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 What is JAMIP?

The Joint Financial Management Improvement Program (JEMIP) is a joint and cooperative
undertaking of the U.S. Department of the Treasury, the General Accounting Office, the Office of
Management and Budget, and the Office of Personnel Management, workmg in cooperation with
each other and other agencies to improve financial management practices in government. The
Program was given statutory authorization in the Budget and Accounting Procedures Act of 1950
(31 USC 3511(d)). Leadership and program guidance are provided by the four Principals of the
JEMIP--Comptroller General of the United States, Secretary of the Treasury, and the Directors of
the Office of Management and Budget, and the Office of Personnel Management Each Principal

designates a representative to serve on the JEMIP Steering Committee, which is responsible for the

general direction of the Program. The JEMIP:Executive D1rector, and.a program agency
representative (who serves for 2 years) are also on thé Steermg Comm1ttee o

The Program promotes strategies and gu1des fmanc1al management nnprovement across o

government; reviews and coordinates central agencies' activities and policy promulgatxons and acts ~'-.'\‘ 8

as catalyst and cleannghouse for sharing and disseminating information about good: ﬁnangal
management practices. - This information sharing is done through conferences.and other .+ *
educational events, newsletters, meetings with interagency groups and agency personnel and
through FinanceNet, an electronic clearinghouse on the Internet

n. “\‘.‘ .a

The JEMIP has worked on mteragency projects that developed a fmanc1al systems framework and

financial systems requirements. For the future JEMIP plans to assist Féderal agencies in improving

their financial systems through its Program Management Office. The Office will work on
developing and maintaining Federal governmentwide standard systems requirements documents,

software testing, outreach, and knowledgebase. The first target of opportunity for software testing is

core financial systems: The objectives of the Office are to develop systems requirements,
communicate and explain Federal and agency needs, provide agencies and vendors information to
improve financial systems, ensure that products meet relevant system requirements, and simplify the
procurement process.

Information on JEMIP can be found at its website at www.financenet.gov/fed/jfmip/jfmip.htm or
call (202) 219-0526.




“Foreword

This is a functional requirements document for guaranteed loan systems requirements. Functional requirements. for
direct loan systems are contained in a separate JEMIP requirements document. 'This is one of a series of functional
systems requirements documents published by the Joint Financial Management Improvement Program (]FMIP) on
Federal financial management systems requirements. e

All of the JEMIP Federal Financial Management System Requirements (FFMSR) series of documents should be
" considered together when determining how best to use information and supporting services to meet the financial
management needs of a Federal agency.

The FFMSR series addresses the goals of the U. S. Government Cthf Financial Officers’ (CFO) Council, the .

JEMIP, the Federal Credit Policy Working Group (FCPWG), and others, to promote the efficient management of

assets, and to improve financial management systems governmentw1de to provide useful finanicial information on’
 Federal government operations.

Agencies may develop additional technical and functional sYstem requirements as necessary to support uniqtie
mission responsibilities. Agencies must also develop strategies for interfacing or integrating guaranteed loan
systems w1th the agency’s core financial system

We want to take this opportunity to thank agency ofﬁcrals and others in the ﬁnancral guaranteed loans and other
program management communities who contributed to this document. We value their assistance and SUppOtt.

With continuing support such as theirs, we can confidently face the financial management challenges in the next. ;-

century.

Executive Director = '
March 2000
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'Int'roductitm

As the world’s largest and most complex enterpnse the U.S. Federal government faces tremendous challenges in,
the management of guaranteed loan programs. These enormous responsibilities.involve the management. of v bllllOl’lS
of dollars of resources, and pose tremendous. challenges as we raprdly approach the twenty-ﬁrst century

The Federal government has consistently recogmzed the i 1mportance of havmg hlgh qualrty ﬁnancral management
systems to support improvement of government operations and provide financial and related informationto .. ..
program and financial managers. In response, the JEMIP began the process, of deﬁnmg financial management
systemrequirements by pubhshmg the FEMSR series of requirements documents, begmmng Wrth the Core ;i\
Financial System Reqmrements document in ]anuary 1988. Since then ]FMIP has 1ssued several other pubhcatrons
in the FEMSR series. .

In addition to the basic JEMIP systems reqmrements documents several Federal orgamzatlons and agencres
recogmzed the need for a comprehensive document describing a variety of general systems requirements €.g.,
system integration, data stewardship, and internal controls. As a result, JEMIP pubhshed the Framework for
Federal Frnanc1al Management Systems document in January 1995. ‘

The Federal Financial Management Improvement Act (FEMIA) of 1996 mandated that agencies nnplement and
maintain systems that comply substantially with Federal financial management systems requirements, applicable
Federal accounting standards, and the U.S. Government Standard General Ledger (SGL) at the transaction level.

" The FEMIA statute codified the JEMIP financial systems trequirements documents as a key benchmark that agency
systems must meet, in order to be substantially in compliance with systems requirements provisions under FEMIA.
To support the requirements outlined in the FFMIA, JEMIP is updating publications which are obsolete and is
publishing additional requirements documents. The JEMIP Core Financial System Requirements document was
updated in February, 1999. This document is an update of the December 1993 JEMIP Guaranteed Loan System
Requirements document. ‘ ,

This Guaranteed Loan System Requlrements document is intended for guaranteed loan program financial systems
analysts; system accountants; and others who design, develop, implement, operate, and maintain financial
management systems. This includes buying or building systems. This document does not prescribe a single model
for Guaranteed Loan Systems because guarantee prograins vary greatly, the requireménts contained in this

~ document are applicable only to the extent that they support the operations of the individual systems. The ptimary
purposes for this update are to reﬂect .

* changes in statutes, regulations, and technology that have occurred since the document was originally
published in December 1993, e.g., passage of the CFO Act of 1990, and FFMIA of 1996;

s changes brought about by the National Performance Review (NPR) ; and
* increased availability of commercial off-the-shelf (COTS) software packages.

The CFO Act strengthened the government’s efforts to improve financial management by:

* assigning clearer financial management responsrbrlmes to senior ofﬁcrals
. estabhshmg new financial organizations; and
* requiring enhanced financial systems, audited financial statements, and improved planning.

The Government Performance and Results Act (GPRA); Government Management Reform Act (GMRA);
FEMIA; and others further enhanced these responsibilities and requirements.

The Secretary of the Treasury; Director of the Office of Management and Budget and Comptroller General of the
United States established the Federal Accounting Standards Advisory Board (FASAB) in October 1990, to

Guaranateed Loan System Requirements ' ’ ' : 1



Introduction_

rccommcnd Fedcral accountmg principles and standards In October 1999 FASAB was dc&gnated by the _ |
American Institute of Certificed Public Accountants (AICPA) as the accountmg standards-setting body for the = !
Federal government. FASAB promulgates accounting standards through issuance of its Statements of Federal © - L
Financial Accounting Standards (SFFAS) and other documents such as mterprctatlons Morc mformatxon on 5
FASAB can be found on the websuc WWW. ﬁnancenet gov/fcd/fasab |

Increasmgly, mtcgratcd ﬁnanc1al managcment systcms are necessary’ to' support program managers; ﬁnanc1al e T
managers, budget officials, and others simultaneously. Data and information supplied by systems to these
individuals are expected to béaccurate, timely, and consistent across organizations, agencies, and the Federal

- government. Systems and dita are sharcd more and more by multiple organizations, agcnc1es, etc., Wlth common"'
needs.

i 4 m l
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Federal Finan_ci‘al'Management_rramework

This document provides hrgh level funcuonal requrrements for guaranteed loan systems that Wll.l provrde the
capability for financial managers and others to control and account for - guaranteed loan program assets, liabilities,
and resources as defined in governmentwide and agency specific. statutes, regulatrons and gu1dehnes Appende A
is a listing of statutory and regulatory references. This document is one component of a broad program to improve
Federal financial management which involves the establishment of umform requlrements for financial mformatron
financial systems, reporting, and ﬁnancral organizations, o :

As shown in Illustratlon 1, standards and systems reqmrements assist agencres 1n developmg effecnve and efﬁcrent
systems and provide a common framework so that outside vendors or in-house programmers ¢an provide software
more economically. Each agency should integrate its unique requirements with these governmentwide standard
requirements to provide a uniform basis for the standardization of financial management systems as requrred by the
CFO Act of 1990, FEMIA of 1996, and others : .

Financial management systems in the Federal government must be desrgned to support the vision articulated by the
government’s financial management community. ‘This vision requires financial management systems to support the
partnership between program and financial managers and to assure the mtegnty of mformatron for decision-making
and measuring performance This mcludes the ability to: :

. collect accurate, tirnely, complete, reliable, and consistent information;
* provide for adequate agency management reporting; | |
* support governmentwide and.agency-Wide policy decision-making;

* support the preparation and executron of agency budgets; -

* facilitate the preparatron of financial statements and other ﬁnancral reports in accordance Wlth cheral
accounting and reporting standards; -

» provide information to central agencies for budgeting, analys1s and governmentwrde reporting, mcludmg
consolidated financial statements; and -

* providea complete- audit trail to facilitate audits.

In support of this vision, the Federal government must establlsh governmentw1de financial management systems
and compatlblc agency systems, with standardized information and electronic data exchange, to support program
delivery, safeguard assets, and manage taxpayer dollars.

It is critical that financial management systems plans support the agency’s mission and programs, mcludmg planned
changes to them, and that financial management systems plans are incorporated into the agency’s plans for
information technology infrastructure and information systems as a whole. Further, systems design efforts should
include an analysis of how systems improvements, new technology supporting financial management systems, and
modifications to existing work processes can together enhance agency operations and improve program and
financial management. Reassessing information and processing needs and redesrgmng processes procedures, and
pohcres are essentral Steps to meetmg user needs : ,

Integrated Financial Management Systems

Financial management systems must be designed with effective and efficient interrelationships between software,
hardware, personnel, procedures, controls, and data contained within the systems. To be integrated, financial
management systems must have, as a minimum, the following four characteristics:

Tt

o

T

Litdaredig i ll
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Federal Financial Management Framework

Financial System Improvement Projects
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Federal Financial Management Framework

- standard data class1ﬁcat10ns (deﬁmtlons and formats) estabhshed and used for recordmg financial events
* common processes used for processmg similar kinds of transacttons :
* internal controls over data entry, transaction processing, and" reportlng apphed cons1stent1y, and

o2 des1gn that ehmmates unnecessary duphcauon of transaction entry

The fmanc1al management systems policy ¢ descrlbed in OMB Circular A-127 Fmanc1al Management Systems
requires that each agency establish and maintain a single integrated financial management system. Without.a smgle,
integrated financial management system to, ensure timely and accurate financial data, poor policy decisions are more
likely to occur, due to inaccurate or usitimely information; managers are less likely to be able to report accurately to
the President, the Congress, and the public on government operations in a timely manner; scarce resources are.
more likely to be directed toward the;collection of information rather than to delivery of the interided programs
and modifications to financial management. systems necessary to keep pace with rapidly changing user requirements
cannot be coordinated and- managed propetly. The basic reqmrements for a smgle mtegrated fmanc1a1 .
management system are outhned in OMB Crrcular A-127: SRR

Having a smgle mtegrated financial management system does not necessarily ‘mean having only one software
application for each agency covering all financial management systems needs.’ ‘Rather, a single, mtegrated finaricial
management system is a Unified set of financial systems and the financial portions.of mixed systems encompassmg
the software, hardware, personnel, processes (manual and automated), procedures, controls; and data necessary to
carry out financial management functions, manage financial operations of the agency, and report on the agency’s
financial status to central agencies, Congress and the pubhc

Unified means that systems are planned and managed togethér, operated in'an integrated fashion, and linked

together electronically in an efficient and effective manner to provide agencywide financial system support necessary '

to carry out the agency’s mission and support the agency’s financial management needs

Integratron means that the user is able to have one view mto systems such that, at whatever level the mdrvrdual is
using the system, he or she can get to the information needed efficier tly and effectlvely through electromc means
However, it does not mean that all mformanon is physrcally located’ 'in the same database. - CRn

Interfaces, means that one system feeds data to another system followmg normal busmess/transactlon cycles such as
salary payroll charges recorded in general ledger control accounts at the time the payroll payments are made.
Interfaces may be acceptable as long as the supporting detail is maintained and accessible to managers. In such
cases, interface linkages must be electronic unless the number of transactions is so small that it is not cost-beneficial
to automate the interface. Easy reconciliations between systems, where mterface linkages are appropnate must be
maintained to enstire-accuracy of the data. : : : ‘ : .

To develop any mtegrated information system it is crmcal that senior systems analysts and systems accountants
identify: : :
* the scope of the functio'ns to be supported (prOcesses), o . o s :
* how data quahty will be assured (data stewardship), B v
~+. the information to be processed (management mformatton),
* how systems fit together to support the functions (systems architecture), and

* safeguards needed to ensure the integrity of operations and data (internal control).

Guaranateed Loan 'System Requirements ’ 5
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Federal Fin ancial Man zi"‘g_e’fmbhft Framewark

. All of these pieces must be brought togetherina ‘ Integrated ‘Model for = .
" model such as the one shown in Illustration 2. R Federal Informatlon Systems
These pieces must work together to forman . . 3

efficient integrated information- ‘system. A change .
to any part of the model will require : ‘
determination of the implications on other parts
of the model. For example, a new reporting
requlrement may requn‘e changes throughout the
entire model I ~ -

Agency Flnanctal Management Systems
Archltecture

" Management

o Systems
"Informatlon -

. Architecture

Agency financial managemcnt systems are
information systems that-track financial events

and summarize information to support the ...

mission of an agency, provrde for adequate ;
‘management reporting, support agency level .
policy decisions necessary to catry out ﬁduc1ary
responsibilities, and support the preparation of o TR
audttable ﬁnancral statements o o iustration 2

_ Intemaigont 10!

Agency financial. management systems. fall nto four categorles

e core ﬁnancxal systems, - _
-+ other ﬁnancral and mixed systems mcludmg guaranteed loan systems

. shared systems and

. departmental executxve‘mformatlon systems (systems to prov1de management mformanon to all levels of
management) , )

These systems must be lmked together electromcally to be eﬁ’ecuve and efficient. Summary data transfers must be
provided from agency systems to central systems to permit summarles of management mformatlon and agency.
ﬁnanc1a1 performance 1nformat10n ona govemmentw1de basis. - ‘ :

Subject to governmentwide pohcres the phys1cal conﬁguranon of fmanc1a1 management systems including issues’
of centralized or decentralized activities, processing routines, data, and organizations, is best left to the
determination of the agency, which can determine the 0ptima1 manner in which to support the agency mission.
The physical design of the system, however, should consider the agency’s organizational philosophy, the technical
capabilities available, and the most appropriate manner to achreve the necessary smgle mtegrated ﬁnanc1a1
management system for the agency. L :

The agency systems architecture shown in Tllustration 3, provides a logical perspective identifying the relationships
of various agency systems types. Although this does not necessarily represent the physical design of the system, it.
does identify the systems types needed to support program delivery/financing and financial event processmg for
effective and efficient program execution.

T T T T e e T TR T
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Federal Financial M'an_a‘?glem,ent_ Framework. |

Guaranteed Loan Systems ;

As shown in Illustrauon 3, guarantecd loan systcms are‘an mtegral part of thc total ﬁnancml managemcnt systcm

~ for virtually all Federal agencies. “Guaranteed loan systems support programmatic objectives and interact with' core

~ financial systems to yalidate funds avallabﬂlty, update budget execution data; record recelvablcs and collcctxons and
process d1sbursements - : . :

Agency Systems Architecture

Seize'd/ |
Forfeited .-

| Guaranteed i

tem. Human Reseurces/ NG
oo Pyl N
System

Benefit Payment‘ ‘
System

Insurance Claim

bore Financial Non- IS
Financial i on-financial - -
System é';ggg:: Reporting Syst_ems L

System

Budget
Formulatnm
i System. .

. Inventory
System

 Property” " Revenue.
Management System
System , .

Acquisition
System

Departmentar ¢ necntive Information Sys 8% __

Wor_kstatien Support Tools

IIIustratiq'n 3
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Background

This chapter presents a brief history of Federal credit programs, describes the policies that affect Federal:credlt
programs, and defines the roles-and responsrbllmes of the Federal organizations involved in drrectrng, overseemg,
and nnplementmg credit programs, - : ‘

History

Federal credit programs provide benefits to certain borrowers or channel additional resources to certain sectors of
the economy. Examples of Federal credit programs’ include agricultural loans, small business loans, housing
mortgage loans, and student loans. There are two types of Federal loan programs: direct loans and guaranteed

 loans. In direct loan programs the Federal government makes a direct disbursement to an approved borrower, and |

services and collects the loan. Guaranteed loan programs utilize private sector lenders to originate and service loans,
with all or a portion of the accrued i 1nterest and outstandmg balance of the loan guaranteed by the government in
case of borrower default.

Federal credit programs generally are costly to the government because they prov1de more favorable terms to
borrowers than are available from private lenders, often lending to individuals and businesses who cannot obtain
private financing. Although the government has chosen to carry out these inherently risky loan programs in order
to achieve social purposes, efficierit and effective management can minimize losses. Financial systems are a key
element in achieving this goal. Fintancial systems are especially critical to-implementing the requirements of the
CFO Act of 1990 as amended, including measures of program performance and financial statements, and the

" FCRA of 1990, which sets up new procedures to budget and account for credit subsidies and loan assets and
habrhtles : ‘ e ‘

Pollcy

| The pohcres govermng credlt programs and fmancral systems that affect guaranteed loan systems are hsted in
Appendlx A . ,

Roles and Responsibilities of Departments and Agencies

This section identifies the key orgamzanons in the credlt management community and the roles they play in
managing Federal credit programs. .

Office of Management and Budget. OMB is responsible for reviewing legislation to establish new credit

programs or to expand or modify existing credit programs, reviewing and clearing testimony pertaining to credit

programs and debt collection, reviewing agency budget submissions for credit programs and debt collection

. activities, formulating and reviewing credit management and debt collection policy, and approving agency credit
~ management and debt collection plans :

Department of the Treasury. The Department of the Treasury, through its FMS, is respons1ble for monitoring
and facilitating implementation of credit management and debt collection policy. FMS develops and disseminates
as a supplement to the TEM operational gmdehnes for agency compliance with Government-wide credit
management and debt collection policy. FMS assists agencies in improving credit management activities and
evaluates innovative credit management practices. :

8 , ‘ - Guaranteed Loan System Requirements
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‘B‘ackgwr'ounq‘ | [&

Federal Accounting Standards Advisory Board. The FASAB was established in October 1990, by the
Comptroller General, the Director of OMB, and the Secretary of the Treasury. The Boird exists through a*
memorandum of understandmg among t these three pr1nc1pa1 Federal executives. In‘October 1999, FASAB Was
designated by the AICPA as the accounting standards-setting body for the Federal governmient. FASAB ) :
promulgates accounting standards through issuance of its Statements of Federal Financial Accountmg Standards ' :
(SFFAS) and other documents such as interpretations. More information on FASAB can be found on the website: i
WWW. ﬁnanccnet gov/fed/fasab

Accountmg and Audmng Policy Commlttee The Accountmg and Audmng Pohcy Commxttee (AAPC) isa
permanent FASAB committee established to improve Federal financial reporting by ass1st1ng in'providing nmely
guidance to prepares and auditors of Federal financial statements. The AAPC receives issues from numerous
sources related to three toplcal areas: Statement of Federal Financial Accounting Standards (SFFAS), OMB’s Form
and Content; and audit issues; and recommends gmdance The AAPC has established a credit reform task force -
composed of members of Treasury, GAO, OMB; and representatives from all the credit agencies to'address all
accounting, ‘auditing, budgeting and reportmg 1ssues encountered by agenc1es sub]ect to the F CRA of 1990

65 SIS 10 s o

Federal Credit Policy Working Group. The Federal Credit Policy Workmg Group (F CPWG) is an mteragency
forum that provides advice and assistance to OMB and Treasury in the formulation and nnplementatlon of credit
policy. In‘addition to OMB and the Department of the Treasury, membership inicludes the Departmenits of
Agriculture; Commerce; Education; Health and Human. Services; Housing and Urban Development; Interior;
Justice; Labor; State; Transportatron and Veterans Affa1rs the Agency for International Development the
Export Import Bank the Resolunon Trust Corporatlon and the Small Busmess Admxmstratlon :

B i o

Agencies. Fach agency is respons1ble for managmg its own' credlt act1v1t1es in accordance Wlth its statutory ,
authorities and the provisions of OMB circulars and other policy guidance. OMB Circular A-129, Appendlx A
outlines the specific functions of the agencies in relation to credit management ,

Guaranteed Loan System Requirements _ ‘ 9



§y‘stfemnverview

This chapter prov1des an overview of guaranteed loan system requrrements The comple)nty, d1vers1ty, and size of
the Federal guaranteed loan programs place unique demands on managers of guaranteed loan program operations.

~ The constantly changing requirements of guaranteed loan programs has led management to look not only at the |
functional capabilities of guaranteed loan systems, but also the managerral environments in wh1ch these systems are
supported and/or operated

All guaranteed loan systems that are being designed and implemented, or are in use, must operate in accordance
with laws, regulations, and judicial decisions. It is the responsibility of .each agency to-be knowledgeable of the
legal requirements governmg its human resources and. payroll operatrons 3 B ‘ .

This. document 1dent1ﬁes functional requlrements for guaranteed loan systems Although the document may be
used when developing new guaranteed loan, systems, or improving or evaluating current systems, the document
does not provide a specific model for. such systems, Functional requirements not mandated by law, regulatron

directive, or judicial decision must result in cost-effective systems that are in the i interest of the government All .
possible alternanves for meetrng the requirements should be considered. o '

:Funcnonal requ1rements of the Federal government’s guaranteed loan systems can be segregated into two general
categories, mandatory and- value added Followrng are definitions for these two categorres of requ1rements

mandatory Mandatory requrrements descr1be what the system must do and consists of the minimum
acceptable functionality, necessary to establish a system, or are based on Federal laws and regulations.
Mandatory requirements are those against which agency heads evaluate their systems to determine substantial -
: comphance with systems requirements under the FEMIA. These reqmrements apply to exrstmg systems in
operation and new systems planned or under development. -

value-added - Value-added requirements describe features or characteristics and may consist of any
combination of the following: (1) using state of the art technology, (2) employing the preferred or best
business practices, or (3) meeting the special management needs of an individual agency. Value-added,
optional, and other similar terminology may be used to describe this category of requirements. Agencres should
consider value-added features when Judging systems options. The need for these Value added features in agency
systems is left to the dlscretron of each agency head S ¥,

Wrthm this document, reqmrements are specifically identified as mandatory or value- added Federal agenc1es must

carefully determine whxch value added requirements are necessary for each credit program

Value- added or optional reqmrements are discussed at various pomts throughout the document The burden of
demonstratmg that value-added or optional functions are cost effective and clearly in the interest of the government
rests with agency heads. Further, each agency must develop an efficient, effective, and economical strategy for
interfacing or logically i integrating its guaranteed loan systems (or subsystems) Wlth other systems (or subsystems)
that provide information to, or utilize information, from standard guaranteed loan systems.

The data in these opnonal processes must be consistent with standard guaranteed loan systems that contain the

 official records for the agency. Distributed processing and small end-user computers greatly increase the need for
agency-wide strategic planning for information resources. ' Incompatible data in separate files or systems can
prevent, or make difficult, the mtegratlon of data to generate the information required by management.

The remainder of this chapter prov1des information based on the following three categories:

* Summary of Functions - presents a high-level description of the functions that are supported by guaranteed
.. loan systems.

* Relationships with Other Systems descrrbes how guaranteed loan system interact wrth other systems.

10 ) } 'Gu‘a’r_anateed Loan System Requirements
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* Data Requirements - discusses the types of data needed to perform the various functions of a guaranteed loan

‘system.

Summary of Functions

Sys_tema(lvervievw'

Illustration 4 shows the functions of guaranteed loan systems "The following is a brief description of the’ ma]or |

functions of a guaranteed loan system. The functional requirements chapters prov1de d detailed descnptlon of each

function, including the lower level processes within each function.

Lender ]Munagemmt

The Lender Management function
supports analysis of lenders’ program
eligibility and monitors lender
performance to ensure that only -
qualified and financially sound
lenders participate in Federal
guaranteed loan programs. The
processes within the Lender
Management function include the
Lender Eligibility process and the
Lender/Servicer Monitoring process.

Guarantee Extension and Maintenance

.The Guarantee Extension and
Maintenance function supports the
accounting and documentation
requirements for the evaluation of
the guarantee request, the extension
of the guarantee by the Federal
agency, and the monitoring of the

guarantee. The processes within the

-Guarantee

Extension and Maintenance function

are the Guarantee Request -
Evaluation process, the Guarantee
Origination process, and the
Guaranteed Loan Mamtenance _
process. .

Portfolio Mpmugement

The Portfoho Managcment function
supports the management and

- Guatanteed Loan System Overview

{ Core Financial
System
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Loan System
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- Management:
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Cred it I
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Sources

Guarantee
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Illustration 4

evaluation of the guaranteed loan program and its portfohos of outstanding guaranteed loans and acqmred loans.
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System-Overview: -

The processes within the Portfoho Management functron are the Portfoho Management process and the Program
Fmancmg process.

Acquived Loan Servicing

The Acquired Loan Servicing function encompasses the procedures for default claim review and payment in-
accordance with guarantee agreements and regulations, as well as the invoicing and collection procedures for
acqurred loans and the foreclosure and liquidation of property for collateralized loans acquired by the government.
The processes within the Acquired Lodn Servicing f functron are the Claim Processmg process, the Account Status
Maintenance process, the Foreclose on Collateral procéss, and the Manage/quurdate Collateral process. '

Delmqumt Debt Collection |

The Delinquent Debt Collection functron includes the recovery of dehnquent debt through the use of dunmng
letters, offset programs ‘colléction agencies, garnishimént of non Federal wages, litigation, and thé termination of
collecuon action on uncollectible debt. It also includes the foreclosure and liquidation of property for collateralized
loans acquired by the government. The processes within the Dehnquent Debt Collection functron are: Collectron
Actions-and Write-offs and Close outs..

Treasury Cross;SerVicing o

Cross-servrcrng occurs when Treasury’s Financial Management Service (FMS) ora. Treasury desrgnated debt
collection center provides debt collection services for other Federal agencies. The processes within cross-servicing
are: Identify Accounts Selected, Monitot’ Accounts Referred to the Debt Collectlon Center, and Support an
Agency’s Request to Cross Service. - : o

Other Rzp'orting Requiremmtsv- - ‘

This chapter provides requrrements for two types of reportrng " Transaction Hrstory and External Reporttng
Requrrements : A : g , ; -

Relatronshrps wrth Other Systems

The guaranteed loan system must be capable of mterfacmg w1th other ﬁnancml management systems. A brief
description of some of the systerns Wthh 1nteract with the guarariteed loan system is provrded below.

* The guaranteed loan system interacts w1th the core ﬁnancral system to perform fund control checks, initiate
or record payments, and record the results of other guaranteed loan-related financial transactions, and’ '
acknowledge receipt of financial information exchange. The Guaranteed Loan system must be able to
perform automatic system balancrng This system: balancmg must ensure that-guaranty loan patthers -
involved in a financial information exchange agree on transaction numiber and dollar values passed, .
processed, and rejected. The automated system balancing will include cumulative subsidiary account

~ balancing to the general ledger. This automated system balancing ensures that guaranty loan partners reflect
the same picture of valid transactions over a specified period of time, normally a month. The Guaranteed
Loan system must be capable of supporting Managerial Cost Accounting and credit subsidy re-estimates.

* Guaranteed loan programs and direct loan programs have common processes for managlng receivables.
Defaulted guaranteed loans acquired by the government are serviced and collected iri a manner similar to
direct loans. Therefore, an agency with both direct and guaranteed loan programs may have a direct loan
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System Overview

TR

system and guaranteed loan system that share system capabilities related to collecting delinquent:debt:: If an -
agency acquires property serving as collateral on a defaulted guaranteed loan, the guaranteed loan system will
~ provide the property management system with the mformatlon needed to manage and hqurdate the
= collateral - : . :

i

System Inteiface Functioning Verification

A team independent of the development organization will perform all verifications to ensure the guaranty loan
system is capable of interfacing with other financial management systems. Verifications should include. the
followmg

. Intersystem tesnng Wlll take place to ensure the guaranty loan system can process mcommg and outgomg
data to other interfaces for the guaranty loan program.: This testing will ensure the guaranty loan system can
accept data files, process them correctly; and transmit the necessary transactions to-other systems.

R

» All intersystem vendors involved with the testing will create and accept a comprehensrve test plan.

s Ateam lndependent of the development organization will review requirements, test plans and scenarros
‘monitor test execution, and ensure testing objectives are met.

b v e |

Li

* The team independent:of the development organization will work as partner in the development effort, .
- gaining system-specific knowledge while rev1ew1ng processes outputs and techmques to ensure comphance
with procedures and. quahty results SR ‘ e g

When issues arise, they erl be tracked through a conﬁguratron management (CM) tool and the resolutlons wrll be
included in testing sign-off documentation when resolved. Rev1ew other than test execution will mclude ata.
minimum the followmg :

. Requrrements Traceabrhty Matrrx The system shall be able to demonstrate that all development
 requirements are incorporated into the final system output through the use of requirements traceablhty
matrices. These matrices shall be submitted with the Prehmmary Design Document and should be updated
with each subsequent step in the enhancement effort (i.e., requirements should be traced through the *
Prehmmary Design, Detailed Design, specifications, test plans and test results) :

¢ Functional Requirements Document - The system shall perform work needed to accomphsh the specrﬁed
outcomes, achieve or exceed the specrﬁed performance standards record and reconcile money, and track
report acnvrty :

. Detarl Des1gn Document - The detail desrgn shall fully consider requlrements for hardware, software,
integration with other systems, secur1ty, telécommunications, data management, manual procedures
QA/QC, auditability, and capacity planning and management. It should document the design in
system/subsystem specrﬁcatrons program specifications, and database specifications.

* System Specrﬁcatlons System/Subsystem specifications, program specifications and database specrﬁcatrons ‘
should all be included within the Detail Design Document. Specrﬁcatlons should mclude at a minimum
flowcharts, Input/Output processrng, and file layouts.. -

» Manual Procedures - All system modifications or maintenance changes shall be mcorporated mto manual
procedures and functions as necessary to keep the procedures up to date. System testmg shall ensure that all
related manual procedures perform according to system requrrements :

" Guaranateed Lua‘n System Reguirements ‘ ‘ ’ 13



System Overview

Post Implementation Testing ..

After the system is implemented, transactions should be reviewed to make sure that transactions are processing
correctly and the data being produced is reliable. This testing will be conducted with actual production data, and
will be done with the team independent of the development organization verifying expected results. In addition,
whenever possible, daily, monthly, quarterly and fiscal/calendar year-end reports should be reviewed prior to
dissemination to ensure that the data has updated correctly. ' : |

Conﬁgumtioﬁ Management (CM)

The guaranteed loan system must use configuration management that will establish and maintain the security-and

integrity of the guaranty loan system throughout its development life cycle. ‘A comprehensive CM must provide all -
project team members with-a consistent level of understanding of the system engineering process, maintain systems

stability, and reduce technical risk associated with the development effort.

Data Requirements

- The guaranteed loan system stores, accesses, and/or updates seven types of data. In this document, a grouping of

related types of data is referred to as an - information store. The term information:store (rather than database or
file) is used to avoid any reference to the technical or physical characteristics of the data storage medium.  Actual
data storage (physical databases and files) must be determined by each agency during system development and

- implementatiori‘based upon the loan program’s statutory requirements, and the agency’s technical environment,
- processing volumes, organizational structure, and degree of system centralization or decentralization.

This section defines the seven information stores, five internal and two external, and provides examples of the data
that make up each information store. o g S Co S

Infovmation Stoves in the Guaranteed Loan System | R . BN
The five information stores internal to the system are:

Lender/Servicer Information. This refers to data about the lender necessary to determine the eligibility and
creditworthiness of the lender financial information concerning the level of loans under the lender’s control; data
about the lender’s level of responsibility extending loans to borrowers both within the agency and outside the
agency; and the status of the various reviews performed on the lender. This information store includes the
following data: ' ’

Mandatory
* Lender/Servicer Application Data
* Lender/Servicer Review Data
“+ Approved Lender/Servicer Data
* Lender/Servicer Status
Guarantee Information. This refers to data about guarantee requests received by the agency. The amount of
information about each individual loan will vary depending on the loan’s size, the lender’s status, the statutory

requirements of an individual loan program and each individual agency’s policies. This information store includes
the following data:

14 | Guaranateed Loan System Requirements




System Overview

Mpmplﬂtory

* Guarantee Data (e.g., lender, loan amount, guarantee level, loan status, subsidy information, interest rate,
and loan terms) ' -

* Collateral Data (e.g.; appraised value, status) (Mandétory unless specifically eﬁé&lﬁaed by program
requirements : . SRR

* Borrower Data (e.g., borrower’s name, address, social sccﬁrity number (SSN) or taxpayer identification -
. number (TIN), financial data) S

* Guarantee fees due and/br collected

Value-Added
* Rejected Guarantee Data (e.g., lender, reason for rejection)

Claim Information This refers to data about a lender’s claim for payment from the governmént on a defaulted
loan under the guarantee agreement. This information store includes the following data: - :

Mandatory
* Claim Application Data
* Claim Status
Acquired Loan Information. This refers to data associated with a defaulted or delinquent Joan guarantee that has

been acquired by the agency. This store will include all loan information plus other data required for loan servicing
and collection activity. This information store includes the following data: o :

Mandatory
* Acquired Loan Data
* Acquired Loan Status
* Acquired Loan Collateral Data
* Payment History

Program Criteria. This refers to decision-making criteria used by system functions and based on statutes,
regulations, and policies for the guaranteed loan program. This information store includes the following data:

| Mandatory |
* Lender Eligibility
* Lender Financial Rating ,
* Portfolio Evaluation - s ' ' ' :
* Creditworthiness (Mandatory unless specifically excluded by program requirements)
* Borrower Eligibility
* QGuarantee Fees

* Fee Penalty

Guaranateed Loan System .Requirements . 15
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System Overview

« Chim Application Evaluation

« Invoicing B

* Receipt Application Rules

* Debt Collection

» CAIVRS Referral

* Credit Bureau Reporting

* Treasury Offset Referral

* Collection Agency Selection

* Litigation Referral | )
» Write-off !

Value—Added
* Close-out
* Loan Sale

Information Stoves External to the Guavanteed Loan System

- The two information stores external to_the system are:

Core Financial System Information. This refers to information for performing funds control checks, initiating or .

recording payments, and recording the results of other guaranteed loan financial transactions. This information
store includes the following data: : ‘

Jl{[ﬂnddw?y
+ Budget Execution Data
* Receivables
+ Disbursement Data
* Collections/Receipts
» Administrative Costs
* Principal and Interest Data
. Acquired Asset Data
~» Collateral

External Organizational Information. This refers to information coming from outside the agenty into the
guaranteed loan system. This information store is composed of the following types of data:

Mandatory _
* Lender Rating Data

* Treasury Interest Rates

;
j
%
|
|
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System Overview -

» SF- 115 1’s (Non-Expendlture Transfer Authorrzatlon) and SF 108 1’ (Voucher and Schedule of W1thdrawals
and Credits) ' . S .

. Loan Status K
e Sale Approval ‘
* Collection Activities and Results '

B

< s o

. Wrrte oft Approval

. Foreclosure Data

Value-Added ‘
o Sale PrdCeeds .

I

Rzlpmomhip of Inﬁ)rmatzon Stores.

Tllustration 5 depicts the relat10nsh1ps between the loan system information stores descrlbed above and the
- processes within each functlon which access or update those information stores :

it ibe A S S
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Introduction to Fu'nctional Requirements |

This chapter describes the functional reqmrements fora guaranteed loan system. The. followmg functions should be

supported by the system

. Lender Management

e Guarantee Extension and Maintenance

* Portfolio Management

« Acquired Loan Servicing

* . Delinquent Debt Collection
« Treasury Cross Servicing.

‘» Other Reporting Reqmrements

The functional reqmrements identified define the typical processing and data requirements for federal guaranteed

loan programs except some international programs, such as lending to sovereign nations. These requirements do

not include specific or unique requirements of individual guaranteed loan programs. Agenciés may determine that it

is not practical to fully automate all functions based on factors such as loan volume, operating environment,

statutory requirements, and costs. Agencies also may decide that one or more of the guaranteed loan functions may

be best performed by an outside agency or contractor. Accordingly, it will be’ necessary for agencies to make

adjustments to adapt to the
requirements to meet their specific
program and system requirements.

The internal management information
requirements identified throughout
this document are those required to
establish credit management and
financial reporting systems that are
in compliance with the standards
provided in OMB Circulars A-34,
A-123, A-127, and A-129. ;
Agenc1es systems shall be capable
of satisfying the reporting require-
ments of OMB and Treasury,
including those associated with the

Federal Credit Reform Act of 1990 -

and the CFO Act of 1990.

For each function, the narrative is
supported by’ dlagrams showmg the
relatlonshlp between processes and
activities and the flow of information.
These diagrams are conceptual in
nature; they do not imply any -
phys1cal structure of systems. The
diagrams use conventions adopted

to ensure COIlSlStCI‘lcy of PI‘CSCl‘ltaﬂOI'l

Explanations of icons used in the
illustrations are explamed in
Illustratlon 6.

B vttt

Explanatlon of Icons Used in the IIlustratlons

ﬂ@QQH

—_—

Indicates either a process (in the function
level diagrams) or an activity (in the process -
level diagrams).”

Indicates an entity external to the agency.

Indicates a system external to the loan system. Many of the loan system

_processes have an interface with the core financial system. On the diagrams,

the core financial system is divided into parts which correspond to the functional
requirements in the Core Financial System Requirements

Represents an appl'icant,'_borrower or purchaser as indicated in each illustration

Indicates an information store. At the function level, the
name of the information store'is displayed. At the process
level, the data within the mformatlon store is displayed.

Indicates a document - :

Indicates dataflow in oral, electronic, or paper form. The

“direction of the ar’rowhead indicates the direction of the flow.

Illustration 6
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Lender Management

Effective lender managcment is cntrcal 1f thc govcrnment is to ensure the’ avarlablhty of credit to ehglblc borrowers
and use private sector expertise while protecting the government’s interest and minimizing the government’s risks.
Effective lender management ensures that lenders adhere to agency-specific financial, program and pcrformancc
requirements as well as govcrnment-wrde statutory and regulatory requlrements

(}encralliequhmxncnts

This section provides the government-wide functional requirements for the Lcndcr Managcmcnt function of 2
guaranteed loan system. Illustration 7 provides an overview of the Lender Managcment functron As shown the
Lender Management functton consists of the following major processes: : , :

« Lender Eligibility Proccss, and

 Lender/Servicer Monitoring Process.

Overview of the Lender M‘a_nagem‘e’nthunot'i‘On'

- Monitoring Notices
and Plans

Lender Application
and Approval

* . Loan
Infonnation

f ;f//////////////y,o’//// 77

—é s Len%er Ellglblllty
— _-. 'Process
7’ ‘.

ITIILY o I :

Lender

LenderlServucer
: Monltonng Process

NI

\\\\'\

NN

Information

nsorma lon . . Financial :
ources - © : ; System

Program

Criteria - - [+

lllustration 7
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Lender Management

Guaranteed loan management starts with ensuring. that only financially sound, qualified lenders participate-in .
guaranteed loan programs. The Lender Eligibility process is comprised of processing lender applicat