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What is VCR?

VCR will improve the dispute ecosystem with a new enhanced dispute process that has
the following objectives

Objectives:

Prevent and
Customize

Automate &
Resolve
Disputes
Quicker

Streamline
Existing
Workflows

Description:

Visa will block issuer
chargebacks if they are
not supported by the
transaction data

Claims follow one of two
paths to completion:
Allocation and
Collaboration

Reason codes will be
consolidated into 4 major
claim categories and
workflows will guide users
to provide key data to
simplify the process

1. Based off FY 2004 chargeback reason code buckets

Data:

Remnaining Chargebacks
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How VCR Helps Merchants

Dispute optimization is a key driver in the Visa Claims Resolution Initiative; benefits to
merchants are being introduced throughout the dispute cycle
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Dispute conditions under four VCR categories

VCR is consolidating chargeback reason codes into four dispute categories; for fraud
and authorization, the dispute condition is identified with the data in VisaNet

© i [ 1] Q

10. Fraud 11. Authorization 12. Processing Errors 13. Consumer Disputes
101 — EMV Liability Shift Counterfeit 11.1 - Card Recovery Bulletin 121 - Late Presentrnent 131 - Merchandise/ Services Mot
Fraud Received
11.2 — Dedined Authonzation 12.2 — Incarrect Transachon Code
102 — EMYV Ligbility Shift Mon- 13.2 — Cancelled Recurning
Caounterfeit Fraud 113 = No Authorization 12.3 — Incarrect Currency
13.3 — Mot as Dezcribed or Defactie

10.3 — Other Fraud-Card Present 124 — Incorrect Account Murnber Merchandise/
Ervvi nt Service

frenme 12.5 — Incarrect Amount s
10.4 — Other Fraud-Card Absent 13.4 — Counterfeit herchandise

Environmeant 1251 - Duplicate Processing

13.5 - Misrepresentation

0.5 — Visa Fraud Maonitering Program 12.8.2 - Faid by Other Means

) 13.6 = Credit Mat Processed
127 = Irmealid Data

13.7 = Cancelled Merchandizs/Sernces

13.8 - Criginal Credit Transaction Mot
Accepted

13.9 - Mon-Receipt of Cash or Load
Transaction Value

Issuer will select dispute category

Visa's dispute system will determine dispute condition based on VisaNet transaction data and
information supplied in dispute questionnaire

Acauirer/Merchant will receive the dispute cateaary.and dispute condition for all disputes _ . _ _



Associated Transactions

VCR requires issuers to review associated transactions (credits, reversals, adjustments)
PRIOR to dispute submission to reduce rework on the merchant/acquirer side

Owverview

Associated Transactions provides issuers with credits, reversals, and/or
adjustments that may be pertinent to decision making on a current dispute.
These transactions will be identified using Visa's authorization, clearing and
settlement systems looking historically at transactions with similar

characteristics.

The Associated Transactions identification will use a proprietary algorithm to
identify transactions that may be related, as well a5 3 scoring mechanism to
provide high, medium, or low likelihood matches.

LI,

-.?_-

Business Objective

The Asscciated Transactions is being introduced into the dispute process
to proactively identify an action like a credit, reversal or adjustment that
render the dispute invalid. If the merchant has already credited the
cardholder for the transaction the issuer is disputing, all parties benefit
from that never becoming a dispute as less work will be reguired for both
acquirers and issuers.

Usage Conditions and Details

If &ssociated Transactions are found, the issuer must review and confirm
the relationship for each transaction.

Selected 06/10/17

Transaction: 07:13:47 06/10/17
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If found, issuers must verify credits/reversals/adjustments are associated to a
dispute or not



Chargeback Rig htS |dentiﬁcation llustrative Example

Visa will introduce comprehensive global edits to review and reject invalid disputes from
Issuers

VISA

Trarsaction Amount $42.35 Terrninal Capabiley: Chip enzblzd

Card Entry Mode: Chip PAM: 4020-0T00-000-1234
Merchant: berchans XY
No fraud chargeback right

~5 million (15%)

invalid disputes

Cardholder |ssuer

A—
Acquirer Merchant
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Blocking invalid disputes and passing along verified disputes will reduce the
time merchants/acquirers spend reviewing/researching disputes for validity
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Response Certification

Visa is introducing a streamlined approach for fraud and authorization disputes; cycle

times have also been modified
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~@)- For disputes under Allocation, Visa will proactively provide an automated dispute decision
based on the Visa rules. Acquirers and merchants will have the ability to respond under certain

conhditions.

Issuers are required to review and address merchant/acquirer submissions, failure to do so

results in acceptance of liability.

VISA



Rule Changes
New Fraud Rules effective with VCR implementation

Fraud Dispute Limit

Place a limit on the number of card absent fraud disputes that can be
processed on a single account number

Issuer may charge back a maximum of 35 transactions on a single account
number within a 120 day timeframe

A new edit will block disputes after the limit has been reached

Fraud Disputes — Account Status

b

Block claims initiated for original transactions that occurred on a date after the
first fraud report or first fraud chargeback for the same account number
Remove requirement for issuers to list the account number on the exception file
and close account prior to initiating a fraud dispute

As part of proper fraud management, issuers are still required to properly
manage a fraudulent account. Issuers should continue to close the account

This new edit will prevent issuers from passing liability to the acquirer when they
have not taken the necessary steps to prevent future fraud on the same
account number

4
- Rule changes have been incorporated into the VCR solution protecting merchants from

issuer abuse or attempts to pass fraud along to merchant when rules weren't followed
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Migration Timeline
VCR will be going live globally in April 2018 with client testing beginning in May 2017

2017 2018

April May June July August  September October MNovember December January February March April
& T T
Soft Launch HK/NZ Webinars and Training 18.1
o unc :
Additional VCR Announcements Production
Global
Launch
Client Testing Begins— 04/15/2018

5/29/2017
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Summary of Merchant Benefits

Reduction in Dispute | Pro-active Dispute Identify, Track & Better Customer
Volume Resolution Monitor Abuse Experience

* VCR comprehensively = Through a series of * Indices provide Visaa = Quicker timelines

evaluates VisaNet and new products and mechanism to provide a better
dispute data, services, VCR gives proactively identify customer experience
reducing dispute merchants a proactive training opportunities and faster resolution
volume by blocking way to resolve or abuse prompting
invalid disputes from disputes through Visa quicker
entering the system Merchant Purchase troubleshooting and
Inquiry resolution
» New rules to limit « Proactively identify
fraud disputes on a remediating
single PAN transactions such as
credits, reversals and
adjustments through
Associated
Transactions

» Receive notification of
Visa fraud reports to
enable better
decisions on delivery
of goods/services or
future transactions to
mitigate losses - irEe~ .



