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IS $5.7 BILLION ENOUGH? INTERCHANGE
FEE SETTLEMENT CONTINUES
u DETAILS
Resolving litigation that began in 2005 over interchange fees, in December 2013,
a U.S. District Judge approved a $5.7 billion settlement with Visa and MasterCard
– the largest private antitrust settlement in U.S. history. Retailers have struggled
with the inability to negotiate interchange fee amounts with Visa and MasterCard,
arguing that agreements with the banks prevented them from incentivizing
customers to use other forms of payment. The National Retail Federation (“NRF”)
estimates that retailers and their customers have lost up to $30 billion a year due to
interchange fees – a hefty loss in the face of a strong consumer preference for credit
and debit transactions over cash or check. Interchange or “swipe” fees comprise the
bulk of the fees paid by retailers to Visa and MasterCard in order to accept those
forms of payment from customers. The fees apply every time a customer “swipes”
their credit or debit card to make a purchase, and typically range from two to five
percent of the purchase price of a transaction.
Reimbursement. Should retailers give up future rights?
Proposing reimbursement for losses related to interchange fees since 2004, the terms of the
settlement would have Visa and MasterCard paying retailers $5.7 billion, encompassing direct
reimbursement, temporary interchange rate reductions, and the ability to pass along card
processing fees to customers. The settlement would provide cash payments to retailers in the U.S.
that accepted Visa or MasterCard credit or debit cards between Jan. 1, 2004 and Nov. 28, 2012.
Is the $5.7 billion settlement, however, enough to forego future claims? Not according to the
NRF, which filed an appeal of the December 2013 ruling in January of this year, stating that the
settlement was not sufficient to prevent banks from imposing more onerous fees in the future,
and potentially hindering future litigation. Due to these concerns from certain retailer plaintiffs,
an initial $7.8 billion settlement approved in July 2012 has dwindled to $5.7 billion as retailers
have pulled out of the settlement over concerns about future rights to sue. The December 2013
settlement will not become final until all appeals have been resolved.
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What happens if the settlement is finalized?
Having a settlement class of 12 million merchants, it remains unclear how many will file claims. Some of the largest U.S. retailers, for example, have
opted out, possibly due to concerns about constraining future suits against Visa and MasterCard without resolving future interchange fee concerns.
Some merchant account providers have announced that they will automatically file a settlement claim on behalf of their retail clients unless the
retailer informs them otherwise. The merchant providers will likely charge fees ranging from 15 to 25 percent of each retailer’s settlement portion.
Retailers should consider whether they want to handle this on their own and avoid having these fees deducted from their settlement proceeds.

Navigating the claims process
While the final details of the settlement remain to be finalized pending the resolution of the NRF’s appeal, retailers have options to consider now.
For example, some “Claim Buyers” have been purchasing claims from retailers, allowing the retailers to obtain cash now, without having to wait
for the settlement process to become finalized. Retailers needing help evaluating the settlement to recover fees are well-advised to consult with
a financial advisor to maximize their recovery efforts in filing or selling their claims. BDO can help retailers assess their options and assist with the
claim process related to the ultimate interchange fee settlement.

Transforming the Retail Sector
As the retail and consumer products market continues to manage economic strain and increasing challenges from online competitors, BDO
Consulting offers various consulting services to help retailers reposition operations to achieve success. As a long-standing advisor to the retail
industry, BDO advises clients on developing strategic business plans to drive performance improvement, reduce expenses and improve profitability.
Our seasoned professionals also provide advice on liquidity management, strategic alternatives, restructuring, interim management and real estate
optimization services.

BDO Consumer Business Compass Blog
Brought to you by
BDO’s Retail and Consumer
Product practice.

News. Trends. Sales.
E-commerce. Brand. Accounting
and Tax Issues.

ABOUT BDO USA
BDO is the brand name for BDO USA, LLP, a U.S. professional services firm providing assurance, tax, financial advisory and consulting services
to a wide range of publicly traded and privately held companies. For more than 100 years, BDO has provided quality service through the active
involvement of experienced and committed professionals. The firm serves clients through 49 offices and over 400 independent alliance firm
locations nationwide. As an independent Member Firm of BDO International Limited, BDO serves multinational clients through a global network of
1,264 offices in 144 countries.
BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and
forms part of the international BDO network of independent member firms. BDO is the brand name for the BDO network and for each of the BDO
Member Firms. For more information, please visit www.bdo.com.  
Material discussed is meant to provide general information and should not be acted on without professional advice tailored to your firm’s individual
needs.
To ensure compliance with Treasury Department regulations, we wish to inform you that any tax advice that may be contained in
this communication (including any attachments) is not intended or written to be used, and cannot be used, for the purpose of (i) avoiding taxrelated penalties under the Internal Revenue Code or applicable state or local tax or (ii) promoting, marketing or recommending to another party
any tax-related matters addressed herein.
© 2014 BDO USA, LLP. All rights reserved.

