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Cross-reference to other relevant documents

BluePrint Requirements

· AP96
Need to calculate/remit interest owed with each late payment.  1% accrues from the later of the received date (i.e., receive date) and the invoice date; plus 1% for every 30 days thereafter.

· Need interest calculation to base computation on "later of invoice date or receipt date".  Complexity will require customization.
(Loosely related)

· AP95
Need to allow overpayment of POs for interest expense calculated at time of payment. 

· AP97
Interest should be included on same payment (warrant) as other payments, but needs to be expensed to the interest expense object.

· AP98
Interest penalties do not apply in some funds (mostly those payments funded by federal grants).  Applies to both PO (and non-PO) payments.

· Need automated interest calculation based on defined list of Fund codes (list to follow).  

· AP99
Need a monthly (& year-to-date) report summarizing AP late payment interest expense for each agency. 
· AP100
Need to convert AP late payment interest expense by BU from beginning of fiscal year to go-live.
· Assume interest expense can be calculated from GL detail entries (expected to be) converted from begin of year to go-live from Commtran files and stored in a historical PeopleSoft ledger.
Indiana State Code IC5-17-5-1

Indiana State Code Interpretation (as presented from 04/02/07 email from Ryan Downham).
List of Fund/Center to receive interest expense for each BU
K:\425 - AOS - COA Work\Phase II\Design\Functional Design\Functional Specs\AP\F064 - Late Pmt Interest Attachment
Open Issues
· IC 5-17-5-1 section 2 (5) says any payments under $500 that relate to highway or road construction, reconstruction, or maintenance is exempt from self assessed interest penalties.  These types of payments could be designated by an attribute on each Project.  However, identifying these projects and adding the indicative attribute is not in scope for the ENCOMPASS project.  The interest penalty solution defined within this specification does not exempt these project from self assessed interest penalties.
Follow-up tasks
 

Date

Task

FUNCTIONAL SPECIFICATION
Description of Problem Being Addressed

The PeopleSoft-delivered late payment interest calculation does not conform to the calculation required by Indiana statute. 
Business Requirement
Per interpretation of Indiana State Code, late payment interest penalties accumulate at 1% of the outstanding balance every thirty days.  AOS self assesses this penalty and remits the accumulated amount with each qualifying payment on behalf of agencies.

Current Situation
PeopleSoft uses payment terms to determine the best time to schedule a payment, and calculate expected discounts or penalties.  Interest penalties are computed at the voucher level at the time of payment (running a Pay Cycle).  
T
hese penalties are added to the payment and may be configured to charge a specific GL account.  The GL Fund varies with each BU (per discussions with AOS), requiring each BU to have its own Accounting Entry Template to designate the Fund specified to be charged.  (Note: the state has provided the list of Fund/Centers to be charged for each BU in the file described in the other relevant documents section.)  The GL account to be used for all interest expense should be configured in the Accounting 
Entry Template as 592022 (a new COA Account).
Interest Rate (required by state)
Late payment interest penalties accumulate at 1% of the outstanding balance every 30 days.  If payment occurs within a 30 day interest accumulation period, the 1% interest rate is prorated for the number of days the payment is late.  Accumulated interest compounds with the outstanding balance at the same increment (every thirty days).  
Interest Accumulation (required by state)
Interest penalties begin accumulating after a varying amount of time depending on the specific payment term (e.g. net 30) defined on the “contract documents”.  Within PeopleSoft, “Contract documents” is being interpreted as any term defined on a dispatched PO; or any term designated by an operator during entry of a non-PO voucher.  If no payment terms are agreed upon (e.g. defined on the PO), a custom term will be defaulted on vouchers to trigger interest calculation following the 35 day grace period (after the later of invoice or receipt date) defined by state code.
Payment Exclusions (required by state)
Interest Penalties apply to all AP payments, except payments to:

· Employees (indicated as vendor record with classification of “Employee”)

· Indiana Agencies (i.e., PEN Products)

· Local Governmental Units (indicated as a vendor record with designated government classification)

· Federal Government Entities 
indicated as a vendor record with government classification)

Grace Period (required by state)
The grace period is described by the terms (e.g., net 30) on the voucher.  These terms are: (1) copied from a PO, (2) entered by an AP operator during voucher entry, or (3) defaulted on a voucher from the Control Hierarchy.  
When Payment Terms are Defined

If payment terms are defined on the PO (and copied to a voucher), a voucher’s basis date is set accordingly.  By example, the terms Net 30 uses the invoice date as the basis date.  Payments paid on the 31st day would be late and should include 1/30th of 1% interest.

When No Payment Terms are Defined
If terms were not established prior to payment, state code allows a 35 day grace period.  This grace period begins at the later of the invoice date or receipt date (“basis date”).  By example, interest begins accruing on the 35th day after the basis date.  The accrued interest is not remitted, however, unless the payment reaches the 65th day after the basis date.  On the 65th day, a full 1% of interest (for the prior 30 days) is payable and compounds immediately with the outstanding basis.  Interest is prorated on a daily basis thereafter.  Compounding occurs every 30 days thereafter

Gaps in delivered PeopleSoft Late Payment Interest Calculation
The late payment interest penalty, as delivered by PeopleSoft does not:

(1) compound interest at 30 day increments,

(2) include a 64 day grace period (as described above),

(3) determine basis date based on “later of” invoice date or receipt date logic 
Recommendation
A new Basis Date Type (Inv/Recpt Date) should be created and used to calculate the late payment interest.

Required Technical Tasks

1. Create a new Translate Value for “Basis Date Type” (Inv/Recpt Date). Business Unit level configuration page is shown below with current existing Basis Date Types. A new value should be added to the drop down list.
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· This new basis date type will be set as the default value at different levels of AP Control hierarchy (specifically AP Business Unit and Vendor)
2. PayCycle process needs to be modified using the logic below:
If Business Unit = 00800 (INDOT) And Amount < $500 and Project Attribute = Exempt from Late Payment Interest



No Action required

Else

If Basis Date Type = Inv/Rectp Date



Get the latest Receipt Date from all Voucher Lines



If latest Receipt Date > Invoice Date Then




Use latest Receipt Date as the “Basis Date” to calculate late payment interest



Else




Use Invoice Date as the Basis Date

Use the following formula for calculating late payment interest:

No. of Days = Action

0 – 34 = nothing

35 – 64 = no interest, but eligible for interest

65 = 1 % accrues

66 – 94 = 1% on first 30 days late, and date late – 30 divided by 30 * 1 % of accumulated balance.

95 = 1 % on first 30 days late, and 1 % of accumulated balance to give new balance. Etc.

  Code from the current GEAC system:

IF WS-DAYS-INVOICED > +35                         

  SUBTRACT +35 FROM WS-DAYS-INVOICED              

  MOVE WS-DAYS-INVOICED TO INVC-DAYS-OF-INTEREST  

  DIVIDE  WS-DAYS-INVOICED  BY +30                

              GIVING WS-NUMBER-OF-PERIODS         

            REMAINDER WS-REMAINDER                

ELSE                                   

  MOVE 0  TO WS-REMAINDER              

  MOVE 0  TO INVC-DAYS-OF-INTEREST     

  MOVE 0 TO WS-NUMBER-OF-PERIODS.      

PERFORM 8000-CACULATE-INTEREST UNTIL WS-NUMBER-OF-PERIODS 

                          = ZERO.                         

PERFORM 8100-CACULATE-INTEREST.                           

8000-CACULATE-INTEREST.                               

    MULTIPLY WS-GROSS-CALC-AMOUNT BY .01              

                  GIVING WS-CALC-INTEREST ROUNDED.    

    ADD WS-CALC-INTEREST TO WS-GROSS-CALC-AMOUNT.     

    ADD WS-CALC-INTEREST TO WS-CALC-INTEREST-TOTAL.   

    SUBTRACT 1 FROM WS-NUMBER-OF-PERIODS.             

8000-EXIT.                                            

    EXIT.                                             

8100-CACULATE-INTEREST.                            

    MULTIPLY WS-GROSS-CALC-AMOUNT BY .01           

                  GIVING WS-CALC-INTEREST.         

    MULTIPLY WS-CALC-INTEREST BY WS-REMAINDER      

                  GIVING WS-CALC-WORK-1.           

    DIVIDE WS-CALC-WORK-1 BY 30                    

                  GIVING WS-CALC-WORK-2 ROUNDED.   

    ADD WS-CALC-WORK-2 TO WS-CALC-INTEREST-TOTAL.  

    ADD WS-CALC-WORK-2 TO WS-GROSS-CALC-AMOUNT.    

8100-EXIT.                                         

    EXIT.                                
Related Tasks
· Excluding Payments from Interest Penalty calculation
· Certain types of Vendors should be excluded from interest penalty calculation (e.g., employees and government entities). This can be accomplished by setting the Late Charge Option to “Not Applicable” at Vendor level (as shown below). Options set here will override the Business Unit level defaults for these vendors.
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· As part of the Vendor Sync process, late charge option should be set accordingly based on the vendor type.

· Restrict access to the voucher “Late Charge Information” page to all but AOS personnel with a new Role.

· Configure each BU with its own Accounting Entry Template to designate the Fund to be charged for interest expense within that BU.









Assumptions
· Exclusively Federal funds – Steve Daniels waived any development related to this requirement to match current process.
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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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Placement of Default Payment Terms





These are the recommend locations to default the state’s late pmt term.  If a value is provided at any lower level, the higher level default will be superceded.








�The additional interest amount could fail budget checking.  What impact does adding additional interest on a voucher have? Explain process.


�NF 8/6 – Process explained during CRP.  Interest expense budget checked after Pay Cycle.  Adjustments to budget may be necessary to cover.


�NF 8/6 – removed “possibly” since AOS plans to clearly identify federal vendors in GEAC, so vendor conversion can designate them with a Federal government classification.


�ND: As indicated in “Interpretation of State Code on Interest payments.pdf” – 


Late Payment Interest is not applicable to “Contracts related to highway or road construction, reconstruction or maintenance if:


INDOT authorizes partial progress payments under IC 8-23-9-14; and


 Each progress payment does not exceed $500.
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