THE EVERGREEN STATE COLLEGE

BUSINESS PLAN

WEB PAYMENTS WITH CONVENIENCE FEES

Updated 3/24/03

A Proposal

To accept credit card and e-check payments from students via the Web, and charge a convenience fee for this new service. Revenue assumptions are based on no longer take credit card payments over the telephone or in person, and in the same volume as we currently experience.

Currently the college pays over $160,000 per year for bank credit card fees on payments made through Banner Student. This payment is made by taking college funds that would normally be invested and earning interest, in a non-interest bearing (compensating balance) account at our bank. In effect this reduces the interest distribution to college accounts that have cash to invest. The college will still be required to pay these bank fees. There would also be processing fees for e-checks, but should be relatively small. This is still being researched.

B Impacts:

1) Customers: The impact on customers (students/parents) would be positive in that this would be a convenient method of payment. The student’s charges could be paid from anywhere at any time. They would not be restricted to the Cashier’s hours of operation. Currently we take credit card payments by phone and in person. During the tuition payment deadline each quarter, the phones are so busy that customers can have a very difficult time getting through.

Adding a convenience fee may cause a financial hardship for some students/parents who use credit cards as a means of financing the student’s education. 

Because we have taken credit card payments in person and over the telephone for several years, eliminating this service will cause some customer dissatisfaction. This is especially true for some payments like transcript orders where the customer may not be able to pay in person. Their only option to not paying the convenience fee ($5 on a $10 charge) would be to mail a check, delaying services.

2. Student Accounts/Cashiers: This would reduce their workload, especially during fee payment deadline periods. It is estimated that this new process would save 80 hours per quarter in staff time allowing them to concentrate their efforts on helping students with problems and other duties.

3. Providing a new, more convenient method of payment for students allows them to concentrate their energies on their education instead of college business practices.

4. The implementation of this fee will provide a new, stable revenue source.

C Process

There are two options to accepting credit card payments over the web. Option 1 is to purchase Touchnet Payment Gateway for credit cards and Web-check  for e-checks, or other software packages. Option 2 would be to contract with a 3rd party processor to accept payments on behalf of the college. I will respond to option 1 for now.

D Resources

Approximate cost of the software is $22,000 for Touchnet Payment Gateway and $12,500 for Web-check, with annual maintenance contracts usually costing 10% of purchase price. Implementation and hardware costs are minimal.

It will take limited staff resources from both Computing & Communications and Business Services for implementation and training. 

E Time to Implement

Because of the Banner Finance implementation, we would probably not want to start this until the end of 2003 and should take no more than 30 days.

F Cost to Implement

One-time costs of $34,500 and on-going costs of $3,500 for the maintenance contract. Cost of staff resources needed for implementation and on-going support not known at this time, but should not be significant.

G Net Revenue Projection

Credit Cards: Based on current credit card usage and a convenience fee structure of $40 for transactions over $150 and a $5 fee for transactions under $150, the estimated revenue for 1 year is $260,000 or $338,000 for the 2003-05 biennium. Some schools have experienced an increase in credit card usage after offering this new service. Because Evergreen has been accepting credit cards for several years, we may not experience a significant increase, especially with the implementation of a convenience fee.

Web-checks: We would need to charge the same fees for e-checks. The estimated revenue from these fees is based on 10% of current check payments assuming many customers would continue to mail check payments or pay in person. The estimated revenue for the 2003-05 biennium is $35,000.

H Net Revenue beyond 2005

Estimated revenue is $260,000/year for credit card convenience fees and $23,000/year for e-checks.

NOTE: 

The convenience fee amounts listed are the same as currently charged by the University of Washington and Oregon State University for credit card payments.

Research on this topic will continue and include contacts with other schools to verify their experience with this process, and to assess amount of staff support needed for implementation and ongoing processing.

Washington State Dept. of Information Services offers a web based payment process to all state agencies. This process can be further researched.

Other areas of the college such as the Bookstore and the CRC may want to participate in this process. Revenue for these units has not been considered.

Update March 24, 2003

Had a discussion with Touchnet VISA specialist, John McElroy and Jerry Mcguire from Oregon State University.

John McElroy said that VISA policy allows only one convenience rate per payment channel (Web based). If this is violated, VISA can assess penalties to the user’s bank, who then may pass the costs to the college and/or require them to change their practices. We can submit a plan to VISA’s Paul Bazylak for review. Paul is supposedly the person who came up with the convenience fee idea. 

Jerry McGuire said OSU complies with VISA policy by using two different merchant ID numbers, one for each level of convenience fee. They are going to start talking  e-checks, and by use a third merchant number they will not charge a convenience fee. He said the Oregon state treasurer has approved this approach. He also mentioned that students found that by making multiply small payments they could reduce their convenience fee costs (if someone owes $200, instead of paying in full with a $40 fee, they make two $100 payments for a total fee of $10). I still haven’t heard from the UW but Jerry said their policy was patterned on the UW’s.

Jerry stated that the convenience fee is not covering their bank fees at this time because many of their payments are $3,000 to $5,000.
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