MYB 14 – Getting Paid – Accepting Credit Cards, Billing and Cash Sales & Discounts
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Name _____________________________

Section ____________________________
I have a small factory on the Westside where we manufacture, bottle, can and distribute salsa to Bay Area wholesalers, retailers and restaurants. We used to have a no credit card policy but billed with 30 day invoicing. Our sales manager is suggesting we accept credit cards. I was thinking this might be good but that I should set a limit such as no credit card purchases over $1,000. The Sales manager said that a limit up to $10,000 would be better. She also suggested we charge a 3% fee on all credit card transactions. I thought that we could call the fee a “convenience fee” and offer to waive it for cash customers. I chatted with a couple of our current customers about this. One said they thought it was illegal to charge someone extra for using a credit card. Another customer said they might be okay with it but would have to look at price in the long run. My sales manager responded that the fee is legal because we are a manufacturer and not a retailer. Another customer said there is a reporting issue for sales over $10,000 because of illegal activities. And another said I need to charge list price equally to all customers.
What should I do? What’s legal and how will my customers react? 

Law: California is one of 17 states that make it illegal to charge a surcharge for credit card purchases. (Section 1748.1(a) of the California Civil Code…”no retailer… may impose a surcharge on a cardholder who elects to use a credit card in lieu of payment by cash, check or similar means.

Policy: All major credit card companies have a policy against this kind of charge regardless of whether you’re a manufacturer or retailer or what you call it. 
Exceptions: Governments agencies are excepted. Fir instance, if you pay your taxes by credit card the company that handles your payment can charge you a fee.

You can give a discount for cash payments both by law and cc company policy. Even some gas stations do this. You can’t make credit card customers pay more than list price.

What are your risks if you do this anyway? A customer could take you to small claims court and collect up to 3 times the amount of the surcharge; a credit card company could stop doing business with you. Customers will get angry and take their business elsewhere. 
The IRS – requires you to report any transaction over $10,000 to them. 

Your Policy Choices:

Give a cash discount?

Accept credit cards

Have a limit on credit card sales amounts

Give quantity discounts and good customer discounts

Give discounts in 30 day billing terms

Increase list prices to compensate for credit card company fees

Others?

