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Disclaimer

1. DEFINITION

This MasterCard OPERATIONS Review Report is proposed by MasterCard Europe SA ("MasterCard") to support the Bank
(hereafter “Customer"”) card operations activities. MasterCard shall assist Customer in providing the current status of main card
operations activities (“Services"). Such Services offered by MasterCard to support Customer in each activity are governed by
specific terms and conditions.

2. INTELLECTUAL PROPERTY RIGHTS

MasterCard retains any and all intellectual property rights underlying the Services in its most complete scope, i.e., for all methods
and means of exploitation, for the entire duration of the respective right and for the whole world.

3. NO WARRANTY

MasterCard makes no representations or warranties whatsoever, expressed or implied, or assume any liability to Customer
regarding (i) any delay in this project and in the services or loss of use of the services, or (ii) system performance and effects on or
damages to software and hardware in connection with any use of the services.

4. CONFIDENTIALITY

The parties may provide to one another information that is confidential ("Confidential Information”). Confidential Information
shall be limited to information clearly identified as confidential. Confidential Information shall not include information which (a) is
in the public domain or is or becomes publicly available other than through a breach of this Agreement; (b) was in the other
party's lawful possession prior to the disclosure and had not been obtained by the other party either directly or indirectly from the
disclosing party; (c) is lawfully disclosed to the other party by a third party without restriction on disclosure; (d) is independently
developed by the other party; (e) is required to be disclosed under applicable laws or the rules of any applicable regulatory
authority. The parties agree to hold each other's Confidential Information in confidence while the service are being performed and
for a period of three (3) years thereafter.
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Digital and mobile is triggering the new consumer experience paradigm shift in
all industries and digital payments is one of the industries under spotlight
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If applied on target merchants, each actor of the payment ecosystem will have
tangible benefits coming from an uncovered segment

Main Actors Main Benefits

——ransactional Flow ¥ _ « Increased acceptance locations and revenues

. M @ e Cash displacement

/ \ » Accelerate NFC acceptance as strategic POI play
SCHEME e More transactions
"I * Increased revenue

o
ACQUIRER ISSUER « New merchants available, new revenues
l I "' e No additional hardware for acceptance

-
e More places to shop with cards
e Reduced friction through existing instrument and UX

Jive |
l Transaction
AL * Lower cost of acceptance option
MERCHANT CARDHOLDER l * No need to buy separate acceptance device
Other Involved Actors ) » The strategy of hardware vendors on upcoming software
> based solutions
ﬁ,‘ 2120083l UG ol ==  PAYMENT REGULATOR —:I_— e Security/certification guidelines for the new payment

acceptance methods
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Acceptance solutions

Card present (CP) Card not present (CNP)

via digital wallets and smartphone

)

EL5E
5] 56
Smartphone app e mPOS l_ QR ﬁ —l Check-in
:
D : g Push QR Pull QR D
1]
| Merchant QR Customer QR
- Uses OCR'techto | Swipe and/or dip card @
capture card info ' reader . ) dlevellp R BE
+ Trxis routedto a E _ ' Static Dynamic P payral
virtual POS L iZettle Ingenico ' Applicable to e-
E | it AHE v cgfnmerce v’ Buyeruses
odeal pPayU ' goswiff n = | nothing at
e o : v’ No additional v Merchantcan X Merchan;ne_eds E payment counter
- scanner device
v rger;irgware cost ' Traditional user P ?\Ii\':lfhanEdEd g;nae;te QR e X Check-in process
. . l experience is too long
v’ No additional device | + Light in weight, easy to traditional user X Slow and must be Merchant needs
needed ! cagrry ant €8sy experience challenging for integrated to a x ey
X Security concerns for i I Needs additional device X Risk of amount merchant POS system
buyers i error/ X Not the X Not scalable for
I
X Not the traditional \-» NFC enabled card reader manipulation by traditional user mech};ants to read
user experience cardholders experience QR of customer in

.  mastercard

! iZettle ingenico

v’ Can also accept
contactless trx

goswiff

long run



When we look at the digital acceptance ladder, new solutions are becoming
increasingly predominant in the market

Solution Hardware Description Payment Types lllustrative
ﬁ Electronic Cash Register Vendor-supplied cash A desktop-based POS system that Card-present (swipe, dip, tap),  Micros
o register accept all payment types cloud/wallet(QR, HCE), cash IBM Square
g Mobile / Smart POS Vendor-supplied mobile A modular POS system that lets all Card-present payments Verifone
device major payment types (swipe, dip, tap), cloud/wallet  Ingenico
(QR, HCE)
-
" OCR-based Merchant-supplied mobile Smartphone app to scan and process Card-present (Scan) Odeal
device customer cards as CoF

(Optical character recognition/reader)

_______________________________________________________________________________________________________________________________________

E
QR-Based Merchant-supplied mobile Smartphone app to scan QR code on  Cloud payments (QR) MPQR
= device customers app or shows QR code to Alipay
customers mobile app WeChat
E Dongle-Based Merchant-supplied mobile Smartphone app connected to Card-present payments Square
device + vendor supplied dongle to read card data; pin (swipe, dip, tap), cloud/wallet iZettle
dongle requirements via hardware or pin- payments (HCE)
on-glass
R
SoftPOS (Tap-on-Phone) Merchant-supplied mobile Smartphone app reads card data Card-present payments Pilots (UK, Poland,
device through NFC reader on device; pin (swipe, dip, tap), cloud/wallet  Australia, Canada)
N requirements via pin-on-glass _______ | payments (HCE) ___________________________.

mastercard. New generation methods



Currently, there are 5 main emerging technologies in the market, but only two of
them are live in Turkey

Innovative Acceptance solutions Global Landscape Local Players
iZettle goswiff <=
1 g Mobile POS Devices — .
Nt P PayPal ingenico
GROUP
2 D Check-in Payments ' PayPal amazongo
r L]
3 vg=L  OCR Solutions ayU Odd Cll
#¢ QR Payments
4 a Customer Scans a
L WeChat Pay
b > Merchant Scans «f LevelUp &
b AN L e UYL
5 )))) TAP on Phone 4
S | o wave
6 i PIN on Glass ingenico = % MagicCube ?:,:f;ﬁ::n‘::tﬂ::

Solutions on pilot
. mastercard. implementations



Among the solutions, ones that accept physical cards can be a cost-efficient and
effective solution for markets where smartphone penetration is low

Solution Advantages Card Accepting Solutions

SETUP COSTS

Merchants can directly use their
smartphones (Android only) with no
additional device procurement

Dongle-based ) Mature market in terms of solutions
Many solutions of this kind in the
market work with a mobile app plus an

accompanying dongle to swipe/dip/tap 0 Higher setup costs and time to market
the cards

) Known area for regulatory framework

TIME TO MARKET

0 Regulatory constraints on pin-on-glass
Merchants don't have to wait acquirer

teams to Setup the dev,ces to start (( — )) Tap on Phone u Lower Setup costs and t|me to market
ST GO T . Emerging solutions of this kind will Q Scalable Software based solution
= work through a single mobile app that | ) _
USER EXPERIENCE uses the NFC reader of the smartphone  .J AT [0 EC IR O e NiAy
. T —— to perform the tap-based transaction (_) Device independence for wide roll-out
roduct just as they are using any other
lronobile ajpp o ne);d - Ieari / 0 Immature market in terms of solutions

cumbersome POS menus

Grey area for regulatory framework and
constraints on pin-on-glass

. mastercard.




To sum up, all actors are willing to move to new «mobile centric» payment

solutions

S

e (Customers are the
drivers of digital
transformation

e Customers habits are
turning digital,
especially on mobile

* Digital payments will
be strongly driven by
mobile payments

e Almost 70% of digital
payments will be
performed via mobile

by 2020
\_ _J

. . mastercard

2
Issuers

i,
(11

Payment Innovation
rate is running faster
than ever

Traditional and non
traditional players are
competing in an
enlarged competitive
ground

Acquirers are key
enablers of the digital
transformation

Traditional POS and
Contactless POS enable
millions of transactions
each day

mPOS offering could
enable to reach
unserved merchants
adding significant
volumes

=

Merchants have
different needs, and
«VAS battle» is about
to start

Provide to merchants
the solution that fits
their mobility needs
could be a key success
factor

10
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QR has seen strong success in recent years

Alipay & Wechatpay tralr;ggctions (Billions USD)

-

Emerged as a dominant
form of presentment

1600 oy
1400 | | i
1200 1200 E ALIPA
1000
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. . . . 600 ki
within Chinain 3 years 400 Q EEAD]
20 12

time.... 200

B Alipay 2012 B Alipay 2016 ®Wechat 2012 Wechat 2016

1 I ;milliun million

... with strong pick up Transacting Users in 2016 Unique Visitors on App+Web
in India, including by PayY™m
new entrants....
3
billion million
User Sessions Monthly active users in Dec

... and a vehicle for
growth by select
merchants in mature
markets.

Mobile payments now account
for 30% of Starbucks transactions

12
. masterca rd' Sources: Alipay/Wechat: Better than Cash Alliance Report / Bank Innovation April 2017. PayTM reported information. Starbucks: Payments.com.



https://www.youtube.com/watch?v=bYyVIZoWQ7w

«Customer Scans» QR code solutions can be leveraged for different use cases

Dynamic QR

Both merchant & customer
download the app

Static QR

0 Customer downloads the app
and link the payment card /
account

3. SCAM THE QUICK RESPONSE COOE
. FROM THE MERCHANT'S DISPLAY
-

4 TRANSTER THE PAYMENT
& RECEIVE IMMEDIATE
CONFIRMATION

3

($)
IHQ/ Buyer  Smartphone

. mastercard.

Use Case — Customer Scans

Merchant produces a QR code
carrying the trx amount info over

the app

9 Then customer scans the printed
QR code & enters the payment

amount

SCAN THE PURCHASE CODE

Dynamic QR

Customer scans the QR code to
see the amount on the app and
confirm the payment

Approved

v
E—

9 Customer types the PIN and
completes the payment

Smartphone Merchant

0j

. Static QR

User Experience

- Omni channel experience can be
“’ provided (bill payment, kiosk etc.)

o Scanning issues based on device

o Not traditional user experience

Development & Investment

. No device cost
W/

o Educating customer base

o Need intermediary to finalize trx
if issuer & acquirer are different

Security

Conflict of interest since customer
enters trx amount and makes
payment (for Static QR)

Merchant Compatibility

) No major compatibility issues

BHARATQR

Bz @ HI-

WeChat Pay


https://www.youtube.com/watch?v=bYyVlZoWQ7w

https://www.youtube.com/watch?v=02ANXgIWFOS8

«Merchants Scans» QR payment solutions provide a seamless payment
experience for merchant present transactions

Use Case — Merchant Scans & User Experience
o o 9 iid O Fast & seamless process
Customer downloads the app Merchant downloads the app For checkout, customer produces

Only for merchant available cases
and adds payment details and links it with barcode scanner a QR code over the app 0

Hard to carry and set up especially
for mobile sellers?

Development & Investment

Q Easy & affordable development

O No intermediary to finalize trx

e o e G o () Educating only merchant side

For initiating payment, merchant Then merchant scans the QR Transaction is approved after the . .

enters trx amount to code produced by the customer consumer enters the PIN on 0 Scanner device cost’ (~8-10 USD)
smartphone to receive customer payment their own device

details .

(W) No serious security concerns

4
Ly Merchant Compatibility

O No serious compatibility issues

($)
IHQ/ Buyer  Smartphone

. mastercard 1. Optional, merchant can also scan with a mobile device

ESﬁl - ﬁ L

Welhat Pay


https://www.youtube.com/watch?v=02ANXglWFO8
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https://www.youtube.com/watch?v=xcfxWM5MYPw

mPQOS devices provide an alternative way of acceptance by leveraging specially
produced POS hardware

Use Case P PayPal HERE User Experience
Familiar payment experience
o Merchant downloads the app o Merchant connects the app e Merchant opens the app and -
and registers with the card reader (via inputs transaction amount (& Valid for all card types

inserting or Bluetooth)
o Hardware carry for merchants

s2400

Development & Investment

Enter the amount LW Cheaper than traditional POS
O Fixed fee of hardware
9 Card is swiped or dipped 9 Cardholder inputs PIN or signs G Transaction approved O Device maintenance cost
the screen manually Merchant sends digital receipt
if asked Security

() No serious security concerns

Merchant Compatibility

Send a receipt

) No major compatibility issues

m@ Buyer  Payment Card Hardware + Smartphone Merchant E

@  mastercard ingenico

GROUP

16


https://www.youtube.com/watch?v=xcfxWM5MYPw
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TAP on Phone is a solution that

ttps://www.youtube.com/watch?v=FCxX28WN9Yc ,

[ converts smartphones In

to contactless POS

terminals, currently undergoing a pilot phase in Australia and UK

Use Case

On Pilot Phase

o Merchant downloads the mobile 9 Merchant onboards to the app 9 When accepting payments,

app for accepting payments

[ GETIT ON
b\ Google Play

0 Customer taps a contactless
card or mobile wallet to the
merchant’s phone

m@ Buyer  Contactless Card / Smartphone

. mastercard

via his credentials and activates
his terminal

8 (Losiv )
CICIITY)

Transactions below the CVM
entry limit are automatically
authorized

Q.

merchant opens the app an
types the transaction amount

EEN
B la
B

eDigitaI receipt is issued and sent to
the customer via SMS / e-mail by
the bank if requested

Smartphone Merchant LT}

User Experience

O Familiar, contactless experience

Fast & easy acceptance for the
““’ merchants

Development & Investment

Lower setup cost and time to market
w/

Scalable & effective software based
=’ solution

(W) First mover advantage opportunity

Security

QCurrentIy available only for under
CVM card payments

OLack of regulation and market
understanding of solution

Merchant Compatibility
Compatible with each type of

merchant due to being fast and
convenient

a_a
Zworldpay CommonwealthBank , vy Mobeewave 18


https://www.youtube.com/watch?v=FCxX28WN9Yc

Through the Tap on Phone solution, any Android phone could be turned
into a POS terminal by merchants

Key Facts and Solution Flow

e Qver 2 billion active Android phones
worldwide

e Samsung alone ships about 80 million new
phones per quarter

How does the solution work:

e Merchant downloads the app from their
acquirer or payment facilitator

 Merchant logs in using merchant credential

e Merchant builds shopping cart / enter the
final amount

* Accepts contactless transaction using the
Android phone’s built in NFC and app

e Merchant sends receipt via email / SMS

mastercard.

Payment Method

world elite

Contactless
Cards
(only <CVM limit)

Acceptance Device

SAMSUNG

d &, £ 8T al 67%m7:25 AM

X Accept Payment

$5.45

Please ask consumer to tap their
contactless card or mobile device on
the back of the phone within 12 sec.

Any “off-the-shelf” NFC Android
phone can become an NFC
acceptance device

Q Q Q «

Acceptance Info

No peripherals
required

Accepts any
contactless enabled
card

Accepts
Mobile Wallets e.g.
Masterpass

Compliments Potential
Future Payment
Enablers

19



The solution will target several «heavily» cash oriented verticals that mainly
perform low vale payments

General Needs i! Q % é

Events/ street

Delivery Bar food Taxi
Acceptance in mobility (outside the
store) \/ \/ \/
Prefer variables costs instead of fixed
ones \/ \/ \/

Prefer to don’t have additional
Hardware

Tap on Phone

Solution to target a niche market (CVM

Multiple users needed (e.g. waiters, upper bound limit transaction), mainly
) useful to:

AN

* Target merchants with multiple low

Would like to offer digital receipts to
its customers

Needs to offer CVM payment above
limit very often

Integration with order management/
products

‘ mastercard.

value payments

Penetrate a formerly cash only market
thanks to lower costs and easiness of
set up

«

RN
<
<
<



Leveraging on smartphone power and Ul, especially small merchants can experience multiple benefits
if compared to a traditional POS

Sign Up and Usage Same day sign up and use One to two weeks to have POS up and running

Activation Installation No need for technical set-up meeting Technical set-up needed (meet with client)
Tutorial Step by Step tutorial to activation and usage Traditional paper based guides
Device Smartphone App to accept / manage payments Two devices: one for payments and one for mgmt.
Mobility Full mobility. Shared connection and charger Needs data connection Plan and ad hoc charger

Usage & Receipts Possibility to issue eReceipts Paper Receipts
Management Cancellation Possibility to easily cancel transactions Sometimes, possibility to cancel only last one
Control Transaction history tracking on App Transaction history tracking on Web/ paper
VAS Possibility to easily integrate with 3° party Apps Hard to implement
Data P No need to open an additional MNO contract to Need to open an additional MNO contract to have a
B have a dedicated SIM (can use their data plan) dedicated SIM to operate in mobility

Costs
No HW costs. Many Mobile POS solutions are being

) Fixed costs to rent or buy hardware
offered either for free or at a very low cost

Cost of Ownership

mastercard. See Merchant Needs
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Dongle types

e Security (Cardholder
verification)

e Legislation
e Market understanding
e Trxn limits

EMV Contactless+Contact+PIN+
Bluetooth

Magstripe +Contactless

Q mastercard.



Sample flows

. ) iZettle
*» Square (: | i
L | -
Overview of iZettle mPOS payment experience Izettl-e
Owerview of Sguare mPOS paymant axpariencs

u E E o Merchant downloads the app and : -el\.-"lerchant connects the app with | 0 Merchant opens the app and

Marchan! gewnlosds the app and Merchant connacts the app wam Mbarchant ofars T ang ard registers the card reader (via audiojackor inputs transaction amount

resgisters e card reader v res g o Inputs transscton amount Bluetooth)

Hisaiessif =
’ ﬁ . 3
‘ .!
(I

ﬂ ﬂ ) ﬂ Card is swiped, dipped, or . Cardholder inputs PIN or sighs [ Transaction approved /

Card = swiped, dipped o Cardhakder algns e diéen Transaction spproved v tapped the screen manually Merchant sends digital receipt

tapped maniall Merchrant sonds digital receipt

i i o
=]

N

mastercard.




For PIN on Glass solution, a transaction requires PIN where it is entered on the
merchant’s mobile app through the touch-screen

Use Case User Experience
. . . Mature market in terms of solution
o Merchant downloads the mobile e Merchant enters the amount of 9 Customer inserts or taps their /
app and logs in goods to the app credit card/mobil wallet to card
reader

Development & Investment

o Higher setup costs and time to
market when dongle/card reader
needed

8 (tosin )
CICIITD

Available above CVM limit
‘<’ transactions

9 For above CVM transactions, 9 Customer enters their PIN to GDigitaI receipt is issued and sent to
merchant hands customer the the merchant phone the customer via e-mail by the Security
phone to input their PIN bank if requested

s Consumer reach not tested on PIN
entry to the merchant phone

oLack of regulation and market
understanding of solution

Merchant Compatibility

— (W) No serious compatibility issues

Il@ Buyer  Contactless Card / Smartphone Smartphone / Dongle Merchant m

. mastercard. ingenico @Magicc:ube 25
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Overview Q

Purchase with Cash Back (PWCB) transaction
allows cardholders to request cash at the point-of-
sale (POS) location when purchasing goods or
services.

Transaction amount is split into two components -
the purchase and cash back amount

Domestic and Cross-border transactions

Mastercard and Maestro products

Purchase amount only option (no cashback only option) available
Card Present only

PIN-based CVM always

Online transaction always (stand-in optional)

‘. mastercard.



PWCB benefits — overview

e Purchase With Cash Back will yield numerous benefits for all the
parties involved in the transaction

KEY PLAYERS

e Positive experience

* Top of wallet

ADDED VALUES

' e Simple transaction

* Card’s e Protected
brand locations
* Retailer’s
brand

e ATM cost . ¢ No ATM fees

e Card usage e Increased revenues

28



Purchase with Cash Back survey

What do retailers think about the service

EUROPEAN CASE

Cashiers’ reactions STUDY

Considering implementing the service as a good idea “ 29

m No
Questions for additional information about the service 11
Not happy about implementating new service - belief that it is 1
unnecessary
Don't know

Not willing to learn about a new service

Not happy about implementating new service due to additional _ 8
responsibility

How your employess reacted to the Purchase with Cash Back implementation?

. mastercard.



Cash Back Case Study
PW(CB took over ATM'’s growth but retail continues to grow

EXAMPLE Bank Debit portfolio
Spend GEV - YOY growth split by ATM, PWCB, Retail - %

YOY Growth

3%
13-Q1 YOY 13-Q2 YOY 13-Q3 YOY 13-Q4 YOY 14-Q1 YOY 14-Q2 YOY 14-Q3 YOY 14-Q4 YOY
--ATM -B-PWCB -B-RETAIL

@  mastercard

EUROPEAN CASE
STUDY

30



Transaction Flow

I

Error message (CB service NO Flag or
not allowed)

Merchant has to restart New
Txn for purchase part only,
based on error message

Offline

YES for Flag

Txn sent for
authorisation. 1
auth with 2 amounts

& Txn type = PWCB

3 on LB
If full approval ~ Terminal mz»E Issuer action: .

only & CH needs p— :";:""“""EI only
to add PIN again :mlrarm + Decline
does not
supgont partial
-
Tesporse code
[S— 4

Please note that the above chart needs to be adapted based on market specificities

. mastercard.
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