Settlement Date: What does it mean?

One of the confusing steps in online transaction processing is the “settlement” process, and within the Convio system, the “settlement date” of a transaction can cause some confusion.  To understand what Convio’s settlement date means, you need to understand the basic process of how an online transaction gets processed, and some of the limitations that Convio has had to work around in the past.

Typically, when an online transaction is processed, it follows these basic steps:

1) The Payment Gateway connects to the Payment Processor and submits the transaction details

2) The Payment Processor contacts the card-issuing bank with the transaction details and asks for an approval or a decline.

3) The Card Issuing Bank returns an Approval or a Decline message, with optional error codes.

a. A Decline will typically only happen if the account information is incorrect (invalid card number), if there are insufficient funds to cover the requested amount, or if the card has been cancelled / placed on hold.

b. All Transactions not receiving a decline are approved, but may have an error code indicating that the address submitted does not match what the bank has on file, or that the CVV code does not match.  The CVV is the 3 or 4 digits typically found on the back of the card following the account number (American Express usually has them on the front of the card).

4) In the case of an Approval, the Card Issuing Bank places a Hold on the funds requested, which holds those funds and makes them unavailable.  This hold may look like a successful transaction on a card statement, but it is NOT an indication of a successful and complete transaction.  Some card statements may list this hold as a “pending” transaction.  Note that since this hold is placed on the funds by the card issuing bank, only the card issuing bank can release the hold. Holds will typically expire in 5-30 days (average 14 days) if the transaction is never converted to a settled transaction (see 7-9 below) – this can occasionally look like a double charge if it is not a smooth transaction.

5) The Payment Processor returns the results to the Payment Gateway

6) The Payment Gateway sends the results to the Convio system.

7) Convio determines whether the transaction should be allowed to complete based on the site’s specific fraud settings.  For example, it is typically recommended that transactions with a CVV mismatch not be accepted.

8) Convio instructs the Payment Gateway that the Convio system will accept the transaction or not.

9) The Payment Gateway instructs the Payment Processor to “settle” the transaction if Convio will accept the transaction, or to “not settle” the transaction if Convio has rejected the transaction.  This is usually done in a batch process overnight.

When a transaction settles, the money for the transaction is transferred from the card-issuing bank to the Merchant Account that the Payment Gateway is configured to send the funds to.  The settlement date within the Payment Gateway is therefore the day that the transfer of funds is completed. Most clients find it helpful to think of this as the milestone marking the point at which the processor takes administrative ownership of the transaction – from this point forward all status inquiries must be answered by the processor.  

The Payment Gateway does not send a message to Convio each time a transaction settles, so in order for Convio to find out if a transaction has settled, there is a task that runs nightly to check in on any transactions that have taken place in the last several days and asks whether or not the transaction has settled.

When Convio was first integrating to various Payment Gateways such as VeriSign PayFlow Pro (now PayPal PayFlow Pro) and ClearCommerce (eFunds), the only settlement information that could be retrieved was a Yes/No answer to the question of “has this transaction settled?”

This means that Convio had no mechanism to get the actual settlement date out of the Payment Gateway.  What Convio does instead is an approximation – it stores the date that the Convio System found out a transaction settled as that transaction’s Settlement Date.

In most cases, this winds up being fairly accurate (same day) information with the actual date that the transaction settled.  In some cases however, it can be off by a day (or more, depending on circumstances).  For Example:

· A constituent makes a donation on Friday.  The Transaction is successful, approved by the card issuing bank, and accepted by Convio.  The transaction is set to settle on Friday night.

· The Payment Gateway has a massive number of transactions to update with settlement information, and so their system has not yet been updated on Friday night when the Convio Task gathers settlement data.

· On Saturday, the Payment Gateway updates the transaction to reflect that it settled on Friday

· On Saturday, the Convio Task runs and is told that “yes, that transaction settled.”  Convio records a settlement date of Saturday.

Some Payment Gateways are now offering access to additional pieces of data, such as settlement date.*  This means that in a future update to the Convio platform, the task that pulls settlement data will be able to ask “what date did this transaction settle on?” rather than just “Did this transaction settle?”.  This involves a significant change to how we communicate with the Payment Gateways that Convio supports, and is a change that needs to be made carefully.  We are currently tracking this enhancement as Feature Request FR-15907, and if you would like information on the status of this initiative, please contact your Account Manager or the Convio Support Desk.

*Note: the IATS payment processor acts as a combination of merchant account and payment gateway with no internal “hand-off” milestone.  IATS thus has no settlement data to report back to Convio, so all transactions processed through IATS always reports as “Unsettled” and have no settlement date within Convio.

