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Online Self Reported Taxes Challenges

• Large variances in the amount of taxes being paid

• Large dollar transactions make credit card acceptance costly
Estimated cost of $274,000 if all payees were to pay online with Credit Card
Estimated cost of $69,000 if 25% of payee’s were to pay online with Credit Card

• Amount of taxes owed is unknown until tax return is filed

Type of Tax 

Avg # 
Remittances/

month 
Est Median 
Payment 

Est Fee per 
Transaction 

Food & Beverage Tax 333 $             173 $                  5 
Local Motor Fuel Tax 25 $          4,200 $             126 
Hotel Motel Tax 27 $          8,900 $             267 
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Process for Accepting Payments Online

Perform 
Research

Develop 
Code and 

Policy

Determine 
Online 

Payment 
Portal

Determine 
Gateway 

Processor & 
Payment 
Processor

Set up 
System and 
Procedures

Go Live
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Local Government Acceptance of Credit Card 
Act

Does not preempt 
Home Rule 
Authority

50 ILCS 345 -
Regulates 
acceptance of 
credit cards and 
credit card fees

Governing Body has 
authority over the 
manner of 
accepting payments

In order to accept credit card 
payments under this act, the 
local government must:

Hold a public hearing not 
sooner than 10 nor later 
than 30 days following 
public notice of the hearing

Have the Governing Body 
make a decision (ordinance 
or resolution) 
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Local Government Acceptance of Credit Card 
Act - Continued

You can enter into an agreement with credit card processors

You can pay a fee to credit card processors

You can elect to absorb the fee

You can have cardholders pay a fee or surcharge
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Local Government Acceptance of Credit Card 
Act – Surcharges/Convenience Fees
In order to charge a surcharge or convenience fee you must follow these 
rules:

• Surcharge or Fee cannot exceed the amount of the discount or processing fee 
charged to the local government

• Unless the credit card processors were selected by competitive bids and in 
accordance with the Illinois Procurement Code and the fees are fully disclosed, 
then the following caps on fees would apply:
Lesser of $20 or 5% for Licenses, stickers or permits 
Lesser of $5 or 5% for Fines 
Lesser of $40 or 3% for Real Estate or Other Taxes
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Varying Fee Structures

• Already accepting online payments for:

• Possibly accept online payments in the future for self reported taxes, 
licenses, permits and other fees.

Absorb Online Credit 
Card Fees

Pass Along Online Credit 
Card Fees

Ordinance Violation Fees 

Parking Tickets 

Mobile Meter 
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When to Charge a Fee?

Questions to ask in determining when to charge a fee:
• Is there a significant expense for processing the online payment, either as a 

percentage of the transaction or as a total cost?  If so, consider a convenience 
fee.

• Is paying by credit card primarily a benefit to the City, such as reduced 
processing time or increased collections? Or is it a benefit to the payee?  If solely 
a benefit to the payee, consider a convenience fee.

• Is there an alternative no fee payment option available?
• Are there any software limitations to take into account?
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Development of Code & Policy

Build in flexibility to allow for varying fee structures and future 
payment types (Apple Pay, Venmo, etc.)

Set boundaries that your Governing Body and management are 
comfortable with 

Our solution:  Capture key points in Municipal Code, but have a 
detailed policy that can be updated annually
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Champaign’s Code Language

“The City may accept credit cards as a method of payment for 
transactions.  The City may also charge a convenience fee for online credit 
card transactions.  The convenience fee will not exceed the amount 
charged to the City by its third-party vendors for the processing of the 
transaction.  The City will only charge a convenience fee for online credit 
card payments if other payment options are available that do not charge 
a fee.  The City Manager may establish additional policies and procedures 
consistent with this section and the most current adopted financial 
policies regarding online credit card transactions.”
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Summary of Champaign’s Policy

• Standard position is to pass along a convenience fee
• City Manager can grant an exemption to passing along a convenience 

fee.  The criteria to be considered in determining the exemption are:
Whether other payment options (for example, e-check or pay in person) are 

available that do not charge a fee;
The cost to the City of processing the online payment; 
Software requirements; 
The benefit to the City of processing payments online, and the City’s interest in 

incentivizing online payments. 
• Include a chart that we update regularly of the types of payments being 

processed online and whether we absorb the costs or pass along a fee.
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Credit Card Rules and Regulations

All credit card companies 
have them, but Visa’s is most 
stringent

Requirements to charge a fee 
are lengthy and complicated

Depending on structure, the 
fee can be considered a 
service fee, surcharge fee or 
convenience fee  

Work with your Merchant 
Card services provider to 
determine which type of fee 
is best and that all 
requirements are met
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ACH Payment Option

IN ADDITION TO CREDIT 
CARD PROCESSING, 

CONSIDER OFFERING AN 
ACH (OR E-CHECK) 

OPTION

LOW COST –
CHAMPAIGN’S IS A 

FLAT $.50 PER 
TRANSACTION

DUE TO LOW COST, 
EASIER TO ABSORB 

FEES

ALLOWS FOR A NO 
FEE ONLINE 

PAYMENT OPTION
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Behind The Scenes

YOUR 
CUSTOMER

PAYMENT 
PORTAL

GATEWAY 
PROCESSOR

PAYMENT 
PROCESSOR

CUSTOMER 
BANK

CITY FINANCE 
DEPARTMENT



IGFOA ANNUAL CONFERENCE • SEPTEMBER 8–10, 2019

The Mechanics of Online Payments

•Backend Coordination
•Online Payment Portal / Software
•Merchant Card Services
•Gateway Processor 
•Other Players
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Select Software / Online Payment Portal

Research Software providers

Goal: find software that will allow for entering sales data, calculating tax due, 
collecting payments and provide real time integration to general ledger

Find out what other communities are doing

Be Creative
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Merchant Card Services

A Merchant Card Services account enables you 
to accept credit/debit card payments via the 
Internet

•Use existing Merchant Card Services
•Select as part of implementation process
•Analyze Fees
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Gateway Processor

E-commerce service provider that authorizes 
credit card and other types of online payments 

•Provides security – encrypts data and sends to 
processor

•Required to process payments
•Relatively small cost involved
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Working Together with all “Players”

Determine online 
payment “players” 
prior to or early in 
implementation

Optimal to select 
gateway processor 

and merchant 
processor at same 

time

Hybrid approach 
might be only 

option
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Online Payment Progress – Champaign

City has almost 
400 Self Reported 

Taxpayers

Implemented 
Online Payments 

January 2019

18% of Businesses 
paid online the 1st

month

Since inception it’s 
climbed to 30% 

participation

On average only 
3% pay by Credit 

Card

Annual 
correspondence to 

encourage 
enrollment
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An active business account in 
software program

A registered username and 
password to log into CSS (this is 

user chosen)

Business account(s) linked to the 
user’s login

Requirements to File on Citizen Self Service
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Citizen Self Service (CSS) Homepage
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Expand Tax Account
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Select the Tax Account
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Select the Filing Period
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Enter the Filing
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Review / Revise the Filing
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Submit Filing
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Select Payment Type
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Submit Payment
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Payments are settled by the gateway processor at the end of the day

Payment batch can be imported daily

Online filings can be viewed the moment they are submitted in CSS. 
Payments can be viewed in software once imported.

Your Filing and Payment are Complete
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Reporting Options

Software Reports CUBES Reports Processor Reports
Gateway Processor

Merchant Card Processor

E-Check Processor
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F&B Reporting by Area – Taxes Collected
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F&B Reporting by Area – Taxable Amounts
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F&B Reporting Detail – Taxes Collected
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Questions?
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Contact Information

• Kay Nees, Finance Director
Kay.Nees@champaignil.gov

• Jennifer Johnson, Administrative Services Supervisor
Jennifer.Johnson@champaignil.gov

mailto:Kay.Nees@champaignil.gov
mailto:Jennifer.Johnson@champaignil.gov
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