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1.1

1.2

1.3

1.4

1. Preface

Introduction

This manual is designed to help you get acquainted quickly with the Interest and Charges
module of Oracle FLEXCUBE.

It provides an overview to the module, and provides information on using the Interest and
Charges module of Oracle FLEXCUBE.

You can further obtain information specific to a particular field by placing the cursor on the
relevant field and striking <F1> on the keyboard.

Audience

This manual is intended for the following User/User Roles:

Role Function

Back office managers/officers Authorization functions

Product Managers Product definition and authorization

End of day operators Processing during end of day/ beginning of
day

Financial Controller / Product Man- Generation of reports

agers

Documentation Accessibility

For information about Oracle's commitment to accessibility, visit the Oracle Accessibility
Program website at http://www.oracle.com/pls/topic/lookup?ctx=acc&id=docacc.

Organization

This manual is organized into the following chapters:

Chapter Description

Chapter 1 About this Manual gives information on the intended audience. It
also lists the various chapters covered in this User Manual.

Chapter 2 An Overview of Interest and Charge Module gives you a bird’s eye
view of the Interest and Charges sub-system in Oracle FLEXCUBE.

Chapter 3 Maintenance Required for Processing Interest and Charges
explains how branch parameters and interest rules can be main-
tained in the Interest and Charges sub-system.

Chapter 4 Maintaining System Data Elements describes the process of setting
up system data elements or SDEs.
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Chapter 5

Giving UDE Values for a Condition explains the process of specify-
ing actual values for user date elements (UDEs) for an account
class and currency.

Chapter 6 Building Formulae explains how expressions or formulae can be
constructed for the purpose of defining an interest rule.

Chapter 7 Defining Interest and Charge Products explains the process of
defining attributes specific to an IC product.

Chapter 8 Floating Rate Codes for IC Module explains how floating rate codes
for the IC module are created and applied.

Chapter 9 Applying Interest Product on Account explains how you can apply
an interest product to a customer account or an account class.

Chapter 10 IC End of Day Batches explains about the batches to be maintained
in IC for Interest processing.

Chapter 11 Checking for Consistency in Data explains the IC Consistency
Check Function and reports inconsistencies in maintained data.

Chapter 12 Daily Processing of Interest and Charges explains the interest and
charges batch function, which processes liquidations and accruals
for each business day.

Chapter 13 Liquidating Interest Online explains the online interest liquidation
function in the Interest and Charges module.

Chapter 14 Maintaining Interest Statement Details explains the maintenance of
details pertaining to interest statements given to account holders.

Chapter 15 Queries provides a list of queries that can be generated in this mod-
ule and also explains their contents.

Chapter 16 Annexure A - Accounting Entries and Advices explains the sug-
gested accounting entries that can be set up for the Interest and
Charges module.

Chapter 17 Function ID Glossary has alphabetical listing of Function/Screen

ID's used in the module with page references for quick navigation.

Related Documents

e The Procedures User Manual

e The Settlements User Manual

Glossary of Icons

This User Manual may refer to all or some of the following icons.

Icons Function
W Exit
-|— Add row
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Icons Function
— Delete row
Q Option List
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2.1

2.2

2. An Overview of Interest and Charges Module

Introduction

On the balance type of accounts maintained in your bank, you would want to apply interest
and charges. Savings accounts, current accounts, nostro accounts, etc., are examples of
balance type accounts. Using the Interest and Charges (IC) sub-system of Oracle
FLEXCUBE, you can calculate, and apply, interest and charges on these accounts.

Setting up the Interest and Charges sub-system is a one-time activity. Once set up, Oracle
FLEXCUBE automatically computes and applies interest and charges on all balance type
accounts in your bank.

In Oracle FLEXCUBE, interest is calculated for all accounts using the interest rules that you
define. You can define the interest rules to suit the peculiar requirements of your bank.

This chapter contains the following sections:
e Section 2.2, "Interest Rule Definition"
e Section 2.3, "Product Definition"
e Section 2.4, "Conditions Definition"
e Section 2.5, "Usage of Prevailing Market Rates"
e Section 2.6, "Combine Accounts"
e Section 2.7, "Calculation of Charges"
e Section 2.8, "Other Features"

e Section 2.9, "Information Retrieval"

Interest Rule Definition

A ‘Rule’ identifies the method in which interest has to be calculated. For example, to calculate
interest for an account, you would require the following data:

e The principal (the amount for which you want to calculate interest)

e The period (the number of days for which you want to apply interest)

e The rate (the rate at which you want to compute interest)
When you define a rule, you define exactly how each of these components (the principal, the
period, and the rate) is to be picked up from an account for calculating interest. Then, using
the logic PNR/100 (or any other, for that matter), you can calculate interest for the account.

Components of Interest Rule

The components required to build an interest rule (the principal, period, and rate) are broadly
referred to as ‘data elements’. Data elements are of two types:

e System Data Elements (SDEs)
e User Data Elements (UDEs)

The balance in the account for which the interest has to be calculated depends on the
activities that take place in the customer account over a period of time. This information is
constantly updated in the system and is readily available for computation of interest or
charges. Data elements of this sort are called System Data Elements.
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Data elements such as the rate at which you would like to apply interest, the tier structure
based on which you would apply an interest rate, etc., are called User Data Elements (UDEs).
UDEs fall into three categories:

e Rate
e Amount
e Number

You can specify different values for a user data element. For example, you can apply different
interest rates on the basis of the debit balance, as follows:

e Balances between 0 upto 10,000: 5%
e Balances between 10,000 and 20,000: 7.5%
e Balances greater than 20,000: 10%

Using the System Data Elements and the User Data Elements that you define, you can create
formulae to compute interest. In other words, formulae connect SDEs to the UDEs to give a
result: the interest that applies.

To use a metaphor, SDEs and UDEs are the pillars on which an arch called formula rests.
Many arches combine to form a dome called Rule. The things that you choose to put under a
dome correspond to the account classes (or accounts themselves) on which the rule applies.

To build an interest rule, you first need to define the System Data Elements that you would
use in the Interest Rule. For example, if you would like to apply interest on the basis of the
Monthly Minimum Credit Balance, you should define it as an SDE in the System Data Element
Maintenance screen. When you apply the interest rule with ‘Monthly Minimum Credit Balance’
defined as the SDE on an account class, interest will be calculated using the monthly
minimum credit balance in the accounts belonging to the account class.

Once you have defined an interest rule, you have to define an interest product.

Product Definition

Your bank will pay and receive different types of interest and charges. For example, you
would pay credit interest on credit balances in savings types of accounts. Similarly, on current
accounts you would levy a debit interest on debit balances, and so on. Credit interest and
debit interest are examples of the products that you can define.

Advantages of Defining Product

An interest rule is merely built with the logic to calculate interest. You still have, however, to
specify the accounts on which the logic has to be applied, the types of GLs (expense, income,
etc.), and the GLs themselves to which you would like to post the accounting entries. You can
define such details for an interest product. When you link an interest rule to an interest
product, and apply the product on an account, interest will be calculated for the account using
the interest rule, and the accounting entries would be automatically posted to the GLs that you
specify for the interest product.

Conditions Definition

You can apply an interest product on an account(s) in two ways:

e By linking an account class to a product, thereby making the product applicable to all
the accounts of the class. This method of linking accounts is called the definition of a
General Condition.
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e By linking an account itself to the product. This method of linking accounts is called the
definition of a Special Condition.

Defining General Condition

Often, you may calculate interest for several account classes using the same interest
calculation method. In such a case, you can apply the same product to all the account classes.
You can specify the account class (es) when creating the interest product. However, since the
interest rate or tier structure based on which you want to calculate interest may be unique to
an account class, you can specify different values for each account class on which you apply
the product.

The implications of applying the same product on several account classes are:

e Interest will be calculated for all the account classes on the basis of the interest rule
linked to the product.

e The accounting entries generated will be posted to the GLs specified for the product.

e The frequency with which interest is liquidated and accrued will be the same for all the
account classes (that defined for the product).

e You can define different UDE values for each account class (on which you apply the
product).

The definition of a general condition would be the most commonly used facility at your bank.

Defining Special Condition

When you define interest attributes for an account itself, rather than for the account class to
which it belongs, it is referred to as a Special Condition.

When maintaining an account in the Customer Account Maintenance screen, you can opt to
define ‘special conditions’ for it. If you opt to define special conditions for an account the
‘general conditions’ defined for the Account Class, to which the account belongs, will NOT
apply to this account.

Typically, you would want to maintain a special interest condition for a special customer.

Usage of Prevailing Market Rates

The interest rates for a currency can either be fixed or floating. If you want to apply a fixed
interest rate for an account class, you can define so for the product. The prevailing market
rate for a currency can be maintained in the Rates Maintenance screen. The rates maintained
here can be updated every time there is a change. You can apply prevailing rates on an
account class by specifying the rate codes (that you assign in the Rates Maintenance screen)
in the UDE Values Maintenance screen.

Combine Accounts

If you have a customer with many accounts, you can combine them for the purpose of
application of interest. For example, if you have a corporate customer who has ten current
accounts, you can combine them for the calculation and application of interest.

When defining interest details for a customer account (in the Customer Account Maintenance
screen) you can maintain the information necessary for the combination of accounts.
Combination can be of two types — for calculation (this involves combined calculation and
booking) or for booking only.
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e If you specify that the combination is for calculation, the balances in all the accounts will
be added to the balance in a specified account and the interest will be calculated on the
sum of the balances. When liquidation takes place, the interest and charges will be
booked to the specified account.

e If you specify that the combination is for booking only, the interest and charges will be
calculated for the individual accounts. When liquidation takes place, the sum of interest
and charges for all the accounts will be booked to a specified account.

Calculation of Charges

To calculate the charges that you would like to levy on an account, you have to specify the
basis on which you would like to apply charges. For example, you may want to apply charges
on the basis of the debit turnover in an account. When you define a Charge product, you have
to specify the Charge basis. When you apply the charge product on an account or an account
class, charges for the account will be calculated on this basis. The accounting entries would
automatically be posted to the GLs that you specify for the charge product.

You can calculate charges for an account on the following bases:

e Number of Account Statements

e Number of checks returned

e Number of checks issued

e Number of Stop Payments

e Turnover

e Number of transactions

e Number of ad hoc Account Statements

For any charge basis, you can define the number of items that should not be charged. Thus,

you can apply a charge only if the number of account statements given to the customer
exceeds a certain number, and so on.

Other Features

The following are the other features on charge calculation:

e At any point in the day, you can compute (and not apply) interest for an account or
account class. This facility enables you to answer an across the counter query on
interest applicable for an account.

e You can maintain the format of the Interest Statement that you would like to generate
for an account.

Information Retrieval

Information about the application of interest or charges on accounts can be retrieved in many
ways. You can retrieve data in two ways:

e Asareport
e Asanon line query

When you seek information in the form of a display, on the basis of certain parameters, you
perform a ‘query’. Typically, you would ‘query’ (the system) to provide your customer with
immediate information, such as the interest accrued on an account, the interest rates
applicable, etc.
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A report, on the other hand, is information retrieved mostly in a printed format. However, you
can direct a report to one of the following destinations:

e The printer
e The screen (as a display)
e A spool file (stored as a spool file to be printed later)

The reports that you have spooled can be printed, or viewed, through the ‘Reports Browser’
screen.
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3. Maintenance Required for Processing Interest and

3.1

3.2

Charges

Introduction

This chapter enumerates the maintenance of the following reference information used by the
Interest and Charges module in Oracle FLEXCUBE:

e Branch Parameters
e Rules

This chapter contains the following sections:

e Section 3.2, "Rules"
e Section 3.3, "Branch Parameters"
e Section 3.4, "Rules for Interest and Charges"

Rules

A ‘Rule’ identifies the method in which interest or charge has to be calculated. For example,
to calculate interest for an account you would require the following data:

e The principal (the amount for which you want to calculate interest)
e The period (i.e., the number of days for which you want to apply interest)
e The rate (the rate at which you want to compute interest)

Using the formula PNR/100 you can calculate interest for the account. When you define arule
you define exactly how each of these components (the principal, the period, and the rate) is
to be to be picked up from the account for calculating interest.

In the case of charges, you may have to specify the conditions for which you would need to
apply charges. For example, you may want to apply charges on the basis of the debit turnover
in an account. When you define a Rule to calculate the charge, you have to specify how the
debit turnover in the account has to be picked up and how the charge has to be applied.

Data Elements

The components required to calculate interest (the principal, period, and rate) are broadly
referred to as ‘Data Elements’. Data elements are of two types:

e System Data Elements (SDEs)
e User Data Elements (UDEs)

The balance in the account for which the interest has to be calculated, the turnover of the
transactions on which a charge has to be applied, etc., depend on the activities that take place
in the customer account over a period of time. This information is constantly updated in the
system and is readily available for computation of interest or charges. Data elements of this
sort are called System Data Elements.

Data elements like the rate at which interest has to applied, the tier structure based on which
interest needs to be computed etc., are called User Data Elements (UDEs). UDEs fall into
three types:

e Rate
e Amount
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e Number

You can specify different values for a user data element. For example, you can apply different
interest rates on the basis of the debit balance, as follows:

e Balances less than 0 upto 10,000: 5%
e Balances between 10,000 and 20,000: 7.5%
e Balances greater than 20,000: 10%
Using the System Data Elements and the User Data Elements you can create formulae to

compute interest and charges. In other words, formulae connect SDEs to the UDEs to give a
result which is the interest or charge that has to be applied.

A Rule, therefore, is made up of SDEs, UDEs, and Formula (e).

Branch Parameters

This section contains the following sub-topic :

e Section 3.3.1, "Maintaining Branch Parameters"

Maintaining Branch Parameters

You can use the ‘Interest & Charges Branch Parameters’ screen for maintaining parameters
related to Interest and Charges. These parameters can be maintained for each branch of your
bank. You can invoke the ‘Interest & Charges Branch Parameters’ screen by also entering
‘ICDBRMNT in the field at the top right corner of the Application toolbar and clicking the
adjoining arrow button.

Interest & Charges Branch Parameters Maintenance =X

E—; New [ Enter Query

Branch Code * Liquidation Netting

Branch Name Accrue on Holidays

Process Till

Deposit Transaction Code Noof Process 1

RD Payment Transaction Code RD Prepayment Transaction Code

Fields Audit  Ext

You can maintain the following parameters here:

Branch Code

Branch code of the current branch is defaulted here. However; you can specify branch code
from the adjoining option list, if needed.
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Branch Name
Name of the specified branch is defaulted here.

Liquidation Netting

Check this box if you need netting for interest/charges liquidation. When the Liquidation
Netting check box is enabled consolidated entries will be posted.

Accrue on Holidays

Check this box if accrual on holiday is required. The system posts a consolidated accrual entry
for the holiday period if this flag is checked. By enabling ‘Accrue on Holidays’ at branch level,
you can post accrual entries for holidays for the required branches. This is applicable for all
IC products with Accrual Frequency as ‘Daily’.

During IC EOD, the system processes the accrue based on ‘Accrue on Holidays’ from ‘IC
Branch Parameter Maintenance’ screen

Process Till

Select a date till which you need to process interest/charges from the options. The following
options are available for selection:

e System Date — Select if you need to process till system date.
e Next Working Day-1 — Select if you need to process till next working day.

Deposit Transaction Code
Specify a valid deposit transaction code from the adjoining option list.

No of Process
Number of the process is defaulted as ‘1’ here; however, you can modify if needed.

RD Payment Transaction Code
Specify a valid RD payment transaction code from the adjoining option list.

RD PrePayment Transaction Code
Specify a valid RD prepayment transaction code from the adjoining option list.

Purge Details

You can maintain the following purging details here:

Retention Period for Accrual (In Months)
Specify a valid retention period for interest/charges for purging and archiving accruals.

Retention Period for Liquidation (In months)

Specify a valid retention period for interest/charges for purging and archiving liquidation
entries from ictb_entries_history.

OD Status Movement GL

You can maintain the following GL details here:

Bad Debt Expense GL

Specify a GL for posting the entry by debiting the bad debt expense GL and crediting the
principal suspense GL during status movement. Bad debt expense GL is used to post entries
during write off status.

Principal Suspense GL

Specify the GL for posting the offset entry during the movement of principal amount to
suspense GL.
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Interest Suspense GL

Specify the GL from where the unrecognized interest is moved to this GL during the status
change. Alternatively, you can select the interest suspense GL from the option list. The list
displays all valid values maintained in the system.

Rules for Interest and Charges

This section contains the following sub-topics:
e Section 3.4.1, "Invoking Interest and Charges Rule Maintenance"
e Section 3.4.2, "System Elements (SDEs)"
e Section 3.4.3, "User Elements (UDEs)"
e Section 3.4.4, "Formulas Button"
e Section 3.4.5, "Applying Prepayment Penalties on Deposits"
e Section 3.4.6, "Maintenance for Prepayment Penalties"
e Section 3.4.7, "Maintaining Rule for Calculating Commission on HDB"

Invoking Interest and Charges Rule Maintenance

You can define Rules in the Interest and Charge Rule Maintenance screens. For a Rule, you
can define:

e The System Data Elements applicable
e The User Data Elements applicable
e The formula(e)

In addition to specifying how the SDEs and UDEs are connected through the formulae, you
also define certain other attributes for a Rule. You can invoke the ‘Interest and Charges Rule
Maintenance’ screen by typing ICDRUMNT in the field at the top right corner of the
Application tool bar and clicking the adjoining arrow button.

Interest & Charges Rule Maintenance =X
B New  [D Eteruery

RulelD * Apply Interest

Rule Description * On Account Opening Month

On Account Closure Month
Primary Element

System Elements User Elements

* *
[ SystemElements & () UserBlements o Type & Getlatest © External Pricing &

No data to display. No data to display.

Fields ‘

Formulas Formula Rate Audit  Exit

Rule Identification

Assign each Rule that you define a unique code. This code should, ideally, represent the type
of interest or charge that you are defining. When you want to link a product to a Rule, it should
be possible for you to identify the Rule with only the code you have assigned it.
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Description

Enter a short description of the Rule, indicating the type of interest in the Description field. This
will be used by the system for all display and printing purposes.

Enter at least three characters for the description of the Rule.

Primary Element

Select the System Data Element (SDE) that must be deemed as the principal component for
the interest rule you are defining. This is typically done for rules defined for prepayment
penalty application for time deposits. The SDE maintained to pick up amounts withdrawn
before the maturity date, is typically set as the primary component, for such rules.

Apply Interest

By default, interest will always be applied from the day an account is opened till the day before
it is closed. However, you have the option of excluding the month in which the account is
opened or closed from being considered for interest application.

e On Account Closure Month

e On Account Opening Month
On modifying the apply interest on account opening month flag, modification will not be
applicable for already created accounts. The same will be applicable for newly created
accounts created post the modification.

However, while processing interest manually, you have the option to specify a date till which
you want to liquidate interest.

System Elements (SDEs)

The first thing that you have to do while defining a Rule is to pick up the System Date
Elements that you would use in the rule. You can pick up as many of them as necessary; only
those that are picked up here can be used in the formulae for the Rule subsequently.

To recall, an SDE identifies the principal and the period for which you would like to apply
interest or charges. The attributes for each SDE is defined through the ‘System Data
Elements Maintenance’ screen. In this screen you can only identify the SDEs which you would
like to use to build interest rules.

In order to specify exemption of tax on interest, you will have to use the ‘DIRT exempt’ SDE
provided specifically for this purpose.

Refer to the SDE chapter of this user manual for details of DIRT exemption.
You can use the following SDEs for fetching the numeric equivalent value of the customer’s

FATCA classification and identify the IGA domicile status.

e CUST_FATCA_CLASSFN — This SDE returns the numeric equivalent value of the
customer’'s FATCA classification.

e |IGA_DOMICILE - This SDE returns the IGA Domicile status of the customer from Entity
FATCA classification record. The value can be 0, 10, 11 or 20.

For more information on SDEs, refer to the section ‘System Data Elements Maintenance’ in
the chapter ‘Maintaining System Data Elements’ in this User Manual.
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User Elements (UDEs)

In the same way that you pick up the SDEs applicable for the rule that you are defining, you
should identify the UDEs which you would be using in the rule. The UDEs that you pick up
could be any of the following types:

e Rate
e Amount
e Number

The interest that you charge on a debit balance is an example of a debit rate. The interest that
you pay on a credit balance is an example of a credit rate.

A User Data Element will be an amount under the following circumstances:

e Inthe case of a tier structure, the upper and lower limit of a tier or a tier amount;
e Inthe case of a charge, when it is indicated as a flat amount
e Any amount that can be used in the definition of formula(e)

A UDE as a number is typically used for a Rule where interest or charges are defined based
on the number of transactions. A UDE under this category can also be used to store a
numerical value that may be used in a formula. For example, in the formula you would like to
multiply an intermediate result with a certain number before arriving at the final result. The
‘certain number’ in the formula can be a UDE.

You can enter the actual values of the UDEs (like the interest rate, the upper limit for the tier,
etc.) in the IC User Data Element Maintenance screen. This is because you can specify

different values for each data element. A rule can, therefore, be applied on different accounts
since it just represents a method of interest calculation. The following example illustrates this.

Note

You can modify the values of the UDEs that you choose. However, remember to check the
formulae where you have used the user data element. The modified data element will ap-
ply only from the current interest period. It will not have a retrospective effect.

Identifying the UDE Value that should be used for back-period interest calculations

While creating an IC Rule, you have to define the UDEs that will be used in the formulae that
you have defined.

For each UDE that you define for the purpose of calculating tax, you can specify whether the
tax should be computed based on the latest value for the UDE element or whether the system
should use the UDE value effective for the corresponding liquidation cycle.

If you select Use Current, irrespective of the liquidation cycle to which the calculation belongs,
the system picks up the latest UDE value and computes the tax amount. If you indicate that
the system should apply the Effective rate of UDE values, the UDE value effective for the
liquidation cycle will be picked up.

External Pricing
Selecting this flag for a UDE indicates that External pricing is enabled for the same. If the flag

is opted Relationship Pricing rates get applied to the UDE during interest processing. The
default value of the flag is No.
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Note

You can select the Use Current option when the formula associated with the rule is of type
Tax. However, you have to ensure that you do not set the periodicity to Daily while defining
the tax formula.

Formulas Button

Using the SDEs and the UDEs that you have specified for a Rule, you can calculate interest.
You have to specify the method for calculating interest in the form of formulae. Using the
SDEs and the UDEs you can create any number of formulae for a Rule. Click ‘Formulas’
button to invoke ‘Formulas’ screen.

Formulas X

Formula Number 10f1 Periodicity ~ Daily
Debit/Credit  Debit BookFlag  Booked DaysYear  Actual
Accruals Required DaysinaMonth Rounding Required

Interest Method Default from

Currency Definition External Pricing

Tax Category

Tax Description

Formula Wizard Exit

The following are the attributes of a formula:

Formula Number

Using the SDEs and the UDEs that you have specified for a Rule, you can calculate interest.
You have to specify the method for calculating interest in the form of formulae. Using the
SDEs and the UDEs you can create any number of formulae for a Rule.

In this field, the formula number that you are defining for a Rule will be displayed.

Book Flag
The Booking Flag of a formula denotes whether the result of a formula should be:

e Booked (that is, if the resulting amount should be posted to the customer account).

e Non-booked (that is, the result of the formula is to be used in another formula and not
to be posted to the customer account).

e Tax (thatis, the formula is used to calculate tax. The tax can be borne either by the
customer or the bank).

e Penalty (that is, formula is used to calculate penalty. This differentiate between penalty
and debit interest formula because during early redemption interest formula goes
through recalculation with either positive or negative interest rate).

Use the Non-booked formula for the condition and result to use it as a condition in the Booked
formula and use a Booked formula with periodic nature for posting the liquidation.

Periodicity
The Periodicity of a rule application denotes whether the formula you are defining has to be:

e Applied for each change during the interest period (or daily)
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e Only for the last day of interest period (periodic)

When aggregate or monthly SDEs are used for calculation, the periodicity to be applied for
that formula is Periodic, else to be maintained as Daily.

The following example illustrates how the concept of periodicity of application of a formula
functions:
Example

CACLY1 is an account class. On all the accounts belonging to this class, you want to apply a
credit interest on the minimum monthly balance. The interest liquidation periodicity is every
quarter.

Let us consider the liquidation period of January, February, and March 1998. The monthly
minimum balance in an account belonging to the class is as follows:

e January USD 10,000
e February USD 15,000
e March USD 5,000

The current market rate should be applied to the account, and the rate varies as follows for
the three months:

e On 31 January 5%
e On 28 February 5.5%
e On 31 March 4.5%

If the application periodicity is daily, the interest will be applied to the account as follows:

e January 5% on 10,000
e February 5.5% on 15,000
e March 4.5% on 5,000

You will notice that the balance considered is the minimum for each month, and the rate
applied is the rate as of the end of each month. The sum of the interest for all these months
will be the interest for the period.

If the application periodicity is by period, the interest will be applied to the account as follows:
(4.5% on 5,000) * 3

This is because, for the ‘by period’ application periodicity, the minimum in March will be picked
up, on which the rate applicable at the end of the period (which is 4.5% on 31 March) will be
applied for the three months.

Note that the periodicity that you enter here is different from the liquidation periodicity. The
Periodicity that you define for a rule is a calculation periodicity. The Liquidation Periodicity is
the interval between two successive automatic liquidations.

e You can define the liquidation periodicity when you create a product
e You define the periodicity of formula application in this screen

Debit / Credit

The result of a formula will be an amount that has to be either debited from the customer
account or credited to it. For example, the debit interest that you charge on an overdraft would
be debited from the customer account; while, the creditinterest that you pay would be credited
to the customer account. In this screen, you indicate this.
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Often, when calculating interest for an account, you would want to debit interest under certain
conditions and, under certain other conditions, credit interest. In such a case, you can build
formulae to suit both conditions. The formula that is used to calculate interest for the account
would depend on the condition that is fulfilled.

Note

For a Booking formula, the system automatically checks this box and disables this option.

Days in a month

The method in which the ‘N’ of the formula for interest calculation, PNR/100, has to be picked
up is specified for a formula. This is done through two fields: Days in a month and Days year.
The number of interest days for an account can be arrived at in the following ways.

e One, by considering the actual number of days in a month

e Two, by considering 30 days in a month.

e Three, by Euro - 30 method

e Four, by 30 Euro-ISDA method

e Five, by considering the actual number of working days in a month

Days Year

The interest rate is always taken to be quoted per annum. You must therefore indicate the
denominator value (the total number of days in the year) based on which interest has to be
applied. You can specify the days in a year as follows:

e One, Actual number of days (leap year will be 366, non leap year will be 365)
e Two, the US method of considering 360 days in a year

e Three, 365 days (leap and non leap year will be 365 days)

e Four, 252 days in a year

If you specify that the actual days in a year should be used for calculation of interest days, all
calculations will be according to the number of calendar days in the year. For example, if it is
a leap year, 366 days will be taken as the total period.

In case you choose to consider each year as having 360 days, all calculations will be based
on this assumption. Irrespective of the number of days in the relevant year according to the
calendar, the value will be calculated on the assumption that there are 360 days in the year.

In conclusion, the number of days to be used for calculation of interest can be any of the
following combinations:

e Actual/Actual (the actual number of days in a month/Actual number of days in a year)
e Actual/360

e 360/Actual

e 360/360

e 360/365

The following table illustrates how this is achieved in Oracle FLEXCUBE:

Days_to be Specification in Oracle FLEXCUBE

considered

Actual/Actual Click on Actuals in ‘Days in a Month’ field. Click on Actuals in
‘Days in a Year field.
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Actual / 360 Click on Actuals in ‘Days in a Month’ field. Click on 360. days
in ‘Days Year field.

360/Actual Click on 30 days in ‘Days in a Month’ field. Click on Actuals in
‘Days Year’ field.

360/360 Click on 30 days in ‘Days in a Month’ field. Click on 360 days
in ‘Days Year field.

Accruals Required

Only if you indicate that interest should be accrued (for a formula) will it be done. You can opt
to accrue the interest due to one formula and choose not to accrue the interest due to another
formula that you are defining for the same rule.

Note

Only a booking formula can have accruals.

You can indicate, as a preference (in the Product Preferences screen), if all the accrual
entries generated can be passed for a product rather than for individual accounts linked to the
product.

The interest that is accrued can be posted into different accounts. The result of each formula
is an accounting role and you can map each into a different GL/SL (Accounting Head).

Rounding Required

When building an interest rule, you can indicate if the results of non-booking formulae should
be rounded-off by choosing the Round Results option.

External Pricing

Selecting this flag for a UDE indicate that External pricing is enabled for the same. If the flag
is opted Relationship Pricing rates get applied to the UDE during interest processing. The
default value of the flag is No. To enable External Pricing for product, the External Pricing flag
to be checked at the UDE level of the rule which is mapped to be product.

Tax Category

If the formula that you are creating is a tax formula, you have to specify if the tax amount would
be borne by the customer or the bank. For example, if the tax on the credit interest that you
pay your customer is borne by the customer, you need to indicate this here. If, on the other
hand, you charge a customer interest on the debit balance and bear the tax on your income,
you should indicate that the bank would bear the tax. In either case, when you have to pay
tax ultimately, one entry would involve the Tax Payable GL. The accounting Role, in both
cases would be ‘Tax’. Choose the GL/SL head depending on whether the customer or the
bank bears the tax.

Specify the ‘tax category’ to which the Tax Rule belongs, from the option list provided. Only
valid categories (open and authorized) are maintained here. If the tax category is not
maintained, then the tax booked under this tax rule will not be considered for waiver/tax
computation processing. However, normal tax processing will occur as usual.

Note

When the formula is Tax, you will invariably be using the result of a previous formula (e),
which would return the actual interest that is applied. The tax formula should then indicate
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the method in which tax should be calculated on this interest. Note that a tax formula will
not be accrued. It is suggested that a tax formula be ’periodic’.

For specifying exemption of tax, you will have to use the ‘DIRT exempt’ SDE in building the
rule.

When you create a product, the accounting roles available would depend on the formulae that
you have defined. For example, only if you have built a tax formula for an interest rule, would
the accounting role ‘Tax’ be available for the product.

Calculation Parameters

Local Currency Basis

Check this option to indicate that the Basis Amount on which the tax is going to calculated,
should be converted to local currency.

Basis %

Specify factor for computation of the taxable amount. The basis percentage should be greater
than 0 and less than or equal to 100. The basis amount would first be multiplied by this
percentage to arrive at the actual basis amount on which tax needs to be computed. The
inverse of the same factor would then be applied to the calculated tax amount to arrive at the
actual tax amount.

Booking

Book Tax to Expense Account

Indicate whether or not the tax on interest and charges should be processed as an Expense
type of tax and booked into a Tax Expense account, to be paid to the Government.

Tax Payable Currency Flag
Specify the currency in which the tax on interest and charges should be paid.

FATCA

FATCA Withholdable Tax
Check this box to indicate that the tax being maintained is a FATCA tax.

If this field is checked and ESCROW processing is not done, then the system will post the
audit log irrespective of whether the tax was withheld or not.

e If the rule returns WITHHOLD, then the system will computed the tax amount and
decision will be set to Y — WITHHOLD.

e [Ifthe rule returns NO WITHHOLD, then the tax amount will be zero and the decision will
be setto N — NO WITHHOLD.

Basis Amount

Option

Specify the rounding option for conversion of the amount to calculation currency. It could
either be Currency Default or Specific.

‘Currency Default’ indicates that the rounding details would be taken from the rounding
parameters defined in the Currency Maintenance screen. ‘Specific’ indicates that the
rounding parameter would be defined or picked up from the Tax Rule itself.
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Method

This field is enabled only if the Calculation Currency Rounding Option is selected as ‘Specific’.
Select either of the following options:

e Truncate

e Round Up

e Round Down
e Round Near

Truncate indicates that the amount would be rounded to the number of decimals specified for
the currency

Round Up indicates that the amount would be rounded up based on the number of decimals
and the nearest rounding unit for the currency

Round Down indicates that the amount would be rounded down based on the number of
decimals and the nearest rounding unit.

Round Near indicates that the amount would be rounded up or down based on the number of
decimals and the nearest rounding unit
Decimals

This field is enabled only if the Calculation Currency Rounding Option is selected as ‘Specific’.
Specify the number of decimals up to which the rounding/truncation has to be done. The
rounding decimals defined here should be less that or equal to the decimals defined in the
Currency Maintenance screen.

Units

This field is enabled only if the Calculation Currency Rounding Option is selected as ‘Specific’.
This represents the least amount that can be measured in a particular currency. You need to
specify the unit up to which the amount should be rounded. The unit defined here should be
a multiple of the unit defined in the Currency Maintenance screen.

Tax Amount

Option

Specify the rounding option for conversion of the amount to tax currency. This could either be
Currency Default or Specific.

‘Currency Default’ indicates that the rounding details would be taken from the rounding
parameters defined in the ‘Currency Maintenance’ screen.

‘Specific’ indicates that the rounding parameter would be defined/picked up from the Tax Rule
itself.
Method

This field is enabled only if the calculation rounding option is selected as ‘Specific’. Specify
the method in which the rounding should be done for calculating the actual tax amount. It
could be either of the following:

e Truncate

e Round Up

e Round Down
e Round Near

Truncate indicates that the amount would be rounded to the number of decimals specified for
the currency.
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Round Up indicates that the amount would be rounded up based on the number of decimals
and the nearest rounding unit for the currency.

Round Down indicates that the amount would be rounded down based on the number of
decimals and the nearest rounding unit.

Round Near indicates that the amount would be rounded up or down based on the number of
decimals and the nearest rounding unit.

Decimals

This field is enabled only if the Calculation Currency Rounding Option is selected as ‘Specific’.
Specify the number of decimals up to which the rounding/truncation has to be done. The
rounding decimals defined here should be less that or equal to the decimals defined in the
Currency Maintenance screen.

Units

This field is enabled only if the Calculation Currency Rounding Option is selected as ‘Specific’.
Specify the unit up to which the amount needs to be rounded. The unit defined here must be
a multiple of the unit defined in the Currency Maintenance screen.

The expression for the SDEs can be viewed by clicking ‘Formula Wizard’ button. You can

build expressions for SDEs using ‘Formula Wizard’ screen.

Formula Wizard X

0 Expression & Condition < Result ¢

No data to display.

Page 1 (0ofQitems) [

Element

Functions

Exit

Applying Prepayment Penalties on Deposits

For time deposits, you can choose to apply prepayment penalties on any withdrawals before
the maturity date.
Prepayment penalties are computed based on the following bases:

e The amount withdrawn prior to the maturity date

e The period that has elapsed between the start date of the deposit and the withdrawal
date.

e The period that has elapsed between the last liquidation date and the withdrawal date.

For an account foreclosure, prepayment penalty is computed during online liquidation, and for
partial withdrawals, it is computed at maturity.

313 ORACLE



3.4.6

3.4.7

Maintenance for Prepayment Penalties

As part of the Interest and Charges module maintenance in your bank, you must maintain
details that will enable the system to pick up the different elements that will be used in the
calculation of prepayment penalties. These parameters (including products) need to be

operative on the account classes that you have specified as time deposit account classes.

Accordingly, the following system defined elements (SDE’s) are available as inbuilt
parameters in Oracle FLEXCUBE, which you can use to set-up an Interest and Charges rule:

e An SDE for the amount withdrawn during a foreclosure or early withdrawal
(‘PENALTY_BASIS’).

e An SDE for the number of days elapsed between the start date of the deposit and the
withdrawal date (DAYS_FROM_START’).

e An SDE for the number of days elapsed between the last liquidation date and the
withdrawal date (DAYS_FRMLAST_LIQ).

e An SDE to indicate if a withdrawal has occurred prior to the maturity date for a time
deposit account (‘PENALTY_APPLY’, to which a value of 1 is assigned if there is a
premature withdrawal on the TD account).

Using the above SDEs (which are inbuilt in Oracle FLEXCUBE), you must maintain an interest
rule for the calculation of prepayment penalties, which will include these SDE’s mentioned
above, and which will be linked to the appropriate interest product that you have maintained
for calculation of time deposit interest. The rule for penalty must be an additional rule, in
addition to the rule for computation of normal interest on the time deposit account.

Also, in the transaction code used for debit entries to time deposit accounts, you must indicate
the computation of penalties on debit entries due to withdrawals from the account before the
maturity date. You must select the IC Penalty Inclusion check box to indicate this.

Refer to the Core Services module user manual for details about maintaining transaction
codes.

In the interest rule that you maintain for prepayment penalty application, you must also
indicate that the SDE that you have maintained for the withdrawal amount must be a principal
component. You can indicate this by specifying the SDE in the ‘Primary Element’ field in the
‘IC Rule Maintenance’ screen.

Maintaining Rule for Calculating Commission on HDB

You can maintain a rule to calculate the commission on highest debit balance for a particular
month. In the ‘IC Rule Maintenance’ screen, you need to maintain the following details for
calculating the commission.

SDE Elements User Elements

HDB DR_COM_RATE

Click Formulas to provide the following attributes to the formula for calculating the
commission.

Debit/Credit Book Flag Periodicity

Debit Booked Monthly
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Click ‘Formula Wizard’ to specify the formula (‘HDB* DR_COM_RATE)/ (100).Or else you can
define another formula using the defined SDE.

You can link this rule to IC product with liquidation at month-ends. No accrual for this rule and

it is considered as a charge. The CR GL mapped can be treated as a HDB commission
income GL for the branch.
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4. Maintaining System Data Elements

Introduction

To calculate interest or charges for an account, you require the following data:

e Principal - The amount for which you want to calculate interest
e Interest period - The number of days for which you want to apply interest
e Interest rate

These components, required to calculate interest, are called ‘data elements’ (the elements
that provide the required data to calculate interest). Data elements are of two types:

e System Data Elements (SDEs)

e User Data Elements (UDEs)

System Data Elements (SDEs) can include be any of the following:

e Values for data elements like the balance in an account, on which interest has to be
applied

e Number of transactions in a day

Information, such as the ones listed above, is constantly updated in the system and is readily
available for computation of interest. They are therefore called SDEs.

As a corollary, these values will necessarily be picked up by the system while applying
interest. You cannot, for example, indicate to the system that a certain amount should be
picked up as the balance if that is not the balance in the account. On the other hand, you can
indicate to the system that interest should be applied at a specific rate. For a certain period,
you can indicate that interest should be calculated at five percent. While, for some other
period, you can indicate that interest should be applied at six percent.

Thus, the interest rate is a value that you have control on and whose value you can specify.
Such elements are called User Data Elements (UDEs). Another example for UDEs is the tier
or slab structure based on which interest has to be applied on an account (since you would

specify the slab and the tier structure). SDEs and UDEs are used to build formulae that result
in the amount of interest that has to be applied.

This chapter contains the following sections:

e Section 4.2, "System Data Elements Maintenance"
e Section 4.3, "Customer TDS Details"

System Data Elements Maintenance

This section contains the following sub-topics:

e Section 4.2.1, "Invoking System Data Elements Maintenance"
e Section 4.2.2, "Maintaining SDE for Interest Calculation on Daily Average Balance"

e Section 4.2.3, "Maintaining SDE to Compute Average Balance of Two Consecutive
Months"

e Section, "At IC product level, the calculation and liquidation frequency should be set as
monthly and liquidation at month end option should be selected. You should not enable
‘Back Value Recalculation’ for the IC product.”

e Section 4.2.4, "Maintaining SDE for Tax Exemption"
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e Section 4.2.5, "Maintaining SDEs for Computing TDS"

e Section 4.2.6, "Maintaining SDEs for Computing Advance Interest"

e Section 4.2.7, "Maintaining SDEs for Limits"

e Section 4.2.8, "Maintaining SDE for Computing commission on Highest Debit Balance"
e Section 4.2.9, "Maintaining SDE for FATCA"

e Section 4.2.10, "Maintaining SDE for Virtual Accounts"

e Section 4.2.11, "Maintaining SDE for Capitalized Back Value Recalculation"

e Section 4.2.12, "Maintaining Custom SDE"

Invoking System Data Elements Maintenance

You will have different types of accounts in your bank, such as current accounts, savings
accounts, etc. On each of these accounts you would want to apply interest differently. On a
savings account, for example, you may want to apply credit interest on the basis of the
minimum credit balance during the month. On a current account you may want to apply
charges on the basis of the turnovers, or, levy debit interest on the basis of overdrafts.
Similarly, there may be various criteria based on which you would want to apply interest on
an account.

Each such criterion (which the system has to pick up) has to be defined as an SDE in the
‘Interest & Charges System Data Element Maintenance’ screen. You can invoke the ‘Interest
& Charges System Data Element Maintenance’ screen by typing ICDSDEMN’ in the field at
the top right corner of the Application tool bar and clicking the adjoining arrow button.

Account system data element maintenance =X

ar

E—; New D Enter Query

Element * Basis  Balance

Description Periodicty ~ Dally

Nature Field Name For User Defined Basis

Tipe Field Name

Operatin~ No Qperation e

Last Day Of Calculation

Fields Audit  Exit

SDEs should be combined with UDEs into formulae to arrive at a method in which interest or
charge has to be calculated.

Follow the example below, which illustrate transactions that typically take place in a current
account, to understand how SDEs are defined.

Element
Enter a unique ID for the System Data Element that you are maintaining.
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Description
Enter a description of the SDE that you are maintaining in this field.

Nature

Once you fix the ‘basis’ on which you want to apply interest for the SDE that you are defining
(either balances or turnovers which, in turn, could be as of the booking date or the value date),
you have to specify the nature of the balance or turnover. The nature could be:

) Debit
e Credit
e Net

In the example discussed in the beginning of this section, we have seen various types of
balances: on certain days there is a debit balance while on certain other days there is a credit
balance in the account. These are referred to as debit balances and credit balances
respectively.

Each balance in turn will have a periodicity and an aggregation operation attached to it. These
two are explained subsequently.

Basis

Interest can be applied on this account differently, using different data as the basis. That is,
you can apply interest on the basis of ‘item count’, the balance, or the turnover in the account.
In Oracle FLEXCUBE, Balances and Turnovers are referred to as ‘Basis’. While balances will
typically be used for interest application, turnovers could be considered for charges.

Note

A ‘turnover’ is any movement in an account.

Balances and turnovers, in turn, can be considered as of the ‘booking date’ or the ‘value date’
of a transaction.

The booking date is the date on which a transaction is captured in the system. However, the
date on which a transaction takes effect (that is, the date as of which the accounting entries
are passed and the balances updated) could either be the booking date itself, or a date in the
past, or future. This date is called the value date of the transaction. The following are
examples of value dates and booking dates:

e Ms. Yvonne Cousteau, withdraws cash from her account today. The booking date and
the value date of the transaction are the same (that is, today’s date).

e You pass a loan interest recovery transaction into your customer's account, as of a date
in the past. The booking date of the transaction will be today while the value date will be
the date as of which the transaction has to take effect. The account will be debited as
of the value date.

e A customer presents a cheque which has to be sent for clearing. The float period for
clearing is three days. The booking date for this transaction is today’s date and the value
date three days hence.

The Basis could be one of the below:

e Balance
e Turnovers
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Balance

The balance in an account will be different when you consider it to be as of the booking date
or as of the value date.

If you want to apply interest on an account based on the balance in the account, you have to
first specify whether you would want to consider booking dated or value dated balances.
Subsequently, you have to specify other characteristics for the balance.

When you are setting up the SDE, you can use normal balance or the balance due to the IC
transactions. The basis for such SDEs is IC balance.

If the basis of an SDE is IC balance, then by rule, the nature of the SDE will be Net, the type
of the SDE will always be the value dated balance and no further operations will be allowed
on the SDE.

Turnovers

The charges that you apply on an account can be based on the turnover in the account.
Turnovers can either be debit or credit in nature.

The sum of all the debit transactions in an account, in a day, is the daily debit turnover of the
account. When calculating the debit turnover, the credit transactions involving the account
would not be considered. If there are, say, two debit transactions in an account in a day, the
debit turnover for the day would be the sum of the two - irrespective of the credit transactions
involving the account on that day. The same concept applies to credit turnovers also. You
could have monthly debit or credit turnover also.

Note

An SDE based on turnovers will be applied on an account only if the transaction code of
the transaction is defined with ‘Include for Account Turnover = Yes.’

Type
If you have indicated that the system data element is to be calculated on the turnover of an

account, you should specify the date to be used for calculation. The calculation date can
either be:

e The Booking dated
e The Value date of the turnovers

Periodicity

The periodicity decides the period over which a balance or a turnover should be considered
for interest application. This periodicity could be daily, monthly, quarterly (three months), semi
annual (six months), or annual. When a balance or turnover has to be picked up for interest
application, it will be picked up for this period.

An example for a balance with daily periodicity could be the daily net balance in the account.
Similarly, the monthly minimum credit balance, monthly maximum debit balance, etc. are
examples of a balance with monthly periodicity. Similarly, you could consider the minimum
credit balance over a quarter for interest application.

Note

This periodicity is for picking up the value of an SDE. It is not the periodicity at which inter-
est is liquidated. The periodicity with which interest is liquidated is called ‘Liquidation Fre-
quency’. Whenever interest has to be liquidated (either according to the liquidation
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frequency or on an ad-hoc basis, the balance will be picked up based on the SDE perio-
dicity and applied for the entire liquidation period.

The periodicity that you define for an SDE is not the same as the periodicity of rule application
(defined for an interest rule). The periodicity of rule application (which could be daily or by
periodic) also has a role in the way an SDE is picked up (please refer the chapter ‘Maintaining
Rules’ for details).

Operation

An aggregation operation denotes the method in which a balance or turnover should be
picked up over its periodicity. As discussed under ‘Periodicity’, for the ‘Minimum’ credit
balance that has to be picked up over a month, the ‘Maximum’ debit balance for the month,
the ‘Minimum’ and ‘Maximum’ denote an aggregation operation. Another aggregation
operation would be the ‘average’. For example, you could have the average monthly debit
balance or the average monthly credit balance as the attributes of an SDE.

If you choose to apply interest on the basis of the credit, debit or the net balance, you can
specify that the balance to be considered is:

e The minimum
e The maximum
e The average balance in the account, over the period specified by you

Note

If the periodicity for an SDE is daily and the basis is balance, the balance taken will always
be the net balance for the day. It cannot be the minimum, maximum or average balance.

The aggregation operation of ‘sum’ can be used when you want the SDE to return a value that
is a sum of a few values. A typical usage of this aggregation operation will be when you want
the sum of turnovers (debit or credit), or a sum of debit or credit items, over a period.

Days from Start

You can enter a value in this field if you want to compute interest for an account on the
monthly minimum credit balance or the maximum monthly debit balance or the average
balance for a specific period.

The balance in the account, between the date that you specify here and the date that you
specify in the ‘Last Day of Calculation’ field, will be picked up for the purpose of calculation of
interest.

The default value in this field should be specified as ‘1’. However, you can enter any date
here. For example, if you want to calculate interest from the 15th of a month enter ‘15" here.

Last Day of Calculation

You may have a requirement wherein you have to consider the balances or turnovers, only
during a specific period of the month. For example, in some countries, credit interest for
Savings Bank accounts is given for the minimum credit balance in the account during the
month, between the 10 and 25 of the month. To define an SDE that returns the minimum
balance between 10 and 25 of the month, you should define it as follows:

Basis Balance
Nature Credit
Type Value dated
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Periodicity Monthly
Operation Minimum
Days from Start 10

Last Day of Calculation | 25

The minimum balance between 10 and 25 (both inclusive) will be returned by this SDE.

However, the number of interest days will be the entire month, unless you specify otherwise
while defining the interest calculation formulae for an Interest Rule involving the SDE (Please
refer the chapter ‘Building formulae’).

The following is a list of the SDEs available in the system:

e ACCOUNT_LIMIT

o ACCOUNT_TOD
o LINE_AMOUNT

e REPORTING_AMOUNT

e DAYS
e MONTH
e YEAR

o MIN_BAL_REQD
o CURRENT_BAL
o OPENING_BAL

o MON_AVG_BAL_CONS
o OD_APPLICABLE

o OD_LIMIT
e AUF_LIMIT

e ACC_OD_INT_CALC
o NET_BACK_VAL_ADJ_INT
o EFF_LINE_AMOUNT

Maintaining SDE for Interest Calculation on Daily Average Balance

You need to maintain an SDE for interest calculation on daily average balance. This SDE
gives the difference between the ‘PRINCIPAL_EXPECTED’ and the value dated balance of

the CASA account.

The system calculates interest on the minimum of the ‘PRINCIPAL_EXPECTED’ and the
value dated balance of the CASA account. If the CASA account balance is greater than the
‘PRINCIPAL_EXPECTED’ amount, the system calculates the savings interest on the
PRINCIPAL_EXPECTED amount only. For calculating interest on the balance over and
above the PRINCIPAL_EXPECTED amount, an SDE basis ‘Differential Balance’ is provided
in ‘Interest & Charges - System Data Element Maintenance’ screen. This SDE gives the
difference of PRINCIPAL_EXPECTED component in the loan account and the balance in the

CASA account.

CASA Balance
(USD)

MO Loan Principal Expected
(USD)

CL_EXPECTED
(USD)

10000

15000

0
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5000 10000 0

15000 10000 5000

8000 8000 0

Similarly, you need to create another SDE by name ‘CL_LINKED'. This SDE can be used to
check whether the CASA account is linked to a savings component of a contract for offsetting
the interest.You also need to define the purpose formula for calculating interest on the excess
amount.

You can use SDE ‘DEPOSIT_AMOUNT for displaying the maturity amount based on interest
capitalization.

Maintaining SDE to Compute Average Balance of Two Consecutive
Months

You can apply average balance charges to CASA accounts if average balance is not
maintained for two consecutive months. The following SDEs are used to compute average
balance for current and immediate previous month:

e AVG_MON_BAL_CURR - It fetches the average value dated balance for the current
month. You can define this in SDE maintenance screen.

e AVG_MON_BAL_PREYV - This SDE fetches the average value dated balance for the
previous month.

If an account is opened in the middle of a month, the average balance will be calculated for
the period for which account has remained open.

You have to disable the flag ‘On Account Opening Month'’ at the IC Rule Maintenance screen
to ensure that average balance charges are not applied on the account opening month.

At IC product level, the calculation and liquidation frequency should be set as monthly and
liquidation at month end option should be selected. You should not enable ‘Back Value
Recalculation’ for the IC product.

Maintaining SDE for Tax Exemption

Deposit Interest Retention Tax (DIRT) is payable on interest on deposits and accounts.
Customers belonging to certain customer categories can be exempt from paying DIRT. For
maintaining DIRT exemption for accounts, you need to use the SDE provided for this purpose.

By attaching this ‘DIRT _TEST’ SDE to a rule, building that rule into an interest product and
attaching the product to an account class, you can ensure that no DIRT is deducted from the
interest on accounts under that account class. You have to specify the parameters for this
SDE in line with the parameters that you set for the other SDEs that you use to calculate
interest in the same rule.

Maintaining SDEs for Computing TDS

Oracle FLEXCUBE provides you the facility to compute TDS (Tax Deducted at Source) on
interest earned for a customer. The IC products are classified as Tax and Non-tax product.
Non-Tax products are used to compute the credit interest for the account and the Tax
products are used to calculate the TDS amount and also book.

All the accounts belonging to product, for which the check box ‘Include for TDS Calc’ is
enabled, will be taken for computing the TDS. Three new SDEs are created for this purpose:
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o TDS_AMOUNT
e TOT_INT_AMOUNT
o INTEREST AMOUNT

For computing TDS on interest earned for a customer, you need to use the following SDEs
available in the system:

e TDS_AMOUNT - the total TDS amount deducted from the customer account.

e TOT_INT_AMOUNT - the total interest amount for the customer for the current financial
year. This encapsulates the credit interest accrued across the customers account.

e INTEREST_AMOUNT - captures the interest amount for the period for the particular
customer account. This is the amount used for computing the TDS amount.

By attaching these SDEs to a rule, building that rule into an interest product and attaching the
product to an account class, you can ensure that these SDEs are used in the formula for
computing the TDS amount for accounts under that account class. You have to specify the
parameters for these SDEs in line with the parameters that you set for the other SDEs.

Refer to the chapter titled ‘Building Formulae’ of this user manual for more details on creating
a formula.

Maintaining SDEs for Computing Advance Interest

You can maintain SDE for advance interest calculation on the withdrawal amount from the
customer account. All accounts belonging to a product, for which the option ‘Advance Interest’
in ‘Notice Preferences’ screen is enabled, are taken up for computing the Advance Interest.

For computing the advance interest you have to specify the preferences as follows:
e Element- ADV_INT_BASIS
e Description - ADV_INT_BASIS
e Basis - ‘Advance Interest
e Periodicity - ‘Liquidation Cycle’
e Nature - ‘Net’
e Type - ‘Booking Dated’
e Operation - ‘No operation’

Maintaining SDEs for Limits

For customer accounts where the customer uses the overdraft facility against the collateral,
lower interest rates are applied initially for the overdraft amount utilized and then the interest
rate goes higher.
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For computing interest based on Limit related values, the following SDEs available in the
system can be used:To track the above SDEs, specify the Interest Calculation account on

SDE Details

OD_LIMIT Returns total account level OD amount available for the
account
AUF_LIMIT Will return Minimum AUF limit specified at account (Uncol-

lected Funds after applying ‘Margin Percentage of Uncol-
lected Funds’)

ACCOUNT_TOD Will return TOD limit available for account

ACC_OD_INT_CALC | Returns Sum of ‘Principal*Rate’ for all account level OD’s
available under CASA OD Details grid. The utilization
among these limits will be considered to occur in the
increasing order of interest rate for the limit i.e. lowest inter-
est rate first and highest interest rate at the end.

EFF_LINE_AMOUN It captures the effective limit amount in the facility. It may be
only Limit amount or Limit amount + Collateral (which is
linked with same facility) or Minimum of Line Amount and
Collateral (i.e., effective limit amount basis maintained on
facility)

LINE_AMOUNT Returns the limit amount of local facility if specified other-
wise the total limit amount of the facility

Facility screen. It fetches the accounts that are available under the main liability.

Note

There is no option to view the matured utilization amount details at facility screen level.

When customer repays the overdraft utilized amount, the higher interest rate overdraft is
repaid before repaying the lower interest rate overdraft facility.

Maintaining SDE for Computing commission on Highest Debit Balance

You can maintain an SDE for calculating commission on Highest Debit Balance (HDB) with
following details. This SDE gives the highest Debit Balance of the month.

SDE Name: HDB

Basis Periodicity | Nature | Type Operation

Balance | Monthly Debit Value Dated | Maximum

Maintaining SDE for FATCA

You can maintain an SDE to return a FATCA tax during rule maintenance.

The following SDEs are used to return a FATCA tax:
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FATCA_RECALCITRANT: This SDE will return the status of the entity. If the customer
is marked as a recalcitrant will return 1 (Yes) otherwise it will return 0 (No). The
customer for whom the recalcitrant check needs to be performed will be the customer
who owns the account to which the interest is being credited. If the account to which
interest is being credited is a General Ledger, then the customer who owns the account
which is generating the interest will be evaluated.

FATCA_US_SOURCED: This SDE will return the status of the account (whether it is
marked as US Sourced or not). The SDE will return a value 1 (Yes) if the account is
marked as will be returned after validating the account number with the FATCA
obligation record maintained.

FATCA_GRANDFATHERED: This SDE will return the grandfathered status of the
account. The grandfathered status of the account is maintained at the FATCA obligation
record. The SDE will verify the account’s grandfathered status and return 1 (Yes) if the
account is grandfathered obligation otherwise, it would return 0 (No).

FATCA_EXT_CUST: This SDE will return the external status of the customer, who
owns the account receiving interest income. This will be applicable only if the customer
is a bank type customer and has “Withhold for this financial Institution” set as YES. The
SDE will return 1 if the customer is a bank and has Withhold for this financial institution
as YES, otherwise it will return 0 (NO)

FATCA_CUST_TYPE: This SDE will return the entity type. The values will be returned
from the entity type maintained in the Entity FATCA classification record. The possible
values returned will be 0 (Individual), 1 (Corporate) and 2 (Bank).

For instance, in an IC product TDO1 (TD Interest), the formula 1 is for calculating interest and
formula 2 is for calculating FATCA interest and an UDE called FATCA_RATE has been
maintained as part of the rule. The formula (formula 2) for calculating FATCA tax can be
written in expression builder as follows:

Expr No

Expression

Result

FATCA_RECALCITRANT =
1AND

FATCA_US_SOURCED =1
AND

FATCA_GRANDFA-
THERED = 0 AND

FATCA_EXT_CUST =0

FORMULA1T*FATCA_RATE

FATCA_EXT_CUST = 1
AND

FATCA_US_SOURCED =1
AND

FATCA_GRANDFA-
THERED =0

FORMULAT*FATCA_RATE

Maintaining SDE for Virtual Accounts

You can maintain an SDE (VIR_ACCT_COUNT) to count the number of virtual account
records under a physical account. This count is based on the ‘Active’ and ‘Inactive’ virtual
accounts with record status as ‘Open’ as updated in the ‘Virtual Accounts Maintenance’
(STDVIRAC) screen. Virtual accounts with record status as closed, is not considered while
counting the number of virtual accounts under the physical accounts. The ‘As on Date’ record
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status of the virtual account is considered, that is, if you have opened a virtual account with a
future date but as on the charging date the record status is ‘open’, then this virtual account
will be considered for charges.

A new debit interest product can be created for charging the customer based on the number
of virtual accounts. Using this SDE, charges will be configured in the debit interest product.

Maintaining SDE for Capitalized Back Value Recalculation

You can maintain an SDE 'NET_BACK_VAL_ADJ_INT" for extending the compounding of
Interest when Back Value Dated entry comes into CASA account. This SDE will capture Net
Back Valued Adjustment Interest. The nature of this SDE is 'Net', so it would return a positive
value on Credit Interest and Negative value on Debit Interest. This SDE can be used along
with the balance SDE having 'Net' nature. It is of type 'Value Dated' i.e it acts on Value date,
with Basis 'Others' and Liquidation cycle periodicity. This SDE will not be applicable for debit
interest -Liquidate using Receivable feature.

Maintaining Custom SDE

User can capture the custom SDEs in the screen. These screens can be used to define the
customized Data elements which can be used for calculations.

External System Data Element Maintenance =

E—; New [ EnterQuery

Element * SourceSystem  External

Description StreamName  Custom

System Data Elements Basis ~ Account

Audit  Exit

Element

Enter a unique ID for the System Data Element that you are maintaining. The field is
mandatory.

Description

Enter a description of the SDE that you are maintaining in this field. The field is mandatory.

Basis
Select one of the given option for SDE basis:

e Account-For external SDE based on the accounts, choose the option.
e Customer- Choose the option for external SDE based on the Customer of the account.
e Product- For external SDE based on the product of accounts, choose the option.
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4.3

431

Customer TDS Details

This section contains the following topics:

e Section 4.3.1, "Invoking Customer TDS Details Screen"
e Section 4.3.2, "Maintaining SDEs for Deducting Charges on Dormant Accounts"
e Section 4.3.3, "Implications of Working with User Defined Fields"

Invoking Customer TDS Details Screen

You can view the TDS details of the customer in the ‘Interest & Charges TDS Query’ screen.
You can invoke the ‘Interest & Charges TDS Query’ screen by typing ‘TDSQUERY” in the field
at the top right corner of the Application tool bar and clicking the adjoining arrow button.

Interest & Charges TDS Query =2

Y Rosst Records per page

B Search E‘ Advanced Search )

v

v Search (Case Sensiive)

Customer

Q ‘ Financial Year Q Interest Amount ‘ ‘

TOS Amount

Search Results Lock Colurmns ‘ 0 v

Query Exit

In the above screen, you can base your queries on any or all of the following parameters and
fetch records:

e Customer

e Financial Year
e Interest Amount
e TDS Amount

Select any or all of the above parameters for a query and click ‘Search’ button. The records
meeting the selected criteria are displayed.

System displays the following details pertaining to the fetched records:
e Customer
e Financial Year
e Interest Amount
e TDS Amount
e Customer Account
e Branch
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Maintaining SDEs for Deducting Charges on Dormant Accounts

Oracle FLEXCUBE provides you the facility to collect charges on customer accounts that are
dormant. The dormancy period is determined by the number of days the accounts have been
inactive in the current liquidation cycle. However, the period for which the accounts have a full
amount block will not be included for calculation of dormancy days. The accounts may be
blocked either internally for being linked to loans availed by the customers or specifically, at
the customer’s request.

For computing charges on accounts with dormant status, you need to use the following SDEs
available in the system:

e Ac-Dormancy-Days: As stated earlier, charge will be computed based on the number of
days the account was dormant in the current liquidation cycle.

e Ac-Dormant: This SDE will indicate whether the account is dormant or not depending
on the dormancy period that you maintain.

You can then, attach these SDEs to a charge computation rule maintained through the
‘Interest & Charges Rule Maintenance’ screen.

. 4L
Interest & Charges Rule Maintenance 2 X
I;-; New D Enter Query

RulelD * Apply Interest

Rule Descripion * 0On Account Opening Month

On Account Closure Month

Primary Element
System Elements User Elements
* ¥
[0  systemElements ¢ O UserElements ¢ Type © Get Latest ¢ External Pridng &

No data to display. No datato display.

Refer to the chapter titled ‘Maintaining Interest Rules’ of this user manual for more details on
defining a rule.

Formulas Formula Rate Audit  Exit

Subsequent to defining a rule, you can create a formula to compute the charges. The result
obtained by using the formula will give you the charge that has to be applied on a dormant
account.

Refer to the chapter titled ‘Building Formulae’ of this user manual for more details on creating
a formula.

The ‘Rule’ can then be linked to the appropriate product that you have maintained for
calculation of charge on dormant accounts. To define a special charge for a specific customer,
you can link the product to the account itself (special condition) rather than linking it to an
account class.

Refer to ‘Interest Application’ chapter of this user manual for more details on applying interest/
charge product on an account.
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4.3.3 Implications of Working with User Defined Fields

To associate different tax statuses with individual customers belonging to the same account
class, you may choose to associate the corresponding SDE with a user-defined field
maintained at the customer account level.

Account system data element maintenance P X
E—; New [ EnterQuery
Element * Basis  Balance
Description ! Periodicity  Daily
Nature Field Name For User Defined Basis
Type Field Name
Operation  No Operation DeyzFiom Stark
Last Day Of Calculation
Fields ‘ Audit Exit

Select 1 from the option list to indicate that tax needs to be levied on the interest earned by
the particular customer. Select zero to indicate that tax on interest can be waived.
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5.2

5.21

5. Giving UDE Values for Condition

Introduction

This chapter contains the following sections:

e Section 5.2, "Interest and Charges UDE Maintenance"
e Section 5.3, "Interest Rate Association for Account Class"
e Section 5.4, "UDE Values for Select Customer Accounts"

Interest and Charges UDE Maintenance

This section contains the following sub-topics:
e Section 5.2.1, "Invoking the Interest and Charges UDE Maintenance Screen"
e Section 5.2.2, "Printing UDE Values"
e Section 5.2.3, "Maintaining Rate Codes"
e Section 5.2.4, "Defining Effective Date for Rate Code"
e Section 5.2.5, "Closing Rate for Date"

Invoking the Interest and Charges UDE Maintenance Screen

You will recall that when you create a product you link it to a rule. A rule consists of System
Data Elements and the User Data Elements. A rule identifies the method in which interest or
charge is to be calculated. When building a rule you do not identify the values of UDEs.

When you apply a product on an account class (in the Product Preferences screen), interest
for all the accounts will be calculated according to the interest rule that you have linked to the
product. That is, the principal, period and type of rate (not the numeric value) will be picked
up from the accounts in the same manner. However, the numeric value for the rate can be
different for each account class.

You can enter the actual values of the UDEs, for each account class to which you link the
product, in the ‘Interest & Charges User Data Element Maintenance’ screen. You can invoke
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the ‘Interest & Charges User Data Element Maintenance’ screen by typing ICDUDVAL’ in the
field at the top right corner of the Application tool bar and clicking the adjoining arrow button.

Interest & Charges User Data Element Maintenance =X
E—; New D Enter Query
Product Code * Account Class *
Description Description

Branch Code * Currency Code !
Effectve Date * Rule
Accrual Frequency Description

Product Accruals Currency

Rate Chart Allowed

UDF Audit  Exit

When interest is calculated for the account classes, the principal, period and the rate will be
picked up in the same manner. However, the value of the rate that is to be applied on each
account class will be different.

Maintaining Different Effective Dates for UDEs

You must maintain the UDE values for each account class and currency combination on
which you apply a product. If not, the system will assume all UDE values to be zero.

Product Code

Every product that you create is linked to a rule. When you build a rule, you identify the UDEs
that would be required to calculate interest or charges. You do not give the UDE a value. This
is because you can link a rule to many products and apply a product to many account classes
(for which interest or charge is calculated using the same method but which have different
UDE values).

For each account class (and currency) on which you apply a product, you should specify the
values of the UDEs (which you identified for the rule that is linked to the product) in the UDE
Values Maintenance screen.

The UDE values that you maintain here for a condition will be picked up when interest or
charge is calculated for the account class.

Branch Code

You must specify the code of the branch for which the UDE Values being maintained are
applicable as a general condition.

The branch code is displayed based on the Common Branch Restrictions for ICRATES’ for
your branch. The branches that are allowed for your home branch are displayed in the option
list for Branch Code. This occurs only if ICRATES’ has been maintained as a Restriction Type
in the Common Branch Restrictions screen. If not, all Branch Codes are displayed including
the ‘ALL’ option.

If your home branch is HO, then the Branch Code option list displays ‘ALL’ in addition to the
list of branches allowed for your Home Branch.
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If you try to maintain a UDE value for a specific branch, the system will check if the UDE value
has been first maintained with Branch Code ‘ALL’. If it has not been maintained, an error
message will be displayed forcing you to first maintain the UDE value for the Branch Code
‘ALL’.

The Rate Code option list will show all the rate codes maintained in the IC Rate Code Branch
Availability screen. During UDE maintenance for a specific branch, if the Rate Code chosen
is not available for the specific Branch, then a configurable override will be displayed.
Effective Date

The ‘Effective Date’ of a record is the date from which a record takes effect. You can maintain
different values for a UDE, for different effective dates for each account class (and currency)
on which you apply a product. When interest is calculated on a particular day for the account
class, the value of the UDE corresponding to the date will be picked up.

The UDE values of a condition can be different for different dates. Typically, you would want
to open records with different Effective Dates if the values of UDEs vary within the same
liquidation period.

Rule

Every product that you create is linked to a rule. So when a product is selected from the Option
list, the rule which is linked to it gets defaulted here.

Account Class

The different accounts in your bank may be classified into account classes. The different
types of current accounts and savings accounts that you maintain are examples of account
classes.

In this field, the account class gets defaulted from the interest product.

Currency Code
In this field, the currency code gets defaulted from the interest product.

User Element Amounts Currency

A User Data Element could be of ‘Amount’ type when it indicates a tier structure, a slab
structure or just an amount that you would want to use in a formula. In this field, the currency
in which the UDE is specified gets defaulted from the interest product.

Product Accruals

In this field, the product accrual gets defaulted from the interest product.

Accrual Frequency

The interest on an account can be accrued over a period. The term accrual frequency refers
to the interval between two successive automatic accruals.

In this field, the accrual frequency gets defaulted from the interest product.

Rate Chart Allowed

The system defaults this preference from account class indicating the system should calculate
TD interest based on the LDMM float rate maintained in the ‘LD MM Floating Rate input’
screen ( ‘CFDFLTRY), If this box is checked, then system will pick interest rates based on
different tenors, minimum amount, currency and effective date for a TD.

Note

— When you chick ‘Rate Chart Allowed’, the system does not display the UDE value
corresponding to LD/MM. During IC calculations, the system adds the UDE value to
the LD/MM derived rate and applies the interest accordingly.

53 ORACLE



— If‘Rate Chart Allowed’ is checked, for Web branch transactions during TD account
class defaulting, you need to maintain LD/MM floating rate code for the TD.

— During partial redemption/pre closure, the system picks the rate only for TDs having
‘Rate Chart Allowed’ checked.

Liquidation Frequency

The term ‘liquidation frequency’ refers to the interval between two successive periodic
liquidations.

In this field, the liquidation frequency gets defaulted from the interest product

Implications of Closing UDE Record

Continuing with the example, if you close the UDE record with Effective Date 01 January
1998, in May 1998, for the entire liquidation period the UDE values specified for 01 April 1998
will apply for the product CRIN.

Note

Only if the periodicity (specified while creating a rule) is ‘Daily’ will the UDE values that you
define for different effective dates be picked up. If you specified the rule application perio-
dicity as ‘Periodic’ the UDE value as of the liquidation date will be picked up.

Identifying and Specifying Values for UDEs

For each account class, you must specify the values of all the UDEs that you identified while
building the rule. The UDE value that you specify here will be picked up while calculating
interest for the account class.

All the UDEs that you have identified for the rule (to which the product is linked) will be
displayed here. The UDEs that are displayed here can be of four types. They are:

e Rate
e Amount
e Number

The interest that you charge on a debit balance is an example of a debit rate. The interest that
you charge on a credit balance is an example of a credit rate.

A User Data Element will be an amount under the following circumstances:

e Inthe case of a tier structure, the upper and lower limit of a tier or a tier amount
e Inthe case of a charge, when it is indicated as a flat amount
e Any amount that can be used in the definition of formula(e)

When you build a rule you will indicate the UDE to be a number if the interest or charge is
defined based on the number of transactions or the number of account statements. A UDE
under this category can also be used to store a numerical value that may be used in a formula.

Now, for each of the UDEs that are displayed, you must specify the values. If the type of UDE
that you have identified for the rule is a ‘Rate’ element, you can either specify a Rate Code or
enter a 'value’ for the Rate element.

If you specify a Rate Code for the UDE, the value that you have maintained for the rate code
will be picked up while calculating interest. However, if you choose to enter a ‘spread’ for the
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5.2.2

Rate Code, the appropriate value will be computed. (A ‘Spread’ is a positive or negative value
that you add or deduct to the value specified for the Rate Code). If you do not specify a
spread, the rate maintained for the Rate Code will be picked up.

If the type of UDE is an amount, the value that you enter will be in the currency that you
specified in the UDE amounts currency field (in the Interest Preferences screen). If you
specified the UDE amounts currency as the local currency and the account class is in a
foreign currency, all UDE values will be converted to the local currency. Currency conversions
will be on the basis of the exchange rates maintained for the day.

TD Rate Code

Specify the rate code to be used for TD calculation. The adjoining option list displays all rate
codes maintained using the ‘LD MM Floating Rate Input’ screen ‘CFDFLTRI’. You can select
the appropriate one. You can use TD rate code only when ‘Rate Chart Allowed’ flag is enabled
for the account class linked to product and for defining TD Rate code in rule UDE Type, it

should be always maintained as ‘Rate as Rate Code’ for interest rate pickup for the account.

Note

Here you can define either Rate code or TD rate code and not both.

For more information on Floating Rate, refer ‘Maintaining Floating Interest Rates’ under
‘Retail Lending’ User Manual.

Printing UDE Values

You can print out UDE values. You can invoke the ‘Interest & Charges User Data Element
Summary’ screen by typing ICSUDVAL'’ in the field at the top right corner of the Application
tool bar and clicking the adjoining arrow button.

JL

Interest & Charges User Data Element Summary =2

E" Search E Advanced Search 5} Reset D' Clear All Records per page

B v

v Search (Case Sensitive)

Q

MM/DD/YYYY ‘

Authorization Status v ‘ Record Status Product Code

Account Class

Q ‘ Currency Code

Q ‘ Effective Date

Branch Code

Search Results Lock Columns 0 v

a

[ Authorization Status & Record Status ¢ Product Code ¢ Account Class & Currency Code ¢ Effective Date BranchCode ¢ TDRateCode ¢

Exit
From the summary screen specify the necessary criteria and click ‘Search’ button to view the
search results. Double-click to open a record for printing and then select ‘Print’ from the

Actions menu in the Application tool bar or click print icon.

In the screen, which appears select a checkbox to have the corresponding field in the print
out. Then click arrow seen alongside to view the screen.

Now, once more select ‘Print’ from the Actions menu in the Application tool bar or click print
icon at the top left corner of this screen to print it out.
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Specifying the Branch Code

Specify the branch code for the UDE values you wish to print. Select a branch code from the
option list provided.

The branch code is displayed based on the Common Branch Restrictions for ICRATES for
your branch. The branches that are allowed for your home branch are displayed in the option
list for Branch Code. This occurs only if ICRATES’ has been maintained as a Restriction Type
in the Common Branch Restrictions screen. If not, all Branch Codes are displayed including
the ‘ALL’ option.

If your home branch is HO, then the Branch Code option list displays ‘ALL’ in addition to the
list of branches allowed for your Home Branch.

If you try to maintain a UDE value for a specific branch, the system will check if the UDE value
has been first maintained with Branch Code ‘ALL’. If it has not been maintained, an error
message will be displayed forcing you to first maintain the UDE value for the Branch Code
‘ALL’.

The Rate Code option list will show all the rate codes maintained in the IC Rate Code Branch
Availability screen. During UDE maintenance for a specific branch, if the Rate Code chosen
is not available for the specific Branch, then a configurable override will be displayed.

Specifying the Product

Specify the product for which you wish to print UDE values. Select a product from the option
list provided. Only those products that have already been associated with the selected branch
code will appear for selection.

Maintaining Rate Codes

An Interest Rule is made up of SDEs, UDEs and formulae (refer the chapter ‘Maintaining
Rules’ for details). While creating a rule you only identify the UDEs that you would be using
to calculate interest. UDEs can be of the following types:

e Amount
e Number
e Rate

You enter the values of UDEs such as Amount and Number in the UDE Maintenance screen.
The Debit or Credit rate is the rate at which interest has to be calculated for the accounts
linked to the Interest Rule. These rates can be either:

e Fixed
e Floating

If the rates are fixed, you can specify their values in the UDE Maintenance screen. If you want
to apply floating rates, you should link the rate type UDEs (identified for the interest rule) to a
Rate Code in the UDE Maintenance screen. You can also specify a spread.

Typically, you would apply different rates of interest to different types of accounts. For
example, you would apply different interest rates for current and savings accounts. For each
currency, therefore, you will have to maintain different interest rates. The following example
illustrates this.

You must assign the different rates that you maintain for a currency unique Rate Codes. For
example, for savings accounts in USD you can define a Rate Code such as ‘SBUSD’. When
you calculate interest for USD savings accounts linked to the rate code ‘SBUSD’, the rate that
you maintain here will be picked up.
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5.2.5

5.3

5.31

Defining Effective Date for Rate Code

Each rate that you maintain for a Rate Code and Currency combination should have an
Effective Date associated with it. The ‘Effective Date’ of a record is the date on which a record
takes effect.

The Effective Date that you specify for a rate is the date on which the rate comes into effect.
Once arate comes into effect, it will be applicable till a rate with another Effective Date is given
for the same Rate Code and Currency combination. The following example illustrates this.

Note

— The Effective Date for a particular rate should be later than the Effective Date of the
first rate that you have maintained for the Rate Code.

— The dates from which the debit and credit rates are effective can be different.
— There can be only one rate for an Effective Date
— The same rate cannot be entered for two consecutive dates for a Rate Code

— Ifthe application periodicity is periodic, the rate as of the liquidation date will be ap
plied.

Closing Rate for Date

This feature may be used if you do not want to use a rate for back-dated processing done,
past the date. For example, you are on 31 March 1998 and your rate table has got rates for
01 March 1998, 15 March 1998, and 31 March 1998. If you close the rates for 01 March and
15 March, any back-dated processing that is done today, or subsequently, the rates defined
for 01 March or 15 March will not be used. The rate as of 31 March will be used.

You will recall that subsequent to the definition of an interest product, you will associate the
interest product with an account class and define the numeric values for the user data
elements linked to the product. (Refer to the chapter ‘Giving UDE Values for a condition’ for
further details).

Interest Rate Association for Account Class

This section contains the following sub-topic:

e Section 5.3.1, "Associating Interest Rate to Account Class"

Associating Interest Rate to Account Class

To recall, you associate an account class to a specific IC product through the ‘Interest &
Charges — User Defined Element Values Maintenance’ screen. The rates applied are based
on the IC rules maintained. Along with the different UDE rates defined in this screen, you also
need to maintain whether a particular UDE applies for a credit interest rate or for a debit
interest rate. Through this maintenance, the debit or credit rate for a particular account class
and currency combination can be found.

It is through the ‘Account Class & Rate Association Maintenance’ screen that you maintain
the above specifications. You can invoke the ‘Account Class & Rate Association
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Maintenance’ screen by typing ‘STDACRMT in the field at the top right corner of the
Application tool bar and clicking the adjoining arrow button.

Account Class and Rate Association Maintenance S

E—; New [ EnterQuery

Branch Code *
Account Class
Product Code *

Currency Code !

Debit Credit D

User Defined Elements

Fields ‘ Audit  Exit

Here, you specify the following:

Branch Code
The code of the branch for which a UDE is maintained.

The branch code is displayed based on the Common Branch Restrictions for ICRATES for
your branch. The branches that are allowed for your home branch are displayed in the option
list for Branch Code. This occurs only if ICRATES’ has been maintained as a Restriction Type
in the ‘Common Branch Restrictions’ screen. Otherwise, all branch codes are displayed
including the ‘ALL’ option.

If your home branch is HO, the ‘Branch Code’ option list displays ‘ALL’ in addition to the list
of branches allowed for your home branch.
Account Class

The account class to which a UDE applies to. Only the following account class types are made
available here:

e Deposit
e Savings
e Current

For more information on account classe