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AUTHORIZATION TO PERFORM WORK

UPON COMPLETION – APPROVAL SIGNATURES


Cross-reference to other relevant documents

BluePrint Requirements

· AP125
Need ability to calculate a period end receipt accrual based upon receipt dates.

· A receipt accrual process is available.

· AP126
Need a way to record the receipt date (a single date, not a range).  This is a replacement for the Service Dates currently use for year end accrual purposes, and to federal grant year determination.

· A Receiver (attached to each voucher) can be used to document the receipt date for each voucher.  However, need to develop method of associating receivers to uploaded vouchers.
· AP128
Need to require a receiver on every voucher (excluding AOS distributions; and high volume).


· Must design custom exceptions to the receipt date rule.  The receipt date is an integral part in determining the accrual entry on a monthly and yearly basis 
· AP129
Need the AUDCLAIM uploads to capture both an invoice and receipt date.  


· The upload process does not create receivers.  Need to look into alternatives for creating receipt date for these transactions.

· AP130
Need to require an invoice date and a receipt date on all claim vouchers and PO vouchers.


· Must design rule that all vouchers require a receipt date.

· AP131
If AOS does not want to require a receiver for all payments, is it possible to configure a receiver requirement on all transactions except those within certain objects?  


The delivered options do not allow exceptions to receiving based on objects.

Note: Functional specification F064 describes a proposed modification designed to calculate late payment interest as described by Indiana State Code IC5-17-5-1
Open Issues
· Need to determine how to allow late payment interest calculation to use the proposed voucher receipt date field.

Follow-up tasks
 

Date

Task

FUNCTIONAL SPECIFICATION
Description of Problem Being Addressed

Need to make the "receipt date" field on each invoice line available for input during voucher entry.  As delivered, this field is only populated when copying PO information into a voucher using the “PO Receipt” option. 
Business Requirement

AOS plans to use the receipt date field as a factor when calculating: (1) year end expense accruals for the CAFR, and (2) late payment interest.
Current Situation

Expense Accrual

The state’s expense accrual is performed at year end to recognize expenses for goods and services received in that year, but not paid for in that year.  Today, the state determines the amount of this accrual by looking at payments made after year end and identifying those with a service date (aka “receipt date”) with the prior year.  A journal entry is entered to accrue this unpaid expense into the prior year’s CAFR financial statements
.

PeopleSoft Receiving
A receipt date is typically established in PeopleSoft when a user navigates to a receiver page (in either Purchasing or ePro) and creates a receiving document recording the date and quantity of goods (or services) received.  Receiving documents can be copied from a purchase order or created without a purchase order.  The easiest way (and the way agency users have been taught) is to copy receiver details from a purchase order.  This creates a link between the PO, receiver and eventually a voucher; it also reduces the amount of required data entry.  Once PO line information is copied to the receiver, a user is able to specify the date of receipt, the quantity received and any required asset management information.
On non-PO receivers, a user must create receiver information from scratch by specifying a vendor, location, and chartfields (through selection of items or categories), as well as the date of receipt, quantity and asset management information.  This method is feasible but may be prone to errors when selecting a vendor and location without the assistance of a PO or invoice.  
PeopleSoft Receipt Accrual
GMIS has suggested using PeopleSoft’s delivered Receipt Accrual process to calculate and record this expense accrual after PeopleSoft becomes the system of record.  After evaluating this alternative, the following issues were identified.
Issue 1:  The delivered receipt accrual process is expected to produce accruals on only half of the procurement transactions.

Per Jim Welsh in the July 18th Enterprise Pilot session, only about half of all vouchers in PeopleSoft production (Today) are associated with Purchase Orders.  By extension, (and with a belief that PO Receipts are more intuitive and easier for users to create than non-PO receivers), only about half of all procurement transactions would ever have a receiver.  If receivers exist for only half of the transactions, the PeopleSoft's receipt accrual process (which bases its computation on unpaid receivers) could only accrue expenses on half of the state's procurement transactions.

If PeopleSoft receivers were required on every voucher, the expected level of agency compliance (in a distributed environment) would still not produce the desired results.  Instead, agencies with a significant volume of non-PO vouchers (i.e., FSSA with its CMS and Shadeland systems) would most likely petition for exemption to a cumbersome process; or agencies would create receivers on an as-needed basis (i.e., just before entering a voucher).  There is no known method to effectively force users to create PeopleSoft receivers upon receipt of goods and services.  Under this set of assumptions, the delivered receipt accrual is expected to capture only about half of the unpaid liabilities.

Issue 2:  System response time could be negatively affected if the delivered receipt accrual process is run only once a year.

AOS only requires an expense accrual to occur at year end to produce the CAFR.  Per Jim Welsh, GMIS expects the PeopleSoft receipt accrual process to negatively impact system performance when run only once a year.  The timing of this degradation is expected to occur at year-end, along with a traditionally high volume of transactions.  

Issue 3:  The delivered receipt accrual process could create agency confusion when it records offsetting entries each time the receipt accrual is run and the original receipt goes unpaid.  
If the PeopleSoft receipt accrual process is run more frequently than once per year, additional GL lines would be recorded each time this process is run to recognize all the unpaid receipts at that moment in time.  In the first period the receipt accrual is run, GL entries are created to debit expense and credit a liability.  Thereafter, the previous entries are reversed and a new set of accrual entries are created (debit to expense and credit to liability).  This occurs each time the receipt accrual is run.  The GL affect, due to the second receipt accrual, includes a reversal and new accrual generating a matched pair of offsetting entries (debit to expense and credit to expense) that net to zero. 

Issue 4:  If the receipt accrual is run only once a year, agency users could be confused as they see an accrual consume their budget in year one, the corresponding voucher consume budget during the first part of the second year, and the offsetting credit restore budget in the last period of the next year.  This would reduce an agency's ability to predict and manage their respective budgets.  
Voucher Accrual

As an alternative, AOS could continue performing its year end accrual similar to its current process.  Under this alternative, a receipt date would need to be associated with each voucher (at the line level) and a reversing journal entry would be used to record the year end accrual.  This method would require an enhancement to the voucher entry pages to allow direct entry of receipt dates on each voucher line, as well as a set of system edits to require a value in this field during voucher entry and voucher build.
Interest Accrual

Per Indiana State Code (IC5-17-5-1), late payment interest penalties are incurred and must be remitted if a payment has not been made within 35 days of the later of the vendor’s invoice date or the state’s receipt date (unless different contractual terms were agreed to by the state and vendor).  To comply with this statue, a receipt date should be systematically required on all voucher payments. Without a receipt date on all vouchers subject to this interest penalty, the calculation can only be based on invoice date. Without both dates, a portion of the grace period is removed, causing the amount of interest being remitted to increase. 
Summary

A receipt date is required for both the year end expense accrual (used within the CAFR) and the state mandated interest accrual.  The delivered PeopleSoft receipt accrual process is not expected to be effective in producing a complete expense accrual for the state.  An enhancement to the voucher entry pages could enforce a required receipt date on every voucher line.  
Possible Solutions



The receipt date field (entered on a PeopleSoft receiver) is copied to each voucher line during a “PO Receipt” copy.  This field could be made accessible for data entry on non-PO voucher lines.  Edits could be put in place to require a value in this field prior to save during online voucher entry and voucher build.
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Voucher after copy (As delivered, the receipt date field not viewable or editable.)
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Recommendation

1. Make the receipt date field on vouchers viewable; make the field editable if the voucher is not related to an existing receiver..

2. Make a value in the date field mandatory during online entry and voucher build.
3. Create the annual year end expense accrual journal entry based on vouchers paid after year end with a receipt date prior to the year of payment.  This is expected to be a report run at fiscal year end and either uploaded through the excel upload or uploaded through the journal import process. 
DOCUMENT MODIFICATION HISTORY
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	Draft 1.0
	Creation
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	Draft 1.1
	Rewrite based on additional research into the proposed solution
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	Draft 1.2
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To help identify the migration path, please indicate Target Databases: (Delete the databases that you do NOT require)
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�NF 8/6 - Yes


�Will this still be required with the new COA being switched to Accrual?


�NF 8/6 – Modified text to show receipt date entry on non-PO voucher lines.


�How are receipt dates going to be entered on Non-PO related vouchers online? 
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