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Payment Terms Calculation Methods

Overview

This document describes the payment terms calculations that are supported by the Stream II System.  The calculation methods described in this document are used when setting the value in the Due Date field in the accounts receivable and accounts payable invoices that are created on the system. The calculation methods described in this document are supported in both the accounts payable and the accounts receivable systems except where noted.   The information that is used when calculating invoice due dates is based on the information stored in the payment terms table for each payment terms code.

The payment terms supported by the system can be broken down into the following categories.

· Cash In Advance (CIA) – When a terms record is set up with  the Cash in Advance Flag set to Y, the system expects payment for the invoice to be received (A/R) or made (A/P) before any goods are shipped   When Cash In Advance terms are used, the due date field of each invoice is set to the same value as the date of the invoice.   The order processing and sales order hold processing systems also support placing cash in advance orders (such as “PREPAID”) on hold to ensure that payment is received and processed prior to shipping.  

· Cash on Delivery (COD) - When a terms record is set up with  the COD flag set to Y, the system expects payment for the invoice to be received (A/R) or made (A/P) as the goods are delivered to the customer or received from the vendor.  When COD terms are used the due date field of each invoice is set to the same value as the date of the invoice.   

· Net Terms – When NET terms are used on a customer or vendor invoice, the payment for the invoice is received or made after the goods or services have been delivered or performed.  This type of sale is also referred to as a sale on open account.  All Net terms codes are entered into the Terms table by setting the Net flag to “Y”.  There are several different types of net terms supported by the system.  These various types of net terms are listed below.

· Elapsed Days – In this case, the due date for the invoice is calculated by adding a defined number of days to the invoice date.  An example would be NET 30.  When Net 30 day terms are used, the due date for the invoice is set to the invoice date plus 30 days.

· Specific Day with cuttoff – When Specific Day type terms are used, the system calculates the invoice due date by looking at the day of month field (which defines the date on which the payment should be made or received), and the cuttoff day field.  The cuttoff day field determines if the invoice due date should be set to the specified day of month in the current month (based on the invoice date) or to the day of month in the month following the invoice date.  When this terms type is used, the elapsed days field in the terms table is not used and the elapsed flag should be set to N.  An example of how these terms might be used would be Net 30 EOM.  If a terms record is set up with the Net Flag set to “Y”, the due date set to 0 (for end of month) and the cuttoff date set to 1, the system would set the due date for all invoices generated in october to november 30th (all invoices from 1st to end of the current month are due at end of following month).  If a terms record was set up with the cuttoff date set to 15, all invoices from the 1st to the 14th of october would be due on october 31st and any invoices dated from the 15th to 31st of october would be due on november 30th.

· Elapsed + Specific Day – No Cuttoff – When a terms record is set up with both the Elapsed flag and the Specific flag set to Y, the system first calculates the due date based on the elapsed days.  If the due date based on elapsed days is greater than the specific day for the terms (the date on which payment should be received), the due date is set to the specific day of month in the next month.  If  the elapsed due date is less than or equal to day of month, due date is set to the specific day of month in the current month (the month calculated using the elapsed days).
· Elapsed +1Customer Specific Date – No Cuttoff - System first calculates the due date based on the elapsed days.  If elapsed day due date is greater than the day of month (customer specific payment date), the due date is set to the day of month in next month.  If elapsed due date is less than or equal to day of month, due date is set to day of month in current month
· Elapsed + 2 Customer Specific Dates – No Cuttoff - System first calculates the due date based on the elapsed days.  If the elapsed day of month is prior to or equal to the 1st customer payment date, the date is adjusted to the 1st customer payment date.  If the elapsed day of month is after the first customer payment date and before the second customer payment date, the due date is adjusted to the 2nd payment date (both of these dates are in same month that is calculated using elapsed days).  If the elapsed day of month is after the second customer payment date, the system sets the due date of invoice to the first customer payment date in the next month ( the month after month we got in the elapsed days calculation).
· thecuttoff date (in which case, the specific date is left unchanged) or the invoice date is greater than or equal to the cuttoff date (in which case the invoice due date is incremented by one month).  An example of these terms might be Net 30 25th with a cuttoff day of 2.  In this example, an invoice dated october 1st would be due the 25th of  november (october 1 + 30 days = october 31 but this is after the 25th, so system adjusts the due date to match the specific day in following month or november 25th).
· After the elapsed days have been calculated, the system looks at the due day .  If the elapsed due date is less than the specific day, the system adjusts the due date to the specific date on which the payment is due.  If the elapsed day  determine if the invoice should be due in month calculated based on elapsed days (invoice date prior to cuttoff day) or in next month (invoice date equal to or greater than cuttoff day
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