[image: image3.jpg]




Financial Data in Procurement
Concept of Operations
Version 1.0

December 15, 2008

Table of Contents

1Table of Contents


21   Introduction


22  Data Elements


43   FDIP Concept


64  System Impacts


65  Conclusion




1   Introduction

Historically, the financial line of accounting was carried in contract documents and invoices to ensure accurate payment.  However, this practice has presented data integrity challenges (due to duplicate data entry of the financial information in both the financial and procurement systems) and has limited the visibility of financial data throughout the procurement lifecycle, as major groups of data are required to be passed accurately between systems and process steps to enable traceability.


To improve visibility of financial data and traceability of that data throughout the lifecycle, this Concept of Operations (CONOPS) establishes a standardized set of data elements and related business rules that must be used in the procure to pay business process.  These rules establish the authoritative source of each data element, and establish the bridge data elements which will link the financial and procurement data.  The goals are to:

1. Establish the authoritative source of each required data element

2. Minimize the passing of data from one process step to another or from one system to another

3. Support interoperability between various financial and procurement information systems and business processes

4. Enable end-to-end traceability of financial data elements

In the target state, this will enable the elimination of the line of accounting in contracts.  Contract documentation will carry the Agency Accounting Identifier (AAI) to route transactions with contract information to an accounting system or capability within an integrated system.  Systems with accounting capabilities will establish line item structure through the purchase request at the point of commitment, and will link this information at the point of obligation to the contract line item structure that is received from the contract writing system or capability (CWS).

This data architecture will reduce opportunities for data errors and enhance financial visibility from budget to execution, enable the needed traceability and visibility of resource expenditures, and ensure stewardship of the data elements remains with the appropriate functional organization.

2
Data Elements

DoD has identified and defined the minimum data elements which are required to show traceability through this process.  The goal is to identify the initiation point of each data element where the data must be captured, and then pass only the minimum set of data needed to create traceability to the next process step.   These data elements are defined below:

Traceability Data Elements

1. Procurement Instrument Identification Number (PIIN) – a Procurement Instrument Identification Number (PIIN) is an identifier that consists of 13 alpha-numeric characters grouped to convey certain information. The first six numbers are the DoDAAC; seven and eight are the fiscal year the PIIN was assigned; 9 is a letter representing the instrument type; and 10-13 are the four digit serial number. (see DFARS 204.70)

2. Supplemental Procurement Instrument Identification Number (SPIIN) – a Supplemental Procurement Instrument Identification Number (SPIIN) is an identifier assigned to actions under a PIIN.  This number is used to identify amendments to solicitations, modifications to contracts and agreements, calls or orders under contracts, basic ordering agreements, or blanket purchase agreements. (see DFARS 204.70) Note: if your contract or business process does not require SPIIN as per DFARS guidance, this element is not required to be created or passed.
3. Accounting Classification Reference Number (ACRN) – an Accounting Classification Reference Number (ACRN) is a two position alpha numeric code used as method of relating the accounting data to detailed line item information contained in the schedule.

4. Agency Accounting Identifier – The Agency Accounting Identifier (AAI) is a six character code that identifies the organization responsible for providing field level accounting support within DoD.  This code may be the identification of field sites or unique accounting installation that support the budget execution of a specific base, post, camp, or station.  It will also be used to identify the appropriate accounting system or capability related to a particular contract action.
5. Appropriation Account Information – Appropriation Account information consists of multiple (26) Standard Financial Information System data elements required to identify the proper funding of the request.  Full details can be found on the current SFIS spreadsheet at www.defenselink.mil/dbt/products/SFIS/SFIS_%20Matrix_BEA%205%200.xls under the heading “Appropriation Account Information.”  
6. Contract Line Item Number (CLIN) – a Contract Line Item Number is a four digit number that identifies separately identifiable or deliverable supplies or services. (see DFARS 204.71)

7. Sub Line Item Number (SLIN) – a Sub Line Item Number is a six digit identifier used to identify and distinguish elements of a contract line item. It can be either informational (a not separately deliverable aspect of the line item identified by a two digit numeric suffix to the CLIN) or separately identified for delivery (identified by a two alpha character suffix to the CLIN). (see DFARS 204.71) Note: if your contract or business process does not require SLIN as per DFARS guidance, this element is not required to be created or passed.
8. Exhibit Line Item Number (ELIN) – a Exhibit Line Item Number is a form of separately identifiable line item that may be used instead of putting a long list of contract line items or subline items in the contract schedule. Identified by four alphanumeric characters, except I and O. (see DFARS 204.71)  Note: if your contract or business process does not require ELIN as per DFARS guidance, this element is not required to be created or passed.
9. Purchase Order (PO) Number – a Purchase Order Number is an internal identifier assigned to a set of requirements filled by a contract or other transaction

10. Purchase Order Line Number – a Purchase Order Line Number is an internal identifier assigned by a requiring system to a specific deliverable under a given Purchase Order (PO) Number

11. Purchase Order Funding Line Number - a Purchase Order Funding Line Number is an internal identifier assigned by a requiring system to a line of accounting cited under a given Purchase Order (PO) Line Number

12. Purchase Request Fund ID – a Purchase Request Fund Identification (PR Fund ID) is an internal identifier assigned by a requiring system to a line of accounting cited under a given Purchase Request Line Number

13. Purchase Request Number – a Purchase Request Number is an identifier uniquely assigned by a requiring system to identify a specific set of requirements

14. Purchase Request Line Number – a Purchase Request Line Number is an identifier assigned to a specific requirement within a Purchase Request

15. Invoice Number – an Invoice Number is an identifier assigned by a contractor to uniquely identify an invoice (request for payment) under a contract.
16. Treasury Account Symbol (TAS) – A subset of Appropriation Account information required to identify the proper funding of the request.  These include Department Regular Code (SFIS A1), Department Transfer Code (SFIS A2), Main Account Code (SFIS A3), Sub-Account Code (SFIS A4), and Period of Availability Fiscal Year Date (SFIS A8).  This is the data required by contracting to ensure proper contract set up, including the appropriate uses of money.
The following table illustrates the minimal referential data required for financial visibility and traceability.  Solid circles indicate the initiation point for that data element, open circles indicate that the data element must be carried by that step in the process.  This can be viewed almost as an information exchange matrix, keeping in mind that the steps in the process may be completed within a single system.  The business events described are as follows (we have aligned them with Business Enterprise Architecture processes to provide a common definition):
1. Allotment - BEA Process: Verify Funds Availability 
- This process involves the review of fund (budget authority) balances available for expenditure at a point in time and at a specified level of expenditure authority within an organization. The structuring of allocated budget authority can be aggregated from the lowest to highest levels of accountability to provide funding for a specified organization entity operation, program activity, budget line-item or budget activity assigned the necessary amount of budget authority.
2. Create Purchase Requisition- BEA Process: Certify Funds - The Comptroller or Treasurer certifies that sufficient fund balances exist in the US Treasury for any grouping of authorized expenditure transactions to be submitted for Treasury processing. Accounting for the authorized and confirmed Treasury processed transactions are posted to the general ledger accounts at each stage of authorized expenditure request, obligation, good/services delivery, payable validation/authorization, disbursement and Treasury confirmation.  
3. Award - BEA Process:  Award Contract or Acknowledge Order or Issue Modification - This process involves awarding a mutually agreed upon contract or contract modification to a supplier or acknowledging an intragovernmental order or modification that has already been accepted by the Government supplier. When a contract is awarded, the contract is sent to the supplier and other internal departments for reference. This process initiates the obligation of funds.
4. Record Obligation - BEA Process: Post to General Ledger - The Post to General Ledger Process involves the capturing, summarizing and posting of the financial impact of business events. The core steps performed within this process include capturing the business event, generating the general ledger transaction and posting the transaction.
5. Receive Goods/Services - BEA Process: Acknowledge Goods Tendered or Services Rendered:     This process involves the receipt of verification that goods were tendered or service was rendered, but does not include evaluation of quality or compliance with terms and conditions of the contract or order. This process includes updating shipping information, unloading transport, noting date physically received, verifying with manifest, noting visual condition and item count, and electronic delivery acknowledgement. Acknowledgement of receipt of evidence of performance triggers the clock for constructive acceptance.
6. Receive Payment Request - BEA Process: Manage Supply Chain Entitlement:   This process involves processing a request for payment from vendor, or other party owed by the Government, as a result of having provided material or services to the DoD, including but not limited to payment for contracted goods or services, and miscellaneous payments. The process conducts a two-way or three-way match to validate the payment request. The activity also applies any adjustments to the initial payable for holdbacks, discounts and interest due to the vendor in accordance with the contract and the Prompt Payment Act. Funding availability for payment is verified before a Certified Business Partner Payment is generated and submitted to Disbursing. Information related to disbursements for specific payments and communications with interested parties (i.e., vendor, contract administrator, Treasury Department) are maintained. 
7. Approved Payment Request - BEA Process: Manage Liabilities:  This process describes recognizing and recording amounts owed to federal or nonfederal entities, including individuals, by the Department of Defense based upon physical performance or implied performance. It includes activities related to managing payables and accruals, recording the events related to the receipt of a request for payment; and recording of the other liabilities and the related asset or expense. This process starts with evaluating liability information (by identifying the liability related to accounts payable, and the liability to be accrued). It ends with generating entries to be posted to General Ledger.  
8. Conduct Prevalidation - BEA Process: Prepare Certified Business Partner Payment:  This process involves the preparation of the Certified Business Partner Payment which is sent to Disbursing after being certified by a Certifying Officer in accordance with the Certifying Officer's Legislation. At this point the funds balance within the General Ledger is checked to verify the availability of funds. In the case of Foreign Military Sales, the payment is not released to Disbursing without an Expenditure Authority. The Electronic Funds Transfer information for the vendor, or other party owed by the Government, is also included in the Certified Business Partner Payment, if applicable.
9. Submit Ready to Pay File - BEA Process: Schedule Payment:  
This process schedules a payment date within the constraints of the Prompt Payment Act. Any approved adjustments to the payment are sent to Accounting to updated accounts payable balance and general ledger as appropriate.
10. Receive Treasury Confirmation/Disbursement Record - BEA Process:  Monitor Payment:  This process involves the notification of the vendor, or other party owed by the Government, contract administrator, and accounting functions of any payments made to include the final payment, the cancellation of any payments sent for disbursement, requests for refunds, and re-disbursement or re-calculation of payments returned or rejected by the payee.
	Event or Transaction
	 
	Data Elements

	
	Agency Accounting Identification Code
	Appropriation Acct Info
	Treasury Account Symbol
	PR#, PR Line #, PR Funding Line #
	PIIN, SPIIN*, CLIN, SLIN*, ELIN*, ACRN
	PO#, PO Line #, PO Funding Line #
	Invoice #
	Payment Voucher #
	Check / EFT #

	Allotment
	●
	●
	●
	 
	 
	 
	 
	 
	 

	Create Purchase Requisition
	○
	
	○
	●
	 
	 
	 
	 
	 

	Award
	○
	 
	○
	○
	●
	 
	
	 
	 

	Record Obligation
	○
	○
	○
	○
	○
	●
	 
	 
	 

	Receive Goods/ Services
	
	 
	 
	 
	○
	
	 
	 
	 

	Payment Request
	
	 
	 
	 
	○
	 
	●
	 
	 

	Approved Payment Request
	○
	 
	 
	 
	○
	○
	○
	 
	 

	Prevalidation
	○
	
	
	
	○
	
	○
	
	

	Submit Ready to Pay File
	
	 
	 
	 
	 ○
	 
	○
	●
	 

	Receive Treasury Confirmation-Disbursement Record
	
	 
	 
	 
	○ 
	 
	
	○
	●

	● = Process step is the initiation point of this data element       ○ = Process step must carry/pass this data element    

*Data element required only when used on contract


Figure 1 - Minimum referential data required for financial visibility and traceability

3   FDIP Concept

A high level Concept of Operations diagram below shows the concept through capability interactions throughout the Procure-to-Pay process:
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Figure 2 – High Level Concept


Purchase requisitions (PRs) are forwarded to the contracting capability with complete line item and funding data needed to satisfy the contracting officer’s contract writing responsibilities (including identifying types and uses of funds to create appropriate line item structures).  PRs may be combined or split by contracting into one or more contracts.  The contracting office sends back contract number and contract line item data with indication of which PR line items are satisfied by each line item.  [Please note: In this view, purchase order is defined in terms that are relevant to an ERP – in common parlance this is equivalent to the point of obligation recording.]  (POs) are created with line items to match contract funding line items (CLIN/SLIN/ELIN as applicable based on the contract structure) one-to-one.  The accounting system maintains relationship between PO line item and contract line item data.  The accounting system also relates PO to PR and records obligation.  

The contract is provided to the vendor with line item information and instructions to include contract line item numbers on invoices and packing documents.  The vendor submits invoice through Wide Area Workflow (WAWF) to accounting with contract line item numbers.  Accounting matches the invoice to PO using contract CLINs, SLINs, or ELINs.  Invoice is entitled/prevalidated and voucher with AAI/CLIN-SLIN-ELIN disbursed.  Once paid it is routed to the appropriate accounting system/capability, where disbursement is recorded using AII/CLIN-SLIN-ELIN to identify correct CLIN-SLIN-ELIN on contract and match to PO.

The following picture goes into more detail as to which data elements are passed at each point in the process.
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Figure 3 – Detailed Concept and Data Exchanges


The accounting system (here shown as a target state ERP) sends the PR line item information along with the AAI to the contract writing system.  The contract writing system is responsible for carrying these AAIs through the rest of the process.  The CWS sends back to the accounting system the contract information including the PR information (using the AAI to route the information to the correct system) so that the accounting system can establish the link between its funding information and the contract line item information.  The CWS also sends the contract line item information and the AAI to the Electronic Document Access system (EDA) to be kept in the directory of contracts, and thus available for later steps in the process.  NOTE that in the target view, the contract data passed to EDA does not include line of accounting information.  In the interim, to enable continued operation with legacy systems, EDA will carry this data.

As invoices are submitted to Wide Area Workflow (WAWF), EDA will send the contract line item information and AAI to WAWF.  WAWF will be able to forward performance and any other needed information to the accounting system through use of the AAI.  The entitlement and payment processes will be completed as shown.
4 System Impacts

In accordance with this concept of operations, all requiring systems must send purchase request (PR) elements to the contract writing system.  The contract writing systems will send back information on the related contract line items.  This will be used to create the linkage between contracting and procurement.  All target contract writing systems must be able to capture the Agency Accounting Identifier (AAI), and use it to direct contract action information to the appropriate accounting system.  An AAI to Accounting System table will be hosted at the GEX for routing purposes.

All target financial systems must begin immediately to plan to receive and capture, at the point of obligation, a map from each line of accounting to a unique set of contract data (i.e. Procurement Instrument Identification Number (PIIN) and any line item or exhibit data element).  
A one-to-one relationship must be maintained in the accounting system between the line item identifier and the funding citation (see Defense Federal Acquisition Regulation Supplement Section 204.7107).  

In any future state configuration wherein both the accounting and contract writing capabilities are performed by an integrated system such as an ERP, this ConOps still applies, however, there would be no need for some of the system to system interfaces described above.  All the data that must be resident at each process step is still required, but may be referenceable within the system itself, rather than passed in by an outside source.

In addition, several changes will be needed to the enterprise systems such as EDA and WAWF to enable the capture and passing of these elements.  These changes are summarized in a related action plan, and are being carried out by the Business Transformation Agency under the guidance of DPAP and the Comptroller.


The Procurement Data Standard and the Standard Financial Information Structure are being modified as needed to align with this CONOPS.
5 Conclusion

Implementation of this Concept as described will enable linkage of financial information through the procure-to-pay process from purchase request through payment, using the minimum data elements required and keeping data integrity throughout.  Target requirements, financial, and procurement systems must include any needed requirements into their planning to meet these goals.
�Not sure on this one


�Not sure on this one
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