Payroll Encumbrances Proposal

August 20, 2002

Introduction:
The current process for encumbering salaries and benefits does not provide for the encumbering of salaries and benefits for WBS elements, and in some cases does not provide users with sufficient information to determine the accuracy of the encumbrances that are reflected for their cost centers.  For the last several weeks, the Project Team has been exploring ways to enhance both the reporting for encumbrances and to identify a solution for encumbering salaries and benefits to support the administration of WBS elements.  The following information contains the specifications that will be used to develop the new process.  Your input and comments are critical to the development of this process. 

Description and Specifications for the New Encumbrance Process:

A new method is being developed to provide salary and benefit encumbrances for both WBS elements and cost centers.  The new method will include:

· all monthly and biweekly employees except hourly student employees,

· salary, staff benefits, and longevity pay,

· encumbering for cost centers through the current fiscal year end,

· encumbering for WBS elements through the WBS element end-date,

· WBS element encumbrance data modifiable by departments as needed.

This proposal is based on the development of a new custom payroll infotype to provide information for calculating payroll encumbrances in accordance with departmental needs.  Several new fields will be available on this infotype allowing departments to have control over the encumbrance process for WBS elements.  Departments may decide:

· whether the encumbrance infotype should be refreshed when the employee data changes,

· which WBS elements should be encumbered, 

· the amount of funds to be encumbered, 

· the benefit rate for calculating staff benefits for WBS elements.  

When a new employee (other than an hourly student) is hired, an encumbrance infotype will be automatically copied from the cost distribution infotype for all cost distributions (cost centers and WBS elements).  Departments that want the standard encumbrance amounts according to the cost distribution infotype do not need to take any special action; they will get the standard encumbrances.  Departments that want to adjust encumbrance amounts can update WBS element distribution lines in the encumbrance infotype.  Distribution lines for cost centers will be shown for informational purposes, but they will be protected so they cannot be changed.  Cost center encumbrances will be based on the official university records maintained in the cost distribution infotype.  

Benefits will be calculated on a percentage basis.  For cost centers, the percentage used will be a preset value based on the employee’s subgroup.  For WBS elements, the percentage used will be the benefit rate contained on the encumbrance infotype.  This rate will be defaulted based on the employee’s subgroup; however, departments can modified this percentage on a person-by-person basis.  

Benefits will be calculated on all distribution lines from the encumbrance infotype not specifically excluded and the recurring payments infotype.  Payments made on the recurring payments infotype (i.e., payments such as fellowships, stipends, distinguished professors) will be encumbered in addition to the payments resulting from the encumbrance infotype.      

Longevity pay and the associated benefits will also be calculated and encumbered. Encumbrances for longevity and the associated benefits will be posted directly to WBS elements and self-funded cost centers.  The longevity encumbrance and the associated benefits encumbrance for centrally funded cost centers will be charged to one “pool” cost center per budget entity.   

The encumbrance infotype will have an Encumber flag associated with each distribution line indicating whether that distribution should be encumbered.  The flag for cost centers will be set to “yes, encumber” and cannot be changed.  The flag for WBS elements will default to “yes, encumber”, but departments can change this flag to “no, do not encumber”.

A new GL account will be created for the benefits encumbrances.  Benefits will not be split out into the various benefits categories but posted in a lump sum to the new GL account.  The new GL account will be used both for salary benefits and longevity benefits. 

Departments will have the ability to control when, and if, the encumbrance infotype is refreshed when the employee’s data changes.  Cost center information will always be kept in sync between the encumbrance infotype and the cost distribution infotype; for example, when cost center information is updated on the cost distribution infotype it will automatically be reflected on the encumbrance infotype.  The refresh indicators apply to the WBS element information.  

There will be two refresh options for the encumbrance infotype.  The first refresh option will be an automatic indicator, which if set, will automatically keep the encumbrance infotype WBS element data in sync with the cost distribution infotype:

· If this indicator is set to “Y, automatically refresh”, all existing encumbrance infotype distribution lines will be deleted and new ones copied from the updated cost distribution infotype when a cost distribution changes.  The Encumber flag will be kept intact for any distribution for which the position, WBS element, and wage type of the deleted line match those of a new distribution line (i.e., only the salary has changed).  

· If the automatic refresh indicator is set to “N, do not automatically refresh”, the WBS element distribution lines in the encumbrance infotype will be kept just as they are.  However, all cost center distribution lines will be changed to reflect the new cost distribution infotype information.  In any event, the employee’s WBS element benefit percentage will not be changed by the automatic refresh.

The second refresh option will be a manual option that the departments can use to re-sync a person’s encumbrance infotype WBS element information on demand.  All existing encumbrance infotype distribution lines will be deleted and new ones copied from the cost distribution infotype.  Again, the Encumber flag will be kept intact for any distribution where the position, WBS element, and wage type of a deleted distribution line match those of a new distribution line.  This means that in a refresh, all pay rates are updated, all old distributions retain their Encumber flag settings, and all new distributions will be set to “yes, encumber”.  The employee’s benefit percentage will be changed by the manual refresh (i.e., reset to the current default value).      

For situations that are not covered by the encumbrance infotype, the FM Funds Reservations can be used to manually encumber additional (or reduced) amounts.  This will cover situations such as people who are not yet hired but are expected to be.

Each payroll will include an encumbrance posting report for each cost center and WBS element, on a person-by-person basis.  This report will be modeled after the HRIS Payroll Encumbrance Status Report from the legacy HRIS system and the legacy DMS reports.  The report will be available through a menu transaction departments can execute on demand.  Data will only be available from the most recent payroll period (i.e., the encumbrance data will be replaced after each monthly, biweekly, and longevity payroll run).  Since the encumbrance posting report will only be available for the current pay period, it will include as much information as possible about the employee’s encumbrance settings. 

Some of the benefits of this method are:    

1. The same method of calculating payroll encumbrances will be used for cost centers and WBS elements.  

2. Departments will have control over the WBS encumbrances on a person-by-person basis.  

3. Longevity and its associated benefits will be encumbered

4. Staff benefits for centrally funded cost centers will be calculated and posted to one “pool” cost center per budget entity

5. A posting report will be generated for the encumbrances for each cost center/WBS element and GL account, at the individual employee level. 

6. If the employee is set up in payroll with appropriate end dates, no additional entry is needed for encumbrances.

Sample Screen

Below is a sample of the proposed employee encumbrance infotype:
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Cost center distribution lines will be protected and nothing on these lines can be changed.  They will be automatically refreshed from the cost distribution infotype, whenever changes are made to cost center distribution lines on that infotype.  Encumbrances will always be generated for all cost center distribution lines and their related staff benefits.

Departments can change WBS element distribution lines to impact the payroll encumbrance amounts for WBS elements.  The fields that can be changed are:

1. WBS element auto-refresh: determines whether the employee encumbrance infotype distribution lines will be refreshed when WBS element changes are made to the cost distribution infotype

2. WBS element benefit rate:  the rate to be used in calculating the staff benefits encumbrance for WBS elements

3. Encumber flag:  indicates whether the distribution line should be included in the calculation of the WBS element encumbrance.

4. Additional distribution lines:  can be added for WBS elements

5. Re-sync with payroll cost distribution:  this button can be pressed to bring the encumbrance infotype back in sync with the current cost distribution infotype at any point in time

Timeline

The estimated implementation date for the new payroll encumbrance method is January 2003.

Outstanding Issue

If end dates of contracts are not extended and new contracts are not set up on a timely basis, payroll encumbrances will be misstated.  What action can be taken to insure this information is current and accurate?
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