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Mastercard and Tech Mahindra plan to build virtual card payments into enterprise
software. As payments move inside the applications businesses already use, the
provider becomes harder to see. Who holds the contract, who owns the relationship
and what to ask.

Payments used to be a separate job, done in a separate place: abank portal, a card terminal, a
processor's dashboard. Increasingly they are a step inside the software a business already uses, and
the latest sign came on 26 October, when Mastercard and Tech Mahindra announced a partnership
to build business-to-business payments into enterprise software.

The convenienceisreal. It also raises two questions that the announcements tend to leave out. When
the paymentisinvisible, does the business on the receiving end stillknow who is providing the
service? And who owns that relationship?

What was announced

The two companies plan to embed Mastercard's virtual card and payment capabilities in the
enterprise resource planning (ERP) and procurement platforms that large companies use to run their
purchasing and finance. Avirtual card is a card number generated for a payment or a supplier, usually
with limits on amount and use, and with no plastic behindiit.

Mastercard brings the payment capabilities and its virtual card network. Tech Mahindra brings the
integration work, connecting them to systems a company already runs so that it does not have to
replace them. The promised results are familiar ones: automated supplier payments, real-time
reconciliation, spend controls, fraud management and better use of working capital. In the words of
Roshan Shetty of Tech Mahindra, the aimis "bringing payments directly into the flow of procurement
andfinance".

Thisis an announced partnership, not a live service with results. It names no customers, volumes or
launch dates, soits significance lies in the direction it points to.
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Two things called embedded payments

The term covers two different arrangements, and the question of who owns the relationship has a

different answerin each.

Who uses it

Where it sits

Who chooses the payment method

Who the "merchant" is

PAYING OUT

A company payingits suppliers
ERP, procurement and accounts
payable software

Usually the buyer

The supplierreceiving the card

TAKING PAYMENT

Abusiness sellingtoits
customers

Booking, ecommerce and
industry software

The software vendor, often by
default

The software vendor's own
customer

The Mastercard and Tech Mahindra announcement is the first kind. That matters, because the

supplieris the merchantin this arrangement and it does not choose the software. Its customer does.

What it means for a supplier

A supplier paid by virtual card is accepting a card payment, and accepting a card has a price. The
cost normally falls on the supplier, as a merchant discount that is mostly interchange. One card

programme provider, Corpay, says as muchinits own guide, and notes that smaller suppliers on thin

margins may resistit. Some programmes hand part of the buyer's rebate to the supplier to softenthe
fee.

A supplierinvitedinto a buyer's programme should therefore treat it as a commercial decision, even
whenit arrives looking like an administrative one. Ask what the payment will cost after every fee,
whetherthe supplier's own acquirer will process it, whether earlier payment is part of the bargain,
and whether another payment method remains available.

Thereis also a case where the supplier does not accept cards at alland anintermediary does so on
its behalf. Visa's rules recognise this as a Business Payment Solution Provider: it contracts with the
acquirer, the buyer pays it by card and the underlying biller does not accept Visa. Visa does not allow
the model for a biller that accepts Visa through another channel.

Who is actually providing the service

Embedding does notreduce the number of companies involved. It adds some and hides them
behind one screen. For any single payment, several parties may be doing different jobs:

* The software vendor owns the screen and the customer's daily attention.
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¢ Theintegrator connects the systems and may have no part in the paymentitself.
* The card scheme sets the rules and runs the network.
¢ Theissuer provides the buyer's card.

¢ Theacquireris theregulated party that accepts the payment on the merchant's side, and it holds
the scheme relationship.

¢ Apayment facilitator, if there is one, signs the merchant up on the acquirer's behalf and may
receive the settlement.

The logo onthe screen may belong to any of these or to none of them. The party that can hold your
money, close your account orimpose areserve is often not the one whose name you see every day.

Who owns the relationship

For a business taking payments, the answer comes down to who holds the contract. Using Visa's
rules as the reference, since Mastercard sets its own:

L WHO YOU CONTRACT WHAT THE SR e
WITH CUSTOMER SEES
Your own merchantaccount  Youracquireror Yourname The accountis yours, and
provider soisthe work of
underwriting and
integration
Payment facilitator The facilitator, which The facilitator's Quick to start, onterms
must hold a merchant name and yours set formany businesses
agreement with you
Marketplace The marketplace, The The marketplaceissues
which contracts with marketplace's thereceiptand handles
the acquirerinplace of name and yours refunds and disputes
its sellers
Merchant of record The company that sells Usually that The least work and the
to the customerinits company least control. The term
ownname has no single definition,

soreadthe contract

Size can change the position. Under Visa's rules, an acquirer working with a payment facilitator must
sign adirect merchant agreement with a sponsored merchant that exceeds USD 1 millionin annual
volume. There are exceptions, including where the facilitator has held the relationship for two years
with the same acquirerandreports onit regularly, and a business can therefore pass the threshold
and stay whereiitis.
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Liability is the part that does not move out of sight. Visa holds the acquirer liable forthe acts of a
payment facilitatorand its sponsored merchants, and a sponsored merchantis treated as a
merchant of that acquirer. So however smooth the sign-up, someone is carrying the risk and will want
tounderwrite it.

When embedded s the right answer

None of thisis an argument against embedded payments. Foranew or small business, a payment
optionthat works on the day the software isinstalled can be far better than months of applications.
One contract, one support line and one reconciled set of records have real value, and for a low-risk

business sellingin one country they may be all it needs.

Theriskisin choosing without noticing. An embedded optionis often accepted as part of buying the
software, by someone evaluating the software, and its pricing, reserve terms and exit terms get less
scrutiny than a provider chosen onits own would. That choice can become expensive later, when
volumes grow, the business enters a new country or moves into a category the platform does not
want.

Questions to ask before you accept
Before switching on a payment optioninside any software, get written answers to these:

1. Who is my contract with? Name the legal entity, and the acquirer behindit.
2. Whose name will my customers see? On the receipt, on the card statement and in any dispute.

3. Who holds my money? How long settlement takes, and whether areserve can be imposed. Our
article onrolling reserves explains how they work.

4.Who can close the account, and on what notice? If the payment account closes, ask what
happens to the software you depend on.

5. Who handles disputes? Disputes still count, and our article on chargebacks sets out why the
ratio matters.

6. What does it really cost? Ask for the full fee, and whether the software vendor earns a share of it.

7.What am| classified as? A platform will assign a merchant category code, and the wrong one
causes trouble later.

8. Canluse another provider alongside it? Some software ties its features to its own payment
option.

9. What can| take with me? Stored cards especially. If they sit with the platformina formonlyit can
use, leaving means asking every customer to enter them again. Our article on running more than
one provider covers why that matters.
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What it means for providers and ISOs

When payments are sold inside software, the first sale is often to the software vendor, and a provider
canlose direct contact with the businesses it serves. The vendor becomes the channeland, in
practice, the party that decides which providerits customers meet.

That does notremove the need forunderwriting. It raises the importance of knowing what is coming
through the channel, since the liability stays with the acquirer however easy the sign-up feels. It also
leaves areal opening. The businesses that outgrow an embedded option, sit outside a platform's
appetite or need a specialist still have to find a provider.

Invisible payments, visible choices

Payments may well become invisible to the person making them. The choice of provider does not go
away. [t moves earlier, and often to someone else: to the software vendor that picked the partner, or
to the buyer that set up the programme.

So the question forany businessis whetherit made that choice deliberately. That means knowing
who provides its payment services, what they offerand what the commercial modelis, before the
convenient option becomes the only one.

How Payments Marketplace can help

Payments Marketplace does not process payments. It helps a business see which providers
suit it before it commits. Its free pre-flight check scores your business against each provider's
underwriting rules, so you can weigh an embedded option against the providers whose criteria
you meet.

You canthen send ananonymised application to the provideryou choose. It sees no name or
contact details untilit accepts, and a matchis anintroduction, not an approval: the provider
still decides. Providers receive applications already screened against their criteria, with the
merchant's identity withheld until they accept.

Merchants canrun the free pre-flight check. Providers canread how it works for providers.
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