Online Payment Processor Options for New Zealand Online Businesses
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*The Merchant Service fees (MSF) are charged by the bank that provides your merchant account. Some gateways require you obtain your own merchant
account, and thus it’s important to consider the merchant account fees together with the gateway fees. Lower fees apply to merchants with higher total card
turnover and higher average sale value (aka ticket size). NZ banks have difficulty competing with international rates on "card not present transactions",
however they offer a faster turnaround on depositing funds into your bank. Another factor that is taken into account in your merchant service (MSF) fee is your
payment gateway, Using a CSP (certified solution provider) may mean that your rate is higher than using a true payment gateway such as DPS, I would
recommend calling your bank and having a discussion about the options to see how to get the best rate.

IMPORTANT: This comparison table is subject to change at any time; please consult your bank and/or each payment gateway for current pricing.
Additional Notes:

There are 3 main categories of payment gateways/processors:
1. Payment gateways linked with online merchant banking accounts

A merchant account is a special bank account that allows you to receive credit card payments. A regular shop that takes credit cards will have a
merchant account. For internet payments, a special type of merchant account is required; it is called a ‘card not present” merchant account or an ‘online
merchant account’. Usually the fees for this type of merchant account are higher since there is more risk of fraud. The payment gateway acts as a
‘middle man’ between your merchant bank account and your web site to securely complete the transaction. With this type of system you usually pay
fees to both the bank and the payment gateway and there are usually setup fees involved. You will also need to go through an application process and
meet certain standards (e.g. business credit history) to qualify for a merchant account. For these types of systems the checkout can take place directly on
your own web site (although the payment gateways typically also provide an option for doing the checkout on their web site).

2. All in one payment processors

All in one payment processors are somewhere in between the previous category and the next category. You have your own merchant account but it is set
up seamlessly by the provider as part of your payment processing account. Examples of this type of payment processor are Paymate, 2Checkout,
Bambora, Braintree and Cybercom Pay. Another example is eWay who actually offer both an ‘all-in-one’ plan and also a gateway plan which can be
linked to your merchant account at your own bank.

3. 3" party payment processors

31 party payment processors do not require you to set up a special merchant bank account. Instead the payments go into the payment processor’s
merchant account and you transfer the funds from their holding account to your own bank account. As a result they are quicker and less expensive to set
up. For these types of systems, the checkout usually takes place on the 31 party’s web site and the name of the third party provider will appear on your
customer’s credit card statement. Prime examples of 3™ party payment processors are Paypal and Stripe. Paypal is the most widely used 3™ party
payment processor. The waiting period before you will receive the funds can be a bit longer (anywhere from a day or two up to a number of weeks for
the initial transfer).

Paypal
Paypal or Stripe are probably the best options for new and small startup companies. It is easy to get set up with a PayPal account and has no setup fees or monthly fees. The transaction fees are
lower than most other payment systems. Paypal is well known and trusted by the majority of international customers.

Stripe

Similar model and direct competitor to PayPal. Checkout may be slightly more user-friendly.

Worldpay
Process credit cards in multiple currencies. Another option if you don't already have a merchant account. Have gone through different ownerships over the years. Information on website is
currently a bit lacking.

Paymate
Paymate is an Australia based 3™ party processor that also provides service to New Zealand businesses.

Payment Express (formerly DPS)

Payment Express are commonly used in NZ and AU. You will require a merchant account from your bank, suitable for "card not present" transactions. Payment Express can work with any of
the NZ banks.

2checkout
Wide global reach. For international payments outside the merchant's home country, a cross-border fee of 2% is applied on top of the transaction fees. This applies to merchants in specific
countries and it applies to merchants in New Zealand so may be a deal breaker if selling internationally.

Paystation

Paystation, now owned by TradeMe, offer a discounted monthly fee and require that you have a NZ merchant account organised with your banks suitable for "card not present" transactions.
They are a registered CSP (certified solution provider) this means they only license the technology they use, they do not own it themselves. Because of this structure, there are often hidden
costs such as license fees to be paid to banks which can be in the range of $50.00/ month.

Not sure who to choose?



Either Paypal or Stripe are probably the best options for all new and small start-up companies. PayPal is well known and trusted by the majority of international
customers, and they now support 17 currencies including NZ$ and AUS. Stripe is newer than PayPal so is not as well known yet. The transaction fees are
relatively low and there are no setup fees. However, you don't officially have a merchant account — payments go in to their account and then you transfer them
to your own bank account.

If you are an existing retailer with an existing merchant account and sizeable turnover, then you are probably more concerned with percentage points. Having
your own merchant account may be economical, depending on your transaction volume, and will give you more control and payments straight into your own
account.

Alternative Online Payment Options

The payment systems listed above are for real-time credit card payment. With real-time payment processing, funds are transferred to your account when the
customer confirms their order. An alternative option is to go with deferred payments. Deferred payments could involve collecting the credit card details for
manual processing at a later time or could simply be to provide instructions for sending a cheque by post or making a bank deposit. If credit card details are
collected the security of the credit card details will need to be ensured.

POLi is an option for online payments by bank transfer instead of credit card payments. POLi allows instantaneous transfers from the buyer’s bank account to
the merchant’s bank account. Fees are considerably lower than fees for online credit card payments.



