
Investing in an Upgraded Software System

While many colleges and universities invest regularly in expanding and maintaining their physical campus, 
keeping technology current requires a large commitment that not all schools can afford. Software systems 
in particular pose a challenge for forward-thinking institutions due to the large, upfront costs and constant 
maintenance required. Add to that the difficulty in finding a financial partner to fund software improvements 
and many educational institutions end up allowing their technology infrastructure to lag. 

However, keeping pace with technological advances is critical in the education sector, with schools competing 
for enrollment and feeling the pressure to demonstrate their value. Gaining a competitive advantage is possible with 
a modern software system, which enables schools to:

Improve reliability & decrease ongoing maintenance issues

Improve communication & reporting across schools & departments

Automate routine tasks and enhance efficiency

Reduce reliance on paper-based information & systems

Increase the speed of information processing

Challenge of Budgeting for Large Software Upgrades
Many educational institutions struggle with budgeting for software system
improvements since they have to balance the benefits of system upgrades 
with many other critical campus projects. And, unlike new facilities, 
software upgrades aren’t visible or flashy - but they are essential to a 
school’s continued growth and success. That is what one school has 
been struggling with for years, finally realizing that its enterprise resource 
planning (ERP) system needed replacing, immediately.

As the central backbone that runs an organization, an ERP system 
can make or break a university’s internal operations. This expanding 
university, with multiple campuses and schools worldwide, had been on 
the same ERP platform for over 15 years. The university had repeatedly 
patched the nearly obsolete system to keep it functioning but recognized 
it was operating at a minimum capacity. 

Couple its aging ERP system with aggressive growth in enrollment and campus expansion and the university needed
to take action. They had been researching their options for two years before finally settling on a new ERP provider. 
Paying for the system, which had a price tag over $15 million, would be harder.   
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Addressing Short-term Budget Constraints
The school knew a large investment would be required for this upgrade, but perhaps the project’s biggest stumbling 
block was the upfront implementation costs required to get started. Not only does an ERP upgrade have a large price
tag for the ongoing software costs and licensing fees, but the school also needed to plan for approximately $6.1 million 
of implementation costs over the first 24 - 30 months. This critical step provides the support, data mapping and conversion 
needed to get the school up-and-running on the new system - and it is often the most unpredictable and costly part of
the process. 

When evaluating its funding options, it became clear that a variety of providers could offer a standard loan to fund part 
of the project. Unfortunately, the structure did little to mitigate the short-term budget constraints related to the project, 
making the option unaffordable. The school was looking for more and saw value in partnering with an organization that 
could help elevate some of their budget constraints and deliver a more cost-effective option.

The university had an ongoing relationship with First American Education Finance, which had helped finance a number
of previous projects, including facilities improvements, build-outs, and technology refreshing, but had not considered
working with First American for a software project. 

Project Summary - Working Together
The school’s pace of growth required a new ERP system, but its ongoing investments in other aspects of its operations
made cash flow a challenge. Working together, First American and the university were able to design a funding package
that addressed their short-term budget constraints and was affordable. First American’s solution allowed the school to 
continue to expand and simultaneously obtain a new ERP system. 

To learn more, visit:
 www.FAEducationFinance.com/Software

The upfront implementation cost of $6 million was financed in two phases and financed over 54 months, with low, interest
only payments due for the first 15 months of each phase. This helped reduce the university’s expenses at a time when it
was already committed to a major building renovation on one of its campuses.

The size of those monthly payments also remained constant, with an increase occurring in months 16 - 54 of each phase. 
This was key for the university, which was being billed monthly based on the percentage of completion, which routinely 
varied. But its payment to First American remained the same, removing any budget unpredictability. 
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