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PREFACE

July 2004

The Federal Financial Management Improvement Act of 1996 (FFMIA) requires, among
other things, that agencies implement and maintain financial management systems that
substantially comply with federal financial management system requirements. These
requirements are detailed in the Federal Financial Management System Requirements
series issued by the Joint Financial Management Improvement Program (JFMIP) and in
the guidance issued by the Office of Management and Budget (OMB): Circular A-127,
Financial Management Systems, and the January 4, 2001, Revised Implementation
Guidance for the Federal Financial Management Improvement Act (FFMIA) of 1996.
JFMIP intends for the requirements to promote understanding of key financial
management systems concepts and requirements, to provide a framework for
establishing integrated financial management systems to support program and financial
managers, and to describe specific requirements of financial management systems.

We are issuing this checklist, which reflects JFEMIP’s revised Core Financial System
Requirements (JFMIP-SR-02-01, November 2001), to assist (1) financial systems analysts,
systems accountants, systems developers, program managers, and others who design,
develop, implement, operate, or maintain financial management systems and

(2) management and auditors in reviewing agency core systems to determine if the
systems substantially comply with FFMIA.

There is no requirement that this checklist be used in assessing core financial systems.
Rather, it is provided as a tool for use by experienced staff and is one in a series of
documents we have issued to assist agencies in improving or maintaining effective
operations. (See the last page of this document for a list of related products.) This
checklist, the JEMIP source document, and the two previously mentioned OMB
documents should be used concurrently. Those using this tool must apply experienced
Jjudgment in its interpretation and application. They must consider the impact of the
completed checklist on an entire core system and whether the system, as a whole,
substantially complies with requirements.

This checklist exposure draft is available on the GAO Web site (htip://www.gao.gov)
under “Reports and Testimony,” browsing by the topic “Financial Management.” JFMIP’s
source document can be downloaded from the JFMIP Web site (http://www.jfmip.gov)
under “JFMIP Documents” and the subheading “System Requirements.”

Please send comments on this exposure draft by August 31, 2004, to McCoy Williams,
Director, Financial Management and Assurance, U.S. Government Accountability Office,
441 G Street, N.W., Room 5089, Washington, D.C. 20548.

Y COXQ&,\%%

Jeffrey C. Steinhoff
Managing Director
Financial Management and Assurance
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OVERVIEW

The Federal Financial Management Improvement Act of 1996 (FFMIA) requires,
among other things, that agencies implement and maintain financial management
systems that substantially comply with federal financial management system
requirements. These requirements are detailed in the Federal Financial
Management System Requirements series issued by the Joint Financial
Management Improvement Program (JFMIP)'and in Circular A-127, Financial
Management Systems, issued by the Office of Management and Budget (OMB).
The JFMIP requirements document describes the federal financial system
architecture as consisting of (1) core financial systems; (2) other financial and
mixed systems, not all of which are applicable to all agencies; (3) shared systems;
and (4) departmental executive information systems (systems to provide
management information to all levels of management).” Figure 1 is the JFMIP
model that illustrates how these systems interrelate in an agency's overall systems
architecture.

Figure 1: Agency Systems Architecture
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Source: JFMIP.

'JFMIP is a joint undertaking of the Office of Management and Budget (OMB), GAO, the Department of the
Treasury, and the Office of Personnel Management (OPM), working in cooperation with each other and with
operating agencies to improve financial management practices throughout the government. The program was
initiated in 1948 by the Secretary of the Treasury, the Director of the Bureau of the Budget (now OMB), and
the Comptroller General. JFMIP was authorized by the Budget and Accounting Procedures Act of 1950
(subsequently codified at 31 U.S.C. § 3511 (d)). The Civil Service Commission, now OPM, joined JFMIP in
1966.

*JFMIP has also issued the Framework for Federal Financial Management Systems (JFMIP-SR-01-04, April
2004), which is the foundation document for the JFEMIP Financial Management System Requirements that sets
forth the vision, desired capabilities, performance outcomes, environment, and other attributes that all
federal financial management systems must be designed to support.
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OVERVIEW

To date, JEMIP has issued 13 of the 15 functional requirements shown in figure 1.’
We are issuing this checklist, which reflects JFEMIP’s revised Core Financial
System Requirements (JFMIP-SR-02-01, November 2001) and the Addendum to
Core Financial System Requirements (March 2004), to assist (1) financial
systems analysts, systems accountants, systems developers, program managers,
and others who design, develop, implement, operate, or maintain financial
management systems and (2) management and auditors in reviewing agency core
systems to determine if the systems substantially comply with FFMIA.

This checklist is not a requirement. It is provided as a tool for use by experienced
staff. This checklist; the JFMIP source document, Core Financial System
Requirements (JFMIP-SR-02-01, November 2001); OMB Circular A-127, Financial
Management Systems, and OMB’s Revised Implementation Guidance for the
Federal Financial Management Improvement Act (FFMIA), issued January 4,
2001, should be used concurrently. Staff members who use this tool must apply
experienced judgment in its interpretation and application. They must consider
the impact of the completed checklist on the entire core financial system and
whether the system, as a whole, substantially complies with requirements.

Authoritative Guidance

OMB Circular A-127, Financial Management Systems, and OMB’s January 4,
2001, Revised Implementation Guidance for the Federal Financial Management
Improvement Act provide the guidance for assessing compliance with FFMIA
requirements. The OMB guidance identifies various criteria that agency systems
must meet to substantially comply with these requirements. One set of criteria
listed in the OMB guidance is the JEMIP system requirements series.

The source of all the questions in this checklist is the JEMIP Core Financial
System Requirements (JFMIP-SR-02-01, November 2001) and the Addendum to
Core Financial System Requirements (March 2004). The JFMIP document and
the addendum represent the latest update to the core document first issued in
January 1988. These updates reflect recent changes in laws and regulations and in
governmentwide reporting systems, such as the Department of the Treasury’s
Federal Agencies Centralized Trial Balance System (FACTS) II, and the OMB
policy requiring agencies to use the Intragovernmental Transaction Exchange

’Thus far, the series includes the (1) System Requirements for Managerial Cost Accounting (February 1998);
(2) Human Resources and Payroll System Requirements (April 1999); (3) Direct Loan System
Requirements (June 1999); (4) Travel System Requirements (July 1999); (5) Seized Property and Forfeited
Assets System Requirements (December 1999); (6) Guaranteed Loan System Requirements (March 2000);
(7) Grant Financial System Requirements (June 2000); (8) Property Management System Requirements
(October 2000); (9) Benefit System Requirements (September 2001); (10) Core Financial System
Requirements (November 2001), which supercedes the 1999 Core Financial System Requirements (February
1999); (11) Acquisitions Financial System Requirements (June 2002); (12) Revenue System Requirements
(January 2003); and (13) Inventory, Supplies, and Materials System Requirements (August 2003),
which supercedes the 1995 Inventory System Requirements (June 1995). Functional requirements for budget
formulation and insurance claims systems have not yet been issued.
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OVERVIEW

Portal for executing certain types of financial transactions. The updates also
clarify some existing requirements, delete redundant or outdated requirements,
incorporate value-added requirements, change the priority (i.e., mandatory or
value added) of certain requirements, and add new requirements to reflect the
current needs of federal agencies.

The JEMIP Core Financial Systems Requirements document is the basis for
evaluating core financial system software for compliance with JFEMIP
requirements. It is done through a testing process that links test scenarios to the
JFMIP requirements. JEMIP tests commercial software functionality against these
requirements and qualifies the software as meeting mandatory requirements.
JFMIP also uses this process to test government agency software compliance for
those agencies that provide accounting systems to other government agencies on
a cross-service agreement.

The JFMIP document segregates functional requirements into two general
categories—mandatory and value-added. The mandatory requirements describe
what the system must do. They consist of the minimum acceptable functionality
necessary to establish a system and are based on federal laws, regulations,
directives, or judicial decisions. Mandatory requirements are those against which
agency heads are to evaluate their systems to determine the systems’ substantial
compliance with FFMIA. These requirements apply to existing systems in
operation and new systems planned or under development. The checklist uses
“M” immediately following the question to indicate a mandatory system
requirement.

The value-added requirements describe optional 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. Agencies should consider
value-added features when judging systems options. The need for these value-
added features in agency systems is left to the discretion of each agency head. The
checklist uses “V” immediately following the question to indicate that the item is
value-added and not mandatory.

How to Use This Checklist

OMB’s 2001 implementation guidance provides the agency heads and inspectors
general with a means for determining whether their agencies’ financial
management systems substantially comply with federal financial management
system requirements. Agencies can use this checklist as a tool to help determine
compliance with federal financial management system requirements as well as to
assist in their annual reporting on such compliance as required by 31 U.S.C. §
3512(d).
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OVERVIEW

Completing this checklist will allow agencies to systematically determine whether
specific systems requirements are being met. In determining compliance with
FFMIA requirements, agencies should assess the results of the completed
checklist based on the core financial system requirements taken as a whole.

The checklist contains three columns with the first citing the question. Use the
second column to answer each question “Yes,” “No,” or “N/A.” Use the third
column to explain your answer. A “Yes” answer should indicate that the agency’s
core financial system provides for the capability described in the question. For
each “Yes” answer, the third column should contain a brief description of how the
core financial system satisfies that capability and should also refer to a source
that explains or shows the capability.

A “No” answer indicates that the capability does not exist. For a “No” answer, the
third column should provide an explanation’ and, where applicable, a reference to
any related supporting documentation. Cost-benefit studies or support for a “No”
answer should be identified in the explanation column. If there are no cost-benefit
studies or other support, a full explanation should be provided.

“No” answers should not be viewed individually or taken out of context. Rather,
“No” answers should be assessed as to their impact on the overall core financial
system and the extent to which the “No” answers inhibit the entire core financial
system from achieving compliance. Certain questions within the checklist may not
be applicable to the agency. Answer these question(s) with “N/A” and provide an
appropriate explanation in the third column.

This checklist is designed to capture the JEMIP requirements in a format that can
be used to easily determine the JEMIP requirements that are applicable to federal
financial management systems. The JFMIP requirements form the foundation for a
system evaluation effort, and agencies must determine and document the agency-
specific requirements that must be developed to best meet their needs while
ensuring that the JFMIP requirements are fulfilled. This is consistent with how the
JFMIP requirements should be used in an agency’s effort to develop or implement
a financial management system.

Moreover, systems requirements continually evolve as new laws and regulations
are promulgated. Because there may be a time lag between the issuance of new
laws and regulations and when the JEMIP systems requirements documents are
updated, this checklist may also not include all relevant laws and regulations that
should be considered when evaluating a system. Therefore, consideration must be
given to identifying any changes in laws and regulations that could impact the
requirements included in this checklist.

‘For example, the agency is working on modifying or implementing its core financial system to have the
capability available in subsequent years; management believes the capability is not cost-effective and will not
enhance the core financial system'’s ability to manage operations.
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CORE FINANCIAL SYSTEM REQUIREMENTS

Government core financial systems, as an integral component of the federal
agency systems architecture (see fig. 1), are relied on to control and support the
key financial management functions of an agency. The core financial system
receives data from other financial and mixed systems and from direct user input,
and provides data and supports processing for other systems. JEMIP’s Core
Financial System Requirements document provides functional requirements for
financial managers, program managers, and others to control and account for
federal programs as defined in governmentwide statutes, regulations, and
guidelines. It is divided into two major sections, “functional requirements” and
“technical requirements,” which are described below.

¢ Functional requirements have been established to provide the basic
information and control needed to carry out financial management functions;
manage the financial operations of an agency; and report on the agency’s
financial status to central agencies, Congress, and the public. This includes
data needed to prepare the principal financial statements for federal agencies
in accordance with OMB Bulletin No. 01-09, Form and Content of Agency
Financial Statements. The major functions supported by a core financial
system are discussed below:

1. Core financial system management consists of the processes
necessary to maintain the financial system in a manner that is consistent
with established financial management laws, regulations, and policy. This
function sets the framework for all other core financial system functions.

2. General ledger management is the central function of the core
financial system. The general ledger is the highest level of summarization
and must maintain account balances by the accounting classification
elements established in the core financial system management function.

3. Funds management is the function that ensures that the agency does
not obligate or disburse funds in excess of those appropriated or
authorized.

4. Payment management is the function that provides appropriate control
over all payments made by or on behalf of the agency.

5. Receivable management is the function that supports activities
associated with recognizing and recording debts due to the government,
performing follow-up actions to collect on these debts, and recording
agency cash receipts.

6. Cost management is the function that attempts to measure the total cost
and revenue of federal programs and their various elements, activities,
and outputs.

7. Reporting is the function that provides timely and useful financial
information to support management’s fiduciary role, budget formulation
and execution functions, fiscal management of program delivery and
program decision making, and internal and external reporting
requirements.
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CORE FINANCIAL SYSTEM REQUIREMENTS

e Technical requirements have been established to help ensure that a core
financial system is capable of meeting a wide variety of workload processing
demands; provide transaction processing integrity and general operating
reliability; incorporate standard installation, configuration, and operating
procedures; and do not conflict with other administrative/program systems or
other agency-established information technology (IT) standards. The JEMIP
source document categorizes the technical requirements as (1) general
design/architecture, (2) infrastructure, (3) user interfaces, (4) interoperability,
(6) workflow/messaging, (6) document management, (7) Internet access, (8)
security, and (9) operations and computing performance.

All of the checklist questions come from the JFMIP source document, JEMIP-SR-
02-02, November 2001, and the March 2004 Addendum. Page number references
follow each of the questions. It should be noted that not all questions will apply in
all situations, and as with the use of any checklist, professional judgment should
be exercised. Using the JFMIP source document and its “Appendix B: Glossary,”
which defines terms used, along with OMB Circular A-127, Financial
Management Systems, and OMB’s Revised Implementation Guidance for the
Federal Financial Management Improvement Act (FFMIA), issued January 4,
2001, will help ensure that the user is aware of the background information
necessary to fully understand the questions.

Page 11 GAO-04-763G — Core Financial System Requirements Checklist — Exposure Draft (07/04)



(BLANK)

Page 12 GAO-04-763G — Core Financial System Requirements Checklist — Exposure Draft (07/04)



Core Financial System Requirements

Functional Requirements Yes,
Core Financial System Management No, .
Function® Explanation
or

Accounting classification’ management
process N/A

1. To support the accounting classification
management process, does the core
financial system provide the capability to
classify accounting transactions by the
following:

a. treasury account symbol/treasury
account fund symbol (TAS/TAFS),

b. internal fund code,
c. budget fiscal year,
d. accounting quarter and month,

e. program,

f. organization,
g. project,

h. activity,

i. cost center,
j. object class,

k. budget function (and subfunction code),
and

l. remaining U. S. Government Standard
General Ledger (SGL) attributes not
specified above? M (p. 18)"

*The core financial system management function ensures that the capability exists for capturing, classifying,
processing, storing, and retrieving the financial data federal agencies use in their daily operations. It
establishes the reporting entity and framework for ensuring that data are shared among components of an
agency’s single integrated financial management system. This function also ensures that transactions are
processed in a uniform and consistent manner.

‘The accounting classification is a subset of the agency financial information classification structure, which
also includes financially related personnel information, performance measurement information, and other
financial information needed by the agency. It provides the means for categorizing financial information along
several dimensions as needed to support financial management and reporting functions. The data elements a
particular agency includes in its accounting classification will depend on data aggregation requirements for
preparation of financial statements under the Chief Financial Officers Act, the appropriation structure, and
other reporting and management needs of the agency.

"Unless otherwise indicated, page number references in the checklist are to JFMIP-SR-02-01.
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Core Financial System Requirements

Functional Requirements Yes,
Core Financial System Management No, .
Function® Explanation
or

Accounting classification’ management
process N/A

2. Does the core financial system provide the
capability to define additional accounting
classification elements and classify and
report accounting transactions by each type
of element? M (p. 18)

3.  Does the core financial system provide the
capability to achieve consistency in budget
and accounting classifications and
synchronization between those
classifications and the organizational
structure, including the maintenance of data
relationships between the following:

a. budget formulation classifications
(budget function and subfunction
classification codes, per OMB Circular
No. A-11, Preparation, Submission
and Execution of the Budget),

b. budget execution and accounting
classifications (e.g., TAS/TAF'S,
internal fund, program, project, and
activity), and

c. the agency’s organizational structure?
M (p. 18)

4.  Does the core financial system have the
capability to provide a fund structure that
identifies a TAS/TAFS established by OMB
and Treasury? M (p. 18)

5.  Does the core financial system provide the
capability to accommodate additional detail
below the TAS level, such as an internal
fund code to support fiscal year accounting
and appropriation subaccounts used for
reporting to Treasury? M (p. 18)
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Core Financial System Requirements

Functional Requirements Yes,
Core Financial System Management No, .
Function® Explanation
or

Accounting classification’ management
process N/A

6. Does the core financial system provide the
capability to differentiate among the type of
budgeting, accounting, and reporting
treatments to be used based on various
TAS/TAFS characteristics? M (p. 18)

7. At a minimum, does the core financial
system provide the capability to support the
following fund characteristics in accordance
with Treasury and OMB reporting and
budget execution requirements:

a. fund type, such as general fund,
deposit fund, trust fund, special fund,
revolving fund, or receipt account;

b. funding source, such as borrowing
authority, contract authority, direct
appropriation, or spending authority
from offsetting collections;

c. budget status, such as on budget, off
budget, or financing account; and

d. TAS/TAFS status, such as annual,
multiyear, and no year? M (p. 18)

8.  Does the core financial system have the
capability to provide a program structure
with sufficient levels of detail to allow
reporting for all categories on which
budgetary decisions are made, whether
legally binding, as in appropriation
limitations, or in the nature of policy
guidance, as in presidential pass backs and
congressional markup tables? M (pp. 18 &
19)

9. Does the core financial system provide the
capability to establish an organizational
structure based on responsibility segments,
such as bureaus, divisions, and branches? M

(p. 19)
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Core Financial System Requirements

Functional Requirements Yes,
Core Financial System Management No, .
Function® Explanation
or

Accounting classification’ management
process N/A

10. Does the core financial system provide the
capability to tie responsible organizational
units to programs, projects, and activities?
M (p. 19)

11. Does the core financial system provide the
capability to support the management of
multiple agency location codes (ALC) and
associate the appropriate ALC with each
transaction involving fund balance with
Treasury to facilitate external reporting® and
reconciliation with Treasury? M (p. 19)

12. Does the core financial system have the
capability to provide a project structure that
is independent of the other accounting
classification elements to allow multiple
organizations, programs, and funding
sources to be associated with a project? M

(p. 19)

13. Does the core financial system have the
capability to provide an object class
structure consistent with the standard
object class codes contained in OMB
Circular No. A-11? M (p. 19)

14. Does the core financial system have the
capability to provide flexibility to
accommodate additional levels (lower) in
the object class structure? M (p. 19)

15. Does the core financial system provide the
capability to process additions, changes,
and deletions to elements of the accounting
classification design, and related valid
domain values within accounting
classifications, without extensive program
or system changes (e.g., through online
table updates)? M (p. 19)

*For example, Financial Management Service (FMS) 224, Statement of Transactions.
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Core Financial System Requirements

Functional Requirements Yes,
Core Financial System Management No,