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Dear Sirs,

As you well know, CartaSi took part to the Sector Inquiry on Retai
Banki ng — Paynment Cards.

Further to the subsequent publication of the Interim Report on
Payment Cards and Paynent Systens, in our role of an industry
participant we wish to submt a few comments and views on some of
the issues raised in the report, which we deem opportune to share
with you.

Reg. Imprese Milano, C.F. e P. IVA: 04107060966
REA Milano n. 1725898

Capitale Sociale: euro 27.000.000 i.v.
I [ ]
VISA ‘a‘ﬁ m =s' @ Elenco Generale UIC n. 35288

Electron . scoun BANCOMAT| Elenco Speciale Bankitalia codice n. 32875




e\
q |

Pag. 2

Having examined in depth the prelimnary report, we noticed how it
positively highlights CartaSi positioning both as an issuer and an
acquirer.

On the basis of the data which was provided with our response to the
Sector Inquiry, it is in our opinion evident that CartaSi conducts
business in a way which enhances the possibility, for both nenber
and non- nmenber banks, to conpete freely in the narket.

It is noreover inportant to stress that, as of April 2006 the
conpany has a new sharehol di ng and governance structure.

By reducing the nunber of sharehol ders and adopting a business nodel
extremely focused on flexible and pronpt satisfaction of the needs
of each single bank, CartaSi now acts as a catalyst for increased
conpetition and price reduction, for the benefit of the banks end
custoners, cardhol ders and nerchants.

Narmely, as an issuer, it stenms from the report how the annual
average fee of CartaSi cards is autononously defined by our menber
banks, thus favouring conpetition anong banks both internally and
externally to CartaSi.

The downward trend for CartaSi consunmer cards led to 23-25€ in 2004
(vs.26-30€ in 2000), conparable to the European average of 23€.

For corporate/business cards the dowward trend led to 50-65€ in
2004 (-31%vs. 2000).

As a further update of such figures, we wish to draw your attention
on the following price evolution determined by the banks’ pricing
policy (including cards issued with no annual fee):

CONSUMER CARDS 2005 2004
New y issued cards 13.16 € 17.06 €
Re-i ssued cards 29.15 € 27.58 €
CORPORATE/ BUSI NESS CARDS 2005 2004
New y issued cards 22.71 € 22.89 £
Re-i ssued cards 37.14 € 40. 12 €

In terns of grace period, the cardhol der benefit is higher in case
of a CartaSi card (31 days) versus the European average of 7.39
days.
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On the acquiring side, the Italian credit card market into which
CartaSi operates has a low concentration HH index, due to the
growi ng nunber of active acquirers with their correspondi ng market
shar es.

In the case of CartaSi, where each menber bank has the faculty of
defining the Merchant Service Charge according to its own pricing
policies, the price has significantly reduced from 1.82% in 2000 to
1.55% in 2005 (-15% while the European average was respectively
2.00%in 2000 and 1.75%in 2005.

This is also due to the fact that we always adopt the paynent
schenmes’ default Interchange fees (which keep decreasing in line
with the objectives set by the European Conmmission), with the only
exception of donmestic multilateral arrangenents for the petrol
sector, where the agreed Interchange fee level is significantly
bel ow t he paynent schenes default one.

Pl ease consider ourselves of course available to provide you wth
any further information and comment on the matter in question.

Yours sincerely,
CartaSi S.p. A

L

(G audio Venturi)
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new questionnaires on paynent card networks and we have cone to the
foll owi ng answers,

Starting in particular wth section "“1. Legal and operational
framework”, the mnpbst correct reply is based on the follow ng
overal | assunption which should clarify, also for the other sections
of the questionnaire, the role played by CartaSi within the card
industry at donestic and international level: CartaSi is an issuer
and an acquirer in its own right being a Principal Menber of both
Visa and MasterCard paynment card networks, as well as a JCB
acqui rer having been granted the correspondi ng Aquiring |license.

This is the reason why, as you can rem nd, we fully responded to the
previous questionnaire sent to CartaSi (ref. no. IT-MP-0130), in a
proactive way, as confirned by the set of clarifications we asked
with the aimto provide the right answers of CartaSi as both an
i ssuer and an acquirer.

For your greater conveni ence and easier reference and understandi ng
of the above mentioned information, please find here attached a copy
of the answers that CartaSi gave to the previous |T-M-0130
guesti onnaire.

We do operate (“1.1 How your schene is organised” ) with a nunber of
Italian banks which act as a Visa Participant Menber and/or a
MasterCard Affiliate Menber sponsored by the Principal Menber
CartaSi .

In conducting business, CartaSi and the banks above play distinct
rol es.
Nanely, CartaSi provides the follow ng services to banks:

- establishes the contractual relationship with cardhol ders and
mer chant s
production and i ssuance of cards
aut hori sation, clearing and settl enent
production and mailing of nonthly statenents to cardhol ders
and merchants

- custoner service

The banks performthe follow ng activities:

- merchant solicitation within their own bank custoner base
cardhol der solicitation within their own bank custoner base
cardhol der credit scoring
setting of cardhol der and nerchant pricing
assunption of credit risk
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nonthly posting of statenent total anount to cardhol der bank
account
daily posting of global transactions anmpunt to nerchant bank
account
Wthin such franmework the banks are renmunerated by receiving the
revenues deriving from Cardhol der Annual Fees and Merchant Service
Charges, net of CartaSi servicing costs which include standard
i nterchange fees for not-on-us transactions and notional (inputed)
i nterchange fees for on-us transactions

The process organization (questions from 1.3 to 1.11) s
consequently based on a rel ationship between the conpany CartaSi and
its service providers, as previously described in the IT — MP 1030
first questionnaire (tables 1.13, 1.14, 2.14 and 2.15).

The foregoing concept may be effectively clarified by the very
significant aspect of Profit and Loss Statenent. As far as section
“2. Scope and volune of activity” is concerned, t he correspondi ng
CartaSi data has already been described with great detail in our
feedback to the IT-MP-0130 questionnaire, where we filled out both
P& tables 1.6 and 2.6, in which we respectively indicated that our
i nconme derives mainly from Merchant Service Charges on the acquiring
side, and on Cardhol der annual fees together with interchange fees
on the issuing side.

As a matter of fact we adopted a business nodel which, as described
above, completely differs from those of international or donestic
payment card networks (like Visa, Mastercard, or the Italian
donestic debit network - CoGeBan).

Conversely the P&L tables of the current questionnaires refer to
menbership and operational fees which do not exist for CartaSi,
while being typical of Visa, MasterCard and other paynment network.

In this respect we consider relevant to CartaSi the questions posed
by you in the previous questionnaire as opposed to those listed in
t he additional ones.

For the same reason sections “3. Menbership of the paynent
schenme”, “4. Joining and menbership fees” and “5. Fees paid to the
network” are not applicable to CartaSi, due to our business nodel
while we would like to draw your attention on the fact that, on the
contrary, it is CartaSi who pays nenbership and operational fees to
the VI SA and MasterCard networks, as any menber does.

Wth regard to section “6. Cards” we underline again that we are
both a VISA and MasterCard |icensee and, within such franmework, we
i ssue cards as specified in tables 2.10, 2,11 and 2.12 of our IT-
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MP 0130 questionnaire (we do not issue JCB cards, being an acquiring
only JCB licensee).

Nevert hel ess please be inforned that, as per question 6.5, according
to current anti-noney-laundering ltalian |egislation, non residents
may open a bank account in Italy as long as they are assigned an
i ndividual tax payer’s code (codice fiscale) by +the Public
Admi ni stration, and subsequently we can issue thema card.

Wth specific reference to question 6.6 we wish to inform you
that CartaSi is currently in the process of mgrating nagnetic
stripe cards to so-called EMW chip cards: currently all the newy
issued cards as well as all the reissued ones bear an EWM chip.
The whole mgration process will be conpleted within a three year
period. As far as rules are concerned we will obviously continue to
apply those stated by the international paynent networks.

As far as section “7. Acceptance of other card brands” is concerned,
being a Visa, MasterCard and JCB acquirer we do accept all cards
carrying such brands, under the respective international operating
regul ati ons.

Wth regard to section “8.  Surcharging and non-discrimnnation
obligation”, our contracted nmerchants are obliged to apply the sane
pricing and conditions to cardholders as those applied to custoner
paying by other neans, including discounts, rebates and speci al
sales, as explicitly specified in the acceptance terns and
conditions (questions 8.1, 8.2, 8.4 and 8.6) subscribed by the
nmerchant and CartaSi as the acquirer. Gven the above, we clearly
have no quantitative evidence to nmeasure how nuch surcharging is
used (questions 8.3 and 8.5). In the event of a merchant breaching
this specific contractual clause, we apply no sanctions but rather
put in place suitable commercial actions, i.e. merchant education,
redefinition of the Merchant Service Charge, incentives.

About section “9. Issuing and acquiring” please refer to our
answer given in table 2.8 of the previous |T-MP-0130
guestionnaire, taking into account that we are both Visa/MasterCard
Iicensed issuer and a Visal/ MasterCard/JCB acquirer in Italy.

Concerning section “10. Interchange fees” we stress again the fact
that we conduct business wthin the Visa, MsterCard and JCB
framework and we are subject to their regulations, including the
default interchange fees, and you may find all the relevant
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information in tables 1.3, 1.4, 2.3 and 2.4 of our response to IT-
MP- 0130 questi onnaire.

For sections “11. Oher interbank fees” and 12 “Access to ATM
networ k” please take again into consideration our business nodel in
which CartaSi is the Visa, MasterCard and JCB acquirer, as nentioned
above.

Wth regard to section “13. ATM charges to cardholders” in tables
2.10 and 2.11 of |IT-MP-0130 questionnaire, we provided data on
cardhol der fees with great detail for every different category, not
only ATM transacti ons.

W take also the opportunity of sending you here enclosed the
CartaSi acknow edgenent of receipt of your second questionnaire on
paynent card networks, which contains questions regarding paynent
card transactions with MsterCard/ Maestro branded paynent cards in
Italy.

Pl ease consider ourselves of course available to provide you wth
any further evidence of the above, if you need additional and nore
detail ed information.

Yours sincerely,
CartaSi S.p. A

L

(G audio Venturi)



