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What is JEMIP?

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, working 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 65). 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 Director, and a program agency rcprescntatlvc
(who serves for 2 years) are also on the Steering Committee.

The Program promotes strategies and guides financial management improvement across
government; reviews and coordinates central agencies' activities and policy promulgations; and acts
as catalyst and clearinghouse for sharing and disseminating information about good financial
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.

The JEMIP has worked on interagency projects that developed a financial systems framework and
financial systems requirements. For the future JEMIP plans to assist Federal agencies in lmprovmg
their financial systems through its Program Management Office. The Office will work on revising
the Federal government's requirements definition, testing and acquisition processes, - the first target
of opportunity 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 JFMIP can be found at its website at
www.financenet.gov/financenet/fed/jfmip/jfmip.htmor call (202) 512-9201.




- Memorandum
Date: November 5, 1998

To: Senior Financial Officials /
From: Executive Director, JEMIP - Karen Cleary Alderman %ﬁ//’wwk
Subject: JEMIP Core Financial System Requirements - Exposure Draft

Attached is the Exposure Draft of the JEMIP Core Financial System Requirements. This update is a result of the
Financial Management System Software (FMSS) reengineering effort undertaken by the JEMIP, the Chief Financial
Officers Council Financial Systems Commiittee (CFOC FSC), and the Office of Management and Budget (OMB).
The process revealed a number of requirements that needed to be included in the document. As you review this
document, we ask that you pay particular attention to Budget Execution, a new subsection under Funds Management;
Working Capital/Revolving Fund, a new subsection under Cost Management; and Appendix A - Glossary.

We ask that you specifically consider what refinements, if any, are needed in these functional requirements to provide
enough information to build financial management systems that meet the federal government’s need for a core
financial management system as defined in the preface and introduction of this document. Are refinements needed
to support objective testing to evaluate software capability to support these requirements? Do the Working Capital/
Revolving Fund requirements warrant presentation in a separate section as proposed in this exposure draft, even
though most of these requirements are already mandatory in the cost and reimbursable sections? We ask that you
look closely at the Glossary appendix and, if needed, recommend additional terms that are shown in the document
that you believe need to be defined. "

A tool that we believe will be useful to you in reviewing the JFMIP Core Financial System Requirements Exposure
Draft is the Knowledgebase. The new and changed requirements in the exposure draft document can be easily identified
with this tool. The Knowledgebase can be accessed through FinanceNet under JEMIP. The Knowledgebase includes both
mandatory requirements and value-added features. The Exposure Draft, however, contains only mandatory requirements.
We urge you to take advantage of the Knowledgebase capabilities, which will be evolving over time. The
Knowledgebase can be accessed through the JEMIP/PMO homepage hitp://www.financenet.gov/fed/jfmip/pmo.htm.

These requirements have been reviewed, previously, by representatives of the JFMIP, the FSC, OMB, the General |
Services Administration, the Federal Accounting Standards Advisory Board (FASAB), the General Accounting
Office, and the Federal accounting community. ’ :

The document is being circulated widely within the Federal government’s financial systems community and to
vendors of financial systems software and services on JEFMIP’s mailing list. It is also being placed on FinanceNet at
http://www.financenet.gov/financenet/fed/jfmip/fimipexp.htm.

- Please provide your comments by Friday, January 8, 1999. Comments on any section of this document are
encouraged. Responses will be more helpful to the JEMIP if they also include your rationale. Respondents should
also indicate their organizational position when responding.

Comments should be sent to: |

Joint Financial Management Improvement Program
441 G Street NW, Room 3111
Washington, DC 20548

If you have any questions, please contact Betty White at 202-512-9346 or fax 202-512-9593.
Attachment




Core Financial System Requirements A 7




Cnre%ﬁnaﬁcial-fsystem Réquiremérit”sx*

FOREWORD

This document represents the third update to the Core Financial System Requirements document, first issued
January 1988. This most recent update reflects changes in laws-and regulations, such as the Debt Collection
Improvement Act, and also adds requirements for two functions, Budget Execution and Working
Capital/Revolving Fund. Also, some of the existing requirements have been clarified.

These requirements remain the basis for the Federal government to test compliance of commercially based, core
financial software. During Fiscal Year 1999, the JEMIP’s new Program Management Office (PMO) will dcvclop a
new testing and certification process, dn'ectly linking tests back to these requirements. Also, we will separate out
the testing/certification process from the acquisition phase of the software selection process in place in the current
General Services Administration (GSA) Financial Management Systems Software (FMSS) Schedule processes.

This document should be used in conjunction with JEMIP’s recently established WEB based electronic repository,
called the Knowledgebase, which can be reached through the JEMIP/PMO homepage http://iwww financenet.gov/
fed/jfmip/pmo.htm. These requirements will form the : ma]or portion of the Knowledgebase. The Knowledgebase
will feature ongomg comment capability, for both agencies and vendors, mcludmg the ability to comment on
proposed requirements prior to their establishment.

The Core Financial System Requirements document lists mandatory requirements, which must be satisfied byany

software prior to it being certified for use by Federal agencies. The Knowledgebase also lists other requirements,
called value added. The value added requirements will be used to gather information from vendors about technical
and functional software capabilities that agencies may find useful but which are not necessary to be satisfied to
obtain certification. The PMO testing and certification process does not include value-added requirements.

The Chief Financial Officers Act of 1990 (CFO) Act places specific responsibility for dcvclopmg and maintaining
effective financial systems with the Chief Financial Officers in Federal agencies. This update to the Core Financial
System Requirements, along with the establishment of the JEMIP PMO and the Knowledgebase, demonstrate the
commitment of the CFO community to continually improve Federal financial systems.

We appreciate their support, and thank the Chief Financial Officers Council Financial Systems Committee, the
Office of Management and Budget, the General Accounting Office, the GSA, and other agencies who part1c1patcd
in reviewing and providing comments on improving the requirements document.

Karen Cleary Alderman » L

Executive Director
November 1998
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Gore Financial System Reqliirements:

Introduction

The United States Government is the world s largest and most complex enterprlse Eﬂecnvely managmg an
enterprise of this size requires complete, timely, and accurate information. Financial management systems are
critical tools in the overall effort to reform government. The Federal government has been working to improve
financial management systems.. for several ‘years through a variety, of initiatives. ‘Establishment of the U.S..
Government Standard General Ledger and pubhcatlon of the ]'FMIP Core Financial System Requirements s are ]ust
two examples The financial management system requu‘ements in this document apply to all departments and
agencres in the executive branch of the Federal government S

In 1982 Congress enacted the Federal Managers Fmancral Integnty Act (FMFIA) Thls act requn'es agency heads
to establish controls that provide reasonable assurances that. (1) obligations and costs.comply with applicable law;
(2) funds, property, and other assets are safeguarded against waste, loss, unauthonzed use, or mlsappropnatron
and (3) revenues and expendltures are properly recorded and accounted for. ‘ ,

The CFO Act strengthened the government’s eﬁ‘orts by ass1gnmg clearer ﬁnancral management responsrbxhtles to »
senior officials and by requiring new financial organizations, enhanced financial systems, audited financial .
statements, and nnproved planning. :

The Federal Accounting Standards Advrsory Board (FASAB) was established in October 1990 by the Secretary of .

the Treasury, the Director of the Office of Management and Budget, and the Comptroller General to recommerd
Federal accounting principles and standards. After the Board’s sponsors decide to adopt recommendations, the
standards are published by the GAO and the Office of Management and Budget (OMB) and then become effective.
OMB revises and reissues its bulletins on the “Form and Content of Financial Statements” to be consistent with the
standards.

OMB Cn'cular A-127, “Fmancral Management Systems ” initially 1ssued in 1984 was revised in 1993 Thjs
Circular sets forth general policies for Federal financial management systems and relates these policies, to thosein
OMB Circular A-130, “Management of Federal Information Resources,” and OMB Crrcular A-123, “Management
Accountability and Control » o , ‘ v . .

The Government Performance and Results Act of 1993 requrred Agencres to manage by results. In the sprmg of
1994, the Chief Financial Officers Council (CFO Council) adopted the following vision for fmancral management:

Enabling government to work better and cost less vequives program and ﬁnamml managers, workmg n
paﬂnm'th using modern management techniques and integrated financial management systems, to ensure the
integrity of information, make decisions, and measure performance vo achieve desirable outcomes and real cost
effectiveness. ‘

The Federal Financial Management Improvementy Act of 1996 required each agency to implement and maintain
financial management systems that comply substantially with Federal financial management systems requirements,
applicable Federal accounting standards, and the United States Government Standard General Ledger at the
transaction level."

Increasingly, integrated financial management systems are expected to support program managers, financial
managers, and budget analysts at the same time. Information supplied by these systems is expected to become

T
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more timely, accurate, and consistent across government. Systems and data are bemg shared more and more by
agencies with common needs. . . o

This most recent update was developed by JEMIP, the CFO Council Financial Systems Committee, an interagency
workgroup, and the Logistics Management Institute. Changes have been made to reflect new leglslatlon and new
policies and to clarify the document’s purpose and’ place within a series of Federal financial management systems
requirements documents. When this document was first pubhshed in 1988, it served as a basis for the GSA
Financial Management Systems' Software ( FMSS) schedule request for proposals and as standardized requlrements

-for agencies’ systems. The September 1995 version emphasnzed the financial management functions which must be

supported by the system in the manner best suited to that agency and in conformance with approprrate strategres
for managing agency operations and information rescurces. This version adds two major requirements sections, the
Budget Execution Function and the Working Capital/Revolving Fund Function. The Working Cap1tal/Revolvmg
Fund js mandatory for Agencres that have tlus program, otherw1se it is cons1dered value-added - o

Informauon that apphes o all financial management systems such 2 as mtcrnal controls system secunty, trammg,
docurnentation, and support are discussed in the JEMIP Framework for Federal Financial Management Systems ‘
document. The Framework document, published January 1995, facilitates the design, nnplementatlon, and
operations of financial management systems to support the mcreased emphasis being placed on improving
government operations. However the mternal controls and securrty considerations are mterspersed throughout
this document. '

This document will be the basis for the new GSA Financial Management System Software (FMSS) schedule
beginining after Fiscal Year 1999. At that time a new testing and certification process will be. operational, linking
tests back to reqmremcnts presented in this document. The JEMIP’s new Program Management Office (PMO) will
design scenarios to test commercial software functionality against these requirements, test the software, certlfy the
software as meetmg mandatory requwcments and publish the results in the Knowledgebase ' '

Also note that the requirements are now classified as mandatory or value-added. The mandatory ﬁnancral
requirements are the JEMIP core requirements that must be satisfied for new software procurements. Value-added
requirements are desirable capabilities and features that are of interest to agenciés but not required by all agencies to
satisfy increased functionality for core financial management systems. Value-added featuires are not listed here, but -
may be found in a web-based electronic repository, called the Knowledgebase. Some examples of value-added
features are software packages that have budget formulation, financial planning, working capital fund, revolving
fund, electronic signatures, document imaging, and mtegrated workflow. For agencies that have Workmg Capital
and Revolvmg Fund programs the working capital and revolving fund requirements are considered mandatory and
will be tested.  You can access the Knowledgebase through the ]FMIP/PMO homepage

hitp://www financenet. gov/fed/;fmup/pmo htm. :

The next chapter of this document sets forth the framework for the establishment and maintenance of an mtegrated
Federal financial management system. An overview of the Core financial system and summary of. requlrements is
provided in the System Overview chapter. Specific requirements are presented in detail in the Functional”
Requirements chapter. Appendices provide a Glossary, a Summary of External Reportmg Requrrements and a hst
of the Revrew Team Members ‘
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Federal Financial Management Framework

The Core Financial System Requmzments document estabhshes standard requrrements for the “backbone” modules of
an agency’s integrated financial management system. It provrdes common processing routines, supports common
data for critical financial management functions aﬂ'ectrng the entire agency, and maintains the requrred ﬁnancral
data i mtegnty control over financial transactions, resource balances, and other financial management systems. This
document is a partof a broad program to improve Federal fmanc1aljmanagement which involves the estabhshment
of uniform requrrements for ﬁnancral mformatton, ﬁnancral systems 9 portmg, and ﬁnancral orgamzatlo .

As shown in Illustration 1 standards and system requlrements assist. agencres m developmg eﬁ’ectlve and fﬁcrent
systems and provide a common framework so that outside vendors or in-house programmers can prov1de software
more economically. ‘Bachagency should integrate its unique requirements with these- governmentwrde standard

requirements to provide a uniform basis for the standardization of financial management systems ds requlred by the
Chief Financial Officers Act of 1990. The responsibility for financial management improvement, implementation -

of mtegrated systems and compllance w1th established standards rests wrth the Chref Financial Officer of each
agency. - .

The financial management systems in the Federal govemment must be desrgned to support the vision artrculatcd 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 integrity of mformatlon for
declsron-makmg and measurmg of performance This mcludes the ab1llty to: R

* collect accurate, tlmely, complete, rehable,, and consistent mformatlon, '
* provide for adequate agency management reporting; :

* support governmentwide and agency level policy decisions; - 5

* support the preparatron and execution of agency budgets, s

¢ facilitate the preparanon of ﬁnancral statements and other ﬁnancral reports in accordance with Federal
' accountlng and reportrng standards ' s ‘ . ,

. prov1de information to central agencres for budgetmg, analysrs and governmentw1de reportlng, mcludmg
consolidated financial statements; and . , »

* provide a complete audit trail to facilitate audrts

In support of this vision, the Federal government must establish governmentwide financial management systems

and compatible agency systems, with standardized information and electronic data exchange to support program :

delivery, safeguard assets, and manage taxpayer dollars
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Core Financial System Requirements

It is critical that financial management system plans support the‘agency’s mission and:programs, including planned
changes to them, and that the financial management systems plans are incorporated into the agency’s plans for
information technology infrastructure and information systems as'a whole, Further; system design: efforts should
include an analysis of how system 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. processmg needs and redes1gmng processes procedures and

* policies are essential steps to meetmg user needs.: i , , SRR

Integratéd Financiaf *Mmagement’systems“ |

Financial management systems must be designed with effectrve and efﬁc1ent mterrelatlonshlps between software
hardware, personnel, procedures, controls, and data contained within the systems. To be integrated, financial
management systems must have (i) standard data class:ﬁcatlons (deﬁmtlon and formats) established and-used for
recording financial events; (ii) common processes used: for: processmg similar kinds of transactions; (iii) ‘internal -,
controls over data entry, transaction processing, and reportmg apphed cons1stently, and (1v) a system desrgn that
eliminates unnecessary duphcaﬁon of transaction entry Co o IR I S

The financial management systems pohcy stated in OMB Ctrcular A 127 requrres that each agency estabhsh and
maintain a single, integrated financial management system. Without a single; integrated financial management
system to ensure timely and accurate financial data, poor policy decisions are more likely due to inaccurateor: . -
untimely 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 bé directed’ toward the
collection of information rather than to delivery of the intended programs; and modifications to financial -
management systems necessary to keep pace with rapidly changing user requirements cannot be coordinated and ;
managed properly. The basic requirements for a single, integrated ﬁnanc1al management system are outhned in
Section 7 of OMB Circular A-127. c

Having a single, mtegrated financial management system does not necessanly mean hav1ng only one software
application for each agency covering all financial management system riceds. Rather, a single, integrated financial
management system is a unified set of financial systems and the financial portions of ‘mixed systems encompassing
the software, hardware, personnel, processes (manual and automated), procedures, controls, and data necessary to
carry out ﬁnanc1a1 management functions, manage financial operations of the agency, and report on the agency’s
financial status to central agencies, Congress and the public. Unified means that the systems are planned for and
managed together, operated in an integrated. fashion, and linked together electronically in an efficient and effective
manner to provide agencyw1de financial system support necessary to. carry out the agency’s mission and support the
agency’s financial management needs. S

Integration means that the user is able to have one view into the system such that, at whatever level the md1v1dual is
using the system, he or she can get to the information needed eﬂicrently and effectively through electronic means.
However, it does not mean that all information is physically located in the same database. Interfaces, where 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 payrc ayments are made, may be acceptable as long as
the supporting detail is maintained and accessible: In'such cases, interface linkages muist be electronic unless the
number of transactions is so small that it is not cost-beneficial to automate the interface. Easy and timely
reconciliations between systems, where mterface hnkages are approprlate must be maintained to ensure accuracy of

the data.
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To develop any mtegrated mformallon system, itis cntlcal that the senior systems analysts and systems accountants’ 1dennfy

. thescopeoftheﬁmcuons tobesupported (processes), e R S I AR L
* how data quality will be assured (data stewardship), = . S wiat i e S -
» the information to be processed-(management information), -~ .- e il EIR -

-+ how systems fit together to. support the functions (systems archltecture), and RS P S
* safeguards needed to ensure the integrity of operations and data (internal control) N J

All of these pieces must be brought together in a model such as the one shown in Hllustration 2. These pieces must
work together to form an effective integrated information system. A change to any part.of the model will requn'e

determination of the implications on other parts of the model. For example, a new reportmg rcqunement may i
require changes throughout the entire model.. ,

el
PR RN

Agency Fmanc1al Management Systems Arch1tecture .

Agency ﬁnancxal management systems are mformanon systems wh1ch track ﬁnancml events and summarize
information to support the mission of an agency, provide for adequaté management reporting, support agency level
“policy decisions necessary to carry out fiduciary- respomlbxhtles, and support the preparation of auditable financial -
statements. ‘Agency financial management systems fall into four categories: Core financial systerns, other financial -
and mixed:systems (including iriventory systems), shared systems; and departmental executive information systems-
(systems to provide management information to all levels of managers). -These systems must be linked together
electronically to be effective and efficient.. Summary data transférs must-be provided from agency systems to' central
systems to permit summaries:of’ management mformanon and agency ﬁnanc1a1 performance mformanon ona:
governmentvwdebasxs LRINEL LT S e SRED L T
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Integrated Model for
Federal Informatlon Systems

Processes

Systems -
Archltecture ‘

Manag'e»meht_ |
- Information

Iﬁvternal Control |

llustration 2



Core: Financial System Requirements.

Subject to governmentwide policies, the phys1ca1 conﬁgurauon of financial management systems; including issues
of centralized or decentralized activities, processing routines, data, and organizations, is best left to the
determination of the agency to. dec1de the optlmal maniier in which to support the - agency mission.

The physmal de81gn of the system, however should cons1der the agency’s orgamzatlonal phﬂosophy, the techmcal |
capabilities available, and: the most appropnate manner to achieve the necessary smgle, mtegrated financial. .
management system for the agency. - 3 e P : :

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

eaecd
i i

Core Fmancnal System v.

As shown in Illustranon 3, the Core ﬁnanc1al system isan mtegral part of an agency’s smgle mtegrated ﬁnanc1al
management system: It controls and: ‘supports the key functions of an agency’s financial management,. including
general ledger management, funds management, payment management, receipt management, cost management,
and reporting. The Core financial system receives data from all other financial and mixed systems and.from direct.
user mput, and it prov1des data and supports processmg for those systems that need it.

Pmanc1al management system development and lmplementatwn efforthshall seek cost effechve and efﬁc1ent b
solutions as required by OMB Circular A:130, “Management of Féderal Information Resources.” Agenc1es are .-
required to use “COTS software to reduce costs, improve the efficiency and effectiveness of financial system -,
improvement projects, and reduce the risks inherent i in developing and nnplementmg a new system; however, as .
stated previously, the agency has the ultimate responsibility for implementing sound financial management practlces
and systems, and cannot depend on a vendor or contractor to do this for them. - : : :

Agency Syste.ms Arcmt_ecture
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Core Financial System Requirements.

Agency Systems Architecture v o e e s e e o

The General Services Administration (GSA) maintains the Financial Management System Software (FMSS) . -
Multiple Award Schedule for vendors providing acceptable software which meets these Core financial system - -
requirements.” Currently, through Fiscal Year 1999, agencies acquiring softwaré to mieet Core financial system
requirements must use the FMSS schedule unless a waiver is granted vunder the Federal Information Resource- =
Management Regulations (FIRMR). However, starting October 1, 1999, a new schedule and process will be'in -
place. - S o . . R P

During Fiscal Year 1999, JFMIP will establish a Program Management Office (PMO) that will be responsiblé for 2

* Update and communicate financial management system requirements so that COTS software vendors can
‘understand better the Federal market requirements - the update to this document is a first step in this
: function; and : L , R R
* test and certify software and create an open Knowledgebase, with information available on the functional,
< design, and performance characteristics of certified Core financial management systems software. The '
availability of this “consumer report” to agencies should reduce acquisition costs and risks of implementing
- off-the-shelf products; they will have already been tested and certified as meeting JEMIP requirements and

- assessed in terms of their operational/design capability and performance;

Also, GSA will reengineer the current procurement schedule to support this new concept of operations. The main
aspect of the procurement reengineering will be to stréamline the procurement process by replacing the mandatory
schedule with a non-mandatory multiple award schedule (MAS) for certified products. ‘An aspect of the '
reengineering will be to separate out the testing/certification from the acquisition phase. Only that software which
has been certified as meeting Core finaricial management systems requirements will be availablé on the MAS. Part
of this effort would involve the PMO encouraging linkages with those other GSA schedules which include financial
management systems software - both Core and non-Core; to assist agencies to tap into a single source of
information. ' o ‘

i
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System'(lverview L
This chapter provrdes an overview of a Core ﬁnancral system The overview has the followmg sectlons

- financial system and descrrbes how Core financial systems interact with other systems..
* Data Requirements, wh1ch dlSCUSSCS the types of data needed to perform the various ﬁmctlons of a Core
ﬁnancml system. "~ ¢

Summary of Functions

The followmg is a brief description of the major functions of a Core ﬁna.ncml system " The Funcuonal

Requirements chapter provides a detailed description of each function, including the lower level processes w1thm
each function. Illustrahon 4 depicts the functlons within the Core ﬁnancml system.

Core Financial System:. *

" Payment -7 T Receipt:
Management - .. Management .

Genera‘lji__ed‘gér'
Management

Cost '

‘Funds
Management

- Management

' Réportiné :

IIIusttation 4

A single ﬁnanc1al event will require processing by more than one function within the Core ﬁnanc1al system The
Core Financial System Management function affects all financial event transaction processing because it maintains
reference tables used for editing and classifying data, controls transactions, and maintains security. Likewise, the
General Ledger Management function is involved either directly or mdlrectly with each financial event since all

transactions to record financial events must be posted to the general ledger either md1v1dually or in summary Any
transactions involved in budget execution will use the Funds Management functlon

An example of a financial event affecting multiple functions is a payment mcludmg additional charges not
* previously recorded, such as interest costs due to late payment or additional shipping charges allowed by the
contract. This transaction would originate in the Payment Management function, be edited for funds availability
and update balances in the Funds Management function for the excess costs and to move the undelivered order

amount to an expenditure status, update cost amounts controlled by the Cost Management function, update the

Core Financial System Reguiremehts'-

* Summary of Functrons wluch presents a high-level dCSCI‘lPthIl of the ﬁmcnons supported by the Core
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Core Financial System Requiremerts

general ledger balances in the Gehcral Lcdgc'r Management function, and be edited against reference dataand |
update audit trails in the Core Financial System Management function. =~ ‘ o

Core Financial System Jmmugemmt .

The Core Financial System Management function consists of the processes necessary to maintain system processing
rules consistent with established financial management policy. This function sets the framework in which all other
Core financial system functions operate. The Core Financial System Management function consists of the. -
following processes: ' - '

* Accounting Classification Structure Management
* Standard General Ledger

* Transaction Control

* Archiving and Purging

Other procqssés, such as application security and other mtemal controls, needed to support general requirements
which apply to all financial management systems also fall under this function.

General Ledger Management

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 fund structure and individual general ledger
accounts established in the Core Financial System Management function. Depending on the agency’s reporting
requirements, some or all general ledger accounts may have balances broken out by additional elements of the
accounting classification structure. All transactions to record financial events must post, either individually or in
summary, to the general ledger, regardless of the origin of the transaction. ' SR

The general ledger is supported by subsidiary ledgers at various levels of detail. These subsidiary ledgers may be
maintained within the Core financial system or in other systems:For example, detailed property records supporting
the equipment account in the general ledger might be maintained in a system devoted to controlling and
maintaining equipment. The payroll system might contain detailed employee pay records which support records of
expenditure by object class and organization in the Core financial system, which in turn provide partial support for
expenditure and expense accounts in the general ledger. - -

The General Ledger Management function consists of the folloWing processes:

* General Ledger Posting
¢ Accruals, Closing, and Consolidation
* General Ledger Analysis and Reconciliation

Funds Management.
Each agency of the Federal government is respons1blcforcstab11shmg a sysftcmforexfsunhgthat it ddes tlot’ "
obligate or disburse funds in excess of those appropriated and/or authorized. The Funds Management function of
the Core financial system is an agency’s primary tool for carrying out this responsibility. ' I
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Core Financial System Requirements.

OMB Circular A-34, “Instructions on Budget Execution,” and, to a lesser extent, OMB Circular A- 11, .. ..
“Preparation and Submission of Budget Estimates,” set governmcnt-widc policy for funds management with which
the Core financial system must conform. In addition to supporting the government-wide policies; the Funds
Management function must support agency policies on internal funds allocatlon methods and controls. -

An agency may have many other systems in addition to the Core financial system that affect funds management.
For example, procurement and travel systems prepare documents that commit and obligate funds. These and other
systems that affect funds availability should access data and use processes of the Core financial system to verify that
funds are available and to update balances. When possible and cost-effective, these systems should access the funds
availability editing activity before allowing an obligation to be mcurred such as a contract being 31gncd In some .
cases, such as payroll th1s may not be practical.

The Funds Management function consists of tt;e following Pr(?cé_ssé's:
* Budget Execution

* Funds Allocation
3 Funds Control

Payment Management

The Payment Management function should provide apnropriate control over all payments made by or on behalf of

an agency. Agencies make payments to vendors in accordance with contracts; to state governments under a variety

" of programs; to employees for salaries and expense reimbursements; to other Federal agencies for reimbursable
work performed; to individual citizens receiving Federal bcncﬁts to rec1plents of Federal loans; and for many other
reasons: ; : : : e

OMB Circular A-125 spcc1ﬁcs govcrnmcnt pohcy for payments madc to vcndors agamst contracts, statmg, in part,
that agencies must make payments on time, pay interest penalties when payments are late, and take discounts only
when payments are made on or before the discount date. The Cash Management Improvemcnt Act (CMIA)
specifies requirements for payments made to states. ‘Regulations implementing CMIA aré at 31 CFR Part 205
Other regulations affect payments made for travel; payroll, bencﬁts and other purposes. ~ .

Depending on an agency’s system architecture, specific activities performed relating to payments may be supported
by other systems which provide summary data to the Core financial system for control and management purposes.
For example, payroll systems usually trigger the actual disbursement process to pay employees through direct
deposit or by check and send only the expense and disbursement information to the Core financial system for -
recording by the general ledger, funds control, and cost accumulation processes. Likewise, large loan and grant

programs might be supported by systems that maintain their own detailed information on payees and payments and.

send summary data to the Core financial system. If this situation exists, these other systems must meet the
requirements listed here for payment management.

Other systems may also support activities which lead up to the paymcnt stage, such as rccordmg obhgatlons and
expenditures andv;establishing payables, but depend n the Core-financial systen nt
process I 1tsclf F‘ )i e;iajmpl a'travél systcm m1ght \ ate"thc amount to be paid on,a tra }
transactions to the Core finaricial systcm to record the expenses and'a payablc to the traveler. The Core fmanc1al
system would then take over to schedule the payment for disbursement and confirm that it occurred

11




Core Financial System Requirements

The Payment Management function consists of the following processes:

* Payee Information Maintenance
 Payment Warehousing

* Payment Execution

* Payment Confirmation and Follow-up

Receipt Management

The Receipt Management function supports activities associated with recording agency cash receipts, mcludmg

servicing and collecting receivables. Receivables are established to account for amounts due from others as the

result of performance of services by the agency, delivery of goods sold, the passage of time (e.g., interest earned),

loans made to others which must be repaid, or other actions. Some receipts may be collected without the prior
" establishment of a receivable, as in the case of goods sold for cash.

A receivable is recognized when the agency establishes a claim to cash or other assets against other entities, either
based on goods or services provided or on legal provisions, such as a payment due date (e.g., taxes not received by
the date they are due). If the exact amount is unknown, a reasonable estimate is made. Receivables are accounted
for as assets until funds are collected, converted into other resources, or determined to be uncollectible in whole or
in part.

Depending on an agency’s system architecture, servicing and collection activities for some receivables may be
supported by other systems which provide data to the Core financial system.  This would be particularly

appropriate for receivables resulting from large programs with complex supporting data requirements, such as loan

programs, grant programs, or fee-for-service programs. Servicing and collection for receivables with simpler
requirements for supporting data, such as those resulting from erroneous payments, may be supported directly by
~ the Core ﬁmncml system with no support by other systems.

The Receipt Management function includes recording, billing; monitoring, and collectmg amounts due the
government whether previously established as a receivable or not. These activities must be supported by aging
schedules, exception reports, and reports used to. monitor due diligence efforts.
The Receipt Management function consists of the following processes:

* Receivable Establishment

* Receivable Management
+ Collections

Cost Management

The Cost Management function of the Core financial system attempts to measure the total cost of performing an

activity. This is essential for providing accurate program management i information, performance measures, and

financial statements w1th vcnﬁable disclosure of the cost of activities. The term cost refers to the ﬁnancml
measurement of résources used in accomphshmg a specific purpose, ‘such'as pcrformmg a scrlvme carrymg outan
activity, acquiring an asset, or completing a unit of work or a specific project. The level of soph1st1cat10n of the
Cost Management function is dependent on the operational nature (appropriation only, appropriation with
reimbursable authority, revolving fund), the programs involved, and the requirements of the agency. In most
instances, in an environment where the primary mission is to produce a product for sale, the costing function
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Gore Financial System Requirements

necessary for product costing is done in systems subsidiary to and integrated with the Core Financial System. -
However, in any Core system, there are certain basic functions that must be present.

The Cost Management function consists of the followihg processes:

¢ Cost Recognition

* Cost Accumulation

* Cost Distribution

* Working Capital and Rcvolvmg Fund

Once costs have been recognized, the system accumulates costs in accordance with agency requirements, then
provides for the distribution of costs to cost objects.

Reporting

The Core financial system must be able to provide financial information in a timely and useful fashion to (1)
support management’s fiduciary role; (2) support budget formulation and execution functions; (3) support fiscal
management of program delivery and program decision making; (4) support internal and external reporting
requirements, including, as necessary, the requirements for financial statements prepared in accordance with the
form and content prescribed by OMB, reporting requirements prescribed by Treasury, and legal, regulatory and
other special management requirements of the agency; and (5) monitor the financial management system.

Information maintained by the Core financial system must bc provided in a variety of formats to users according to
their needs. Methods of providing information include on-line inquiries, extract data files, and hard-copy reports.
These requirements could be satisfied by (1) application software that is part of the Core ﬁnancml system, (2)
generalized reporting/inquiry software that works with a variety of applications, or (3) a combination of both, the
most likely case.

The Reporting function consists of the following processes:

* Access to Information
* Financial Reporting
* System Monitoring

Data Requirements

The Core financial system stores, accesses and updates several types of data. In this document, a grouping of
related types of data is referred to as an “information store.” The term “information store” is used rather than
“database” or “file” 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 implementation based upon agency statutory requirements, technical environment, processmg volumes,
organizational structure, and degrec of system centralization or decentrahzahon

The information stores deﬁned here are logical groupings of data. Some of this data may be derived from
summarizing more detailed data and, as a result, may not be stored in a permanent, physical form in some systems.
In other cases, implementation of a singlc information store may involve several record types or files. As stated
above, the physical storage characteristics are considered part of the specific system implementation strategy, which
is outside the scope of this document. '
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The information stores used by the Core ﬁnancml system areas follows

General Ledger. This refers to data summarized to the level of a trla.l balance for each ﬁlnd by ﬁscal year, mcludes
control totals for all general ledger accounts. :

Funds Awvailability. This refers to data supporting the funds allocation and funds control processes; tracks -
budgetary resources and usages (such as, but not limited to, allotments, commitments, undelivered orders, and

expenditures) at the various levels within the accounting classification structure that an agency wishes to control its
funds. , : : .

Operating Data. This refers to subsidiary ledger supporting data for general ledger accounts tracked at the lowest
level of the accountmg classification structure; typically used for cost data, detailed funds reportlng and similar
purposes which require data by organization, program, etc.; may be used to support some or all general ledger
accounts, depending on an agency’s internal management and reporting needs.

Documents. This refers to balances and descriptive data of individual documents, such as reqmsmons purchase
orders, contracts, vouchers, billings, advances, and the hke ‘ :

Posted Transactlons This refers to data from financial transactlons that have been processed accepted and posted
to the system; used to provide an audit trail of financial transactions.

Suspended Transactions. This refers to data from financial transactions that have been placed ina suspended
status, not posted to the other information stores, due to errors in the data or due to the timing of the processing
cycle for them, such as holding for overnight processmg

Loggmg Data. This refers to data used for audit trails to record act1v1ty in the system other than ﬁnanc1al
transactions, such as table changes.

Reference Data. Thls refers to data used to conu‘ol actions of the system, deﬁne codes and descnptlve titles, etc.,
such as accounting classification structure code tables, general ledger account definitions, transaction deﬁmtlons
and security control tables. : :

External Entities. This refers to data concerning other entities the agency deals with, such as payees and.
customers, including name, address, taxpayer identification number, banking information, or other appropnate data
dependmg on the function assoc1ated with the entity.

14
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Functional Requirements

The Functlonal Requlremems chapter identifies the governmenthde reqmrements for a Core financial system to
support the fundamental financial functions of a Federal agency The ma)or functions supported by a Core financial
system are: -

Core Financial System Management
General Ledger Management,
Funds Management -
Payment Management
. Receipt Management
~ Cost Management
: Reportmg

These. functtons together prov1de the basic mformatlon and control needed to carry out ﬁnancml management :
functions, manage the financial operations of an agency, and report on the agency’s financial status to central
agencies, Congress, and the public, mcludmg data needed to prepare the four principal ﬁnancxal staternents for
Federal agencies..

Core Fmanclal System Management Functron

The Core Financial System Management function consists of the processcs necessary to maintain system processing
rules consistent with established accounting policy. This function sets the framework in which all other Core.
financial system functions operate. The Core Financial System Management function consists of the followmg
processes:

* Accounting Classrﬁcatlon Structure Management
* Standard General Ledger ‘

* Transaction Control

* Archiving and Purging

Other processes needed to support general requirements which apply to all financial management systems also fall
under this function. These processes include apphcatlon secunty and other mternal controls

Within each department or agency, ‘the accounting class1ﬁcat10n structure, standard general ledger and subs1d1ary
account structure, and definitions must be standardized to ensure consistency, uniformity; and efficiency.in
accounting treatment, classification, and reporting. -Furthermore, the procedures for capturing, classifying,

communicating, processing, and storing data and transactions must be uniform (or translatable among the various
subsystems or system components as necessary).

Accmmtmg Clusstﬁcutwn Stmctzm: ]Vfunagemmt Process e e j S
The Accountmg Classrﬁcauon Structure Management process provrdes a consrstent bas1s for

. Consohdaﬁng governmentwide financial mformatlon
* Integrating planning, budgeting, and accounting.
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Core Financial System Requirements

* Capturing data at the lowest level of detail-at the point of data entry- throughout the agency in a manner that
~ ensures that when data is rolled up to the level that is standardized, it is consistent at the standardized level, -
. Comparmg and comblmng smular programs across agencres and calculatlng overall program rcsults '

OMB Circular A-127 requires financial management systems to reflect an agency-w1de financial mformatlon C
classification structure that is consistent with the U.S. Government Standard General Ledger (SGL), provides for
tracking of specific program expenditures, and covers financial and financially related information. F inancial
management system desrgns shall support agency budget, accounting, and financial management reportmg
processes by providing consistent financial information for budget formulation, budget execution, programmatrc
and financial management, performance measurement, and financial statement preparatlon o

The accounting classification structure is a subset of the agency financial information classification structure, Wthh
also includes financially-related personnel information, performance measurement information, 'and other ﬁnancml
information needed by the agency. It provides the means for categorizing financial information along’ several
dimensions as needed to support financial management and reportmg functions. The data elements a particular

agency mcludes in'its accounting classification structure will depend in part on the unplementahon strategy for the

SGL (e.g., use of sub-accounts versus data elements), data aggregation requuements for preparation of financial -
statements under the CFOs Act, appropnahon structure and internal repomng and management needs of the

agency.
To support the Accounting Class:ﬁcatlon Structure Managemcnt process, the Core financial system must

* Provide the capability to classify accounting transactions by the followmg structures: fund program,
- organization, project, activity, cost center, object class, and any other data elements nccded to meet the data
classification and/or reporting needs of the agency. This will include relating Federal Account Symbols and.
‘Titles (FAST) stryctures established by Treasury in the systern’s fund structure for reportmg purposes.

* Achieve consistency in budget and accounting classifications and synchromzatlon between those
classifications and the organizational structure. Consistency will include maintaining data relationships
between budget formulation account code classifications (budget accounts published in the President’s
budget), budget execution and accounting classifications (appropriation fund symbols published in the
Treasury annual report appendix and other Treasury publications), and the agency’s organizational structure
(the groups and/or individuals who have responsibility for the account coding classifications). '

- *» Provide a fund structure that defines each entity for which separate accounting and reporting are needed to
meet legal and assigned I’CSPOIISlblllthS and reporting requirements. This structure should provide for ;
identification of appropriation or fund accounts established by OMB and Treasury through the budget
process, receipt accounts, credit program and financing accounts, deposit funds, clearing accounts, and other

-accounts as may be deemed necessary. The fund structure must prov1de for addltlonal detail below the
appropriation level to support fiscal year accounttng, approprlatlon sub-accounts used for reportmg to
- Treasury, and financial statement preparation.. . : ’

' Differentiate between the type of budgeting, accountmg, and reportlng treatments to be used for each ﬁmd
(e.g., annual appropriation, multiyear appropriation, no-year appropriation, revolving fund, trust fund, -

receipt account). The account classification structure will provide additional fund.structure mformatlon that ;‘
- “supports the detailed accounting and reporting needed to fulfill legal requirements, reporting Fequirements; .

and assigned responsibilities. At a minimum, these characteristics must be supported: fund type, e.g., general
fund, deposit fund, trust fund, revolving fund; default budget enforcement act, borrowing source, and OMB
function des1gnat10ns budget status, e.g., on budget off budget, or financing account; and the ﬁscal year
designation, e.g., annual, multiyear, or no-year obhgatJon authorrty : :
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Core Financial System Requirements..

* Provide a program structure VVlth sufficient levels of detail to-allow reportmg for all categones on Wluch
budgetary decisions are made, whether legally binding, as in appropriation limitations, or in the nature of
policy guidance, as in Pres1dent|al pass-backs, congressional markup tables, or mternal agency decisions. The
account classification structure must also support additional detail needed to meet both external | reporung
requrrements to OMB and Treasury and agency-specific requlrements ,

* Provide the capablllty to track an organization structure based on responsrblllty ass1gnments such as offices,
divisions, and branches. Include the ability to tie responsible organizational units to-programs and projects. -

. Identlfy Agency Location Codes and appropriation fund symbols for all transactions and reports involving -
Treasury disbursing centers, such as SF 224 “Statement of Cash Transactlons » SF-215 “Depos1t Tlcket, and
SE-5515 “Deblt Voucher.”: - 8

* Provide a pro]ect structure that is mdependent of the other class1ﬁcatlon structures to allow multlple 4
"orgamzatlons programs; and fundmg soures to be:associated with-a pro]ect 3 S

* Provide an ob]ect class structure consistent with the standard ob]ect class codes contained i OMB C1rcular
A-11, Preparation and Submission of Budget Estimates. This structure must also accommodate additional
levels (higher and/or lower) needed to support agency management reporting and control needs. o

» Provide a revenue source code structure to identify and classify types of revenue and recelpts received by an
agency so that they are represented properly on the agency’s ﬁnanc1al statements.

. ‘Support other classrﬁcatlon structure elements necessary t6 meet agency management reportmg and control )
needs. .

s, Derive the expanded accountrng classxﬂcatron structure from abbrewated user mput $O that user. mput is
- minimized, data entry is made easier, and errors are reduced. Examples of methods include entering. .
“shorthand codes” usmg a keyboard funct10n to look up additional elements, “clicking” on entriesina

“lookup table” or “pop-up menu,” and scanmng a bar code.

* Provide ﬂex1b1hty to process additions, deletions, and changes to accountmg classification structure codes
without extensive program or system changes Table driven systems, where frequently changed information
is kept in tables separate from program logic and under a system admrmstrator’s control, and data base
management systems are two examples of ways to provide such ﬂe)nblhty L

* Provide the ability to account for budgetary resources at a lower level in the accountmg claSSJﬁcatlon ‘
structure than they are budgeted and controlled. :

The US ‘Sttmdtwd General Ledgér Process

The Standard General Ledger process estabhshes the general ledger account structure for the agency in accordance
with the U.S. Government Standard General Ledger (SGL) and the transaction edit and posting rules to record
financial events. The prescribed basis for Federal agency accounting is the accrual basis (31 U.S.C. 3512(¢)). The
SGL account and transaction definitions and the form and content requirements for ﬁnanc1al statements were
developed consistent with thlS concept.

The Standard. General Ledger process consists of two acuvmes Account Definition: and Transactton Deﬁmuon

Account Deﬁmtlon OMSB Circular A-127 requires implementation of the SGL at the transactlon level "The SGL
is described in a supplement to the Treasury Financial Manual, which includes the chart of accounts, account
descriptions and postings, accounting transactions, suggested data elements/subaccounts, and crosswalks to
standard external reports. Each agency must irnplement a chart of accounts that is consistent with the SGL and
meets the agency’s information needs.
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To support the Account Deﬁmtlon act1v1ty, the Core ﬁnancml system must:

Use a chart of accounts cons1stent with the basic numberrng structure provrded in the U.S. SGL Any
expansion to the numbermg system must roll up to the accounts provrded in the U.S. SGL.

Incorporate both proprictary and budgetary accounts 1n the system, : and mamtam the relatronshrps between

accounts as described in the U.S. SGL.
Use account titles consistent with the account tltles prov1ded in the u. s. SGL i
Provide subsidiary ledger support for U.S. SGL accounts. Support may be as detailed as the agency deems

- *-appropriate for asset protection; management information,and fund accounting. The system must also
- provide for the reconciliation of U.S. SGL control accounts to their: respectrve subs1d1ary records by

‘accounting PCI'IOd

Support an account structure for multlple approprlatlons ( mcludmg recerpt accounts) or funds and multlple

fiscal years within the approprratlons mcludmg annual, multlyear and no-year approprratlons

Support use of standard transaction identification numbers from U. . SGL

Provide the capabrhty to create additional sub-accounts to the U.S. SGL for agency spec:ﬁc trackmg and
control. These sub-accounts Wlll summarize to the U.S. SGL sub-accounts

Transaction Definition. The Transacnon Deﬁmtlon activity defmes the ed1t1ng and postmg rules for transactions
in the Core financial system. OMB Circular A-127 requires common processes to be used for | processmg similar
kinds of transactions throughout an integrated financial management system to enable transactions to be reported
in a consistent manner. It also requires financial events to be recorded: applymg the requirements of the SGL at the
transaction level. Many of the SGL accountrng transaction descrlptlons requlre a single accounting'event to update
multiple budgetary and proprietary accounts. IR Fle e s |

To support the Transaction Definition activity, the Core financial system must:

Use standardized transactions 1dent1f1ed by reference codes to control transaction editing, poshng to the

-appropriate U.S. SGL accounts, and updatmg of other mformanon mamtamed in the system, such as.

document balances and avallable funding.

Allow standardized n'ansactlons mcludmg system-generated transactlons to be estabhshed modxﬁed or
deleted by authorized personnel Provide for traceability of changes.

Update both budgetary and proprietary accounts based on a srngle input transactlon }
- Generate and post compound U.S. SGL deb1t and credit entnes ( at least four palrs) to the U S SGL from a.

single transaction reference code.

Process system-generated transactions, such as automated accruals, closing entries, cost assignment
transactions , recurring payments, and transactions that generate other transactions in those cases wherea
srngle transaction is not sufficient.

- Automatically hqurdate partially or in full document balances through des1gnated transaction codes. Th1s

-~ capability will-be used i the liquidation: of commitments; undelivered orders; payables; receivablesyor other?

items, as approprrate

Provide the capability to add modrfy, and mamtam ed1t1ng and postmg rules through systems tables
controlled by authorized personnel
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. Perform integrity. checks on batches received via interfaces. Checks should include a batch number to'detect
duplicate or skipped batches, and vahdrty of header and traller records to ensure counts and amount in trailer
agree with records in the | batch e e TR o W

¢ Provide the capabrhty to automatlcally generate pro forma t transactlons w1thout requlrmg the user to enter
specrﬁc transactron codes and assocrated U S. SGL accounts: S :

Tmmw:twn Contml Process

In addrtron to recordlng transactions orrgmally entered into thc Core ﬁnancral system, the Core ﬁnancral system
must be able to process transactions originating in other systems, recording and keeping track of such transactions
and related information, in order to provrde the basis for central financial control, The Transactron Control process'
requrremcnts are grouped under two actrvmes Audrt Trarls and Transactron Processmg ‘

Audrt Tralls. Adequate audrt tralls are crmcal to prov1d1ng support for transactrons and balances malntarned by
the Core financial system. While audit trails are essential to auditors and system evaludtors, they are also: necessary
for day-to-day operation of the system. For example, they allow for the detection and systematic correction of -
errors that arise.

PPN

To support this activity, the Core financial system must: -

* Provide audit tralls to trace transactrons from source, documents ongmal mput other systems _ ‘
system-generated transactions, and internal assrgnment transactions through the system Provrde transacuon
- details to support account balances : :

. Provrde audit tralls to trace source documents and transactlons through successrve levels of summarrzatron to
the ﬁnancral statements and the rcverse :

« Provide audit trails to 1dent1fy changes madc to system parameters and tables that would affect the processrng
or reprocessing of any financial transactions. .

* Select items for review based on user-deﬁned criteria by type of transaction. Examples of feasons to select
items are payment certification and financial statement audits.

. Prov1de aud1t trails that identify’ document mput, change approval and deletrons by orlgmator

Transactlon Processing. The Transaction Processmg act1v1ty must ensure that all transactions are handled
consistently, regardless of their point of origin. It also must erisure that transactions are controlled properly to °
provide reasonable assurance that the recording, processing, and reporting of financial data are properly performed
and that the completeness and accuracy of authorized transactions are ensured. - -

To support this activity, the Core ﬁnanclal system must:
* Post to the current and | prior months concurrently until month-end closing; mamtam and provide on-line

queries and reports on balances separately for the current and prior months. Ata rmmmum balances must be
mamtalned on-line for both the current and‘ pnortmonths _untll prror month closmg L

. At year’s end post to the current year by month, as well as to the prror year, regardless of when year-end
closing occurs. For example, a user should be able to post to the previous fiscal year, while also posting
transactions to.the current year. Balances must be maintained and accessible through on-line queries for both
the current and prior fiscal years until year-end closrng Edits, processmg routlnes and postmg logrc must be
the same for on-line and batch processing of transactlons
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Gore Financial System-Requirements - |

* Provide control over the processing and reprocessing of all.erroneous transactions through the use of error
file(s) and/or suspense accounts. Erroneous transactions must be maintained and tracked until e1ther
corrected and posted or deleted at the specific request of an authorized user. :

« Provide standard record format(s) for interface of transactions from other systems 0 the Core ﬁnanc1a1
system and sub]ect all transactions from interfacing systems to the Core financial system edits, Vahdatlons
and error correction procedures. Erroneous transactions must be maintained and tracked until either
corrected and posted or deleted by an authorized user.

each mode

. Support sunultaneous data entry/access by multlple users in a Vanety of access s modes. The number of

?
|
|
1
_* Support both batch and real tlme on-hne data entry and use the same ed1t and update rules as appropnate for |
. ]
L ; : |
simultaneous users reqtured to be supported by t the system w1]1 be spemﬁed in the purchasmg agency contract é

* Establish management controls to ensure that transactions are processed in accordance with government and
agency-prescribed standards and procedures the. mtegnty of data in the system is maintained, and access 1s
restricted to authorized users. e

~» Provide transaction edits that control, at a minimum, fund avallablhty, account structure and tolerance levels
between related transactions. :

* Provide controls to prevent the Creation of duplicate transactions.

* User entry and query screens must support validation of codes entered on the screen and assrst users in
determining correct codes if an invalid code is entered Prov1de for mquu'y by the'user to venfy valid codes
“during the data entry process. :

* Provide the capability to enter and warchouse any transactions in the current month for processmg in the
“  subsequent month. Such transactions would involve Recurring Transactions, and Pre-dated Purchase Orders.

* Provide the ability to track intra-governmental transactions and balances related to other Federal agenc1es.

Avchiving and Purging Process

The Arch.lvmg and Purging process supports data management for the Core financial system. It removes data

which is no longer needed for immediate access from the system data stores used for i inquiry and reporting on

~ current information. Archiving moves data to a storage medium that has a longer access time, for example, from
disk to tape.. Purging deletes data altogether. Archiving and purging criteria should be ]omtly agreed to by the '

system administrator and users to balance user needs with resource limitations. :

To support the Archiving and Purging process, the Core ﬁnancial system must:

* Archive transactions and related information needed for audit trails in a format accessible by audit software.

* Allow closed documents to be reopened Documents should be reopened at the document control level with
all associated transaction hlstory Prior month’s control totals and balances w1ll not be aﬂ'ected by a reopened
document. : L : e

. »Provrde the authorlzed system admlmsn'ator the ﬂe)ubxhty to determme the records to. be e1ther Yarchlved or .
purged Of those documents that meet the criteria allow- for selectlve action. Prov1de the capabrhty to
estabhsh and maintain user deﬁned archlval cr1ter1a

* Retain system records i in; accordance with Federal regulanons estabhshed by t the Natlonal Archlves and ;
Records Administration (NARA), GAO, and others. Prevent the purgmg of archived transactions pnor to !
the proper period in accordance with regulattons governing the retention of documents and transactions.
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General Ledger Management Function

General Ledger Management is the central function of the Core financial system. The general ledger is the thhest
level of summarization and must maintain account balances by the fund structure and individual general ledger
accounts established in the Core Financial System Management function. Depending on the agency’s reporting
requirements, some or all general ledger accounts may have balances broken out by additional elements of the

- accounting classification structure. :

The general ledger is supported by subsidiary ledgers at various levéls of detail. These subsidiary ledgers may be
maintained within the Core financial system or in other systems. For example, detailed property records supporting
the equipment account in the general ledger might be maintained in a system devoted to controlling and -
maintaining equipment. The payroll system might contain detailed employee pay records which support ‘records of
expenditure by object class and organization in the Core financial system, ‘which in turn provide. partlal support for
expendlture and expense accounts in the general ledger ' ‘ , L

All transactions to record financial events must post either mdl\udually or in summary, to the general ledger
regardless of the origin of the transaction. Posting of transactions whose initial point of entry is the Core financial
system would normally be expected to occur for each transaction individually. Posting of transactions originated in
other systems may occur either for individual transactions or for summarized transactions as long as an adequate
audit trail is maintained. The Core financial system is not expected to maintain duphcates of every transaction
occurring in other systems. For example, rather than posting every payroll transaction for every employee
summary transactions by organization could be passed to the Core ﬁnanc1al system for posting.

The General Ledger Management function consists of the following processes

' General Ledger Posting =
* Accruals, Closing, and Consohdauon ‘
' General Ledger Analysis and Reeonerhation _

General Ledger Posfing Process

This process records financial transactions in the general ledger using double- -entry.accounting. The posting rules -
that spec1fy which accounts to debit and credit for each transaction are defined in the Standard General Ledger
process of the Core ﬁna.ncral system management function. : :

To support the General Ledger Posting process, the Core financial system must:

* Post transactions to the U.S. SGL in accordance with the transaction deﬁmtlons established by the Core
financial system management function. :

« Maintain historical data to produce comparatrve financial reports for management use.

: Apcmals, Closing and Consolidation Process

This process creates accrual transactions and closmg entries needed at the end of a period (month or year) for
reporting purposes. It also controls and executes period-end system processes needed by the system to open a new
reporting period, such as rolling forward account balances. This process supports the preparation of consolidated
fmanc1al statements by identifying information needed in that process. .




Core Financial System Requirements

To support the Accruals, Closing, and Consolidation process, the Core financial system must: oo J
* Provide for automated month-and year-end closmg of U.S. SGL accounts and rollover of the U. S SGL. . ;
account balances. Allow selected transactions; i.e. , adjustments, to be processed .. e !

* Provide the capability for multiple prelumnary year-end closings before final year-end closmg, whnle . l
maintaining the capability to post current period data. Postlng of current perlod data will not be affected by ‘
this process. '

v

l

.. éAutomatlcally generate selected recurring a accrual entries and. reversals in the next fiscal period. =~ N |

* Allow for accruals of contracts of other 1tems that cross fiscal years. l
8 ‘ASelectlvely generate requrred transachons as needed by the year-end closmg procedures

' “"’»Separately identify ; amounts ‘that would be elnmnated when preparmg mtra agency and mteragency SRR :
consolidations. ‘ AR i

. Prepare trial balances and other supportlng mformanon needed for external reports and ﬁnancml statements,.;
: mcludmg consohdated statements. ‘ ‘ : ’

‘e Maintain, track; and control multiple pre-ﬁnal closmgs to support incremental ad]ustments and closmg

» Provide for a year-end rollover of all system tables into the new fiscal year, under the conitrol of an authonzed

system administrator. r a : T
* Provide the capabrhty to process, track, and control pnor ﬁscal year ad]ustment transactions.’

General Ledger Analysis and Reconcilintion Process

This process supports the control functions of the General Ledger. The Core financial'system prov1des information
for accountants to use in determmmg that amounts posted to general ledger control accounts agree with more .
detailed subsidiary accounts and in reconciling system balances with reports from Treasury and other agencies. As
internal controls improve and system integration increases, the likelihood of out-of-balance conditions decreases;
however, the possrbrhty w1ll always exist as a result of system farlures incorrect transaction definitions, etc.

To support the General Ledger Analysrs and Reconciliation process the Core ﬁnanc1al system must:

* Reporta comparison between amounts in other components of the Core ﬁnancml system and the related
control accounts in the U.S. SGL and annotate out-of-balance accounts on the report.

« Provide control accounts in the U.S. SGL to balance between the U.S. SGL and other systems such as
property and travel management,

* Provide mechamsms for authorized users to correct out-of balance conditions dlscovered dunng the
reconciliation process. Maintain an audit trail of any such corrections.

* Provide for reconciliation of all open accounting period (prior month, current month, prior fiscal year, and
' current ﬁscal year) balances to the1r I’CSPCCthC subsrd1anes through on-lme querres and reports
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Funds Management Function

Each agency of the Federal government is responsible for establishing a system for ensuring that it does not
obligate or disburse funds in excess of those appropriated and/or authorized.: The Funds Management: functlon of
the Core financial system is an agency’s primary tool for carrying out this responsrbrhty :

OMB Crrcular A 34 “Instructrons on Budget Executron, and toa lesser extent, OMB Crrcular A-ll “Preparatron
and Submission of Budget Estimates,” set government-wrde pohcy for funds management with Wh1ch the Core
financial system must conform. In addition to supporting the government-wide pohcres the Funds Management
function must support agency pohcres on internal funds allocation methods and controls . .

An agency may have many other systems 1n addmon to the Core. ﬁnancral system that affect funds management
For example, procurement and travel systems prepare documents that commit and obllgate funds. These and other
systems that'affect funds-availability should access data and use processes of the Core financial’ system to verify that
funds are available and to update balances. When-possible and cost-effective, these systems should access the funds
availability editing activity before allowing an obligation to be mcurred such as a contract berng srgned In some
cases, such as payroll this may not be practical. _ <

Ihe Funds Management functron consists of thefolloWing processes: N
* Budget Execution :

¢ Funds Allocation
* Funds Control

Budget Execution Process

The Budget EXCCllthIl functlon it the hrghest level of an Agency’s fund control and consists of processes where the
agency fund control systems will be fully supported by agency accounting systems. It also consists of processes -
needed to track-an Agency’s budget authority and manage prior year’s funds in the current year. The timeframe

covered by agency’s fund control system will correspond to the agency’s financial plans. Allotment systems should

be designed so that responsibility for budget control is placed at the highest practrcal orgamzanonal level comlstent
with effective and efficient management and control o .

To support the Budget Execution process the Core ﬁnancral system must:

* Provide the ability to track changes to budget authorlty at mulnple levels of dlstrrbutlon

. Provide the capability to track actual amounts (e.g., commitments and oblrgatlons) against the original and
- revised budgeted amounts consistent. with cach financial planning level.

* Provide ﬂex1b1hty in establishing and modlfymg funding distribution and spending levels at multrple
organizational levels. Allow authorized personnel to reallocate ﬁmds at desrgnated levels.

* Provide the ability to manage and control prior year funds in the current year mcludlng the capablhty to
-+ identify,prior year and current year de-obligations, separately (e ,

PEE P T f‘%.; .4.

» Establish limitations in accordance with credit reform ob]ectlves for loan programs mcludmg program
lending limits and available subsidy amounts. :

* Tolerance levels should be user-defined and estabhshed and mamtarned in tables controlled by authorized
personnel. The tolerance levels should be maintained in terms of percentages of the total W1th a
not-to-exceed dollar threshold.
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Funds Allocation Process

This process records an agency’s budgetary resources and supports the establishment of budgetary limitations at
each of the levels required within the agency. The higher levels, such as appropriation, apportionmentand - -~
allotment, have the weight of legal authority behind the limitations. Lower levels of control are generally used for
mternal managemcnt purposes , ‘ . _

To support the Funds Allocatlon process the Core ﬁnanc1al system must

. Record ﬁmdmg and related budget executton documents -

Record limitations and control the use of funds against them consistent with appropnatlon and authorlzatlon

: language congressronal mtent, and admrmstranvc lrmltatrons estabhshed by agency management

Distribute, track, control, and report funds authorlzed at various fundmg levels based on the SGL o

o accountlng classification structure, and cost and project structure.

' Modlfy limitations in accordance with apportionment actions, reprograrrmung, rescissions, and other
-adjustments.

Record and control funds that receive other budgetary authonty in addltlon to appropnatrons and 1dent1fy
the type of authority.

Record the expiration and cancellatlon of appropnatlon authorlty in accordance with OMB Clrcular A- 34

- and the U.S. SGL.

Maintain operating plans at or below the funds control level of the classnﬁcatlon structure.
Allow authorized personnel to reallocate funds at desrgnated levels

Account for budgetary resources at a lower level in the accountmg class:ﬁcatron structure than they are
budgeted. - : : :

Fumis Ctmtrol Process

This process records transactlons aﬁ'ectmg the resource usage accounts in the budgetary section of the U.S.
Government Standard General Ledger (c. g, commitments, undelivered orders, expenditures, relmbursements

earned). It also provides appropriate warnings and controls to ensure that budgetary limitations are not exceeded.

The Funds Control process consists of the following activities: Funds Avallablhty Editing, Comrmtments
Obligations, and Analysis. L B :

Funds Availability Editing. This activity verifies that sufficient funds are remaining at the various control levels
specified in the Funds Allocation process for each transaction processed which- ‘may affect available funds balances.
Ifsufﬁcrent funds are not available, notification is prov1ded so that approprrate action may | be taken.

To support the Funds Ava11ab111ty Editing act1v1ty, the Core ﬁnancnal system must:

« Provide for on-lme notification of funds avallablhty prior to: the dlstrlbutlon of lower level fundmg and the

processing of commitment, obligation, or expenditure transactions.

Support the timely recording of funding transactions and include adequate controls to prevent the: recordmg

of commitments that exceed available balances. Support recording obligations or expenditures that exceed
available balances and produce a report or otherwise provide a method that allows management to review
the cause of this over obligation condition.

24




Gore Financial System Requirements

* Provide for designated authorities to estabhsh and modify the level of funds control using elements of the '
 classification structure, mcludmg object class, program, organization, project, and fund. o

* Provide for designated authorities to establish and modify the system’s response: (elther reject transaction or_
provide warning) to the failure of a funds- availability edit for each transaction type. .

* Provide the capabilities and controls for authorized users to override finds- ava1lab1hty edits.

« Record the financial impact of all transactions that aﬁ‘ect the avallablhty of funds such as commitments; |
liquidations, obligations, and expenditures. R PR : PR -

e Provide automatic real- tune notrﬁcatlon to users of transactlons fa1hng the funds- ava11ab1hty edit and place

.the rejected transactions in an etror file arid/or suspense ‘account for corrective action. Incases where the =
actual event has already occurred (such as labor hours worked or a contract already signed), the transaction
should be recorded and a warmng or report issued to alert the user to the need for follow-up action.” - v "

EREIES o

e Update all appropnate accounts to ensure that the system always mamtalns and reports the current status of
funds for all open accountmg penods : e ‘

« Determine funds avallab1hty on ad]ustments to obligations or expendltures based on whether the funds cited
are current, explred or cancelled

LA | L A

« Check commitment transactions agamst avallable funds Prov1de optlons as to whether comrmtment '
transactions are checked against funds, available prior to posting the transaction.

¢ Check available funds for obhganng documents (including amendments t6 obhgatmg documents resultmg in
“a change to dollar amounts or to the class1ﬁcat10n structure) ‘ t

e Check available funds when the expendlture exceeds the’ obhgatlng docurhent due to quantlty or pnce
variances within tolerances, additional shipping charges, etc... S o

o Adjust avallable fund balances as reimbursable orders are accepted In the case of reunbursable orders from
 the public, an advance must also be received before additional fanding authority is recorded.

* Check available funds for commitments and obhgatlons mcurrcd in support of relmbursable agreements.
Commitments. This activity records commitment documents, such as, reqmsmons ~Comm1tments are an optional
stage prior to the establishment of an obligation. Commltmcnts can be a useful tool in funds management by

helping users to anticipate ﬁlture procurements They should be used when helpﬁll to an agency’s management
process, but are not necessary, or even appropnate for all obligations. . , N

To support the Comnntment act1v1ty, the Core financial system must:
‘s Allow commitment documents to be entered into ‘the Core ﬁnanc1al system on-lme and from multlplc

locations, as well as through an interface with other systems ‘

+ Maintain information related to each commitment document mcludmg amendments. At a rmmmum, the
Core financial system must capture: : :

. requlsltlon number, . ,, , s

* accounting classification structures and
* estimated amounts..

* Provide for modifications to commitment documents, including ones that change the dollar amount or the
accounting classification structure cited. Invoke funds availability editing for the changed amounts.
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Allow for commitment documents tobe’ future- dated stored;and posted at the approprlate date Sub]ect
these documents to edit and vahdatlon procedures prior to posting. - :

Close:commitment documents under the followmg circumstances: (1) by the system upon issuance ofan
obhgatlng document, (2) by an authorized usei; and (3) as part of the year-end closing;if the commitment is
in an annual appropriation or in the last year of a multlyear appropnatron

Obhgatlons OMB Crrcular A-34 deﬁnes obhganons as amounts of orders placed contracts awarded, services
received, and similar transactions during a given period that will require payments during the same or a ﬁature period.
Such amounts include outlays for which obligations had not been previously recorded and reflect ad]ustments for
differences between obhgatlons prevrously recorded and actual outlays to hqmdate those obhganons '

To support the Obhgauon act1v1ty, the Core ﬁnanc1al system must

‘Record obhgauons based on obhgatlng documents and liquidate the related comrmtments ‘either partrally or
- fully, at the user’s request. .

Record obllgatlons for which there'is no related commitment;

Maintain information related to each obligation document; including amendments. At a rmmmum, the Core
financial system must capture obligating document number and type; vendor number and other
identification, including vendor ID, SSN, TIN, EIN; and DUNS number; accountmg classification

_structures; referenced commitment (1f apphcable), and dollar amounts,

Allow obligation documents to be entered into the Core financial system on-line and from multlple locations,
as well as through an interface with other systems. ‘

Allow transactions creating ant1c1pated obligation documents to be entered early, stored; and posted at the
appropriate date. Subject these' documents to edit and validation procedures prior to postmg If the
anticipated obligation does not occur, permit the user to delete the transaction without posting it.

Allow multiple commitments to be combined into one obhgatmg document and one commitment document
to be split between multlple obhgatmg documents.

| Allow authorized modifications and cancellauons of posted obhgatmg documents

Prov1de on-line access to all obhgatlons by selectlon cntena e.g.,; document number.
Maintain an on-line history file of closed-out documents for a user-defined perlod of time.
Retain (for audit trail purposes) all system record files along with all amendments.

Close obligating documents elther by (1) the system automatrcally, upon complete performance/dehvery, or
(2) an authorized user.

Record various intra-governmental acqulsrtlon transact10ns, such as GSA Personal Proper'ty Center,

" reimbursable orders, and printing from the Government Printing Office (GPO). -

Record and maintain contracts and grants so that fiscal year-to-date and mceptlon-to date mformatlon can be

, presented

Record blanket purchase agreements (BPAs) and track, control and monitor records of call.
Track, control, and monitor dehvery orders against a contract limitation.

Record expenditures related to payments made through use of i 1mprest funds, th1rd party drafts, and.
Government credit cards.

Record expenditures claimed against advance payments made, such as travel advances, contract advances, and grants.
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Analysis. The Analysis activity provides information necessary to support analysis of the Funds Management
function. It provides information on funds availability at the levels defined and compares data in the Funds
Management ﬁJnCUOn to data in other functions to ensure cons1stency

To support the Analysrs acﬁvrty, the Core ﬁnancral system must:

. Malntarn current information on commitments and obhganons accordmg to the class:ﬁcatron structure ona
fund by fund basis. c R . - . .
~¢ Track the use of funds agamst operating or financial plans
* Report plan to actual at the level of the operatlng plans

* Summarize, compare, and report the operatrng plans to the appropnate level of funds control.

* Produce detailed listings and summary reports by the defined level of funds control for those documents that

represent commitments, undelivered orders, and expenditures.

+ Provide control features that ensure that the amounts reflected in the fund control structure agree w1th the
U.S. SGL account balances at the end of each update cycle.

- * Maintain historical data on all commitment, undelivered order, payable, and payment transactions. :

* Maintain open documents to show the status of comrmtments undehvered orders accruals and
disbursements by document line item. :

* Record the expiration and cancellatlon of appropnaﬁon authonty in accordance W1th OMB Clrcular A 34
* Provide the capability to 1dent1fy prior year and current year de-obhgatlons separately
« Provide the capability to support commitment accounting based on agency needs.

Payment Management Functlon -

The Payment Management function should provide appropriate control over all payments made by or on behalf of
an agency. Agencies make payments to vendors in accordance with contracts; to state governments under a variety
of programs; to employees for salaries and expense reimbursements; to other Federal agencies for reimbursable
work performed; to md1v1dual citizens receiving Federal beneﬁts to recipients of Federal loans; and for many,
other reasons.

OMB Gircular A- 125 Prompt Paymmt specrﬁes government pohcy for payments made to vendors against
contracts, stating, in part, that agencies must make payments on time, pay interest penalties when payments are late,
and take discounts only when payments are made on or before the discount date and when it is ‘advantageous to the
government. The Cash Management Improvement Act (CMIA,) specifies requirements for payments made to
states. Regulations implementing CMIA are at 31 CFR Part 205. Other regulations affect payments made for
travel, payroll benefits, etc. o _

Depending on an agency’s system-architecture; specific-activities- performed relatlng to payments may be: supported
by other systems which provide summary data to the Core financial system for control and management purposes.
For example, payroll systems usually trigger the actual disbursement process to pay employees through direct
deposit or by check and send only the expense and disbursement information to the Core financial system for
recording by the general ledger, funds control, and cost accumulation processes. Likewise, large loan and grant
programs might be supported by systems that maintain their own detailed mformatlon on payees and payments and
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Core Financial System Requirements

send summary data to the Core financial system.  If this situation- exists, these other systems must meet the
requirements listed here for payment management | < : : :

Other systerns may also support activities which lead up to the payment stage, such as recordmg obllgatrons and S

expenditures and establishing payables, but depend on the Core financial system to'manage the actual payment: -

process itself. For example, a travel system might calculate the amount to be paid on a travel voucher and send - -

transactions to the Core financial system to record the expenses and a payable to the traveler. The Core financial
system woiild then take over to schedule the payment for disbursement and confirm that it occurred:: o

The Payment Management function consists of the folloWlng procases:

* Payee Information Maintenance -
+ Payment Warchousing .
~ -+ Payment Execution
» Payment Confirmation and Follow-up

Payee Infbrmation Maintenance Process

The term ¢ payee is used here to mclude any entity to whom a dlsbursement may be made, for example mdrvrdua]s
and orgamzatrons providing goods and services, employees, grant recipients, loan recipients, and other government
agencies. In an integrated system, payee mformatron needed to make payments should be coordinated with -
information needed for other purposes and in other systems. For example a company that provides goods and
services to an agency should have a common identifier associated with it that is shared by the procurement and
payment processes, so that contract information and' payment information can be linked, even if the addresses for
ordering and paying are different. Furthermore, if the same company was also to receive payments from the.
agency, such as a loan, that mformanon should also be avallable to the procurement and payment proccsses

To support the Payee Informatlon Mamtenance process the Core ﬁnanc1al system must:
. .? Mamtam payee mformauon that mcludes data to support obhgat10n, accounts payable, and d1sbursement
processes. : : : .

. Support payments miade to thrrd parties that act as an agent for the payee.

* Maintain information needed to support IRS 1099 reporting, mcludmg TIN and _payee type (e.g., sole.

_ propnetorshlp, partnershrp, corporation). In cases where a third party acting as agent receives the payment,
maintain 1099 information for the priricipal party rather than the agent. Provide the capability to identify
payees who receive 1099s, mcludmg 1099Cs Support creation of 1099 for income from overdue travel
advances. ' :

» Allow mulnple payment addresses and/or bank mformatlon fora smgle payee.
* Provide search capabrhty for payee information. o
s ‘Produce payee listings: based on agency-defined criteria, €.g;, payee-name andinmmber... oL o

Payment Warchousing Probess

~ This process recognizes and records payments due to another entity in the near term. These payments may be due
for any of several reasons, for example, as a result of receiving goods and services in accordance with contract terms,

28

T —

b oo i abn o | ik . 33

- e
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under a loan or grant agreement, as an advance payment for goods or services to be prov1ded in the future, or as a
progress payment under a construction contract. e i

OMB Circular A-125 requires - documentation to support payment of invoices and interest penalttes mcludm
information from contracts, invoices, and receiving reports. These docurnents should be matched through a
process, which may be automated manual or.a combination, that ensures that payments are made in accordance
with contract terms and apphcable regulanons Adequate internal controls should be in place to. verify that goods
and services paid for were actually ordered and received and are pald for only once and at. the agreed-upon prrce

To support the Payment Warehousing process the Core ﬁnanc1al system must
» Warehouse and schedule payments in accordance with applicable regulatlons for example, OMB Circular

- A-125, the Cash, Management Improvement Act, and travel regulations. Provide the capability. to capture,
store, and process appropriate invoice information, including: invoice: number, invoice amount, obhgatmg

document references, vendor number, payee name and address, discount terms, invoice amoun, invoice date,

and invoice receipt date in accordance with Treasury standards and the Prompt Payment Act.

* Record an accrued hab1l1ty upon receipt and acceptance of goods and services and properly 1dent1fy them as
capltal asset, expense, prepaid €xpense, or constructlon ‘

* Record invoices through keyboard entry by a user and through an electromc mterface w1th vendors in an
~ electronic commerce arrangement.

"¢ Access previously entered information and/or record addltlonal mformatlon necessary to automatically
determine the due date and amount of vendor payments in accordance with OMB Circular A-125, based on.
invoices, receiving reports and contracts or purchase orders. Due date determination should take into "
~ account spec1al situations, such as contract provisions specifying nonstandard acceptance periods; laws
' spec1fy1ng payment terms for certain commodities, such as meat or dairy products; failure to return a
defective invoice in a timely fashxon, and others spec1ﬁed in OMB Circular A-125 L

* Provide the capablhty of splitting an invoice into muluPle payments on the appropriate due dates when items

on the invoice have different due dates.

* Record discount terms and automatically determirie whether taking the discount is economically justified as
defined in the Treasury Financial Manual, Volume I, section 6-8040. .

* Record addrtlonal shipping and other charges to adjust the payment amount if they are authorlzed

* Adjust the asset or expense recorded with the habrhty if the authorized payment (based on the invoice) is
different from the amount accrued (based upon receipt and acceptance) using contract information and any
~increase is within agency tolerances. Automancally adjust the obhgatlon amount as well and edit for funds
. availability to cover increases. _ .

. Automancally update the funds control and budget execution balances to reﬂect changes in the status of
~undelivered orders and expended appropriations as well as changes in amounts.

* Establish payables and make payments on behalf of another agency, cmng the other agency’s ﬁmdlng
information.

« Allow orders to be reopened by authorlzed staff after ﬁnal payment has sbeen made 1 G s g ?x 23 |
* Allow changes to payment schedules by authorized staff prior to submission to the disbursing office.

* Process credit memoranda for returned goods or other adjustments. The capability must allow applying a
credit memorandum to a payment due to the vendor issuing the credit or, if there-are pending orders; to a
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‘Core Financial System Reguirements -

- future payment; or, if there are no outstandmg payments to the vendor and no pendmg orders estabhsh an

account receivable. S T

Reestablish payables for voided checks or checks or EFTs that have been returned but:have not been.
negotiated, and allow for reversing the accounting transactlon leadmg to the drsbursement and reestablrshmg
a payable, as appropriate.

Record obligations, expenses ’ assets, etc assocrated Wltll payments made through use of nnprest ﬁmds tlurd
party drafts, and government credit cards. Establish payables to replenish the imprest fund or pay the
financial institution handling the third party drafts and credrt cards.

Schedule payments of advances, prepald expenses loans, grants etc., with the approprlate accountmg entries

_for each

‘Record expenses assets etc based upon performancc funded by advances prepaid expenses and grants and

- make the appropriate quurdatrons Automatrcally update funds control balances to.reflect obligation changes

“Provide the capability to support capture, storage and | processrng of i mvorces rece1ved in electromc format

through an electronic commerce arrangement or from another system. -

Allow for comphance at the data level, with exrstmg Treasury standards d1ctat1ng formatand length for
certain invoice fields (for example require 20 characters for the i mvorce number).

“Adjust the obllgatlon based on final lnvorce/payment ‘tolerance percentage and amount authorized, prov1ded

thc amount is w1thln the funds hmrtanons and chccks

Payment Exemtwn Provess

This process supports activities requrred to make a payment wlnch was warehoused or to record a payment made
by another system. Agencies for whom Treasury does the actual disbursing prepare requests for disbursements that
are transmitted to Treasury. Some agencies have thelr own dlsbursmg authorrty and can prmt checks or make
electronic transfers themselves. : : :

To support the Payment Execution process, the Core financial system must; |

Automatically identify and select payments to be disbursed in a particular payment cycle based on their due
dates. Provide a function for review and certification by an authorized certifying officer. ‘

Allow specific payments selected for dlsbursement to be excluded from the payment cycle and held for later
payment. .

Automatically compute amounts to be dJsbursed including discotints Wlthholdmgs, interest, or penaltles in

accordance with applicable regulatrons Generate the approprrate transactions to reflect the above deductions
and additions. : : -

Automatically include on each payment relevant identification mformatlon (e.g., contract number invoice
number, obligation number, and interest penalty amount and calculations).

Collect information on discounts taken, drscounts lost and interest penaltles to comply Wrth apphcable
prompt payment reporting requirements: S e f e 3l SR A

Calculate totals by appropriation symbol for inclusion on the payment schedule, except unidentified
appropriations.

Provide for various forms of payment to be used i.e., check or electromc funds transfer (e.g., ACH wrre)
Support Treasury-specific standards for format of check and EFT payment requests.
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Core:Financial System Requirements

» Provide the capabrhty to capture, store, and process information related to supporting the .
- creation/generation of EFT payments- (ACH or wire) in accordance with Treasury standards mcludmg ABA
routing number, recipient bank account number, and account type. -

* Support Treasury specific standards for format of check and EFT payment: requests

* Allow for consolidation of multiple payments to:a single payee, up to the TEM-prescribed limitation in order
for the disbursing office to produce one check or EFT and itemize all payments covered by the one check or
EFT. Allow for separate checks to a payee in specrﬁc instances where needed.

* Allow a payment request to be removed from the automated scheduhng stream and to be scheduled asa
manual payment by an’authorized official. = -+ : = e RIS

* Provide the capability to schedule and make payments in various forms (e.g.,’ACH, SF- 1166) as reqmred by
an agency’s disbursing offices, including physical media (e.g., tape, electronic transfer)

* Prepare reports to Treasury on disbursements made by anagency with:its-own d1sburs1ng'author1ty

* Process transactions resulting from payments made using other systems, such as payroll. Record
disbursements, assets, expenses, obligations, or other accounts as appropriate, but do not schedule a payment
through the Core financial system if the payment has already been made by the other system.

* Support upload Electronic Data Interchange Payment and Collectron (EDIPAC) system disbursements made
by a billing agency against customer agency’s funds from the EDIPAC system. .

* Record payments made by another entlty, such as a ﬁnance center, on behalf of the agency usmg agency

» After payments are scheduled and prior to actual disbursement by Treasury, allow for cancellatlon of an o
entire payment schedule or a single payment within a payment schedule.

-+ Flag: payment transactions that will disburse a fund into a negative cash posmon (Rermbursable work can
: ";-result in this type of transaction Wlth approprrate authority.) oo

Payment Confirmation and Follow-up Process

This process confirms that disbursements were made as anticipated and supports inquiries from vendors regardmg ‘
payments and reportlng reqmrements relatmg to the Payment Management function.

To support the Conﬁrmaﬁon and Follow-up process, the Core financial system must:
. Prov1de information about each payment to reflect the stage of the schedulmg process that the payment has
reached and the date each step was reached for the following processing stéps:
* Payment scheduled E
* Schedule sent to appropriate disbursing office
* Payment issued by appropriate disbursing’oﬁice

* Provide for the comparison of the agency’s paymient: schiedule *and disbuirsing oﬁice s accommplished | payment )
schedule.

* Update payment information when confirmation is received from the disbursing ofﬁce mcludmg the pard
schedule number, check numbers or trace numbers, and date, amount of payment, payment method (check
or EFT), and amount debt collection offset accomphshed by Treasury
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* Maintain history of every payment by the Core financial system, including authorizing document number,
payment schedule number, payment date, invoice number, vendor number, vendor name, payment address,
appropriation charged, and prompt payment information. : :

* Provide on-line access to vendor and payment information.

* Provide on-line access to open documents based on agency selection criteria, e.g., document number.
* Produce IRS 1099s in IRS acceptable form (hard copy or magnetic tape). |

* Produce the SF-.224,_ Statement of Transactions . ' , o

« Produce the ’SF-1219, Statement of Accountability and SF-1220, Statement of Transactions.

* Produce supporting information needed to prepare the prompt payment report in accordance with
requirements in OMB Circular A-125. " DRR ~ : ‘

* Automatically liquidate the related Liability or the in-transit amount when payment confirmation updates the
system.

Receipt Management Function

The Receipt Management function supports activities associated with recording agency cash receipts, including
servicing and collecting receivables. Receivables are established to account for amounts due from others as the
result of performance of services by the agency, delivery of goods sold, the passage of time (e.g., interest earned),
loans made to others which must be repaid, or other actions. Some receipts may be collected without the prior
establishment of a receivable, as in the case of goods sold for cash. ' :

A receivable is recognized when the agency establishes a claim to cash or other assets against other entities, either
based on goods or services provided or on legal provisions, such as a payment due date (e.g., taxes not received by
the date they are due). If the exact amount is unknown, a reasonable estimate is made. Receivables are accounted
for as assets until funds are collected, converted into other resources, or determined to be uncollectible in whole or
in part.

Depending on an agency’s system architecture, servicing and collection activities for some receivables may be
supported by other systems which provide data to the Core financial system. This would be particularly
appropriate for receivables resulting from large programs with complex supporting data requirements, such as loan
programs, grant programs, or fee-for-service programs. Servicing and collection for receivables with simpler
requirements for supporting data, such as those resulting from erroneous payments, may be supported directly by
the Core financial system with no support by other systems. '

The Receipt Management function includes recording, billing, monitoring, and collecting amounts due the -
government whether previously established as a receivable or not. These activities must be supported by aging
schedules, exception reports, and reports used to monitor due diligence efforts.

The Receipt Management function consists of the following processes: . .~ == . .
* Receivable Establishment

* Receivable Management
¢ Collections
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Core Financial System Reljuirements

Receivable Esmblishment Process

The Receivable Establishment process supports activities to producc bills for amounts due to the agency and to
record receivables in the system as they are recognized.

To support the Receivable Establishment process the Core financial system must:

. Support the calculaUOn, gcneratlon, and postmg of customer bills based upon billing source, event and/or
~ time period, and type of claim in accordance with agency program requirements. Bases used for billing may
include:

* percentage of relmbursablc obhgaﬁons accrued cxpcndlturcs or costs, usmg data rccorded by the cost
accumulation funcnon,

« fee schedules for goods or services prov1dcd

* duplicate payments;

® erroneous payments; and

. paymcnt schedules or other agreements with other entities.

* Record the establishment of receivables along with the correspondmg revenues, expenditure reductions, or
other offsets.

* Support the establishment and tracking of receivables to be paid under installment plans, including plans for
which payments have been rcschedulcd

* Print bills, accommodating the generation of standard forms, such as SF 1080s or SF 1081s, and turnaround
documents to be used as a remittance advice. Allow customized text in generated billing documents.

* Prepare bills to other Federal agencies, record simultaneous collections from them, and download the bills
(including supporting documentation) to the EDIPAC system.

¢ Allow transactions related to manually prepared bills to be entered by authorized personnel.
* Record adjustments to bills and post to customer accounts.

« Date the bills with the system' generated date or with the date supplied by an authorized user.
* Print statements as well as bills.

* Accept transactions from other systems in a standard format for entry into the Core financial system.

Receivable Management Process

The Receivable Management process supports activities to maintain information on entities owing the government
(name, address, etc.); age receivables; make efforts to collect amounts due including related interest, penalties, and
administrative charges, liquidate receivables; record adjustments to receivables including OPAC charge- backs
maintain a proper allowancc for uncollectlblc amounts; and record wntc-oﬁ‘s

R L

To support the Receivable Management proccss, the Core financial system must:

* Maintain detailed information by account (e.g., individual, employee, private sector organization, state or
local government, or other Federal agcncy) sufficient to provxde audit trails and to support billing and
research activities.

* Maintain accounts for reimbursable orders and identify government and non-government accounts.
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Update each account when billing documents are generated and collections are received.
Allow authorized personnel to add, modify, or delete non-financial account data.
Maintain data on individual receivables and referenced transactions supporting the receivable.

Provide on-line query capability to receivable and account information. - . - -

Provide information, on a summary basis and on individual recelvables, on the age of recelvables to allow for

- management. and prlormzatlon of collection activities.

Provide automatic calculation and assessment of i mterest adrmmstratlve charges and penalty charges on
overdue recelvables Allow for the waiver of these charges with appropnate authonty

Identlfy and report receivables that meet predetermmed criteria for bad debt provisions or wnte-off

Maintain data for receivables referred to other Federal agencies and/or outside organizations for collections.

Record the write-off of delinquent or un-collectible receivables (including interest, penalties, and
administrative charges), and maintain data to monitor closed accounts.

Produce dunning (collection) letters for overdue receivables in accordance with Treasury reqmrements and
existing legislation. ~

Provide authorized users.with the ability to customize the dunning process parameters and dunning letter
text. "

 Provide information to allow either manual or automated reportmg of delinquent accounts to commercial
credit bureaus and referral to collection agencies or other appropriate governmental organizations.

Mamtam mformatlon needed to support TRS 1099s in the amounts of debts forglven ’ ‘

Maintain a hlstory of blllmgs and I‘CCClPtS for each recelvable and account in accordance thh agency
requirements. - :

Match receipts to the appropnate recelvables and update system balances
Provide the ability to apply rece1pts to more than one recelvable

Update receivable balances document by document, classnfymg and postmg agalnst pnnc1pa.l, mterest, fees,
etc., as appropriate.

Identlfy receivables that have been reduced by some means other than cash collectlons such as waivers or
write-offs.

Provide for reestablishment of a receivable for checks retumed due to insufficient funds.

Provide the capability to apply collections against interest, penalties, administrations costs, and principal as
appropriate.

Provide the ablhty to uniquely record, classify, and report relmbursable funds by customer and agreement in

addition to the standard account structure.

Collection Process

The Collections process supports activities to record the receipt of funds either by currency (e.g., cash, electronic
funds transfer) or check and'the deposit of such funds in accordance with Treasury and agency regulations.

To support the Collections process, the Core financial system must:
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, cnre,;ﬁnancial'svstemtRequi.,rements ;

. Record complete and ‘partial recelpts accordmg to the Debt Collecnon Act of 1982 and other apphcable
regulations. -

* Record revenues, expenditure reductlons or other appropnate offsets assoc1ated with collectlons for Wluch

no receivable was previously established.

. -+ Record deposits and related debit vouchers for reconc1hat10n to depos1t confirmation mformatlon prov1ded
- by Treasury or the bankmg system.. : ,

« Provide for the processmg of cash'or credit card receipts.”
¢ Allow for offset of funds due to delinquent indebtedness: through administrative. oﬁ'set, Federal employee
salary offset, and income tax refund offset : _

Officts

This requirement. w1ll ensure that TINs of Federal payment rec1p1ents are. avallable to facxhtate debt collectlon by oﬂ'set of
Federal payments under the DCIA, and for vendor income reportmg to the Internal Revenue Semoe (IRS) as mandated

To support the Oﬁ‘set process, the Core financial system must: ©

* Provide ability to capture TIN data for the debtor and report overdue recelvables with associated TIN data to
Treasury for possible offset.

* Comply with Internal Revenue Service and Taxpayer Offset Program requirements. 3

Cost Management Functlon

The Cost Management function of the Core Financial System attempts to 'measure the fund cost of Federal
programs, their activities, and outputs. This is éssential for providing accurate prograin meastirement mformauon,
performance measures, and financial statements with verifiable disclosure of the cost of activities. Statement of
Federal Financial Accountmg Standards Number 4, Manajerial Cost Accounting Concepts and Standards for ihe
Federal Government, published by OMB based on FASAB’s recommendations  prescribes the managerial cost
accounting concepts and standards for the Federal government. - The térm cost refers to monetary value of resources
used or sacrificed or liabilities mcurred to achleve an objective, such as to acqu1re or produce a good or to perform -
an act1v1ty or serv1ce o '

The level of soph1sncat10n of the Cost'Management ﬁ1nctlon is dependent on the operational nature (appropr1at10n :

only, appropriation with reimbursable authority, revolvmg fund), the programs involved, and the requirements of
the agency. For example, in an environment where the primary mission is to produce a product for sale,.the :
costing function necessary for product costing is done in the Managerial Cost Accountlng System which s
integrated with the Core Financial System. However in any Core system there are certam basm functlons that
must be. present

e e Uadd il ETRRT R xé.a MR e Aeai N ‘(u,';:r.,bl IR '::'.x EFE RS AN DR § I
The Cost Management ﬁ;hction consists of the following processes:

¢ Cost Recognition

* Cost Accumulation

* Cost Distribution .
¢ Working Capital and Revolving Fund
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Core Fiancial System Regiirements

Once costs have been recognized, the. system accumulates costs in accordance with agency rcqmremcnts then
prov1des for the distribution of costs to cost objects. L

Cost Recqgmtum Process

Recognition &f the effects of transactions in financial systems is fundamental to the accounting process.
Recognition determines when the results of an event are to be included in financial statements and ensures that the
effects of srrmlar events'and transactrons are accounted for cons1stent1y wrthm the Federal government

To support the Cost Recogmtron process ‘the Core ﬁnancral system must o

* '« Use the accrual basis of accounting when recognizing costs. The cost of goods and services used consumed
given away, lost, or destroyed must be recognized within the period of time the event occurted, regardless of
when ordered, I‘CCClVCd or paid for. Similarly, revenues must be recogmzcd when earned.

. Reduce asset balances such as inventories and prepald expenses as they are used and cxpensed

* Use the agency’s accountmg classrﬁcahon structure to 1dent1fy mformatlon, such as fund, program,
organization, project, activity, cost center, and object class to  suppoit the cost accumulatlon and assrgnment
processes.

* Perform managerial cost accounting to measure and report the costs of each segment’s outputs.

CostArcumulatwn Process o

Cost Accumulatlon refers to the measurement of resources used in accomphshmg a mission ob]ectwe such as

performing a service, providing a product, or carrying out an activity such as a project or a program.. This process
provides for the collection of cost data in some organized way. SFFAS No. 4 requires that costs be accumulated by
responsibility segments and classified by type of resource, such as costs of employees, materials, utilities, etc.: Cost
Accumulation provrdes the mformatron needed for. accountablhty over the financial execution of pubhc programs,
meaningful comparisons to measure comphance with management policies, evaluation of the‘efficiency and-
economy of resources used in the. ‘various activities, and support for fees, services or producm

To support the Cost Accumulatlon process the Core ﬁnancral system must:

* Account for fces royalties, rents and other charges lmposed by the agency for services’ and thmgs of value it
provides. Sufﬁcrent information must be accumulated to support CFO recommendanons on revrsmg charges
to reflect actual costs incurred by the agency in providing goods and services. -

* Identify all costs incurred by the agency in support of activities of revolving funds trust ﬁmds or commerc1a1
functions, including the apphcable portlons of the related salaries and expense- accounts 1dent1ﬁed with those
activities. : L ,

« Provide fora varlety  of information to support the managerral cost accounting decrsron-makmg process the
- management of the agency, and external reporting. This will include: : s

* cost reports to be utilized in the analysis of programmatic activities,
« schedules and operating statements in stpport of financial statement preparation and audit,
* meaningful cost information needed to support performance measures,

* ability to transfer cost information directly to and from other systems,
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#"" cost' information for ¢comparison to other program data to detcrrmne compha.nce Wlth pla.nned budgeted
act1v1tles and

. support of the blllmg proccss by prov1d1ng cost lnformatlon to the receivable flll’lCthIl for producmg
bills. .

Costlziatﬁbv"tio?é Procss

In order to achieve increased uniformity and consistency in accounting for costs, agency standards should provide
criteria for the assignment of accumulated costs to.reporting periods and cost ob]ects in accordance with SFFAS
No. 4. A cost object is a functton, organizational subdivision, contract, or other work unit for which cost data are
desired and for which provision is-made to accumulate and measure thc costof activities, products Jobs capitalized
projects, etc, SFFAS No. 4 states that SR s e T sy e :

the purpose of o5t m:countmg Igy @ mpom;bzhty segmmt is to medsure the costs of its outputs. T7ms, the ﬁml

cost objects of w mponszbzlzty Segment are its outputs: the services or products that the segment produces and-.

delivers, the missions.or tasks that the segment performs, or the customers or markets that vhe respons;bzluy
 Segment serves. Thm: may be mtemzedmte cost objects that are used in the course of the cost assignment .

process.

When identifying cost objects, consideration must be given'to the need to support the preparation of financial
statements (e.g., Operations Statement, supplemental data, performance measures). The. cost distribution basis
used must provide for meaningful information supportive of the management decision processes. Agency cost
accounting standards provide the basis for consistent assignment of cost including: (a) the determination of the

methods by which costs are-to be assigned.to cost objects; (b) the definition of costs which may be assigned to cost

ob]ccts and (c) the determmatton of the accountmg period to which such costs are asmgnablc :

To support thc Cost D1str1butlon process thc Core: fmancml systcm must

Prov1dc for 1dent|fymg costs bascd on thc accountmg classxﬁcatlon structure,

Identify and record direct costs incurred, including input on costs from feeder systems, such as inventory,

. ‘travel or payroll

Assign indirect costs to interim and ﬁnal cost ob]ects usmg a method consistent w1th agency cost accountmg

.. standards. Indirect costs will-be assigned on a basis that best prov1des for a causal/beneficial relationship
. between the costs being distributed and the cost object receiving the cost. Indirect cost assignment may be

based on total cost incurred, direct labor hours used, square footage, metered usage, or any other reasonable
basis.

Allow for multllcvcl ass1gnment and reass1gnment

Support variance analysis, adjustment of rates, and dlSpOSlthI‘l of variance by pcrformmg periodic

. -assignments to adjust cost based on estlmated rates-to the actual costs incurred for the period.

Assign costs to entities or cost centers regardlcss of how thcy havc ongmally bccn postcd to the systcm (eg s
for financial statement presentation). : : _

Provide an audit trail that traces the transaction from the ongmal cost pool to thc final cost ob]cct
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Warkmg Capital and Revolmng Fund Process B

Agencies may elect Working Capital Funds or Rcvolvmg Funds for their organization. These funds rcqulre :

separate legislation and have a specxﬁc charter which focuses on specific: purposes. ‘The charter has.the potential to

make WCE and Revolving Fund quite flexible by lifting apportionment controls while adding operahonal

safeguards. If an agency elects WCF or Revolving Funds, the system must be able to track service level agreements
verify funds availability, bill customers, and measure costs. : :

B R D e

To support the Working Capltal/Revolvmg Fund Function, the Core financial system must:

. Prov1de capablhty to support use of revolvmg ﬁmds for workmg capltal programs B

- s Provide capability to create and track service: level agreements for customer pro]ects mcludmg the pro]ect or-
reimbursable agreement number, the client organization, and funding citation. - S o

* Provide the ability to link orders and expenses du'ectly to a service level agreement if appropnate . "

* Provide capabmty to verlfy fund avallablhty for service: orders d1rectly attrlbutable to.a partlcular customer of
the revolving fund operatlon o : : s

* Provide capablhty to support funding to the revolvmg fund through the use of advances of through !
reimbursement. ‘

. Support assignment of costs incurred by the revolvmg fund through one of the followmg methods dl.l‘CCt
assignmerit.or indirect ass1gnment :

. vProv1de capablhty to estabhsh/use mulnple as31gnment methods such as ﬁxed fee, square footage FTE
» Provide capablhty to generate summary statements by revolvmg fund customer and/or project. -

* Provide the ability to bill customers based on appropnate fee stiuctures.

Reporting Function

The Core financial system must be able to provide financial information in a tiimely and useful fashion to (1)
support management’s fiduciary role; (2) support budget formulation and execution functions; (3) support fiscal
management of program delivery and program decision making; (4) support internal and external reporting
requirements, including, as necessary, the requirements for financial statements prepared in accordance with the.
form and content prescribed by OMB, reporting requirements prescnbed by Treasury, and legal, regulatory and
other special management requirements of the. agency, and (5) monitor the financial management system

Information maintained by the Core financial system must be prov1ded in a variety of formats to users accordmg to
their needs. Methods of providing information include on-line i inquiries, extract data files, and hard-copy reports.
These requirements could be satisfied by (1) application software that is part of the Core ﬁnanc1al system, (2)
generalized reportmg/mqulry software that works with a Vanety of apphcauons or (3) -a combination of both, the
most hkely CASCL sty oy .
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The Reportmg ﬁmctlon consists of the followmg processes:
e Access to Informaﬁon | ' h H | |

* Financial Reporting : ‘ o l
* System Monitoring
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Access to Information Process R L
For financial information to be timely and useful, the Core financial system must provide for the ready access to the
information:it.contains. That information must be easily-available and understandable to personnel with varying
levels of technical knowledge of systems and financial data. Personnel with relatively limited knowledge of the
system or of financial accounting concepts and principles should be able to perform access functions wrth rmmrnal
training on the system, and save access requn'ements for later use if needed :

To support the Access to Informatron process the Core ﬁnancral system must:
. Allow for the mformatron contamed in- the system to be quened to present specxﬁc detaxled data as’ requested
This will include user-defined eriteria to access data for open or closed accounting periods.

» Present information resulting from system queries formatted to facilitate the understandrng of the
information by non:technical users, and unformatted for more tcchmcally proficient users.

* Provide for the: productlon of formatted reports.The. systerm must allow for'the reformattmg of reports to
present drﬂ'erent sorts of the information, the presentation of only specrﬁc information in the format selected,
the summarization of data, and the modrﬁcatlon of report formats to tailor the reports to the spec1ﬁc
requirements of the user. .

* Allow users to design reports and extract files for their specific requrrements and to perform table look-ups
and expansion of codes when needed to clarify: the information contained within:the reports. .~ -

* Facilitate the analysis of information contained in‘the system by allowing analysts‘to obtain report
information and the results of system queries in data files that can be transferred to other applications or
analytical tools.

* Provide for easy access to hrstoncal files for comparanve analytlcal, and trend mformatron o

* The capability to perform a “Print Screen” must be available on all user screens.

Financial Reporting Process

The Core financial system must provide complete reliable, consistent, timely and useful ﬁnanc1al management
information on operations to enable central management agencies, mdlvrdual opetating agencies, divisions, bureaus
and other subunits to carry out their fiduciary responsibilities; deter fraud; waste, ‘and abuse of resources; and
facilitate efficient and effective delivery of programs by relating financial consequences to program performance.
The Core financial system must be designed to support agency budget, accounting, and financial management
reporting processes by providing consistent information for budget formulation, budget executiori, programmatrc :
and ﬁnancml management, performance measurement and ﬁnanc1al statement preparatlon

To support the Fmanc1a1 Reportmg process; the Core ﬁnancral system must:

* Use financial data that can be traced drrectly to SGL accounts to produce reports providing ﬁnancral
information, whether used internally or externally. '

o
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* Maintain accounting data to permit reporting in accordance with accounttng standards recommended by the
Federal Accounting Standards Advisory Board, (FASAB) and issued by the Director of OMB, and with
reporting requirements 1ssued by the Director of OMB and the Secretary of the Treasury (Append1x B).

* Provide summarized data electromcally to systems used by the agency for decision support and financial
statement preparation or produce the financial statements directly from the SGL and by “line of business.”
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* Provide data in the format required, including electronic formats, to central agency sy_stems used for
summary ﬁnancral reporting (e.g. FACT S SF224 SF1219 SF1220 SF133, etc.).

.-» Report.events and transactions accordmg to the accountrng classrﬁcatron structure and Wlthln a grven
accounting period.: . : R

* Maintain the financial mformat10n requlred for program performance financial performance, and financial
management performance 1 measures needed for budgeting; program management, and ﬁnancral statement
presentation. 4 . .

* Produce, distribute, and provrde access to formatted reports defmed by agency management for the spec1ﬁc
requirements of the agency. : SR . S .

* Usethe chart of accounts as the basis for preparmg external reports or data transmlssrons to OMB and
Treasury. . : , T :

* Provide the capablllty to electromcally transmit and receive the followmg reports to' Trcasury SF133, cred1t
reports, year-end closing statements, and quarterly and annual FACTSI & FACTSII reports.

- +» Provide the ablhty to produce an on-line current status of funds report down to the lowest level of the -
- organizational structure, including: o

~* annual budget (mcludmg rev1s10ns), ‘
* amount and % variance between. orrgmal budget and actual (YTD and total),
. amount and % variance between revised budget and actual (YTD and, total),
e outstanding comrmtments—current monthand cumulatlve YTD '
* open obhgatlons—current month and cumulative YTD
.. net payments/hqmdated obhgatlons and

* balance available.

System Momtmng Process |

To ensure the efﬁcrent operatlon of the system, the safeguardrng of the data contamed wrthm the system, and the
integrity of the data within the system, the Core financial system must provide diagnostic tools necessary to alert
system management to problems with the operatlon of the system. -

To support the System Momtorrng ,process, the Core financial system must;. |

* Monitor the overall operation of the system to determine if operations are on schedule and all necessary - -
operating steps have been completed successﬁllly, and-alert the system manager to malfunctrons on a timely
‘basis. -

* Provide system managers with system statistics to determrne the functlons and operauons performed by
specific users and reports generated or accessed. : R e e i

* Perform and report the result of data integrity verifications, such as reconclhatron between reports. produced
. and data: sets within the system, and the results of Vahdrty, combmanon and balancing edits. :

. Provrde for sufficient audit tralls to trace data errors and the result of varrous operatlons of the system
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Appendle Glossary

This section prescribes certain terms that have been used throughout this document. The source. ¢ of each definition
is 1dent1ﬁed in parenthescs followmg the deﬁmtlon the terms are all found in one of the followmg sources:

K OMB Clrcular A—34 “Instructlons on Budget Exccutlon refcrrcd to as A 34

OMB Circular A-11 “Preparation and Subm1ssron of Budget Estunates” refcrred to as A-ll
Treasury Financial Manual; referred to as TEM. ” B}
U.S: Government Standard General Ledger; referred to as SGL. .
Commonly used terms within the Federal scctor, rcfcrrcd to as Common Tcrm

Accomphshcd payments A tcrm uscd by Trcasury a.nd agcncy pcrsonncl to refer to paymcnts rcqucstcd by an entity and
madc by Trcasury ora non-Trcasury d1sburs1ng office on the behalf of that cntlty (Common Tcrm)

i i

Actiyity | v(scc Program)

I8 T:1

Agency - . Any departmcnt ‘agency, commission; authority, administration, board, or other independent establishment in the
executive branch of the government, mcludmg any corporation wholly or partly owned by the United States that
is an independent instrumentality of the United States, not mcludmg the mumcrpal governmcnt of thc District of
Columbia. (A-34 Part 11, Section 21.1, p. 11-2) ‘ ‘

E

Agency location code (ALC) Code asmgned by Treasury to each reportmg unit requmng the prcparatlon of an SF-224;

Statement of Transactions. 'The fifst two digits of the syrbol identify the dcpartment or agency, the third and

- fourth digits 1dcnnfy the particular bureau within that dcpartment and the r remaining four digits identify the
lowest level of reporting required for the particular agency accounting station within that bureau (¢.g., Letter of
Credit, Trust Funds, all other, etc.). The ALC must be shown on all corrcspondcncc forms, and other
documcntanon forwarded to ﬁnancral institutions, EMS, other Federal agencies, and to Trcasury Regional :
Financial Centers, and particularly on all SF-215s Dcpos1t Tickets, and/or related SF-5515s: Debit Vouchers. (I
TFM 2-3320. 10) .‘

Apportionment A distribution made by OMB of amounts available for obhganon in‘an appropnat10n or fund account
into amounts available for specified time periods, activities, projects, objects, or combinations thereof. The
amounts so apporuoncd limit the obhganons that may be 1ncurrcd (A-34 Part 11 Section 21 1,p.11-1)

Catcgory A Apportlonmcnts are apportlonmcnts that arc madc ona quartcrly basrs .

Gal

Category B Apportionments are appornonmcnts made on a basis other than a quartcrly basis. Catcgory B
apportionments are made by time periods other than quartcrly, by acuvmcs prolccts or objccts or by a.
_ combination of activity and time period. - ;

LT

Approprratlon or fund account- A summa.ry account cstabhshed inthe Trcasury foreach appropriation and/or fund
. showing transactions to such accounts. Each such account provides the framework for establishing a set of
balanced accounts on the books of the agency concerned. As used in A-34, this phrase refers to general fund
. expenditure accounts, special fund expenditure accounts, public enterprise rcvolvmg funds, mtragovcrnmcntal
- revolving funds, management funds, trust fund cxpcndtturc accounts, and | trust reyolving fund accounts. (A—
~ Part 11, Section 21.1 ,p- 11-4 and 5) e ‘

b 10 A

= e R o b A

)

Approprranons Onc of thc basic forms of budget authorxty Statutory authonty that allows Federal agencies to incur
obligations and to make payments out of the Trcasury for specified purposes. 'An appropriation act is the most
.common means of providing budget authority, but in some cases the authorizing legislation itself provides the
bud.gct authority. (A-34, Part 11, Section 21.1 (Budget authorlty), p. 11- 3)
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Authority to borrow One of the basic forms of budgct authority. Statutory authority that pcrtmts a chcral agcncy to
incur obhgattons and make payments for spcc1ﬁcd purposes out of borrowed monies. (A-34;Part 11, Section 21.1

(Budgct authonty), p- 11- 3)
Budget authorlty -Authority prov1ded by law mcludmg Jomt resolutlons makmg contlnumg appropnanons (also Kknown as

continuing resolutions), and bccommg available during the year to incur obligations. The basic forms of budget
authonty are appropriations, authonty to borrow; and contract authorlty (A-34 Part 11, Section 21 1, p. 11-3)

Commitment The amount of allotment or lowcr level authorlty comxmttcd in ant1c1pat:10n of an obhgatlon (SGL
definition of account 4700) - ‘ .

Contract authority One of the basic forms of budgct authorlty Statutory authorlty under which contracts or other

 obligations may be entered into prior to an appropriation for the payment of such obligations. The later cnactcd :

o appropnauon prov1dcs cash to hqutdatc such obhganons (A—34 Part 11 Scctton 21 1 (Budgct authonty),
11-3) v

Cost Center  An identifiable department or area within a recipients organization that has been assigned an account number
in the rec1p1ents accountmg system for thc purpose ¢ of accountmg costs.

Dnsbursements Payments made using cash, checks, or clcctromc transfcrs Dlsbursemcnts mclude advances to others as wcll
' a payments for goods and services received and other typcs of paymcnts madc (Common Tcrm)

Expended authority Paid and unpaid expenditures for (a) services pcrformcd by employees, contractors, vendors, carriers,
_ grantees, lessors, or other government funds; (b) goods and tangible property received; and (c) amounts
" becoming owcd under programs | for wh1ch no current service or petformance is rcqmrcd (i.e., annuities, insurance
claims, other benefit payments). (SGL dcﬁmnon of ¢ accounts 4901 cxpcndcd authonty unpatd and 4902
‘ cxpcndcd authonty pald) o v ‘ ‘

Expense  The outflows of assets or incurrence ¢ of liabilities duringa pcnod resulting from rendering seivices, delivering or
' ~ producing goods, or cartying out other normal operating activitics. (SGL, definition of 6000 scnes)

Fund account (Scc Appropriation or fund account)

GOALS Govcrnmcnt Onlirie Accountmg Lmk Systcm The clectromc network which ties agcncxcs to Trcasury and cach‘
other for the cxchangc of information. Over the network, agencies can transfer funds to each other and receive
notification that Treasury has accomphshed disbursements. Also, agencies and Treasury can submit and receive
reports once exchanged in hard copy format by mail. The GOALS network can be used with a wide variety of
tcrmmals and modcms (Common Term)

Imprest fund A fixed-cash or pctty -cash fund in thé form of currcncy, coin, or Government check, which has been advanced
as Funds Held Outside of Treasury and charged to a specific appropnatlon account by a Government agency
official to an authomzcd cashier for cash payment or other cash requirement as specifically authorized. The fund
may be a revolving type, replenished to the fixed amount as spent or used, or may be of a statlonary nature such as
a change-making fund. (I TFM 4-3020)

Limitation A funding restriction, imposed by OMB, a dcpartmcnt or an agency, that placcs a cc1lmg for ‘
o obhgattonal/spcndmg authority. The hrmtatton may exist at any lcvcl_ j
imposed using an independent structure. (Common Term) '

Object classnﬁcanon A method of class1fymg obligations and cxpcndlturcs accordmg to the nature of services or articles
procured, €.g., pcrsonal services, supplies and materials, and equipment. Obhganons are classified by the initial
purpose for which they are mcurrcd, rather than for. the end product or service provided. OMB Circular A-11
provides current object classifications for reporting budget estimates to OMB. Many agencies have defined lower
levels of object classification for internal use. (A-11, Sec 35.1)
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Obligation Obligations are amounts of orders placed, contracts awardedj services received, and similar transactions for bona
fide needs existing during a given period-that will require payments during: the satne or a future period and that -
comply with applicable laws and regulations. Such amounts will include outlays for which obligations had not .
- been previously recorded and will reflect adjustments for differences between obligations previously recorded and i

actual outlays to hqmdate those obligations. (A-34, Sec. 21.1, p. 11 7).

Organizatlon structare ~ The ofﬁces divisions, branches, etc. established within an entity based on responsibility
assignments, whether functlonal or program related. (Common Term)

Outlay - The measure of government spendmg for budget | purposes Payments to. hqmdate obligations (other than the
repayment of debt). Except where outlay figures are labeled as gross, they are stated net of any related refundsand

offsetting collections. Outlays generally are equal to cash disbursements, ‘but they are also recorded for -
cash-equlvalent transactions, such as the subsidy cost of direct loans:and loan jguarantees, and interest accrued on -

_ public issues of the. public debt. (A-11, Section 14.1, p. 35) (Note that, although not technically correct, the terms
expendltures’ and “net d1sbursements’ are sometlmes used 1nterchangeably thh ‘outlays’): - e

ST

i

Transactlons gcnerated to pro]ect ﬁnanC1al statements as of the end of the budgeted year

Pro fvrma transactrons ‘
Program  Generally defined as an orgamzed set of activities directed toward a common purpose, or goal, undertaken ¢ or
proposed by an agency in order to carry out its responsibilities. In. practice; however, the term program has many

uses and thus does not have well-defined, standard meaning in the legislative process. Program is used to descrlbe
an agency’s mission, programs funcnons activities, services, projects, and processes. - | :

Program structure ‘The budget programs, activities, etc. on which budgetary decisions are made, whether legally bmdmg,
- in appropriation limitations, or in the nature of policy guidance, as in Pres1dennal passbacks Congressronal

markup tables, or 1nternal agency decisions. (SGL p. v-1)

Project A planned undertakmg of something to be accomplished, produced, or hav1ng a ﬁmte beglnmng and ﬁrnte end
Examples are a constructron project or a research and development project. (SGL p. IV-7) - . ‘ ‘

May also be known as Customer Orders. Ordets for goods and servrces to be provrded by the agency

Reimbursable order
- to another entity in return for payment. (Common Term)

Requnrements ]FMIP systerns tequirements are elther mandatory or value added The deﬁmt:ons of these two catcgones are:

' mandatory Mandatory requirements describe what the system must do and consists of the minimum
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 compliance with

systems requirements under the Federal Financial Management Improvement Act (FFMIA). These reqmrements

apply to ex1st1ng systems in operation and new systems planned or under development

value-added - Value added reqmrements descrlbe features or characteristics and may consist of any comblnanon
of the following: (1) using state of the art technology, %)) ‘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. 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

e
i

of each agency head . . o
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Appendlx B Summary nf External Repumng Requlrements

Title Form Purpose " chel Basns ... 'Frequency g ~ Guidelines
- Supporting |
P.rogtal.n and informationfor |, . . . ci. o I , .
Financing agen bu dget Appropnatlon/ Cash | Annuall OMB Cir.A-11
Schedule (actual | . | aeeney ~ |Fund Account |- |7 v ‘SGL Crosswalk
-heporton. . R ‘.and status of Appmpnatlon/ Cash/ +*|Monthly/- 'OMB Cir.A-11
Budget - |SFI33° v dgetay Fund Account | o e |SGL Crosswalk
Execiition : S e g ’ Obhgatmn o Final o va
' . | resources . TR L, e
Federal . I .
by ‘Electronic. - SR ” ‘
Agencies; Reporting © | Report data for TFM Bulletin
ived | Reportng o s
Centralized SR consolidation | No. 93-07, Vol
. replace-ment of 4 o ' > YR
Trial- Balance SF220 from FACTS (final
System (FACTS) | St~ C into the U.S. . | Appropriation/ Accriil © | Quarterly/ requirements will
' SF-220-1- . Government . [FundGroup -~ |~ | Annually .- |beissued in‘the
Note: TFM SF-221 Consolidated « - v ' |Treasury ©
BulletinNo.  |SF-222 o, | m;ﬂ |
S ‘Statement
?3-07 schedl'xles and SF-223 iR vl
implementation |
Provides . | P Bulletin
Report on . information for Appropnatlonli ‘ : Quarterly/ 92-04 Bitlk
Guaranteed ‘SF-220-8 | monitoring status | Fund Account, | Accrual - SR C NS
L - : ‘ | Annually Transfer User’s
0ans of guaranteed but cﬁan{va‘ry‘ ! Guide
loans ' )
Provides
Reporton _ | information on A 1_0 Hation/ o Bulk Transfer
po Replaces the status of | PPIOP ‘ ' Quarterly/ Instructional
Receivables Due Fund Account  {Accrual ~ - .
from 'the Public’ SF-220-9 public . . {but cani vary - ... . |Anmally - Workbook™ - -
’ , | receivablesand | L - (March 1994) -
delinquencies T
Reports .
Statement of disbursements, ;“;gdeen;y ocation - | 1 TFM-3300
e. ‘ SF-224 collections,and | . 4 . Cash Monthly Bulk Transfer
Transactions Appropriation/ , .
status of user’s Guide
. Fund Account
collections 4
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Providesan - . | -
analysis of ‘
s - | disbursing - - ..." | Agency location.
Report of : officers’ code and . s :
F-121 ‘ h TFM
Accountability S ? activities in Disbursing Casl , - |Monthly 1 3100
agencies which Offiger '
| do not do their '
" | own disbursing - |
Reports
disbursements o "
o R | and collections in | Agency Location
Statementof . |agencies which. |codeand ° T ' o
o0 | SF-1220 S DA .. |Cash ' - Montht 1TFM 3100-
Tr'ansactmns’ _S do their own Appropna,tl_qn;; N s . on y I ’
' ' disbursing (the | Fund Account v
-counterpart to
SF-224)
Reports financial ‘
Year-end-Closin | (r)i’s::/:lsill;:i‘l?n"s A ’ro 'riétions//. Modified 1TFM2 4200 :
‘ ~ |'TFS-2108 ty’,' pprop "~ |Accrual/Cash/ - | Annually
' g Statement excess/restoratio | Fund Account . _ SGL Crosswalk
Obligation - \
n/transfer of
funds
Trust and
revolving funds, :
Disclosure accounts OMB’s Bulletins
Statement of | statoment of substantially ~_ |onFormand -
Financial N/A .. .... |commercial - |Accrual Annually " | Content of
.. assets, liabilities, | _ . . .
Position ) (Pilot testing Financial
and equity .
agencywide Statements
statements-10
agencies)

o Reports ) L
(S;tat:t:zlr:::n d ' financing sources | Same as the . | OMB’s Bulletins
pe ) - |IN/A and gains against | preceding for Accrual Annually on Form and

Changes in Net _
L expenses, losses, |balance shect Content
Position

and transfers out

=

| 6 S

il b

pid
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Level

' G_uidéline_s'

Title Form Purpose Basis - Frequency
Title Form Purpose Level Basis Frequency Guidelines
Comparison of
Statement of zmtgzﬂums Same as Ac crual/ OMB’s Bulletins
Budget and N/A statements o preceding 6b1' i Annually on Form and
Actual E : igation © = | Conte
ctual Expenses actual amount on |, ‘ et
budget reports
Provide
Information 1099-MISC, Revenue Service Idixr?tiis"llcatidn bash‘”- : i Annuall for forms 1099, |
Returns 1099-G, etc. N y 1098, 5498, and
‘ on payments number : { : ’
W-2G
made or debts v
forgiven
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Appendix G: Review Team Members

KarenClearyAlderman . . . . . . ... .. oo v v JEMIP -
Steve Balsam . . . v . v it e e e e e e e e e e e e e JEMIP
RobertGramling . . . . ... ........ e e e GAO
Jean Holcombe . . . . .. .. ... e o, OMB
SueLatham . . . . . . i i e e e e “GSA
R.SchuylerLesher ... ... ... ... .. . s Interior
Chris Martin. . « . v v v v v v b v e e s v m e v vt e a s o n e e GAO
Bruce Michelson. . . .. . . .. e e e e ... GAO
DennisMitchell . ... . . . o0 v o e JFMIP
ChiquittaPhillips. . . . . . . . oo e GSA
Patrick SMMth. « o e e e e e e Commerce
MonicaTaylor. . . . . ... ... @ e e e e e e Interior
WilliamTopolewski . . . . ..« .. . oo i GSA
Betty White . . . . . e e e e - JEMIP
A GSA

Logistics Management Institute Staff:
Jim Atherton
James Beck
Roy Capozzi
James Catalano, Jr.

Catherine Nelson
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