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SUMMARY AND RECOMMENDATION 

This ordinance authorizes the renewal and amendment of the current contract with Paymentech 
LLC, for authorization, capture, processing and settlement of Visa and Mastercard transactions 
for a three (3) year period, beginning October 1, 2003, and ending September 30, 2006, at a 
discount rate not to exceed 3.325% per transaction dollar amount plus other related interchange 
fees. 

Staff recommends approval of this ordinance. 

BACKGROUND INFORMATION 

In February 2000, the Finance Department issued a Request For Proposal (RFP) for merchant 
banking services with the following objectives: 

1) Providing the citizens and customers of the City an expanded choice of payment options. 

2) Achieving operational efficiencies through the application of new technologies. 

3) Expediting the availability and access to funds in order to efficiently manage the day-to- 
day cash operations of the City. 

A total of three (3) firms submitted proposals in response to the RFP. A City staff evaluation 
committee evaluated the proposals and personal presentations and unanimously recommended 
Paymentech to provide merchant banking services to the City (see Attachment A). The 
committee made its recommendation based on the following facts: 

0 Paymentech is the second largest acquirer/processor of bankcard transactions; 

0 Paymentech can provide authorization, capture, processing and settlement for a wide range 
of credit and private label card types including: Visa, Mastercard, American Express, 
Discover, Diner’s Club and Carte Blanche; 

* Paymentech can settle credit card transactions ranging from below $1 .OO to over $50,000; 
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b Paymentech can provide authorization, capture, processing and settlement of credit card 
transactions utilizing both the Internet and telephone; 

0 Paymentech can provide debit card authorization, capture, processing and settlement and 
has access to all major debit card networks in the United States; and 

0 Paymentech can provide check authorization services and/or electronic check acceptance 
utilizing a subcontractor. 

Ordinance No. 92328, approved on August 17, 2000, authorized the execution of a merchant 
banking services contract with Paymentech LLC, for authorization, capture, processing and 
settlement of credit and debit cards for the period beginning September 1, 2000, and ending 
September 30, 2003, with an option to renew the contract for one (1) additional three (3) year 
period. 

The City currently accepts credit card payments at thirty-one (3 1) different locations. During FY 
2002, credit card sales totaled $12.7 million. Credit cards accepted include Visa, Mastercard, 
American Express and Discover. The amendment to the contract will provide for the acceptance 
of Diner’s Club and Carte Blanche credit cards. Additionally, acceptance of debit card 
transactions is anticipated to begin in the first quarter of Fiscal Year 2004. 

POLICY ANALYSIS 

Pursuant to Section 2.2 of the current merchant banking services contract, upon mutual 
agreement of both the City and Paymentech LLC, the contract may be extended for one (1) 
additional three (3) year period, under the same terms and conditions of the current contract. 

FISCAL IMPACT 

This ordinance authorizes the renewal and amendment of a merchant payment card processing 
contract for authorization and settlement of Visa and Mastercard transactions for a discount rate 
not to exceed 3.325% per transaction dollar amount plus other related interchange fees. 
However, the majority of credit card transactions will fall under the retail card swiped category 
at a discount rate of 2.065% per transaction dollar amount plus other related interchange fees. 
Additionally, other applicable merchant payment card fees pertain to (1) credit card chargeback 
handling, (2) credit/debit card equipment, (3) on-line financial reporting, (4) debit card 
transactions, (5) credit card voice authorization, (6) check verification services, (7) Internet 
Gateway credit card authorization, and (8) capture and conveyance of non-bank card transactions 
such as American Express, Discover, Diner’s Club and Carte Blanche. 

Consistent with current practices, the cost of credit card discount, interchange and other fees for 
FY 2004 will be included in the City Manager’s FY 2004 Proposed Budget for each City 
department utilizing credit card equipment. Additionally, the City Manager’s FY 2004 Proposed 
Budget recommends a $4.00 per transaction convenience fee be assessed to persons paying 
Municipal Court tines (traffic, parking and misdemeanors) over the Internet utilizing a credit 
card. This convenience fee is estimated to generate approximate $30,000 to help offset the 
City’s cost to process credit card transactions over the Internet. 

I 
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COORDINATION 

This action has been coordinated between the following departments: Finance and City 
Attorney’s Office. 

SUPPLEMENTAL COMMENTS 

The requirements of the City’s Ethics Ordinance are attached. 

Milo D. Nitschke 
Director, Finance Department 

Approved: 

City Manager 



Attachment A 

Merchant Banking Services RFP 

Evaluation Matrix 

Maximum NDC 
kZvaluetion Criteria 

Merchant Banking Qualifications 

Points Possible e-Commerce of America Paymentech 

25.00 19.08 16.75 23.17 
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City of San Antonio 
Discretionary Contracts Disclosure* 

for use of this form, see City of San Antonio Ethics Code, Part D, Seclions l&Z 
Attach additional sheets if space provided is not suffkient. 

State”Not Applicable” for questions that do not apply. 

’ This form is required to be supplemented In the event there is any change in the Informalion under (7), (2). or (3) below, 
before the discretionary contract Is the subject of council action, and no later than five (5) business days after any change 
about which Information Is required to be tiled. 

Disclosure of Parties, Owners, and Closely Related Persons 
For the purpose of assisting the City in the enforcement of provisions contained in the City 
Charter and the Code of Ethics, an individual or business entity seeking a discretionary contract 
from the City is required to disclose in connection with a proposal for a discretionary contract: 

Paymentech, LP 

and the name of: 

and the name of: 

PTI General Partner, LLC 
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To Whom Made: Amount: Date of Contribution: 

Signature: 1 Title: 
Client Relationship Manager 

Company: Paymentech, LP 

Date: 

l------ June 19,2003 

’ For purposes of this rule, facts are ‘reasonably underslood’ to “raise a question” about the appropriateness of official action if a 
disinterested person would conclude that the facts, if true, require recusal or require careful consideration of whethe: or not recusal 
is required. 


