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PREFACE

The Federal Financial Management Improvement Act (FFMIA) of 1996, requires, among
other things, that agencies implement and maintain management Systems that comply
with federal financial management systems requirements. These requirements are
detailed in the Financial Management Systems Requirements series issued by the Joint
- Financial Management Improvement Program (JFMIP) and in the Office of Management
and Budget (OMB) guidance referred to in those documents.

To help agencies review their financial management systems and assist auditors with their
responsibilities under FFMIA,' we have developed eight checklists, which we are issuing
concurrently for comment as exposure drafts. Seven of the checklists reflect the system
requirements defined by JFMIP. The eighth checklist, based on the JFMIP framework
document, describes a single integrated financial management system and is primarily a
reference tool rather than a standard-setting document.

As more system requirements are issued, we intend to develop additional checklists.
When these checklists are issued in final form, they will be available on the Internet on
GAO's Home Page (www.gao.gov).

Additional copies of the exposure draft of this checklist can be obtained from Room 1100,
700 4th St. NW, U.S. General Accounting Office, Washington, D.C. 20548, or by calling
(202) 512-6000. Please send comments by February 28, 1998 to Robert W. Gramling,
Director, Corporate Audits and Standards, Accounting and Information Management
Division, at

U.S. General Accounting Office
441 G Street NW, Room 5089
Washington, DC 20548

e

ne L. Dodaro
Assistant Comptroller General
Accounting and Information Management Division

'The final form of this checklist will be included in GAO's Financial Audit Manual.
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OVERVIEW

The Federal Financial Management Improvement Act (FFMIA) of 1996, requires, among
other things, that agencies implement and maintain financial management systems that
comply with federal financial management systems requirements. These system
requirements are detailed in the Financial Management Systems Requirements series
issued by the Joint Financial Management Improvement ‘Program (JFMIP) and Office of
- Management and Budget | (31\“’[B) Circular A127, ] Tinancial Management Systems. The
JFMIP requirements documents identify (1) a framework for financial management
systems, (2) core financial systems requirements, and. (3):16 other: systems supportmg
. ‘agency operations. Figure 1 1llustrates how these elements ﬁt together in an agency
systems architecture. - - s » SR : , e

- Figure I: Ag‘ency_ Sy _stem's:Architecture. S
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Source: JFMIP Federal Financial Management Sys_tem Reqﬁirements documents.
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To date, JFMIP has issued the framework and core documents and 6 of the 16 systems
1dent1ﬁed in the archltecture

GAO is issuing this and seven other checkllsts that correspond to the JFMIP documents
as part of its Financial Management Serles GAO W’lll issue other checkhsts as addltlonal
: systems 'requlrements are defined.: , s S ST

Authorltatlve Gmdance

’ OMB Clrcular A-127 and OMB s Im lementatlon Gu1dance for the Federal F1nanc1a1,
- Management Improvement: Act FEMIA) of 1996, issued: September 9, 1997, provide the
basis: for assessing compliance with: the: FFMIA requirement for agencies to implement
~.and. ma;lntam financial: management:systems that comply: substantially. W1th federal -

requirements. - OMB's September 1997 implementationt guidance identifies various- criteria
, 'that an agency must meet to be in substantial comphance with these: requlrements

| The source of all the questlons in this checkhst is the Joint- Flnanmal Mana ement -
- Improvement Program Federal Financial Management System Regulrements .
Seized/Forfeited Asset System Requirements (FFMRS-4, March 1993 (Reprinted January
1995)).

Purpose of Th1s Gmde and How to Use It

The purpose of thls document is to prov1de a checkhst to assmt (1) agencles in
implementing. and monltonng thelr systems and (2) management and auditors in
reviewing the systems to. determme if they are in substantial compliance with FFMIA.
.The checklist, the JFMIP source ‘document, and the two prev10usly mentioned OMB
- documents (Circular A-127 and the September 9 1997 1mp1ementat10n guldance) should
be used concurrently by expenenced staff : o

- OMB's 1997 1mp1ementat10n guldance prov1des 1nd1cators for ch1ef ﬁnanc1al officers and
inspector generals to assmt them in determining whether the agency's financial

" management systems substantlally comply with federal ﬁnanclal management systems

requirements. Fllllng out’ th1s checklist will allow agenc1es to systematically determine

whether specific systems requlrements are being met. Agencies can assess the

s1gn1f1cance of any noncompliances in determlnlng substantial compliance by considering

the "indicators" i in OMB‘s 1997 1mplementat10n guldance For example the annual agency

®Thus far, the series includes the (1) Framework for Federal Financial Management
Systems, (2) Core Financial System Requirements, (3) Inventory System Requirements, (4)
Seized/Forfeited Asset System Requirements, (5) Direct Loan System Requirements, (6)
Guaranteed Loan System Requirements, 1) Travel Svstem Requlrements 8 and

Personnel—Pay_r_oll System Regulrement
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assurance statement issued pursuant. to section 4 of the Federal Maﬁagers' Financial
Integrity Act is one of those indicators. Agencies can use GAO's checklists to help
determine annual compliance with the section 4 requirement.

The following Seized/Forfeited- Asset System Requii‘ements section contains a brief
narrative followed by the checklist, which is organized by functions contained in the
source JFMIP document.

In the checklist, two columns follow each question. Use the first column to answer each
question "Yes," "No," or "NA." Use the second column to explain your answer. A "Yes"
answer should indicate that the agency's system or systems provide for the capability
described in the question. For each "Yes" answer, briefly describe how the system(s)
contain the capabﬂlty and refer to a source that explams or shows the capablhty

A "No" answer indicates that the capablhty does not ex1st For a "No" answer, the second
column should provide an explanation and a reference to the supportmg documentation.
Such explanations could include the following: (1) The agency is working on modlfymg
or implementing its system(s) to have the capability available in subsequent years. (2)
Management believes the capablhty is not cost effective and will not enhance the systems'
ability to manage operations. Refer to any cost-benefit studies that support such
explanation. If there are none, provide a full explanation.

Not every guide may apply to an agency. Further, while a guide may be applicable to an
agency, certain questions within the guide may not be applicable. Answer such
nonapplicable question(s) with an "NA" and provide an approprlate explanation in the
second column.
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SEIZEl)/FORFEITED ASSET SYSTEM:REQUIREMENTS |

- The seized/forfeited asset system requirements helps agenc1es track the status of a seized
asset from the time of seizure through Vanous processing steps, which may 1nclude
o forfelture untll ﬁnal d1spos1t10n of the asset { o e e

The three components of the seized/forfeitedi‘asset system are discussed “belo\“zi‘r”‘ =

1.  Seizure Activities - When certain civil and cnmlnal laws are v101ated certaln
enforcement agencies have the authonty to se1ze the possess1ons of the Vlolator
(The checklist questions for this area a.re drawn from page 13 of the source
_ document) , é :
2. . Asset Custody Activities - Organizations that have custody of seized.and forfeited -
| ‘assets must have adequate policies and procedures to.make sure all, assets are
properly received, recorded, valued, malntamed and; controlled throughout the
seizure and forfeiture process. (The checkhst questlons for this area are drawn
from pp. 13-14 of the source document) S e R II TIPp :

3.  Asset Disposition Act1v1t1e - A key* component of an effectlve asset selzure and
forfeiture process is the orderly disposition of the assets in accordance W1th the
law applicable to those assets. (The checkhst questlons for th1s area are drawn
from pp. 14-15 of the" source document)

The checklist questions follow the JFMIP source document It should be Tnoted that not
all questions will apply in all situations and, as with the' ‘use of any checklist, profess1ona1
Jjudgement should be exercised. Us1ng the JEMIP ‘sourcé’ document along with the two
previously mentioned OMB documents will help ensure that the user is cognizant of the

~ background information and definitions necessary to fully understand the questions.
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| 2. “Timély recording of'the date:

| value and the basis for the

Seized/Forfeited Asset Systém Requirements =~ 7.

RN

. Seizure activities component | Yes/mo | . .  Explanation . .
| ' ONAL

Does,the system provide:

1 Coding (i.e., a unique
. identifi r)dfor the assetthat = | |
~ will facilitate 1 tracklng through o
" seizure, forfeiture, holding,
and disposition?

“of seizure; the type of asset, -
‘the location wheére ‘seized, the |+ "
physical condition, the :
physical location, owner(s) if ‘ it
known, and ent1t1es 1nvolvedw Voo e R
in the selzure‘? :

3. Timely and accurate recording
- .of the: originally assigned. .

~initial value placed oneach., | .
' seized asset and the . 1 -
- 1dent1ﬁcat10n of Who ass1gned
the asset value?

4. Timely recording of any
mortgage and claim liabilities
against each seized asset?

5. Capability to query the current
information on processing
status of any seized asset
captured in the database?
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- Seized/Forfeited Asset System Requirements

Seizure activities component . | - Yes/no | . . . Explanation

6. Information necessary to
enable verification that seizure
authorization exists and that
the seizure/forfeiture criteria
established by management
have been observed?

7. - Provide for the correction, T - :
of the seizure authorization, -
with appropriate controls and
reports to responsible -
program officials and other

- affected parties?

8. Prompt payment of properly
- authorized and billed services?
- This system must interact
with the core financial system
to accomplish this task. -
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Seized/Forfeited Asset.System Requirements"

Asset Custody Act1v1t1es
Component - :

Does the system component have ’ L H
the capability to:

i+ Explanation

1. Capture, record, and maintain
accurate 1nformat10n on the
* current physical condition;’
legal status, geographic

location, responsible 7

custodian, and the current

Page 12

recorded value of each seized
asset in custody?

{

2. Provide a record that

advertising and the issuance
of notice of property seized
have been accomplished, if

required?

3. Provide information to enable

seized cash to be deposited
promptly into cash holdlng
‘accounts? T

4." Track and promptly record

the deposit of income
generated by seized
businesses on an asset-by-
asset basis?

5. Segregate forfeited assets

from those in seized status?

1
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‘Seized/Forfeited Asset ,SYstem«. Requi_l;ements,«

———

Asset Custody Act1v1t1es o < . . Explanation

Component -

6. Allocate and record all f : L e e
maintenance and overhead S e
costs on an asset by asset - )
bams‘? ~.

7. Record and account for all
theft, loss, and damage
expenses on an asset by asset
basis?

8. Provide accurate and timely.
reconciliations between
agency seized-asset recor‘ds
and records of contractors.
being used to maintain, store,
and dispose of seized assets?

9. Provide information to allow
the independent verification -
that each asset exists and that
the recorded physical '
condition, legal status,
geographic location, and asset
‘valué are accurate? B

10. Provide information to allow
an independent verification
that all billed contractor/ -

~ vendor sé€rvices were actually ‘
performed‘?

11. Record and track cost bonds?
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Seized/Forfeited Asset System'Requirements

~ Asset Custody Activities.
___Component

1" Yes/No | = " Expl}anation
 NA L

12. Obtain collatefal coverage
from financial institutions as
needed? ‘ : C

13" Accumulate performance - -~ | - N S E
histories on all vendors and I S T | =
contractors (both private and S L e e =

- government) that perform - S TR R . =
asset custodial/maintenance ‘ . e . »

14. Pay promptly all contractors/
vendors performing asset .
maintenance/management
services? The system must
interact with the core
financial system to accomplish
this task. .

i

15. Inform system users regarding
compliance with established S o B ‘
asset custody controls? _ | | S P B =

16. Retrieve quickly detailed : - . ' T
information on the current ' ' : e -
location, value, and condition ‘ ‘ ‘
of individual assets?

17. Record accurately and timely
the forfeiture action for each
asset?
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Seized/Forfeited Asset System Requirements.

Asset Custody Activities | Yes/No ~ v . Explanation .
Component 1 NA S e

§

18. Produce exception reports‘ﬁ
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Seized/Forfeited Asset:System ‘Requirements. = i &0 oo i son

Does the system component have
the capablhty to o o

1.

Asset disposition activities
component

Record accurately and timely
each asset disposition,
including the unique identifier
of specific asset, type of asset,
type of disposition, location of
disposition, responsible
official, and current asset
value at time of d1sposmon‘?

T
Explanation . °

T AT AT

Flag low-value and time-
sensitive assets to ensure
their timely recording and
liquidation?

Record and account
accurately for all revenues
and asset specific expenses
generated from asset
disposition activities (sale,
quick release, settlement,
remission, or dismissal) on an
asset-by-asset basis?

Verify that proper
authorization exists for all
seized asset dispositions?

GAO/AIMD-98-21.2.5.- Proposed Seized/Forfeited Asset Checklist (12/97) .




Seized/Forfeited Asset System Requirements: = .

Asset dlSpOSlthIl act1v1t1es 1 Yés/rio» .- ~Explanation
component ' T : ‘

5. Record detailed inform_ation
on each specific asset j \
disposition transaction, '
including the name, Social s i
Security number or tax : : it
identification number address :

~ and employment affiliations of |
the person(s) recelvmg the:
asset? :

6. Record and account
> ‘accurately for all dlstnbutlons
- of excess revenues over
expenses?

7. Provide a complete
-accounting for both the
applicable asset forfeiture
- fund balances and the seized
asset deposit fund balance?

8. Record deposits of funds
associated with the asset
seizure and forfeiture program
made into other law :
enforcement related accounts?

9. Provide an audit trail for
assets distributed to other :
“entities?
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Seized/Forfeited Asset System Requirements

Asset disposition activities - Yesmo | . . .Explanation
component NA

10. Record promptly the deposit

bt

LAIRIN.L R
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of all proceeds from the sale

- of forfeited assets into the

applicable Asset Forfelture
Fund account?

11.

Record pfomﬁtly transfers of
cash from the applicable

- Seized Asset Deposit Account

to the applicable Forfeiture -
Fund account‘?

12.

Test periodically asset
disposition transactions to
ensure that the process is not
being victimized by insider
transactions?

13.

Verify independently that all
billed contractor services
were actually performed?

14.

Pay promptly innocent owners
or approved petitions for
mitigation? The system must.
interact with the core

financial system to

accomplish this task.
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