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® Profits = Cost

From Convenience to Service Fees:
The Utility CFO’s Playbook for Managing Payment Costs

Executive Summary

Utility nance leaders are feeling the pinch: you need to cut costs, work smarter, and keep your cus-
tomers on your side—all at once. In 2025, payment processing fees, and especially the rising cost of
accepting credit cards, have stepped into the spotlight and demand serious attention.

This guide lays out what’s changing in utility payment processing, reveals how premium rewards
cards are driving up expenses, and explains why Visa’s Service Fee Program o ers a better path thar
old-school convenience fees. If protecting margins and public trust matters to you, this guide will

be essential reading.



Current Utility Budget Landscape (2024—-2025)

The pressure on utility nances keeps building. Electricity prices have

jumped—often twice as fast as in ation—making it tougher for families
and businesses to keep up with monthly bills. Utilities, meanwhile, are
investing more in infrastructure upgrades, smarter tech, and maintain-
ing aging systems.

Meanwhile, more customers are struggling with a ordability, and av-
erage unpaid balances have crossed $789. That’s a 32% increase since
2022—nearly triple the rate of in ation—showing how quickly house- :
hold nancial stress is mounting. The upshot? Utility nance teams face
heightened scrutiny over every line item and urgently need solutions
that keep costs fair, visible, and manageable.

Where Payment Processing Fits & 2025 Fee Trends

Payment processing fees, while a smaller budget item than capital or
operating costs, are now tracked and disclosed independently due to
new regulations and growing demand for transparency. Many utilities
publish these costs separately—especially when using convenience
or service fee models—and these expenses are under greater scrutiny
than ever.

The2025 Utility Fee Surveyfd 24 participating utilities highlights this
trend:

* 96.8% now accept credit cards for payment.
e 76.7% charge a convenience or service fee.

Percent accept card payments




Digital adoption is accelerating—utilities are seeing more payments
made online, especially with costly premium rewards and business credit
cards. As these high-fee transactions rise, utilities are closely tracking
payment costs, benchmarking each expense, and stepping up scrutiny to
ensure both e ciency and compliance

From Convenience Fees to Service Fee Innovation

For years, many utilities have addressed payment costs with convenience
fees—these are at charges applied when customers use an alternative
payment channel, such as paying online or by phone. While this helps

0 set some processing costs, convenience fees come with signi cant
restrictions: they must always be a at amount (never a percentage), and
be applied uniformly across payment types in the same channel. This
approach can easily fall short for larger transactions, where the cost of
acceptance—especially with premium or business credit cards—may
outpace the xed fee collected.

By contrast, a service fee program o ers more exibility. Utilities can use
a percentage-based fee structure, which scales with the payment amount
and better covers high transaction costs. This addresses today’s payment
realities and ensures that cost recovery keeps pace as more customers
use rewards and business cards for larger bills.
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The Premium Rewards Card Challenge

Rising Prevalence of High-Cost Cards

Premium rewards and business credit cards are showing up more and
more in utility payments—driving up costs every time someone pays a
bill online with one of these high-fee cards. While traditional convenience
fees help a little on smaller bills, they can leave utilities absorbing some
steep losses when larger payments roll in. That’s because a at fee just
doesn’'t keep up with the actual expense when premium cards are in play
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Service fees are a game-changer here. Utilities can use a percent-
age-based fee that rises along with the bill amount and the type of

card, making sure they truly cover their costs as more customers choose
rewards-packed cards for bigger payments.
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With usage growing fast, it’s helpful to look at just how dominant :;
premium and rewards cards have become when it comes to utility bill i
payments—and why rethinking card fee strategies matters more than
ever.

Key Statistics on Premium Rewards Card Usage
Credit cards now account for approximately 45—-65% of all U.S. online
purchase transactions, and that percentage keeps climbing.

» Approximately 71% of U.S. adults now have at least one rewards i *
credit card, and these cards dominate online spending o

* Industry estimates show more than 60% of online credit card
transaction volume now runs on rewards-based cards, most of
which are premium cards with higher interchange fees.

* In utility and business payments, the use of these high-cost “re-
ward optimization” cards is even higher—driven by a uent and
business users making large, recurring payments.

Online transactions make up 69% of all credit card purchases, the
majority using rewards cards.

Industry estimates show more than 60% of online credit card
transaction volume now runs on rewards-based cards, most of
which are premium cards with higher interchange fees.

Visa’s 2025 Interchange Rates for Premium Rewards Cards
For card-not-present (CNP) transactions—which apply to online utility
payments—Visa’s current interchange rates present signi cant cost

challenges:

Card Type Online Interchange Rate (2025}

1. 895% + $0.10 par ransaclion

Visa Keayed Raveards Tradilional
Viza Keyed Rewards Signature Prefermed 2.30% + $0.10 pertransastion

2.10%=2.95% | $0.10 per transaction

Wisa Business Rewards [online)

Up to 3_16%, — $0.10 par transaction

Momn-gualified (Pramium/Businass)

Business and premium personal rewards cards consistently fall at the
high end of these ranges. Rates can increase further if transactions are
categorized as “non-quali ed” (up to 3.15% + $0.10).



Direct Pro tability Impact on Utilities

Premium rewards and business cards are driving up the cost of accepting
utility payments, often with fees that are several times higher than debit
or standard credit cards. If utilities can’t pass these costs on, every premi
um card payment squeezes their margins even tighter.

With business and government customers most likely to use these high-
cost cards, the impact is growing—and smart fee strategies are more
important than ever.

Let’s take a closer look at just how much premium card usage is a ecting |
utilities today, and what can be done about it.

Srategic Fee Management Solutions

Visa Service Fee Program: Built for Utilities

Visa’s Service Fee Program is now more accessible and relevant for utilitie
than ever before. Utilities with a 4900 MCC can easily enroll and use this
program to transparently pass on service fees to customers paying with
credit and debit cards.

Visa provides clear rules and rate structures designed to help utilities
cover their card processing costs without running afoul of network or

regulatory requirements. The result? Utilities can better manage expenses,
customers know exactly what they’re paying for, and everyone bene ts
from a straightforward, compliant approach to handling payment fees.

Key Advantages of Visa’'s Service Fee Program

1. Eligibility and Structure

Speci cally designed for government, education, and eligible utility
payments

Utilities operating under certain merchant category codes (MCCs) ca
legally and compliantly assess a service fee on Visa card payments

Can be processed both in card-present and card-not-present channe

2. Flexible Application
Service fees may be either at or variable

Permitted for both consumer credit and debit, as well as commercial
cards

Provides operational exibility not available under standard conve-
nience fee programs
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3. Separate Transaction Processing

The service fee is processed as a separate transaction

Enhances transparency and improves reporting

Makes it easier for utilities and their providers to account for collected |
fees directly -

4. Compliance and Disclosure

* Clear, card-brand-approved disclosure rules

» Supports strict compliance and lowers the risk of penalty E
» Customers see the fee appears as “service fee” and are noti ed prior to!
payment =

5. Lower Risk, Greater Predictability

» Designed to meet Visa network requirements

* Minimizes risk of inadvertently violating network or state law policies

» Simpli es operations for utilities

Service Fees vs. Convenience Fees: Critical Di erences :
Understanding the di erences between service fees and convenience fees:
is essential for making strategic payment processing decisions. ;

Limitations of Convenience Fees

Restricted channels: Visa and other networks require convenience fees o
be charged via “alternative” payment channels—often meaning utilities
can only use them for web, phone, or non-standard channels

Flat fee requirement: The fee must be a xed (not percentage-based)
amount, limiting exibility

Merchant category limits: Utilities participating in the Visa Utility Rate Pro-
gram cannot use convenience fees.

Compliance complexity: If rules are misunderstood, a convenience fee

could be misapplied, exposing utilities to penalties. There’s more oper-
ational complexity in tracking channels and fee disclosures to maintain
compliance.

State Considerations: Credit card fee regulations vary by state, with some
prohibiting surcharges entirely and others limiting them to actual process-
ing costs. Utilities should verify current state law before implementing any
fee program. /
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Why Utilities Prefer Service Fees
Finance and accounting leaders increasingly favor service fees because
they:

Allow broader and clearer application across channels and card
types, including regulated debit and premium business cards

* Provide greater legal and card-network compliance with less “gray
area’ than convenience fees, as service fees are purpose-built for
biller categories

* Create a simpli ed customer experience with fees clearly presented,
processed separately, and disclosed in advance

* O er exibility to recover processing costs more e ectively from
high-cost cards and transaction types

* Enable streamlined reconciliation and reporting to support regula-
tory audit and customer transparency demands

In summary, Visa's Service Fee Program provides utilities with a pur-
pose-built, compliant, and transparent mechanism to o set payment

processing costs, especially for high-cost premium rewards transac-
tions—representing a strategic improvement over convenience fees.

IntelliPay’s Service Fee Expertise

At IntelliPay, we understand the complex payment processing challeng-
es utility nance leaders face. With extensive experience implementing
Visa’s Service Fee Program for government and utility clients, we help
organizations:

Navigate compliance requirements across card networks and state
regulations

* Implement transparent fee structures that protect margins while
maintaining customer trust

* Optimize payment acceptance across all channels (online, phone,
in-person)

* Reduce processing costs through strategic payment method promo-
tion and data optimization

» Provide detailed reporting for nancial reconciliation and regulatory
audits



Conclusion and Recommendations for Finance Leaders

Utility budgets are under pressure from all sides—infrastructure costs, O&M
spending, a ordability concerns. Payment processing fees aren’t the biggest
line item, but they’ve become one of the most scrutinized.

The real challenge: premium rewards and business cards now dominate how
customers pay, and those cards cost signi cantly more to accept. Without a
strategy to o set these costs, margins will keep slipping.

What to Do Now

1. Know your numbers. Break down processing costs by card type. You can'’t
X what you haven't measured.

2. Check your eligibility. Visa’'s Service Fee Program o ers more exibility
than convenience fees. See if you qualify.

3. Con rm state rules. Service fee regulations vary by state. Don’'t assume
what works in one jurisdiction works everywhere.

4. Be transparent. Clear fee disclosure builds trust and reduces disputes.

5. Steer customers toward lower-cost options. ACH, debit, and autopay cost
less. Educate and incentivize.

6. Audit regularly. Card network fees change in April and October. Errors add
up quietly.

7. Work with a processor, like IntelliPay who gets utilities. Compliance mis-
takes are expensive—network nes can exceed $100,000.

Bottom line: The utilities that act now will be in a much stronger position.
A little strategy today can save a lot of margin tomorrow.

For more information about implementing a Service Fee Program and optimiz-
ing your utility’s payment processing strategy, visit IntelliPay.com or contact our
utility payment specialists



About This Guide:

This resource was developed for utility nance directors, CFOs, controllers, and accounting leaders manag-
ing payment processing operations and costs. All data re ects 2024—-2025 industry research and current card
network programs. Card network rules change twice yearly (April and October), and state regulations on
service fees and convenience fees continue to evolve. This guide re ects information current as of December
2025.

This guide is for informational purposes only and does not constitute legal, nancial, or regulatory advice.
Utility payment regulations, fee policies, and card network rules vary by state and locality and are subject to
change. Readers should consult with quali ed legal, compliance, or regulatory professionals before making
decisions or implementing new fees. The authors and publishers accept no liability for actions taken based
on this content.



