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Are Amazon Chargebacks Eating into Your Profits?
8 reasons why, and what you can do about it.

By Sreedhar Narahari, CEO and Founder

Go ahead. Talk to any vendor selling on Amazon. Chances are the majority find the chargeback screens
and procedures frustrating, with changes implemented seemingly randomly, and governed by
increasingly complicated algorithms. Vendors speculate that Amazon makes processing chargebacks
deliberately complex, to make it harder for vendors to dispute chargebacks; thereby increasing
Amazon's own profit margins. At iNymbus we disagree. We strongly believe Amazon's chargeback
processing has the strategic goal of making Amazon more efficient, with the unintended consequence
of driving their sellers crazy.

How many of you can relate to these 8 Amazon Chargeback processing issues?
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#1: Where oh where has the chargeback menu gone?

Over the past several years we have seen the chargeback screen locations bounce around Vendor
Central. For a period of time, the Chargeback screens were listed under Payments. Then, all of the
sudden with no warning, Chargebacks disappeared from Payments. It took some digging for our
Chargeback experts to locate Chargebacks under a really odd and unexpected menu item.

Why would this change be made? Somehow it facilitated Amazon's efficiency. However, for the 5-30
temps that our clients sometimes hire to process chargebacks in the first quarter after holiday sales,
menu changes like this cost temp time, plus manager time, figuring out where the menu went and how
the new screens were organized. Hours end up being wasted in hard human resources costs.

And we have even seen changes to the login screen itself. The login below didn't always look like this.
The current Vendor Central Login screen, requires an extra click to "Sign In" and the new customer
"Register" fields look mistakenly look like a login. Confusing? You betcha!

Sign In
Grow your business with Amazon
ﬂ in to Vendor Central
Forgot your password? When you register as our vendor, Amazon becomes a full-time distributor of your products.
We buy and store the inventory, and take care of everything from shipping and pricing to
& customer service and returns.
Register
E-mail:
ey — Become a vendor today
| Start tion
If you're not already an Amazon vendor, you may be interested in our Amazon Vendor Express
program—a new way to sell your brand on Amazon.com. It's quick to sign up, no invitation is
FAQ needed, and in many cases you'll receive your first purchase order the same day.

amazon
* How do I become an Amazon vendor? S—
I need help logging in

Find out if Amazon Vendor Express is right for your business »
OR

If you received an invitation from Amazon to register for Vendor Central, enter your email address and

registration key to get started.
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#2 - Penny chargebacks

When a vendor opens their Chargebacks screen and sees a row of penny chargebacks, one could argue
that this is insanity.

—
Purchase order/ Customer Product AR LCHAIYEUGLA LYEE  Financial
Available actions Chargeback ID rder edin Date ASIN UPC N charge ~
otes
Disputs chargeback 1185917689VCBSCB Waived 11/14/2017 N/A f\o On-Tima $0.00
ccuracy
1181376548VCBSCB Waived 10/23/2017 N/A :?cg:-c';ime $0.02
Refine by
PO On-Time
T 1182745947VCBSCB Charged 10/29/2017 NA  pecurary $0.03
Product name, ASIN, UPC, EAN, PO#, charge 1186519097VCBSCB Charged 11/18/2017 N/A :?cﬂ:'c:ime $0.04
Issue Date range 5 . PO On-Time
1185952343VCBSCB Waived 11/14/2017 WA, aey B0.04
To s
10/22/201 B | 117227201 o
@ 1185701644VCBSCB Charged 11/13/2017 wa, PO On-Time $0.04
. Accuracy
1184175961VCBSCB Waived 11/5/2017 N/A ial_?r:‘“'"e $0.04
» Shipment type cy
1184174643VCBSCB Charged 11/6/2017 N/A Ko OngTiie $0.04
» Vendor codes ORRacy
1183934243VCBSCB Waived 11/4/2017 n/a PO On-Time $0.04
+ Issue types Accuracy
PO On-Time
sl 1181401555VCBSCB Charged 10/23/2017 LU i) $0.04
PO On-Time
- 1181339365VCBSCB Charged 10/23/2017 N/A  pccuracy $0.04
Pply .
1186646030VCBSCB Charged 11/18/2017 Ny 20O lime $0.05
ccuracy
PO On-Time
1186645533VCBSCB Charged 11/18/2017 WA $0.05
PO On-Time
1185716253VCBSCB Charged 1/13/2017 VA pccuracy $0.05
1185121675VCBSCB Waived 11/10/2017 W POOn-Time $0.05
Accuracy
R PO On-Time
1185096883 VCBSCB Waived 11/10/2017 N/A Acikscy $0.05
Dispute PO On-Time
1184180024VCBSCB o 11/5/2017 L il $0.05

At iNymbus, we do not believe the reasons for thousands of penny chargebacks are nefarious. Invoice
chargebacks are tied to many different rules and algorithms having to do with Shipping, ASN, PO
Compliance, Preparation and the like. As Amazon evolves, these rules evolve and change as well.
Amazon doesn't mean to be ridiculous; its robots are just infinitely more efficient and better at
calculating chargebacks and do not differentiate between a chargeback for $101.01 and one for $0.01.
And Amazon robots can perform these calculations in the blink of an eye.
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#3: High Amazon chargeback volume

In our experience, it is not unusual for a typical high-volume Amazon vendor to receive tens of
thousands of chargebacks a month. The volumes can rise and fall suddenly. There may be multiple
violations on a single shipment which could be at the item level, the truck level, or even the carton
level. And, the Amazon dispute time limit is 30 days. If a rule changes, which triggers the Amazon rules
engine to calculate chargebacks, a vendor can quickly be assessed thousands of chargebacks and have
to react very quickly. In the case of our customer below, thousands of chargebacks at an average value
of $0.10 each, or Sthousands of dollars showed up over night with no warning. And, these chargebacks
are not immaterial, especially when retail margins are razor slim.

Chargebacks

0-25¢ W total chargebacks Export to a spreadsheet

Currently, Amazon has no automation available to process these chargebacks (e.g. easy software API or
uploading process). Because of the labor costs of processing these tiny chargebacks, our client, in the
past, was forced to pick and choose, only disputing chargebacks of $10 or higher, as anything less did
not justify the cost of staff time.
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#4 - Evolving chargeback issue types

Amazon chargeback Issue Types notoriously grow and shrink. Just when you have your Standard
Operating Procedure written explaining to your temporary work force how to process chargebacks,
Amazon will modify the Issue Types, throwing a curve ball at your processing rules.

* Issue types

ASN - On-Time Non-Compliance
ASN Accuracy
Carton%ontent Accuracy
_| Excessive Backordered Units
| Late PO acknowledgement
No carton/package content label

No routing — truckload / less than
truckload

Non-Compliant Barcode
| Overage PO units
Oversized Carton
Overweight Carton
PO - On-Time Non-Compliance
PO On-Time Accuracy
Product preparation
Rejected PO Rate
Unconfirmed PO units
Unfilled by cancel date

+ Ship To

Apply

And, more than occasionally, Amazon will combine several Chargeback Issue Types into one. Witness a
change this September, 2017 having to do with PO Chargeback Issue Type Consolidation (excerpted
from Amazon training material).
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Purchase Order (PO) Chargeback Consolidation

What is happening?

Three chargebacks are being merged to a

single chargeback: “PO On-Time Accuracy” .

Which chargebacks?

On-Time Non-Compliance, Excessive

Backorder and Unfilled by Cancel Date

Why?

To simplify your lives

When? PO On-Time Accuracy

Effective September 1%, 2017 and based on

defect occurrence date or cancellation date,

not PO issuance date
AMAZON SERVICES CONFIDENTIAL amazon
© 2016 Amazon.com, Inc. or its affiliates

"Why?" says Amazon. "To simplify your lives." But did it? First of all, you and your managers need to
train the army of temps you hired to process this new Issue Type. But even more harmful, if Amazon
had provided you a threshold of say 10% or $100, meaning if your chargebacks are less than $100 by
Issue Type, Amazon might waive the violation; but by combining Issue Types you have gone over the
Threshold of $100, and you now have to move fast, and start disputing these Chargebacks quickly.
Once you figure out what exactly happened!
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#5 - Complex and ever-changing algorithms

We admit, you do need to have some serious math and Excel smarts to design spreadsheets to
calculate Amazon Chargeback algorithms. Not to mention, the algorithms change frequently. Here is an
example from a recent Amazon training. If you are left scratching your head, we don't blame you:

0 late units
9/01 9/02 9/06
100 units 24 hours to change or Delivery
ordered cancel line items on a PO Window End

‘ Last CRDD /

100 units 40 units cancelled aciua Eppoitiment
confirmed (no inventory) )
60 units received &
First CRDD
60/60 units On time
100% Compliant!
On time? In full?
CHECK! CHECK!

amazon
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Vendors end up building spreadsheets that look a bit like the below training slide from Amazon in
order to double check Amazon’s calculations.

PO Accuracy Calculations

11-week order fulfillment history On-time accuracy charge back assessment Charge back calculation

Week on-l..m. Pl u::::‘lcd Trailing 4-week % on- Gm:eorthllm’. Late charge Auloﬂr\fﬂmuge Chargsback Notes

units oalts time calculation Threshold is 90% (3% COGS) (10% COGS)

1 100 Q0 0
; :: !: : For this example, we are simplifying and sssuming all units are $10 COGS i ‘::::r:::':;:t‘ was ol
4 85 5 0
s m | | e [l | o | o e a5 [ "ot tedhece s
3 B FEHEENE LD et
o | e [ o |l | e | o i e
o L B N vt ) I el L s e e Ml Iy
s | w0 0 1 ;;‘.::Esﬁ % | Charge e [ ol s 1000| =50000810.00( $ 10.0] Chargeback appiied o cancelled uits
o[ [0 [ o [mommlo| o |foee [ [omoiimnls [ omsnfs [ et dmos
1 & © 0 ;:“'1';)‘5::; a1% Charge ',?;:;_‘c:;‘;] $ 1200 w_‘:]":;'_::l“o’;i“' s =61200150.00| $ 12.00| Chargeback applied ta late units

amazon

Can we just gnash our teeth for you?
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#6 - Uploading proof documentation required at the item level

Populating line item data can be very time consuming. But to successfully dispute Amazon
chargebacks, it has to done line by line. And it is necessary to upload individual supporting documents
for every disputed line item. The process of finding the proper supporting documents like FedEx
Shipment information on every line item on an invoice is time consuming, but is the only way to get
your money back from Amazon.

Create a dispute

Shortages on an invoice can be disputed only once. Make sure the information you provide is accurate. Failure to do so might delay resolution.

Invoice # Purchase order | Payee Invoice date Due date | Invoiced gty ' Dispute quantity = Invoice amount Dispute amount Actions
X 10/19/2017 11/19/2017 55 o 687.99 0 Dispute by ASINs
Total dispute amount:

Dispute title*

Characters remaining :

Dispute summary*

Characters remaining

(Optional) Additional email addresses that you would like to include in this dispute

Upload supporting documents
Choose File No file chosen

Files have a 4 MB size limit.

A clever processor can take advantage of some consolidation available, particularly in the pricing area,
by utilizing filters and combining common issues into one dispute. For example, on this screen,
multiple items can be clicked and disputed at once. But any mistake, will cause the whole group of
items to come back for re-processing.
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Invoices

Review/Dispute Recent Shortages

Review shortages from the past month. You can select multiple invoices and create a single dispute by clicking Dispute selected items. Older Shortages.

Filter | ~ | Export data Search

# Pay...~ Invoice # 2 Invoic... & Invoic... & Due d... & Invoice am...~ Qty varianc...a| Source =/ Invoice Status =/ Dispute Status 4 Already Dis...~ Actions
1 10/6/2017 10/5/2017 11/4/2017 $8.43 $8.43 EDI Submitted Pending Amazon Action [ Actions
2 10/30/20... Bf15/2017 9/14/2017 $23,261.24 $23,261.24 MANUAL  Submitted Resolved : Denied @3
3 10/30/20 9/22/2017 10/22/20. $206.04 $206.04 MANUAL Sub Invoice Actions X
4 10/30/20 B8/17/2017 9/16/2017 $67.28 $67.28 MANUAL Sub View invoice details
5 10/30/20.. B/14/2017 9/13/2017 $555.37 $555.37 MANUAL  Subl
6 10/30/20... B/30/2017 9/29/2017 $21.11 $21.11 MANUAL  Submitted Resclved : Partially appr... [  Actions
7 10/30/20.. B/30/2017 9/29/2017 $129.11 $129.11 MANUAL  Submitted Resolved : Partially appr... [ Actions
B 10/30/20., 9/14/2017 10/14/20 $173.36 $173.36 MANUAL Submitted Pending Amazon Action & Actions
9 10/30/20 7/18/2017 8/17/2017 $22.12 $22.12 MANUAL Submitted Resolved : Partially appr. ‘\_} Actions
10 10/30/20... B/15/2017 9/14/2017 $235.85 $235.85 MANUAL  Submitted Resolved : Partially appr Actions
11 10/30/20.. 9/13/2017 10/13/20 $446.08 $430.63 MANUAL  Submitted Pending Amazon Action [ | Actions
12 10/29/20.., B/24/2017 9/23/2017 $86.01 $56.01 MANUAL  Submitted Resolved : Partially appr... &) | Actions
13 10/19/20 9/26/2017 10/26/20. $12.39 $12.39 MANUAL Submitted Pending Amazon Action ‘\_} Actions
14 10/26/20... 9/15/2017 10/15/20. $2.71 $2.71 MANUAL  Submitted Pending Amazon Action [ | Actions
15 10/26/20... 9/28/2017 10/28/20 $8.54 $8.54 MANUAL  Submitted Pending Amazon Action [ Actions
16 10/23/20... B/7/2017 9/6/2017 $1,373.53 $1,373.53 MANUAL  Submitted Resolved : Partially appr... [ Actions
17 10/27/2( 10/2/2017 11/1/2017 $67.35 $67.35 MANUAL Submitted Pending Amazon Action A l Actions J

#7 - Amazon portal gets overloaded

We have seen instances, over the years, where the Amazon Vendor Central portal gets a bit
overloaded and slows down. Sometimes it throws errors at unusual times. Any Temp Staff has to be
trained on this occurrence. And, the inevitable slow down costs money in increased Staff and Temp
Worker time.

&« & | @ Secure hnps:Hvendorcentral.arnazon.curnfstfvendon’members,ﬁr\v—mgmt}search?invgiceSIatus=

|am320ﬂ Home Support

| Orders Items Merchandising Reports Payments Settings

6 Page could not be displayed correctly
Try reloading the page
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#8 - Nobody to talk to

iNymbus

Our Amazon Seller clients get frustrated because there is no real way to communicate with Amazon.
Many of the larger established retailers have communication channels in addition to online in order to
provide vendors advice, facilitate problem solving and even negotiating (e.g. Target, Walmart, Costco,
etc.). However, Amazon's strategy is not conducive to one on one communication. This doesn't
surprise us. Amazon does not have human beings processing chargebacks at just pennies an item.
These detailed chargebacks are being calculated by robotic automation. Even recommendations of
how to improve your business with Amazon are made by robots.

® e ™ Inbox -

G.addedyoutoa: x «f Home

- C @ Secure  https://vendorcentral.amazon.com/st/vendor/members/dashboard

amazon

Orders Items Merchandising Reports

PO ON-TIME ACCURACY ASN ACCURACY
- 0%
View report View report

Help us improve Business Advisor

Required actions vt

Update past due PO items

Cancel PO items

Confirm new POs

Lower costs to receive new
POs.

Home Support

Payments Settings

PREP ISSUES REJECTED PO RATE OPERATIONAL PERFORMANCE
- Good
View report Warehouse orders

I Add extra protection to your account Two-Step Verification helps protect against unauthorized use of your account. To avoid losing access to
Vendor Central, Amazon strongly recommends that you set up Two-Step Verification now, if you haven't already. Set up Two-Step Verification

Your business advisor -~~~ Learn more &

Recommendations  Whyars these important?

PRICING

You can potentially increase sales by $ 48l if you update
the cost of = products that frequently lost sales to other
sellers. More info

Review cost recommendations »

AVAILABILITY
You may have potentially lost & & " in sales due to 35
of your products being unavailable.  + More info

Update your product availability »

MARKETING

You can potentially increase your sales by & =8 in the first
when you enroll < of your products in the Amazon

Vine program. More info

% = (B vendor Central
ov Yy o

Account region: =5 US Sign out
Hello, |

Rate this page

Quick links

Add images
Purchase Orders
Shipments
Invoices

Review support cases

News

November 10, 2017
Collect Vendors: New Small Parcel
Carrier » Read more

November 1, 2017
Update to North America Vendor Shipment
Guidelines Manual » Read more

October 23, 2017
Name Change for PO Confirmation Rate
Chargeback » Read more

October 8, 2017
Launch of FC No Show Chargeback
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Conclusion

What to do?

Manual Solutions

As a Seller’s Amazon volume grows (a fantastic problem), it is imperative to immediately implement a
strategy to deal with the chargebacks that will also grow with this volume. In the beginning these
simple steps will succeed in containing chargebacks:

Plan to hire seasonal temps

Organize chargebacks into categories by Issue Type and related documentation

Establish written chargeback processing SOPs

Utilize standardized spreadsheets to organize processing and research

Provide close supervision to answer questions and troubleshoot processing issues

Establish a chargeback threshold - minimum amount that is worthwhile for a team member to

process.

But quickly, especially after the holidays, volumes can get out of hand with thousands of penny
chargebacks adding up to thousands of dollars.

Automated Solutions

At this point, the only way to dispute these chargebacks on-time and successfully, is to automate
processing and use similar robotic technology that Amazon used to create the chargebacks in the first
place. It is 100% possible to take your company's SOP and automate the document matching and
uploading, the algorithm calculations and data entry required to dispute Amazon chargebacks. Truly,
this is the only possible way to win with Amazon chargeback disputes at any kind of volume. Request
an Amazon Chargeback Audit from iNymbus and find out if your Amazon Chargebacks are at the
volume and dollar amount where dispute and resolution automation will pay back.

We think you'll be surprised at how quick and easily a solution can be implemented that essentially
pays for itself in a matter of a month or two.

Contact iNymbus for a FREE Chargeback Audit!

Go to www.inymbus.com/deductions-audit Today!
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About Sreedhar Narahari, CEO and Founder iNymbus.

Early in his career, Mr. Narahari worked as a lead engineer, developing and implementing SAP Accounts
payable and SAP workflow solutions at OpenText. He soon applied his rich skillset and intimate
understanding of SAP to launch his first venture, HighRadius. HighRadius is an integrated receivables
solution that now serves numerous Fortune 500 companies including Warner Bros, ConAgra Foods,
Pfizer, NBC Universal, Adidas and many more. Mr. Narahari is the author of Receivables and Collections
Automation with SAP FSCM and holds a BS in Mechanical Engineering from Osmania University.

Originally Published November 28, 2017.
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