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FOREWORD

This guide provides a synopsis of Federal requirements for financial management
systems. It was prepared by Defense Finance and Accounting Service (DFAS). The
guide represents a comprehensive compilation of financial management systems
requirements mandated by the Federal Financial Management Improvement Act of 1996.
Requirements contained within this document are applicable to accounting and finance
systems operated and maintained by DFAS as well as “feeder” systems owned by the
military services and DoD component agencies.

The overall purpose of this guide is to help DoD managers comply with a myriad
of financial requirements when planning, designing, enhancing, modifying, and
implementing financial management systems. The guide serves as a “roadmap” to those
Federal requirements by major functional areas. It includes references to the authoritative
sources for the requirements. This document serves only as a guide for managers who are
responsible for financial management systems—managers are still explicitly responsible
for being knowledgeable of the various authoritative sources of financial requirements
(both legislative and regulatory), and complying with the requirements. To assist
managers, we have included in the “Introduction and Overview” internet addresses where
authoritative sources of requirements may be accessed.

This version of the guide incorporates revisions to the authoritative sources up to
and including the release of Financial System Integration Office publication FSIO
OFFM-NO-0106 in January 2006. The initial release of this version of the guide (4.0)
appeared in June 2002. Version 4.1 (October 2002) incorporated a major consistency and
format edit of the document. Subsequent versions contain some minor edits and
corrections. Version 5.0 (September 2006) incorporates major revisions to requirements
for core financial systems to reflect recent changes published by the FSIO in the Core
Financial System Requirements and by the Office of the Under Secretary of Defense
Comptroller in the DoD Financial Management Regulation. It also incorporates updates
to existing requirements. In many cases:

o Existing requirement text has been clarified

0 Redundant or outdated requirements have been deleted

0 Requirement priorities (mandatory or value added) have been updated
o0 New requirements have been added to reflect current business practices

Users of this guide may forward comments and suggested changes to:

Defense Finance and Accounting Service

8899 E. 56 St.

Column D-2(Attn/ DFAS-IN/NRR

Indianapolis, IN 46249

Attn: Requirements Management Division
Compliance Control Testing Team
E-mail ccl-bluebook@dfas.mil

The electronic version may be accessed at http://www.defenselink.mil/dfas/library or via
the DFAS e-Portal..
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SIGNIFICANT REVISIONS AND/OR UPDATES
CONTAINED IN THIS VERSION

Since DFAS first published this guide in January 1998, a number of significant
revisions in financial management systems requirements have occurred. For example,
FSIO has revised and re-issued several of its financial management systems requirements
documents and DoD has revised and re-issued several Department of Defense Financial
Management Regulations (DoDFMR). In addition, OMB has formally published a
number of new SFFASs. Various requirements contained in the three previous versions
of this guide have been deleted since they are no longer contained in current authoritative
pronouncements. In addition, some requirements were quite similar or redundant with
one another — whenever practical, redundant requirements have been merged. Within
this version, we have clearly identified deleted and merged requirements while
maintaining the integrity of assigned requirement numbers.

In this version, we have described these changes for each affected FFMR in an
Appendix, “Description of Requirement Changes.” Additionally, two columns have been
added in each of the requirements chapters. One, labeled “VA”, is used to indicate
“Value Added” Requirements:

V-Value-Added These requirements are to be considered in addition to the
mandatory requirements. (See the section on Mandatory and
Value-Added Requirements later in this introductory chapter.)

The other, labeled “AT” for “Action Taken” documents the
changes from Versions 2 and 3 by labeling the FFMR with one of
the following actions:

A-Added FFMRs  These are new requirements due to revised and updated source
documents.

C-Changed FEMRs These requirements were contained in previous versions, but were
changed for various reasons, as described in the Requirement
Changes Appendix.

D-Deleted FEFMRs  These requirements were removed from this version because they
were no longer required by the source document or were redundant
with another FFMR.

Note: If there is no code in the AT column for an FFMR, it is, by definition, unchanged
from previous versions.
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INTRODUCTION AND OVERVIEW

The Department of Defense (DoD) is one of the largest and most complex
organizations in the world. DoD annually reports hundreds of billions of dollars in assets.
The Department is responsible for liabilities of about $1 trillion dollars. Each fiscal year
DoD recognizes several hundred billion dollars of revenues, financing sources, and
incurred expenses.

The Department, through its military services — the Army, the Navy, the Air
Force, and the Marine Corps—and its combatant commands carries out its mission and
programs on a worldwide basis. The scope of DoD’s operations dwarfs those of most
large corporations and many autonomous countries. All of those activities affect the
department’s financial status. Obviously, it is critical that DoD have high quality
financial management systems, and data from its operational and support systems, to
meet its financial requirement to efficiently and effectively perform its missions.

DoD operates hundreds of automated information systems — financial, non-
financial, and mixed1— in executing its missions and programs. Although the Defense
Finance and Accounting Service (DFAS) is responsible for the majority of the
Department’s finance (i.e. entitlement and disbursing) and accounting systems, DFAS is
not responsible for all of the systems that produce financial management data all of its
accounting systems. Non-DFAS systems that support other functional area, including
acquisition, logistics, property management, and personnel, generate and process a
significant amount of financial data that are ultimately used by the Department for
management, analysis, and financial reporting.

DoD’s auditors, over the past dozen years or so, have issued numerous reports
that criticized DoD’s financial management systems for their inability to capture,
maintain, control, and report reliable and consistent information in a timely manner.
During the last several years, substantial improvement of DoD’s financial management
has been a top priority of the Department’s leadership. DoD’s leaders concluded that the
Department’s financial management deficiencies were more fundamental and entrenched
than previously recognized. The remedy has been the most comprehensive reform of
financial management systems and practices in DoD history.2

A major component of DoD’s reform initiatives is the consolidation and standardization
of finance and accounting systems. The first step was to designate certain existing finance
and accounting systems as migratory systems, into which similar systems (such as
civilian pay, military pay, travel, etc.) were to be consolidated. Simultaneously, DoD
undertook improving accounting systems to make them compliant with generally
accepted accounting principles for Federal agencies. The ultimate goal of the
improvement efforts is to make the accounting systems capable of providing accurate,

1 Mixed systems contain both financial and non-financial data.
2 Annual Report to the President and the Congress, William S. Cohen, Secretary of Defense, April 1997, pg.
95.
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timely, and auditable information to management and decision-makers, including the
Congress.

In order for its accounting systems to produce accurate and auditable information,
DoD needs to enhance many systems other than just the accounting systems. Within the
Department, dozens of systems provide financial data to the DFAS-operated systems.
Much of this data, which flows through a myriad of “feeder systems,” is not under
adequate internal and data controls and does not comply with Federal requirements.
Therefore, the Department has embarked on an effort to bring its critical feeder systems
into compliance with applicable Federal requirements.s

Various laws and regulations provide specific criteria and requirements for
Federal financial management systems. The following are synopses of the major laws and
regulatory sources that materially affect DoD’s financial management systems.

PRINCIPAL STATUTES MANDATING REQUIREMENTS
FOR FINANCIAL MANAGEMENT SYSTEMS

The decade of the 1990s saw a tremendous change in emphasis by the Congress
concerning the Federal government’s financial management operations. No longer is
almost exclusive emphasis on fund control and budget execution the primary driving
force behind agencies’ financial management operations. From late 1990 through 1996,
the Congress passed a number of laws directing agencies to improve their financial
management operations, systems, performance, internal controls, and financial reporting.

Chief Financial Officers (CFO) Act of 1990: The Congress, concerned about the
overall state of financial management within the Federal sector, passed this law (Public
Law 101-576) in November 1990. The Congress’ objectives in passing the act were to: (1)
bring more effective general and financial management practices to the Federal
government; (2) provide for improvements in Federal agencies’ systems of accounting,
financial management, and internal control; and (3) provide for the production of
complete, reliable, timely, and consistent financial information for the use of executive
branch managers and the Congress in financing, managing, and evaluating Federal
programs. This law requires each Federal agency to develop and maintain an integrated
agency accounting and financial management system that includes a financial reporting
capability and adequate internal controls. The system must, among other things, (1)
comply with applicable accounting principles, standards, and requirements, and internal
control standards, and (2) comply with the policies and requirements prescribed by the
Director of the Office of Management and Budget (OMB). The law required, on a pilot
basis, certain agencies (including the Air Force and the Army) to prepare annual
consolidated financial statements and have them audited. The law also required agencies
to prepare, and have audited, financial statements for revolving funds.

3 See the Department of Defense’s Financial Management Improvement Plan, September 1999.

Vi
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Government Performance and Results Act of 1993: In August 1993, the Congress
passed this act (Public Law 103-62) to improve operations, programs, and management

of Federal agencies. By the end of fiscal year 1997, the head of each Federal agency was
to submit to OMB a strategic plan for program activities, including performance goals

and objectives. Annually, beginning in fiscal year 1999, each agency was to present to
OMB a performance plan covering each program activity set forth in the agency’s budget.
No later than March 31, 2000, and annually thereafter, each agency is required to submit
to the President and the Congress a report on program performance for the previous fiscal
year.

Government Management Reform Act of 1994: This law (Public Law 103-356)
expanded the financial statement audit requirements of the CFO Act of 1990 to all “CFO
Act” agencies. This law required the Navy and DoD to prepare, and have audited, their
financial statements for the first time beginning with fiscal year 1996.

Federal Financial Management Act of 1996: This law requires each Federal agency to
implement and maintain financial management systems that comply with applicable
accounting standards and systems requirements. Specifically, agencies’ financial
management systems are to comply substantially with (1) Federal financial management
systems requirements, (2) applicable Federal accounting standards, and (3) the United
States Standard General Ledger (USSGL) at the transaction level. Auditors who conduct
agency financial audits are required to report whether the agency’s financial management
systems substantially comply with the aforementioned requirements. In cases where the
auditors find systems not in compliance with applicable requirements, the auditors are
required to report the entity or organization responsible for the systems not in compliance.
They must also report “all facts pertaining to the failure to comply with the
requirements.”

PRIMARY REGULATIONS AND OTHER GUIDANCE
AFFECTING FINANCIAL MANAGEMENT SYSTEMS

Several agencies and organizations promulgate authoritative regulations and
guidance relative to financial management systems with which Federal agencies are to
comply. Principal among these are OMB, the Department of the Treasury, the General
Accounting Office (GAO), the Financial System Integration Office (FSIO), and the
Federal Accounting Standards Board (FASAB).

Office of Management and Budget: OMB formulates and coordinates management
procedures and program objectives within and among Federal departments and agencies.
Relative to financial management operations and systems, OMB publishes Federal
accounting standards that FASAB has recommended, and which OMB, the Department
of Treasury, and GAO have adopted. In addition, OMB has issued circulars and bulletins
that established financial management requirements with which Federal agencies are to
comply. Principal among these are Circulars A-127, A-123, A-130, and A-11, and
Bulletins 97-01 and 98-08. Circular A-127 prescribes policies and standards for executive
departments and agencies to follow in developing, operating, maintaining, evaluating,

vii
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and reporting on financial management systems. Circular A-123 provides guidance to
Federal managers on improving accountability and effectiveness of programs *and
operations by establishing, assessing, correcting, and reporting on management controls.
Circular A-130 prescribes policies regarding information resource management. Circular
A-11 provides guidance on the preparation and submission of agency budget requests,
including reporting on the agency’s critical financial management systems.

Bulletin 97-01 defines the form and content of Federal agencies’ financial statements
beginning with fiscal year 1998. Bulletin 98-08 provides guidance to Federal agencies’
inspectors general and financial management personnel on complying with the Federal
Financial Management Improvement Act of 1996.

Treasury: The Department of the Treasury publishes various fiscal and accounting
policies and requirements in its Treasury Financial Manual. Treasury provides guidance
on central accounting and reporting, payroll deductions and withholdings, disbursing,
collections. Treasury also officially publishes the US SGL and related information
pertaining thereto.

General Accounting Office: Prior to the establishment of FASAB in 1990, GAO
promulgated accounting standards for the Federal sector. GAO published such standards
in Title 2 o/f GAQO’s Policy and Procedures Manual for the Guidance of Federal
Agencies. However, the adopted Statements of Federal Financial Accounting Standards
(SFFAS) have rendered most of the “Title 2” accounting standards inapplicable. GAO
also establishes certain requirements for financial systems as well as internal control
standards for the Federal government.

Financial System Integration Office: The Financial Systems Integration Office (FSIO)
within the General Services Administration was formerly known as the Joint Financial
Management Improvement Program (JFMIP) staff office. FSIO publishes financial
management systems concepts, framework, and requirements. OMB incorporates FSIO’s
systems concepts and requirements by reference in Circular A-127, thereby making the
concepts and requirements applicable to Federal agencies.

Federal Accounting Standards Advisory Board: In October 1990, the Secretary of the
Treasury, the Director of OMB, and the Comptroller General of the United States
established FASAB to consider and recommend accounting principles for the Federal
government. FASAB recommends accounting standards, which, if accepted by the
Congress and adopted by the Board’s sponsor (OMB, GAO, and Treasury), OMB
publishes.

REQUIREMENTS CONTAINED IN THIS DOCUMENT
The CFO Act specifically requires each Federal agency to develop an integrated
financial management system, which incorporates adequate internal controls and a

financial reporting capability. The system must comply with applicable Federal principles,
standards, and requirements. OMB, in Circular A-127, prescribes the policies and

viil
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standards for agencies to follow in developing, operating, evaluating, and reporting on
financial management systems.

In May 1996, DFAS established the Defense Accounting System Program
Management Office to manage the consolidation, integration, and modernization of
existing DFAS accounting systems. (DFAS has since reconstituted the Program
Management Office as the Systems Integration Directorate.) The scope of the
Directorate’s efforts includes all migratory and legacy accounting systems that DFAS
owns and operates. Except for ensuring that appropriate interfaces are in place, the
Directorate’s responsibility does not extend to the accounting and other financial
management systems owned and operated by the military services and Defense
agencies. However, the Directorate has compiled Federal accounting, financial
management and financial reporting requirements pertaining to those systems and related
accounts. This document represents that compilation.

While this document represents an extensive compilation of Federal requirements
applicable to DoD’s financial management systems, it does not necessarily include all
requirements that pertain to such systems. A myriad of requirements applicable to
Federal financial management systems exists in dozens of different authoritative sources.
This document contains hundreds of requirements promulgated by the central agencies
and DoD. As such, the document represents a valuable tool for systems managers,
operators, programmers, and accountants to use in planning, developing, implementing,
modifying, and evaluating financial management systems. The intent of this document, as
a tool, is to focus management’s attention on the requirements financial management
systems must satisfy. Management, however, is explicitly responsible for being
knowledgeable of the actual laws and regulations and ensuring that their systems comply
with them. Additionally, DoD has published the Department of Defense Financial
Management Regulations, DoD 7000.14-R (DoD FMR), which contains Department-
wide financial management policies and detailed requirements with which components
are to comply. While this guide contains some of the systems requirements stipulated in
the DoD FMR, it does not contain all.

DoD operates hundreds of systems to initiate, process, record, summarize, control,
and report financial transactions and events. Overall, these systems are not integrated and,
in many cases, do not adequately comply with applicable Federal financial management
and accounting requirements. Currently, DoD, primarily through DFAS, has efforts
underway to consolidate and standardize financial operations, systems, and locations.

This compilation of Federal financial management systems requirements will support the
standardization of financial management and accounting operations and enhance
compliance with laws and regulations.

The requirements contained in this document represent specific requirements for
financial management systems arranged by major functional categories. For example,
separate sections cover requirements for general ledger functions, property accounting,
inventory management and accounting, managerial cost accounting, grants, and loans.
This document also provides the authoritative source citation(s) for each requirement.
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The following are the major functional categories of requirements contained in
this document:
. General Ledger
. Financial Reporting
. Property, Plant and Equipment
. Inventory, Operating Materials and Supplies, Stockpile Materials
. Revenue (Including Financing Sources) and Accounts Receivable
. Managerial Cost Accounting
. Human Resources and Payroll
. Funds Control and Budgetary Accounting
. Accounts Payable (Payment Management)
10. Travel
11. Direct Loans
12. Guaranteed Loans
13. Grants
14. Audit Trails and System Controls
15. Seized Assets
16. Benefits

OO ~NO O WN P

ORGANIZATIONAL RESPONSIBILITIES FOR
ENSURING COMPLIANCE WITH REQUIREMENTS

Within DoD, various organizations operate financial management systems. While
in an overall scheme, many of these systems should be linked in an integrated network;
often the systems are “stand-alone” or “stovepiped” systems that are not logically
integrated with other related systems. Critical financial data, instead of being transferred
electronically between systems through well-controlled interfaces, are often transferred
manually by means of journal vouchers, hardcopy spreadsheets, “data calls,” or other
inefficient and error-prone methods.

DFAS operates most DoD’s core accounting systems and prepares the
Department’s various financial statements and reports. Therefore, DFAS is the primary
Departmental entity responsible for general ledgers and financial reporting. (DFAS does
not own nor operate and maintain every accounting system within the Department.)
However, much of the data used by DFAS to carry out DoD’s accounting and financial
reporting functions—such as property and inventory values—originate in non-DFAS
organizations or systems. Therefore, other organizations, primarily the military services
and Defense agencies, should be held responsible for the compliance of their financial
management systems with all applicable Federal requirements.
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Mandatory and Value-Added Requirements

This document follows the FSIO practice of identifying requirements as either

mandatory or value-added. FSIO defines mandatory requirements as follows, “The
mandatory requirements describe what the system must do and consist of the minimum
acceptable functionality necessary to establish a system or are based on Federal laws and
regulations. Mandatory requirements are those against which agency heads evaluate their
systems to determine substantial compliance with system requirements under the FFMIA.
These requirements apply to existing systems in operations and new systems planned or
under development.”

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

Agencies may augment the mandatory requirements with value-added features or
with agency unique requirements, which must be carefully defined to assure consistency
with government-wide standard requirements. Further, each agency must also integrate
the standard requirements with existing systems and with the major program systems that
are unique to the agency.”

In this document, all requirements are mandatory (as defined by FSIO above),
unless specifically identified as value-added; additionally, mandatory requirements
usually use the term “must”. We identify value-added requirements by adding a “v” to
the requirement number; we then extract the requirement and place it in a separate
appendix for the applicable chapter.

Additionally, in keeping with the FSIO practice, value-added requirements usually use
the term “should”. Therefore, it is important that users of this document make this
distinction and not construe “should” as “must”; treat all such value-added requirements
as defined by FSIO above.

Xi
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Legend of Sources of Federal Financial Management System Requirements

Citation

FFEMIA
OMB

Bull. 97-01

Cir A-11

Cir A-11

Cir A-11

Cir A-11

Cir A-11

Document Title/ Web Address

FFMIA of 1996 (P.L. 104.208)
Office of Management and Budget
OMB Home Page
http://www.whitehouse.gov/OMB/

OMB Bulletin
Selected OMB Bulletins

http://whitehouse.gov/OMB/bulletins/index.html

Form and Content of Agency Financial Statements

http://whitehouse.gov/omb/bulletins/full.doc

Technical Amendments to OMB Bulletin 97-01, Form and Content of
Agency Financial Statements

http://whitehouse.gov/OMB/bulletins/97-01.html

OMB Circulars

Table of Contents

http://www.whitehouse.gov/omb/circulars/al1/03toc.html

Part 1- General Information

http://www.whitehouse.gov/omb/circulars/al1/03toc.html

Part 2- Preparation and Submission of Budget Estimates

http://www.whitehouse.gov/omb/circulars/al1/03toc.html

Part 3- Selected Actions Following Transmittal of the Budget

http://www.whitehouse.gov/omb/circulars/al1/03toc.html

Part 4- Instructions on Budget Execution

http://www.whitehouse.gov/omb/circulars/al1/03toc.html

xii

Date of
Document
1996

Oct-96

Nov-98

Jun-06

Jun-06

Jun-06

Jun-06

Jun-06



Citation

Cir A-11

Cir A-11

Cir A-11

Cir A-11

Cir A-11

Cir. A-125

Cir. A-127

Cir. A-130

FSIO

JFMIP-SR-01-04

JFMIP-SR-03-02

DFAS 7900.4G

November 2006
Document Title/ Web Address Date of
Document
Part 5- Federal Credit Programs Jun-06
http://www.whitehouse.gov/omb/circulars/al1/03toc.html
Part 6- Preparation and Submission of Strategic Plans, Annual Jun-06

Performance Plans, and Annual Program Performance Reports

http://www.whitehouse.gov/omb/circulars/al1/03toc.html

Part 7- Planning, Budgeting, Acquisition, and Management of
Capital Assets

http://www.whitehouse.gov/omb/circulars/al1/03toc.html

Part 8- Appendices
http://www.whitehouse.gov/omb/circulars/al1/03toc.html

Capital Programming Guide, Supplement to Part 7 Cir. A-11

http://www.whitehouse.gov/omb/circulars/all/cpgtoc.html

5 CFR 1315: Prompt Payment; Formerly OMB Circular A-125,
Prompt Payment

http://www.fms.treas.qgov/prompt/regs.html

Circular No. A-127 Revised Subject: Financial Management
Systems

http://whitehouse.gov/omb/circulars/al27/al127.html

Circular No. A-130 Revised, (Transmittal Memorandum No. 4),
Subject: Management of Federal Information Resources

http://whitehouse.gov/omb/circulars/al30/al130trans4.html

Financial Systems Integration Office (FSIO)

FSIO Home Page

http://www.fsio.gov/fsio/

FSIO Documents

http://www.fsio.gov/fsio/fsiodata/fsio _systemrequirements.shtml

Framework for Federal Financial Management Systems

http://www.fsio.gov/fsio/download/systemrequirements/0404 Frame

work Final.pdf
Inventory, Supplies and Materials System Requirements

http://www.fsio.gov/fsio/download/systemrequirements/inventory sy
stem_requirements.pdf

Xiii

Jun-06

Jun-06

Jun-06

Sep-99

Jul-93

Nov-00

May-04

Aug-03



Citation

FFMSR-8

OFFM-NO0-0106

JFMIP-SR-99-5

JFMIP-SR-99-8

JFMIP SR-99-9

JFMIP SR-99-14

JFMIP SR-00-01

JFMIP SR-01-01

JFMIP SR-02-01

SR-03-01

SR-02-02

SR-01-1

SR-00-3
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Document Title/ Web Address Date of
Document
System Requirements for Managerial Cost Accounting Feb-98

http://www.fsio.gov/fsio/download/systemrequirements/Mancostsysr

eq.pdf
Core Financial System Requirements

http://www.fsio.gov/fsio/download/systemrequirements/012306 Core
Reguirements.pdf

Human Resources & Payroll Systems Requirements

http://www.fsio.gov/fsio/download/systemrequirements/hrpay.doc

Direct Loan System Requirements

http://www.fsio.gov/fsio/download/systemrequirements/dirloan.doc

Travel System Requirements

http://www.fsio.gov/fsio/download/systemrequirements/Travel syste
m_requirements.doc

Seized Property and Forfeited Assets Systems Requirements

http://www.fsio.gov/fsio/download/systemrequirements/seized.doc

Guaranteed Loan System Requirements

http://www.fsio.gov/fsio/download/systemrequirements/Guarloan.pdf

Benefit System Requirements

http://www.fsio.gov/fsio/download/systemrequirements/benefit syste
m_requirements.doc

Core Financial System Requirements

http://www.fsio.gov/fsio/downloads/systemrequirements/core financi
al requirements.pdf

Revenue Systems Requirements

http://www.fsio.gov/fsio/download/systemrequirements/revenue _syst
em_requirements.pdf

Acquisition/Financial Systems Interface Requirements

http://www.fsio.gov/fsio/download/systemrequirements/acquisition s
ystem_requirements v5 061002.doc

Benefit Systems Requirements
http://www.fsio.gov/fsio/download/systemrequirements/benefit_syste
m_requirements.doc

Grant Financial System Requirements

Xiv

Jan-06

Apr-99

Jun-99

Jul-99

Dec-99

Mar-00

Sept-01

Nov-01

Jan-03

Jun-02

Sep-01

Jun-00
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Date of

Citation Document Title/ Web Address
Document

http://www.fsio.gov/fsio/download/systemrequirements/grants.pdf

SR-00-4 Property Management Systems Requirements Oct-00
http://www.fsio.gov/fsio/download/systemrequirements/PropertyFinal
-pdf

FASAB Federal Accounting Standards Advisory Board

FASAB Home Page

http://www.fasab.gov/

FASAB Standards and Concepts

http://www.fasab.gov/concepts.html

Documents Resulting from the Aug-05
Federal Accounting Standards Advisory Board (FASAB) and

the

Accounting and Auditing Policy Committee (AAPC) Processes
http://www.fasab.gov/pdffiles/listingsofdocs8152005.pdf

Federal Accounting Standards Advisory Board's Statement of
Federal Financial Accounting Concepts

SFFAC-1 Statement of Federal Financial Accounting Concepts Number 1: Sep-93
Objectives of Federal Financial Reporting

http://www.fasab.gov/pdffiles/sffac-1.pdf

SFFAC-2 Statement of Federal Financial Accounting Concepts Number 2: Jun-95
Entity and Display
http://www.fasab.gov/pdffiles/sffac-2.pdf

SFFAC-3 Statement of Federal Financial Accounting Concepts Number 3: Apr-99
Management's Discussion and Analysis

http://www.fasab.gov/pdffiles/sffac-3.pdf
Federal Accounting Standards Advisory Board's Statement of
Federal Financial Accounting Standards

SFFAS-1 Statement of Federal Financial Accounting Standards No 1: Mar-93
Accounting for Selected Liabilities

http://www.fasab.gov/pdffiles/sffas-1.pdf
SFFAS-2 Statement of Federal Financial Accounting Standards No 2: Jul-93
Accounting for Direct Loans and Guarantees

http://www.fasab.gov/pdffiles/sffas-2.pdf
SFFAS-3 Statement of Federal Financial Accounting Standards No 3: Oct-93
Accounting for Inventory and Related Property

http://www.fasab.gov/pdffiles/sffas-3.pdf
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Statement of Federal Financial Accounting Standards No 4: Jul-95
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Federal Government
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Statement of Federal Financial Accounting Standards No 5: Sep-95
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Statement of Federal Financial Accounting Standards No 6: Jun-96
Accounting for Property, Plant, and Equipment (PP&E)
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Accounting for Revenue and Other Financing Sources and Concepts
for Reconciling Budgetary and Financial Accounting

http://www.fasab.qgov/pdffiles/sffas-7.pdf
Statement of Federal Financial Accounting Standards No 7
Implementation Guide

http://www.fasab.gov/pdffiles/impquid7200204.pdf

Statement of Federal Financial Accounting Standards No 8:
Supplementary Stewardship Reporting

http://www.fasab.gov/pdffiles/sffas-8.pdf

Statement of Federal Financial Accounting Standards No 9: Deferral
of Effective Date of Managerial Cost Accounting Standards for the
Federal Government in SFFAS No. 4

http://www.fasab.qgov/pdffiles/9 defs.pdf
Statement of Federal Financial Accounting Standards No 10:
Accounting for Internal Use Software

http://www.fasab.gov/pdffiles/fasab10.pdf

Statement of Federal Financial Accounting Standards No 11:
Amendments to Accounting for Property, Plant & Equipment:
Definition Changes

Amends SFFAS-6 & SFFAS-8

http://www.fasab.gov/pdffiles/sffas6&8.pdf

Statement of Federal Financial Accounting Standards No 12:
Recognition of Contingent Liabilities Arising from Litigation
Amends SFFAS-5

http://www.fasab.gov/pdffiles/sffasno5.pdf
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Statement of Federal Financial Accounting Standards No 13:
Deferral of Para. 65.2-Material revenue-Related Transactions
Disclosures

Amends SFFAS-7

http://www.fasab.gov/pdffiles/sffasno7.pdf

Statement of Federal Financial Accounting Standards No 14:
Amendments to Deferred Maintenance Reporting

Amends SFFAS-6 and SFFAS-8

http://www.fasab.gov/pdffiles/sras14.pdf
Statement of Federal Financial Accounting Standards No 15:
Management's Discussion and Analysis - Standards

http://www.fasab.qgov/pdffiles/15 md&a.pdf

Statement of Federal Financial Accounting Standards No 16:
Amendments to Accounting for Property, Plant & Equipment:
Measurement for Multi-Use Heritage Assets

Amends SFFAS-6 and SFFAS-8

http://www.fasab.gov/pdffiles/sras16.pdf
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Accounting for Social Insurance
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Statement of Federal Financial Accounting Standards No 19:

Mar-01

Technical Amendments to Accounting Standards For Direct Loans
and Loan Guarantees In Statement of Federal Financial Accounting

Standards No. 2

http://www.fasab.gov/pdffiles/sffas-19.pdf
Statement of Federal Financial Accounting Standards No 20:
Elimination of Certain Disclosures

http://www.fasab.gov/pdffiles/stdedition7.pdf

Statement of Federal Financial Accounting Standards No 21:
Reporting Corrections of Errors and Changes in Accounting
Principles

http://www.fasab.gov/pdffiles/sffas21.pdf
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Statement of Federal Financial Accounting Standards No 22: Oct-01

Change in Certain Requirements for Reconciling Obligations and
Net Cost of
Operations

http://www.fasab.qgov/pdffiles/sffas-22.pdf

Statement of Federal Financial Accounting Standards No 23:
Eliminating the Category National Defense Property,

Plant, and Equipment

http://www.fasab.qov/pdffiles/sffas-23.pdf

Statement of Federal Financial Accounting Standards No 24:
Selected Standards for the Consolidated Financial Report

of the United States Government

http://www.fasab.qov/pdffiles/sffas-24.pdf

Statement of Federal Financial Accounting Standards No 25:
Reclassification of Stewardship Responsibilities and Eliminating the
Current Services Assessment

http://www.fasab.gov/pdffiles/sffas-25.pdf

Statement of Federal Financial Accounting Standards No 26:
Presentation of Significant Assumptions for the Statement of
Social Insurance: Amending SFFAS 25

http://www.fasab.qov/pdffiles/sffas-26.pdf
Statement of Federal Financial Accounting Standards No 27:
Identifying and Reporting Earmarked Funds

http://www.fasab.gov/pdffiles/sffas-27.pdf

Statement of Federal Financial Accounting Standards No 28:
Deferral of the Effective Date of Reclassification of the Statement of
Social Insurance: Amending SFFAS 25 and 26

http://www.fasab.qov/pdffiles/sffas-28.pdf
Statement of Federal Financial Accounting Standards No 29:
Heritage Assets and Stewardship Land

http://www.fasab.gov/pdffiles/sffas_29.pdf

Statement of Federal Financial Accounting Standards No 30: Inter-
Entity Cost Implementation Amending SFFAS 4, Managerial Cost
Accounting Standards and Concepts

http://www.fasab.gov/pdffiles/sffas30aug2005.pdf
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Treasury Financial Manual Home Page
http://www.fms.treas.gov/tfm/index.html
Treasury Financial Manual - Volume 1 Aug-04
http://www.fms.treas.gov/tfm/voll/index.html
Treasury Financial Manual - Volume 2
U.S. Standard General Ledger Apr-06
http://www.fms.treas.gov/ussgl/
Final Federal Account Symbols and Titles: The FAST Book Aug-06
http://www.fms.treas.gov/fastbook/
Code of Federal Regulations-Title 5- Administrative Personnel Dec-2000

http://www.washingtonwatchdog.org/documents/cfr/title5/part1315.ht
ml

DoD Financial Management Regulation
DoDFMR Homepage
http://www.dtic.mil/comptroller/fmr/

DoDFMR Recently Published Changes
http://www.dtic.mil/comptroller/fmr/change.html

GENERAL FINANCIAL MANAGEMENT INFORMATION, SYSTEMS
AND REQUIREMENTS

http://www.dtic.mil/comptroller/fmr/01/index.html

BUDGET FORMULATION AND PRESENTATION (CHAPTERS 1-3)

http://www.dtic.mil/comptroller/fmr/02a/index.html

BUDGET FORMULATION AND PRESENTATION (CHAPTERS 4-
19)

http://www.dtic.mil/comptroller/fmr/02b/index.html

BUDGET EXECUTION - AVAILABILITY AND USE OF
BUDGETARY RESOURCES

http://www.dtic.mil/comptroller/fmr/03/index.html

ACCOUNTING POLICY AND PROCEDURES
http://www.dtic.mil/comptroller/fmr/04/index.html

DISBURSING POLICY AND PROCEDURES
http://www.dtic.mil/comptroller/fmr/05/index.html

REPORTING POLICY AND PROCEDURES
http://www.dod.mil/comptroller/fmr/06a/index.html
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FORM AND CONTENT OF THE DEPARTMENT OF DEFENSE Jan-06
AUDITED FINANCIAL STATEMENTS
http://www.dod.mil/comptroller/fmr/06b/index.html
MILITARY PAY POLICY AND PROCEDURES - ACTIVE DUTY Aug-06
AND RESERVE PAY
http://www.dod.mil/comptroller/fmr/07a/index.html
MILITARY PAY POLICY AND PROCEDURES - RETIRED PAY Jul-06
http://www.dod.mil/comptroller/fmr/07b/index.html
SPECIAL MILITARY PAY/PERSONNEL PROGRAMS AND
OPERATING PROCEDURES
http://www.dtic.mil/comptroller/fmr/07c/index.html
CIVILIAN PAY POLICY AND PROCEDURES Mar-06
http://www.dtic.mil/comptroller/fmr/08/index.html
TRAVEL POLICY AND PROCEDURES Aug-06
http://www.dtic.mil/comptroller/fmr/09/index.html
CONTRACT PAYMENT POLICY AND PROCEDURES Dec-05
http://www.dtic.mil/comptroller/fmr/10/index.html
REIMBURSABLE OPERATIONS, POLICY AND PROCEDURES Dec-05
http://www.dtic.mil/comptroller/fmr/11a/index.html
REIMBURSABLE OPERATIONS, POLICY AND PROCEDURES- May-05
WORKING CAPITAL FUNDS (WCF)
http://www.dtic.mil/comptroller/fmr/11b/index.html
SPECIAL ACCOUNTS, FUNDS AND PROGRAMS Mar-06
http://www.dtic.mil/comptroller/fmr/12/index.html
NONAPPROPRIATED FUNDS POLICY AND PROCEDURES Jan-04
http://www.dtic.mil/comptroller/fmr/13/index.html
ADMINISTRATIVE CONTROL OF FUNDS AND ANTIDEFICIENCY  Aug-06

ACT VIOLATIONS
http://www.dtic.mil/comptroller/fmr/14/index.html
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SECURITY ASSISTANCE POLICY AND PROCEDURES Aug-04
http://www.dtic.mil/comptroller/fmr/15/index.html
DoD Directives
DoD Directive 5200.28: Security Requirements for Automated Mar-88

Information Systems
http://www.fas.org/irp/doddir/dod/d5200 28.htm

DoD Directive 8000.1 Management of DoD Information Resources
and Information Technology

http://www.dtic.mil/whs/directives/corres/html/80001.htm

DoD Instructions

DoD Instruction 5200.40 DoD Information Technology Security
Certification and Accreditation Process (DITSCAP)

http://www.dtic.mil/whs/directives/corres/html/520040.htm

DoD Publications

DoD 5000.2-R Mandatory Procedures for Major Defense Acquisition
Programs (MDAPS) and Major Automated Information System
(MAIS) Acquisition Programs

http://akss.dau.mil/dag/DoD5002/Subject.asp

United States Code

U.S. Code Home Page

http://www4.law.cornell.edu/uscode

U.S. Code Title 5 - Government Organization and Employees

http://www4.law.cornell.edu/uscode/5/
Deductions, Contributions, and Deposits
http://www4.law.cornell.edu/uscode/5/8334.html

Definitions
http://www4.law.cornell.edu/uscode/5/8701.html

Contributions
http://www4.law.cornell.edu/uscode/5/8906.html

General Accounting Office

http://www.gao.gov/special.pubs/ail2.19.6.pdf#search=%22Federal
%20Information%20System%20Controls%20Audit%20Manual%20(

FISCAM)%22
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Defense Finance and Accounting Service

Chapter 1

General Ledger

Introduction

The general ledger, as the central function of a core financial system, is the
highest level of summarization within the system. The general ledger provides financial
accountability for budgetary resources, stewardship over assets, reporting of cash/fund
resources, and visibility of total costs. The general ledger maintains account balances by
fund structure and individual general ledger accounts. All transactions to record financial
events shall be posted, either individually or in summary, to a general ledger regardless of
the origin of the transaction.

Subsidiary ledgers at various levels of detail support the general ledger. Such
subsidiary ledgers may be maintained in the core financial system or in other systems.
For example, detailed property records supporting the equipment account in the general
ledger may be maintained in a system devoted to controlling and maintaining equipment.

The U.S. Government Standard General Ledger (U.S. SGL), under VVolume | of
the Treasury Financial Manual (TFM) Supplement Number 2, provides a uniform Chart
of Accounts to be used in standardizing federal agency accounting which supports the
preparation of standard external reports required by central agencies. The OMB Circular
A-127, "Financial Management Systems," and the Federal Financial Management
Improvement Act of 1996 (FFMIA) require implementation of the U.S. SGL at the
transaction level throughout an agency's financial management systems. The U.S. SGL is
composed of five major sections: (1) Chart of Accounts, (2) Account Definitions, (3)
Accounting Transactions, (4) Data Elements, and (5) Report Crosswalks. Those federal
executive agencies that serve on the U.S. SGL Board maintain the Chart of Accounts and
Account Definitions. The FMS publishes the five sections of the U.S. SGL in the TFM
and posts them on the Internet at: http://www.fms.treas.gov/ussgl.

The general ledger, as the ultimate overall control for capturing the effects of all
financial eventst, ensures that debits equal credits for every recorded transaction in a
single journal entry. The general ledger maintains accounts for assets, liabilities, equity,
revenues, expenses, gains, losses, budgetary data, and “memorandum” information.

The general ledger defines the chart of accounts and transaction posting rules. It is used
to update multiple accounts, including budgetary and proprietary accounts, for a single
transaction or financial event. It provides for entering journal entries to post transactions,
record account adjustments, and perform periodic closings. The general ledger is used as
a primary source, to produce essential amounts for financial reports.

1 A financial event is any event initiated or caused by either the agency or forces outside the agency that has financial consequences to
the agency or Federal government. Generally, the consequences of financial events are recorded on the agency’s financial records.
Payments of debts, collection of receivables, receipt of appropriations, incurrence of potential liabilities, signing of contracts, ordering
goods or services use of resources, incurrence of costs and the passage of time are all examples of financial events.
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General Ledger

1. Maintain Chart of Accounts
2. Maintain Transaction Posting Rules

3. Record Journal Entries

4. Post Transactions to Update the General Ledger
5. Perform Periodic General Ledger Postings

Value
Added?

Change

Req. ID Type

Requirement

Source (8)

01 Maintain Chart of Accounts

01.01.01 c
01.01.02
01.01.03
01.01.04 Cc
01.01.05 A
01.01.06
01.01.07 D
01.01.08 Cc

To support the General Ledger Account Definition process, the
Core financial system must provide automated functionality to
maintain a chart of accounts consistent with the U.S. SGL Chart
of Accounts, including the proprietary, budgetary, and
memorandum accounts, basic numbering structure, and account
titles.

The system must be able to record financial events throughout
the financial management system applying the requirements of
the USSGL at the transaction level. The system must also ensure
that: (1) data in financial reports is consistent with the USSGL;
(2) Transactions recorded are consistent with USSGL posting
rules, (3) supporting transaction detail for USSGL accounts are
readily available.

Version 2 - This requirement combined with 01.01.01

To support the General Ledger Account Definition process, the
Core financial system must provide automated functionality to
maintain an association between the chart of accounts and valid
attribute domain values used for Treasury reporting (e.g., FACTS
I, FACTS Il and GFRS reporting). These proprietary and
budgetary sets of general ledger accounts must be self-balancing
(the total debits equals the total credits).

The system's set of budgetary accounts (USSGL 4000 series of
accounts) must cover the appropriation, reimbursement,
apportionment, allocation, commitment, obligation, and
expenditure processes.

The system design must reflect an agency-wide financial
information classification structure that is consistent with the
USSGL, provide tracking of specific program expenditures, and
cover financial and financially related information.

Version 5 - This requirement deleted

To support the Accounting Classification Management process,
the Core financial system must provide automated functionality
to maintain a TAS structure that includes the following
components defined by Treasury and OMB:

1-2

FSIO
OFFM-NO-
0106, req.
GLA-01

OMB
Circular A-
127, 7C; |
TFM S2

FSIO
OFFM-NO-
01086, req.
GLA-02

"DoDFMR,"
Volume 01,
Chapter 07,
070503

OMB
Circular A-
127, 7A

FSIO
OFFM-NO-
0106,
req.SMA-09
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* Subclass
» Agency code
* Hyphen (when co-owner is not null)
* Transfer agency
* Fiscal year (period of availability)
* Main account number
* Sub-account symbol.
01.01.09 The system must provide the capability to record and report DoDFMR,
financial management data in the same manner throughout the Volume 01,
DoD Component reporting entity using uniform definitions. Chapter 02,
Addendum
1.D
01.01.10 C To support the General Ledger Account Definition process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
Define specific GL accounts as control accounts for purposes of 0106, req.
tracking activity in subsidiary ledgers. GLA-03
01.01.11 To support the General Ledger Account Definition process, the "DoDFMR,"
Core financial system must provide automated functionality to Volume 01,
define agency-specific GL sub-accounts that summarize to U.S. Chapter 02,
SGL accounts. 020206 A;
FSIO
OFFM-NO-
0106, req.
GLA-04
01.01.12 C To support the Accounting Classification Management process, FSIO
the Core financial system must provide automated functionality OFFM-NO-
to add, change, or deactivate elements of the accounting 0106,
classification structure and define valid ACE values without req.SMA-05
programming changes (e.g., through online table updates).
01.01.13 D Version 5 - This requirement deleted
01.01.14 Version 3 - This requirement deleted
01.01.15 D Version 5 - This requirement deleted
01.01.16 D Version 5 - This requirement deleted
01.01.17 C To support the Treasury Information Maintenance process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
maintain multiple ALCs and capture the ALC on all transactions 0106,
that impact the Fund balance with Treasury (FBWT) and are req.FBA-01
reported to Treasury on the FMS 224, Partial 224, or through the  and FBA-07
GWA system
01.01.18 C To support the Accounting Classification Management process, FSIO
the Core financial system must provide automated functionality OFFM-NO-
to maintain an object class structure consistent with the standard 0106,
object class codes defined in OMB Circular A-11. Accommodate  req.SMA-12

additional (lower) levels in the object class structure, e.g., by
establishing parent child relationships.

1-3



DFAS 7900.4G

November 2006
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01.01.19 C To support the Transaction Definition process, the Core financial FSIO
system must provide automated functionality to record like OFFM-NO-
accounting events consistently using standard transactions. 0106,
Standard transactions must specify the general ledger account req.GLB-01
postings, and update document balances and any related tables and GLB-03
(e.g. available funding) and define standard transactions that
include proprietary, budgetary and memorandum accounts

01.01.20 C The system must provide the capability to differentiate between OoMB
unexpired, expired and canceled funds, and be capable of Circular A-
providing edit checks to post budgetary transactions, such as 11, Part 4; |
obligations and recoveries of prior-year obligations, in TFM S2,
accordance with the provisions of OMB Circular A-11, Part 4 Part 111
and USSGL posting rules displayed in Section 111 of the USSGL.

01.01.21 D Version 5 - This requirement deleted

01.01.22 To support the Accounting Classification Management process, FSIO
the Core financial system must provide automated functionality OFFM-NO-
to provide the capability to derive the full accounting 01086, req.
classifications from abbreviated user input so that user input is SMA-04
minimized,
data entry is made easier, and errors are controlled and reduced.

Examples of methods include entering "shorthand codes,” using a
keyboard function to look up additional elements, "clicking" on a
"pop-up menu," and scanning a bar code.

01.01.23 Version 4 - This requirement deleted

01.01.24 C To support the General Ledger Account Definition process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
add, change or de-activate accounts in the chart of accounts 0106,
without programming changes. req.GLA-07

01.01.25 Y C To support the Document and Transaction Control process, the FSIO
Core financial system should provide automated functionality to ~ OFFM-NO-
validate that duplicate documents are not recorded, e.g., by 0106, req.
editing document numbers or storing additional information that ~ SMB-06
make the document number unique (as in date stamp on a utility
bill).

01.01.26 Y C To add value to the Disbursing process, the Core financial system FSIO
should provide automated functionality to Calculate paymentsto ~ OFFM-NO-
foreign vendors based on current exchange rates. 01086, req.

PMD-57

01.01.27 C To support the Accounting Classification Management process, FSIO
the Core financial system must provide automated functionality OFFM-NO-
to capture an effective date for accounting classification structure 0106, reqg.
and valid value changes. Activate or deactivate accounting SMA-06
classification changes based on effective date.

01.01.28 C To support the General Ledger Update and Editing process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
prevent transactions from posting to general ledger accounts that 01086,
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have been de-activated. req.GLC-07

01.01.29 Y C To add value to the Document and Transaction Control process, FSIO
the Core financial system should provide automated functionality =~ OFFM-NO-
to record transactions in both foreign currency and U.S. dollars in 0106, req.
all Core system modules. SMB-34

01.01.30 A To support the Audit Trails process, the Core financial system FSIO
must provide automated functionality to generate an audit trail of OFFM-NO-
all accounting classification structure additions, changes and 0106,
deactivations, including the effective dates of the changes. req.SME-04

01.01.31 A The system must provide the capability to include adequate DoDFMR,
controls to promote the accuracy of the accounts and the data Volume 01,
produced from the accounts and create additional sub-accountsto  Chapter 02,
the USSGL for agency specific tracking and control that will 020206A
summarize to the appropriate USSGL accounts.

01.01.32 A To support the General Ledger Account Definition process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
accommodate an additional 2 digits beyond the U.S. SGL 0106,
account for agency-specific GL sub-accounts. req.GLA-05

01.01.33 A To support the General Ledger Account Definition process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
define agency-specific memorandum accounts in the chart of 0106, req.
accounts. GLA-06

01.01.34 A To support the General Ledger Account Definition process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
deliver the Core financial system software populated with the 01086, req.
current published values for the U.S. SGL chart of accounts. GLA-09

01.01.35 A To support the General Ledger Account Definition process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
deliver the Core financial system software populated with the 0106, req.
current published values for the FACTS Il attributes. GLA-10

01.01.36 A To support the Transaction Definition process, the Core financial FSIO
system must provide automated functionality to define standard OFFM-NO-
transactions that derive general ledger postings based on 0106,
accounting classification elements or other document data req.GLB-05
elements.

01.01.37 A To support the General Ledger Update and Editing process, the JFMIP SR-
core financial system must provide automated functionality to 02-01, req.
update general ledger control accounts consistent with postings GLC-06
made to subsidiary ledgers. Prevent transactions from posting
that would cause the general ledger control accounts to be out-of-
balance with the subsidiary ledgers.

01.01.38 A To support the Treasury Information Maintenance process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
define an ALC as a GWA reporter or a non-GWA reporter. 01086, req.

FBA-02
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01.01.39 A To support the Treasury Information Maintenance process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
define an ALC's Business Activity as: 01086, req.
 IPAConly FBA-04
«  CASHLINK Il only
e TDO Payments only
* IPAC and CASHLINK II
. IPAC and TDO payments
*  TDO payments and CA$SHLINK I1
. IPAC, CASHLINK Il, and TDO payments.
02 Maintain Transaction Posting Rules
01.02.01 D Version 5- This requirement deleted
01.02.02 The system must be designed to provide for effective and OMB
efficient interrelationships between software, hardware, Circular A-
personnel, procedures, controls, and data contained within the 127, 7B
system. It must have the characteristics, including common data
elements, common transaction processing, consistent internal
controls, and efficient transaction entry.
01.02.03 C To support the General Ledger Update and Editing process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
update all general ledger account balances (i.e., budgetary, 0106,
proprietary and memorandum accounts) based on a single input req.GLC-01
transaction.
01.02.04 C To support the Transaction Definition process, the Core financial FSIO
system must provide automated functionality to define the OFFM-NO-
general ledger account postings used in a standard transaction. 0106,
req.GLB-02
01.02.05 D Version 5 - This requirement deleted
01.02.06 C To support the Document Referencing and Modification process, OMB
the Core financial system must provide automated functionality Circular A-
to update the balance of open documents by accounting line item 127, 7C; |
as they are referenced by subsequent documents in the processing TFM S2;
chain. For example, reduce commitments when referenced by FSIO
obligations, reduce obligations when referenced by expenditures, OFFM-NO-
reclassify obligations when referenced by advances, reduce 0106,
accounts receivable when referenced by collections. req.SMC-02
01.02.07 Version 3 - This requirement deleted
01.02.08 The system must be able to meet the agency financial OoMB
management reporting and the performance measures Circular A-
requirements. 127, 7E
01.02.09 Version 4 - This requirement deleted
01.02.10 C To support the Transaction Definition process, the Core financial ~FSIO
system must provide automated functionality to define edit rules ~ OFFM-NO-
for standard transactions to require, prohibit, or set a default 0106,

1-6



DFAS 7900.4G

November 2006
Value Change .
Reg. ID Added?  Type Requirement Source (S)
value for accounting classification elements. req.GLB-06
01.02.11 C To support the System-Generated Transactions process, the Core  FSIO
financial system must provide automated functionality to process OFFM-NO-
future date transactions in subsequent accounting periods (i.e., 0106,
when the specified transaction dates are reached). The system req.SMD-03
must also provide automated functionality to validate the
transaction upon initial entry and re-validate the transaction at the
point it is recorded.
01.02.12 C To support the Document and Transaction Control process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
validate transactions that would post to U.S. SGL accounts (e.g., 0106, req.
borrowing authority, contract authority, or investments) to ensure  SMB-32
that the associated fund code is designated as having the
appropriate RT7 code.
01.02.13 C To support the Treasury Information Maintenance process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
maintain valid TAS/BET (TAS = Treasury Account 01086, req.
Symbol)/(BETC = Business Event Type Code) as provided by FBA-08
Treasury’s SAM for classification of the agency’s FBWT
transactions in the GWA (Governmentwide Accounting) system.
01.02.14 A To support the Document and Transaction Control process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
allow users to select suspended and held documents for continued 01086,
processing. req.SMB-16
01.02.15 A To support the Transaction Definition process, the Core financial FSIO
system must provide automated functionality to define up to 10 OFFM-NO-
debit and credit pairs in a single standard transaction. 0106,
req.GLB-07
01.02.16 A To support the General Ledger Update and Editing process, the FSIO
Core financial system must provided automated functionality to OFFM-NO-
validate U.S. SGL attributes on transactions (whether entered or 0106, req.
derived) prior to the posting. GLC-03
01.02.17 A The system must identify those transactions which would be "DoDFMR,"
eliminated for both intra-agency and interagency consolidations.  Volume 1,
Chapter 2,
Addendum
2B.4
03 Record Journal Entries
01.03.01 Version 3 - This requirement deleted
01.03.02 C To support the General Ledger Update and Editing process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
prevent transactions from posting that would cause general ledger 0106,
debits and credits to be out-of-balance at any level of the req.GLC-04

agency’s accounting classification structure specified on a
transaction.
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01.03.03 Version 3 - This requirement deleted
01.03.04 C The system must ensure that simultaneous entries are made to "DoDFMR,"
budgetary accounts and proprietary accounts to record the Volume 01,
following budgetary and proprietary accounting relationships: 1)  Chapter 07,
Budget Authority (070701), 2) Delivered Orders Unpaid 0707; 1
(070702), 3) Delivered Orders Paid (070703), 4) TFM S2-00-
Reimbursements Earned but Uncollected (070704), 5) 01, Section
Reimbursements Earned and Collected (070705) i
01.03.05 Version 3 - This requirement deleted
01.03.06 Version 4 - This requirement deleted
01.03.07 C To support the System-Generated Transactions process, the Core  FSIO
financial system must provide automated functionality to OFFM-NO-
generate recurring entries and reversals in future accounting 0106,
periods (e.g., payroll and travel accruals), when the specified req.SMD-02
transaction dates are reached. This is to include entries that cross
fiscal years.
01.03.08 Version 3 - This requirement deleted
01.03.09 Version 3 - This requirement deleted
01.03.10 The system must provide the capability to automatically generate  "DoDFMR,"
selected recurring accrual entries and reversals in subsequent Volume 01,
accounting periods (e.g., payroll accrual). Chapter 02,
App. 2B5
01.03.11 The system must be able to provide for the automatic generation  "DoDFMR,"
of recurring month-end and year-end closing entries and Volume 01,
automated rollover of the general ledger account balances. Chapter 02,
App. 2 Bl
01.03.12 A To support the General Ledger Update and Editing process, the FSIO
Core financial system must provided automated functionality to OFFM-NO-
prevent transactions from posting that would cause general ledger 01086,
debits and credits to be out of balance within the proprietary, req.GLC-05
budgetary, or memorandum accounts. Proprietary, budgetary,
and memorandum accounts must each be self-balancing.
04 Post Transactions to Update the General Ledger
01.04.01 C To support the Transaction Definition process, the Core financial ~ FSIO
system must provide automated functionality to define standard OFFM-NO-
transactions consistent with U.S. SGL posting rules. 0106,
req.GLB-04
01.04.02 Version 4 - This requirement deleted
01.04.03 Version 4 - This requirement deleted
01.04.04 The system must distinguish between entity and non-entity SFFAS-1,
assets. 26;
"DoDFMR,"
Volume 4,
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Chapter 1,
010103
01.04.05 The system must distinguish between, and allow for the proper SFFAS-1,
reporting of, entity cash, nonentity cash, and restricted cash. 28-30;
"DoDFMR;"
Volume 4,
Chapter 1,
010103 and
010303,
Chapter 2,
020102 B. 3
01.04.06 The system must recognize and record investments by DOD SFFAS-1,
components in U.S. Treasury securities in accordance with 62-73;
Statement of Federal Financial Accounting Standards (SFFAS) 1. "DoDFMR,"
Volume 4,
Chapter 7,
070203 and
070204
01.04.07 C To meet Ad Hoc Query requirements, the Core financial system FSIO
must deliver an on-line “drill-down” capability from summary OFFM-NO-
amounts in queries to supporting detail records. 0106, req.
TLJ-07
01.04.08 C To support the Document and Transaction Control process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
capture the following dates on all transactions: 01086, req.
» Transaction date - The date a transaction is effective in the SMB-33
general ledger (i.e., the date a financial event is recognized).
« System date - The actual date a transaction is processed by the
system. This date is assigned by the computer and may not be
modified.
01.04.09 C To support the Document and Transaction Control process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
derive the default transaction date from the current system date 0106, req.
and capture an agency-specified transaction date (i.e., allow the SMB-26
agency to override the default transaction date with a date inany  and SMB-
open accounting period) 28
05 Perform Periodic General Ledger Postings
01.05.01 C To support the Accounting Period Maintenance and Closing FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to record transactions to any open accounting 01086, req.
period. Provide the option to keep multiple accounting periods GLF-02;
(minimum of 3) open simultaneously. "DoDFMR,"
Volume 01,
Chapter 02,
Addendum
2,B.2.
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01.05.02 C To support the Accounting Period Maintenance and Closing FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to record transactions to the current and prior fiscal 0106, req.
year (i.e., until the closing process is complete). To support the GLF-08;
General Ledger Analysis and Reconciliation process, the Core "DoD
financial system must provide automated functionality to query FMR,"
general ledger account balances. Parameters include beginning Volume 01,
and ending accounting period, and TAS or internal fund code. Chapter 02,
Result is beginning account balances, period activity, and ending ~ Addendum
account balances for the period and TAS, or internal fund code, 2,B. 2.
specified. Drill-down from period activity to supporting general
ledger transactions; from general ledger transactions to
supporting documents; and from supporting documents to other
documents in the document chain.

01.05.03 Version 3 - This requirement deleted

01.05.04 C To support the Accounting Period Maintenance and Closing FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to provide a year-end closing process that records 0106, req.
U.S. SGL prescribed closing entries in accounting periods GLF-05
separate from other accounting periods.

01.05.05 C To support the Accounting Period Maintenance and Closing FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to close accounting periods and prevent the posting 0106, req.
of new transactions to any closed period, generate trial balances GLF-03
that support the review of the closing process run in trial/test
mode, and Derive an accounting period’s opening balances based
on the prior accounting period’s closing balances at the U.S. SGL
attribute level. The opening of general ledger account balances
must maintain the U.S. SGL attribute information required to
satisfy FACTS I, FACTS Il, and GFRS reporting requirements.

01.05.06 C To support the Accounting Period Maintenance and Closing FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to perform multiple closings in a trial/test mode so 01086, req.
that users can review the closing results, clear the closing entries ~ GLF-06;
and re-run the closing process. This functionality must be "DoDFMR,"
available for both “pre-closing” entries and “closing” entries. Volume 01,

Chapter 02,
Addendum
2,B.3

01.05.07 C To support the Financial Reporting process, the Core financial FSIO
system must provide automated functionality togenerate a trial OFFM-NO-
balance report. Parameter is the accounting period. Result is a 01086, req.
report providing the following amounts for each general ledger GLG-04 and
gaccount: GLG-05

* Beginning balance for the accounting period

» Total amount of debits for the accounting period

* Total amount of credits for the accounting period

» Cumulative ending balance for the accounting period.

1-10



DFAS 7900.4G
November 2006

Value Change

R Added? Type

Requirement Source (S)

Provide the option to select whether general ledger account
balances are rolled up to the TAS level, internal fund level, or
organization level, and also whether they are displayed at the GL
sub-account level (actual accounts used for posting transactions)
or the U.S. SGL account level. Sub-totals for beginning balance,
accounting period activity, and ending balance columns must be
provided after each change in organization, internal fund and
TAS on the report. The report must include the balances of all
funds and all fiscal years maintained by the agency.

The system must generate a FACTS | trial balance report.
Parameter is the accounting period. Result is a report displaying
the following balances for each U.S. SGL account or U.S. SGL
account and attribute combination:

. Beginning balance for the accounting period

. Total amount of debits for the accounting period

. Total amount of credits for the accounting period

. Cumulative ending balance for the accounting period.
Provide the option to specify whether general ledger account
balances are rolled up to the TAS level, internal fund level, or
organization level The report must include all general ledger
accounts (both FACTS I accounts and non-FACTS | accounts).
FACTS I accounts must be displayed at the U.S. SGL and
attribute level (l.e. separate amounts should be displayed when
there is more than one attribute value within an U.S. SGL
account). Non-FACTS | accounts must be displayed at the U.S.
SGL account level. Subtotals for beginning balance, accounting
period activity, and ending balance columns must be provided
after each change in TAS, internal fund, and organization on the
report. The system must generate a FACTS Il trial balance
report. Parameter is the accounting period. Result is a report
displaying the following balances for each U.S. SGL account or
U.S. SGL account and attribute combination:

. Beginning balance for the accounting period

. Total amount of debits for the accounting period

. Total amount of credits for the accounting period

. Cumulative ending balance for the accounting period.
Provide the option to specify whether general ledger account
balances are rolled up to the TAFS level, internal fund level, or
organization level. The report must include all general ledger
accounts (both FACTS Il accounts and non-FACTS Il accounts).
FACTS Il accounts must be displayed at the U.S. SGL and
attribute level (i.e., separate amounts should be displayed when
there is more than one attribute value within a U.S. SGL
account). Non-FACTS Il accounts must be displayed at the U.S.
SGL account level. Subtotals for beginning balance, accounting
period activity, and ending balance columns must be provided
after each change in TAFS, internal fund, and organization on the
report.

01.05.08 C To meet Ad Hoc Query requirements, the Core financial system FSIO
must deliver capability to access current year and historical OFFM-NO-
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financial data. 0106, req.
TLJ-10
01.05.09 The system (Core Financial System) must electronically establish 1 TFM 2-
and update a Master Appropriation File (MAF) on the U.S. 4707.20a
Treasury's Federal Agencies' Centralized Trial Balance System
(FACTS).
01.05.10 The system must provide the capability for financial management "DoDFMR,"
data to be recorded as soon as practicable after the occurrence of  Volume 01,
the event, and shall be made available to managers by the fifth Chapter 02,
working day following the end of the reporting period. Other Addendum
standards of timeliness may be established when the DoD 1.B
Component has inventoried reports and set specific standards,
with user participation. Finally, corrected data shall
be available in time to meet external reporting requirements.
01.05.11 Version 3 - This requirement deleted
01.05.12 D Version 5 - This requirement deleted
01.05.13 The system must provide for the perpetuation of closing balances "DoDFMR,"
at the end of a period as the next period's opening balances; i.e., Volume 01,
asset, liability, and capital balances must be perpetuated, not Chapter 02,
reconstructed at the beginning of each fiscal year. Addendum
2.B
01.05.14 The Core Financial System must use financial data that can be OoMB
traced directly to the USSGL accounts to produce reports Circular A-
providing financial information, whether used internally or 127,7C
externally.
01.05.15 C To support the Accounting Classification Management process, FSIO
the Core financial system must provide automated functionality OFFM-NO-
to maintain an accounting classification structure that includes 0106, req.
the following elements: SMA-01;
* Treasury Account Symbol "DoDFMR,"
* Budget fiscal year Volume 6B;
* Internal fund code OMB
» Organization Bulletin 97-
* Program 01 as
* Project amended; |
* Activity TFM Part Il,
* Cost center Chapter
* Object class 4700
* Revenue source
* Budget function
* Budget sub-function code
* Accounting period.
Maintain each classification element independently. For example,
budget fiscal year must be maintained as a separate value from
the period of availability component in the TAFS.
01.05.16 C To support the Document Referencing and Modification process, FSIO
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the Core financial system must provide automated functionality OFFM-NO-

to query documents. Parameter(s) include any one or a 01086, req.

combination of the following: SMC-12

* Document type

» Document status (e.g., open, closed)

* Vendor number

* Vendor DUNS+4 number

* Customer number

» Accounting classification elements.

Result is a list of selected document numbers with document

statuses and balances at the document level. Drill-down from

each document number to its document lines and detailed GL

transactions.

01.05.17 D Version 5 - This requirement deleted

01.05.18 Version 3 - This requirement deleted

01.05.19 C To support the Accounting Period Maintenance and Closing FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to make fiscal year driven tables available in 0106, req.
subsequent fiscal years. GLF-10

01.05.20 Cc To support the Upward/Downward Spending Adjustment FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to derive and record the amount of upward or 01086, req.
downward spending adjustments upon liquidating, canceling, or ~ GLD-01
modifying the dollar amount of prior year obligations or
expenditures. Record the spending adjustment at the time of
posting the transaction which generated it.

01.05.21 c To support the Upward/Downward Spending Adjustment FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to determine if upward and downward adjustments 0106, req.
are to expired or unexpired budget authority in order to derive the GLD-03
U.S. SGL prescribed entries to record spending adjustments.

01.05.22 C To support the Upward/Downward Spending Adjustment FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to permit recording of previously unrecorded 01086, req.
obligations to prior year budget authority or expired budget GLD-07 and
authority and generate related upward spending adjustments in GLD-08
the current year and identify when posting transactions will
invoke upward spending adjustments, and apply the agency-
defined level of validation (l.e., rejection, warning or information
only).

01.05.23 C To support the Upward/Downward Spending Adjustment FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to determine if upward and downward adjustments 0106, req.
are to paid or unpaid obligations and/or expenditures in order to GLD-05

derive the U.S. SGL prescribed entries for recording spending
adjustments.
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01.05.24 C To support the System-Generated Transactions process, the Core  FSIO
financial system must provide automated functionality to OFFM-NO-
generate batched reversal transactions by any one or a 01086, req.
combination of the following parameters: SMD-04
* Accounting period
» Transaction or document type
» Accounting classification elements
* System date
* Transaction date
* Source system ID.

For example, reverse payroll transactions posted on January 1,
2006.

01.05.25 D Version 5 - This requirement deleted

01.05.26 A To support the System-Generated Transactions process, the Core  FSIO
financial system must provide automated functionality to validate OFFM-NO-
that transaction reversals do not violate the integrity of the 01086, req.
document chain. For example, do not reverse obligations that SMD-05
have been liquidated by payments.

01.05.27 A To support the System-Generated Transactions process, the Core  FSIO
financial system must provide automated functionality to OFFM-NO-
generate a report of posted and unposted reversal transactions. 0106, req.
Parameters are: SMD-06
* Accounting period
* Transaction or document type
« Accounting classification elements
* System date
* Transaction date
* Source system ID.

Result is a list of transactions including:

* System date

* Transaction date

* Original document and accounting line numbers

» Status (posted or un-posted)

* Accounting classification elements

* GL transaction ID number

* GL debits and credits.

Sorting options include document number and reversal status.

01.05.28 A Query general ledger account balances. Parameters include FSIO
beginning and ending accounting period, and TAS or internal OFFM-NO-
fund code. Result is beginning account balances, period activity, 0106, req.
and ending account balances for the period and TAS, or internal GLE-01
fund code, specified. Drill-down from period activity to
supporting general ledger transactions; from general ledger
transactions to supporting documents; and from supporting
documents to other documents in the document chain.

01.05.29 A To support the Accounting Period Maintenance and Closing FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to generate trial balances that support the review of 0106, req.
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the closing process run in trial/test mode. GLF-07

01.05.30 A To support the Accounting Classification Management process, FSIO
the Core financial system must provide automated functionality OFFM-NO-
to define five additional accounting classifications elements, 0106, req.
including element titles and valid values. SMA-02

01.05.31 A To support the General Ledger Update and Editing process, the FSIO
Core financial system must provide automated functionality to OFFM-NO-
classify accounting transactions by U.S. SGL attributes required 0106, req.
for FACTS I, FACTS I, and GFRS reporting as specified by the  GLC-02; |
current supplement(s) to the TFM. TFM S2

01.05.32 A To support the General Ledger Account Definition process, the FSIO
Core financial system must add, change or delete U.S. SGL OFFM-NO-
attribute domain values in order to accommodate changes in 0106, req.
FACTS I, FACTS Il, or GFRS reporting without programming GLA-08
changes.

01.05.33 A To support the Upward/Downward Spending Adjustment FSIO
process, the Core financial system must record the amount of OFFM-NO-
upward or downward spending adjustments upon changing an 0106, req.
accounting classification element on a prior year obligation or GLD-02
expenditure that would cause the total prior year spending
(obligations and expenditures) to change at the fund level.

01.05.34 A To support the Upward/Downward Spending Adjustment FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to determine if anticipated recoveries have been 01086, req.
previously recorded in order to derive the U.S. SGL prescribed GLD-04
entries to record downward spending adjustments.

01.05.35 A To support the Upward/Downward Spending Adjustment FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to determine if upward and downward adjustments 0106, req.
are to delivered or undelivered orders in order to derive the U.S.  GLD-06
SGL prescribed entries to record spending adjustments.

01.05.36 A To support the Accounting Period Maintenance and Closing FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to maintain fifteen accounting periods per fiscal 01086, req.
year. Provide the option to designate one period for recording GLF-01
opening balances, twelve periods for recording monthly activity
and two additional periods for year end pre-closing and closing
entries.

01.05.37 A To support the Accounting Period Maintenance and Closing FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to derive an accounting period's opening balances 01086, req.
based on the prior accounting periods closing balances at the U.S. GLF-09

SGL attribute level. The opening of general ledger account
balances must maintain the U.S SGL attribute information
required to satisfy FACTS I, FACTS I, and GFRS reporting
requirements.
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01.05.38 A To support the Accounting Period Maintenance and Closing FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to make single year appropriation and fund tables 01086, req.
available in subsequent fiscal years. GLF-11

01.05.39 Y A To add value to the Accounting Period Maintenance and Closing  FSIO
functionality, the Core financial system should deliver a OFFM-NO-
capability to make mass changes to tables rolled forward to a 01086, req.
subsequent fiscal year. GLF-12

01.05.40 A To support the Financial Reporting process, the Core financial FSIO
system must provide automated functionality to generate all OFFM-NO-
standard reports as of any accounting period. Amounts reported 0106, req.
must reflect the cumulative amount of all transactions posted to GLG-01
the general ledger up through the accounting period specified for
running the report. If reporting for the current period, amounts
must be cumulative up through the current date.

01.05.41 A To support the Financial Reporting process, the Core financial FSIO
system must provide automated functionality to ensure OFFM-NO-
consistency between the data sources used to generate internal 0106, req.
and external financial reports for the same accounting period. GLG-02
The following relationships must be maintained:

* The beginning and ending balances and total debit and credit
activity reported on the Standard Trial Balance must equal the
beginning and ending balances and total debit and credit activity
reported on the FACTS I and FACTS 11 trial balances.

* The debit and credit activity reported on the Transaction
Register must equal the debit and credit activity reported on all of
the trial balances.

* The system-generated FACTS I transfer file must agree with the
system-generated Balance Sheet, Statement of Net Cost, and
Statement of Changes in Net Position

* The system-generated FACTS Il transfer file must agree with
the system-generated Statement of Budgetary Resources and the
SF-133.

01.05.42 A To support the Financial Reporting process, the Core financial FSIO
system must provide automated functionality to generate a OFFM-NO-
FACTS Il trial balance report. Parameter is the accounting 01086, req.
period. Result is a report displaying the following balances for GLG-06

each U.S. SGL account or U.S. SGL account and attribute
combination:

» Beginning balance for the accounting period

» Total amount of debits for the accounting period

» Total amount of credits for the accounting period

» Cumulative ending balance for the accounting period.
Provide the option to specify whether general ledger account
balances are rolled up to the TAFS level, internal fund level, or
organization level. The report must include all general ledger
accounts (both FACTS Il accounts and non-FACTS Il accounts).
FACTS Il accounts must be displayed at the U.S. SGL and
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attribute level (i.e., separate amounts should be displayed when

there is more than one attribute value within a U.S. SGL

account). Non-FACTS 11 accounts must be displayed at the U.S.

SGL account level. Subtotals for beginning balance, accounting

period activity, and ending balance columns must be provided

after each change in TAFS, internal fund, and organization on the

report.

01.05.43 To support the Treasury Information Maintenance process, the JFMIP SR-
Core financial system must provide automated functionality to 02-01, req.
maintain valid TAS/BETC relationships as defined by Treasury.  FBA-03

01.05.44 To support the Treasury Information Maintenance process, the JFMIP SR-
Core financial system must provide automated functionality to 02-01, req.
maintain valid TAS/BETC combinations as provided by FBA-08
Treasury's SAM for classification of the agency's FBWT
transactions in the GWA system.

01.05.45 To support the Reconciliation and Reporting process, the Core FSIO
financial system must provide automated functionality to OFFM-NO-
compare individual amounts on the DT/DV support listing with 0106, req.
accounts recorded in the agency's general ledger by document FBC-08
number and accounting period.

01.05.46 To support the Reconciliation and Reporting process, the Core FSIO
financial system must provide automated functionality to import ~ OFFM-NO-
DT/DV support listing—Import the Monthly DT/DV support 0106, req.
listing from the GOALS II/ IAS to facilitate reconciliation of FBC-07
agency recorded deposits and debit vouchers with Treasury.

01.05.47 To support the Accounting Period Maintenance and Closing FSIO
process, the Core financial system must provide automated OFFM-NO-
functionality to re-open closed accounting periods and record 0106, req.
transactions to them. GLF-04

01.05.48 To support the Accounting Classification Management process, FSIO
the Core financial system must provide automated functionality OFFM-NO-
to classify transactions by standard and agency-defined 01086, req.
accounting classification elements. SMA-03

01.05.49 To support the Accounting Classification Management process, FSIO
the Core financial system must provide automated functionality OFFM-NO-
to query document accounting data. Parameters include all 01086, req.
standard and agency-defined accounting classification elements. ~ SMA-07
Result is a list of selected document accounting lines. Display the
document number, accounting classification elements and
accounting line amounts. Drill down from accounting lines to GL
transaction details, including transaction numbers, transaction
and system dates and debits and credits.

01.05.50 To support the Accounting Classification Management process, FSIO
the Core financial system must provide automated functionality OFFM-NO-
to —Define additional accounting classification structure (lower) 0106, req.
levels in the fund, program, project, organization and object class SMA-10
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structures (e.g. establish parent child relationships with the ability
to summarize, distribute funds, and report data at all defined
levels).

01.05.51 A To support the Accounting Classification Management process, FSIO
the Core financial system must provide automated functionality OFFM-NO-
to maintain an accounting classification structure that can 01086, req.
associate each element with multiple other elements and element  SMA-11
values, including:

e TAS to multiple internal funds

. Internal fund to multiple organizations, programs, projects,
and activities

»  Organization to multiple programs, projects and activities
*  Project code to multiple organizations, programs and
activities

*  Program to multiple organizations, projects and activities.

01.05.52 A To support the Accounting Classification Management process, FSIO
the Core financial system must provide automated functionality OFFM-NO-
to deliver the Core financial system software populated with the 0106, req.
3-digit Budget Object Classification codes specified in OMB SMA-13
Circular No. A-11.

01.05.53 A To support the System-Generated Transactions process, the Core  FSIO
financial system must provide automated functionality to deliver ~ OFFM-NO-
the capability to send/receive financial transactions from 01086, req.
Governmentwide mandated applications: SMD-07
e Central Contractor Registration (CCR)

»  Electronic Certification System (ECS)

»  Federal Agencies Centralized Trial Balance System |
(FACTS1)

»  Federal Agencies Centralized Trial Balance System Il
(FACTS II)

*  Government Online Accounting Link System (GOALS II)
. Intra-governmental Payment and Collection System (IPAC)
»  Treasury Offset Program (TOP)

e Secure Payment System (SPS).

01.05.54 Y A To add value to the System-Generated Transactions process, the FSIO
Core financial system should provide automated functionality to ~ OFFM-NO-
deliver the capability to send/receive financial transactions from 01086, req.
Government wide mandated applications: SMD-08

. eTravel
J CAS$HLINK 11
. GWA.
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CHAPTER 2

Financial Reporting

Introduction

Financial reporting represents the culmination of the various processes that initiate,
record, classify, and summarize an agency’s financial transactions. An agency’s core financial
system is required to provide financial information in a timely and useful fashion to (1) support
management’s fiduciary role; (2) support budget formulation and execution; (3) support fiscal
management of program delivery and program decision-making; (4) support internal and
external reporting requirements, including the requirements for financial statements prepared in
accordance with the form and content prescribed by OMB, reporting requirements prescribed by
the Treasury, and legal, regulatory and other special management requirements of the agency;
and (5) monitor the financial management system.

Naturally, information maintained in the core financial system must be provided to users
in a variety of formats according to their needs. The general ledger, summarized in the form of a
trial balance, provides financial data by fund, fiscal year, etc., for various reporting purposes.
DoD, like other federal agencies, is required to periodically prepare a number of financial reports,
including annual financial statements, budget execution reports, obligation reports, yearend
closing statements, reports on reimbursements, and receivable reports. In addition to these
reports, core systems are required to provide various management data to program and fiscal
managers.

Federal agencies have traditionally prepared financial reports to monitor and control
obligations and expenditure of budgetary resources. However, with the enactment of the Chief
Financial Officers Act of 1990, the Congress called for the production of annual financial
statements that fully disclose a Federal entity’s financial position and results of operations. The
Act also requires agencies to provide information with which the Congress, agency managers,
the public, and others can assess management performance and stewardship.

OMB, through its “form and content” guidance, defines the structure and content of
agencies’ annual financial statements required by 31 U.S.C. 3515(d). This guidance establishes
the format of the principal financial statements (balance sheet, statement of net cost, statement of
changes in net position, etc.) and the content of various required disclosures accompanying the
statements. DoD has also issued “form and content” guidance for the Department mirroring the
OMB guidance. That guidance is contained in DoD FMR volume 6B.

This chapter contains disclosures specifically required by the various Statements of Federal
Financial Accounting Standards. OMB Bulletin No. 97-015 incorporates these disclosure
requirements. Within this version of the guide, certain financial reporting requirements have
been moved to other chapters since they are related to the functionalities covered in those
chapters. For example, financial reporting and disclosure requirements related to property, plant
and equipment have been moved to chapter 3, “Property, Plant, and Equipment.” Financial
reporting requirements, including disclosures, apply only to material amounts/items.

5 OMB Bulletin No. 97-01, “Form and Content of Agency Financial Statements, “dated October 16, 1996, as revised
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Financial Reporting

Requirement

Source(s)

01 Financial Reporting

02.01.01

02.01.02 C

02.01.03 C

02.01.04 D

02.01.05
02.01.06

02.01.07 D

02.01.08
02.01.09
02.01.10

02.01.11

02.01.12

Version 3 - This requirement deleted

The system must provide the capability to generate the following
consolidated agency financial statements:

Balance Sheet

Statement of Net Cost

Statement of Changes in Net Position

Statement of Budgetary Resources

Statement of Financing

Statement of Custodial Activity (if applicable).

Parameter is the accounting period end date. Reports are to be
generated from the general ledger account balances and attributes
crosswalked in accordance with the U.S. SGL Crosswalks to
Standard External Reports. Results are reports in accordance with
the current OMB Bulletin on Form and Content of Agency
Financial Statements.

Generate the FMS 224 Report. Parameter is the accounting
period. Result is the FMS 224, Statement of Transactions, for
non-GWA reporting ALC's. Generate the report in both hard copy
and electronic formats required by the Department of the
Treasury.

Version 5 - This requirement deleted
Version 3 - This requirement deleted
Version 4 - This requirement deleted
Version 5 - This requirement deleted
Version 4 - This requirement deleted
Version 3 - This requirement deleted

Financial reports shall result from an accounting and budgeting
system that is an integral part of its total financial management
system and one that contains sufficient discipline, internal controls
and reliable data. In addition, interfaces with both logistic and
acquisition systems should be provided

The financial reports and underlying financial system shall report
on the total operations of the reporting entity and shall comply
with the policies and procedures and related requirements as
implemented in this regulation

Should circumstances warrant additional disclosures not
specifically provided for in a report, the DoD Components are
responsible for assuring that all appropriate disclosures considered
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necessary for fair presentation of their financial position are 010204
included in the report

02.01.13 Version 3 - This requirement deleted

02.01.14 C Comparative financial statements are required. Information for the OMB
current and preceding years should be presented regardless of the  Circular A-
type of audit opinion rendered by the auditor. Footnotes should 136, Section
contain the information necessary for full disclosure of both years. 2.1

paragraph
B.

02.01.15 C The DoD components/ reporting entities shall prepare statements DoDFMR,
for quarterly interim and fiscal year end comparative Balance Vol 6B,
Sheet, Statement of Net Cost, Statement of Changes in Net Chapter 2,
Position, Statement of Budgetary Resources, Statement of paragraph
Financing, and Statement of Custodial Activity. The Balance 020503 and
Sheet, Statement of Net Cost and the Statement of Changes in Net DoDFMR,
Position principal statements shall be prepared as consolidated and Vol 6B, Ch
consolidating statements, net of intraentity transactions. The 2, paragraph
Statement of Budgetary Resources and Statement of Custodial 020508.
Activity shall be prepared as combined and combining statements
and the Statement of Financing (a hybrid) shall be prepared as
consolidated and consolidating statements.

02.01.16 C The system must provide the capability to provide footnotes to DoDFMR,
identify and explain reclassifications or adjustments, amounts Volume 6A,
written off, estimates, significant or unusual items in the report Chapter 05,
and their impact on the data reported. Appendix C

Part 11,
C050602. C.
5.a

02.01.17 C The reporting entity is primarily responsible for preparation of the DoDFMR,
narrative explanation statements to the notes. When comparative Volume 2,
statements are required, the reporting entity shall explain in the Table 2-3,
notes significant year-to-year changes in amounts reported on Note 1
lines of the Principal Statements.

02.01.18 D Version 5 - This requirement deleted

02.01.19 C When DoD Components discover errors or identify changes "DoDFMR,"
required to be made to information previously reported, an Volume 6A,
amended report shall be prepared that clearly identifies the Chapter 01,
material error corrected. The statement shall be clearly identified 010205
as an “Amended Report.”

02.01.20 C Changes in Accounting Principles - 12. A change in accounting OMB
principle is a change from one generally accepted accounting Circular A-
principle to another one that can be justified as preferable. For the 136, page
purposes of this standard, changes in accounting principles also 57; SFFAS-
include those occasioned by the adoption of new federal financial 21, 12 and
accounting standards. 13. Unless otherwise specified in the 13
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02.01.21

02.01.22

02.01.23

02.01.24

transition instructions section of a new FASAB standard, for all
changes in accounting principles that would have resulted in a
change to prior period financial statements: (a) The cumulative
effect of the change on prior periods should be reported as a
“change in accounting principle.” The adjustment should be made
to the beginning balance of cumulative results of operations in the
statement of changes in net position for the period that the change
is made. (b) Prior period financial statements presented for
comparative purposes should be presented as previously reported;
and (c) The nature of the changes in accounting principle and its
effect on relevant balances should be disclosed in the current
period. Financial statements of subsequent periods need not repeat
the disclosure.

Corrections of Errors - 10. When errors are discovered after the
issuance of financial statements, and if the financial statements
would be materially misstated absent correction of the errors,
corrections should be made as follows: (a) If only the current
period statements are presented, then the cumulative effect of
correcting the error should be reported as a prior period
adjustment. The adjustment should be made to the beginning
balance of cumulative results of operations, in the statement of
changes in net position. (b) If comparative financial statements are
presented, then the error should be corrected in the earliest
affected period presented by correcting any individual amounts on
the financial statements. If the earliest period presented is not the
period in which the error occurred and the cumulative effect is
attributable to prior periods, then the cumulative effect should be
reported as a prior period adjustment. The adjustment should be
made to the beginning balance of cumulative results of operations,
in the statement of changes in net position for the earliest period
presented. (c) The nature of an error in previously issued financial
statements and the effect of its correction on relevant balances
should be disclosed. Financial statements of subsequent periods
need not repeat the disclosures. 11. Prior period financial
statements should only be restated for corrections of errors that
would have caused any statements presented to be materially
misstated.

Version 3 - This requirement deleted
Version 3 - This requirement deleted

All agencies must provide Financial Management Service (FMS)
with required fiscal year-end data that will be used to prepare the
Financial Report of the United States Government (FR). All
verifying agencies (see Figure 1) must submit their financial data
using the Closing Package process via Governmentwide Financial
Report System (GFRS) and Federal Agencies' Centralized Trial-
Balance System (FACTS I). All non-verifying agencies must
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Requirement Source(s)

submit FACTS | Adjusted Trial Balance (ATB) data and must
complete GFRS Notes and Other FR Data. In addition, verifying
agencies still are required to submit FACTS | ATB data to FMS,
although FMS will not use this information to prepare the FR.

02.01.25 C The system should report both entity assets (those assets which the  SFFAS-1,
reporting entity has authority to use in its operations) and "non- 25
entity assets" (those assets that are held by an entity but are not
available to the entity). An example of non-entity assets are
customs duty receivables that the Customs Service collects for the
U.S. government but has no authority to spend. A similar example
is federal income tax receivable that the Internal Revenue Service
collects for the U.S. government.

02.01.26 C Cash, including imprest funds, should be recognized as an asset. SFFAS-1,
Cash consists of: (@) coins, paper currency and readily 27
negotiable instruments, such as money orders, checks, and bank
drafts on hand or in transit for deposit; (b) amounts on demand
deposit with banks or other financial institutions; and (c) foreign
currencies, which, for accounting purposes, should be translated
into U.S. dollars at the exchange rate on the financial statement
date.

02.01.27 C Cash may be restricted. Restrictions are usually imposed on cash ~ SFFAS-1,
deposits by law, regulation, or agreement. Non-entity cash is 30
always restricted cash. Entity cash may be restricted for specific
purposes. Such cash may be in escrow or other special accounts.

Financial reports should disclose the reasons and nature of
restrictions.

02.01.28 Version 3 - These requirements were deleted, due to move to other
- sections.
02.01.32

02.01.33 Version 3 - This requirement deleted
02.01.34

02.01.35 Version 3 - These requirements were deleted, due to move to other
- sections.
02.01.37

02.01.38 An entity (and its accounting system) should account for and SFFAS-1,
report investments in securities issued by the U.S. Treasury or 67
other federal entities separately from investments in securities
issued by nonfederal entities.

02.01.39 C For investments in market-based and marketable Treasury SFFAS-1,
securities, the market value of the investments should be 72
disclosed. For purposes of determining a market value,
investments should be grouped by type of security, such as
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marketable or market-based Treasury securities. The market value
of investments in a group is calculated by the market price of
securities of that group at the financial reporting date multiplied
by the number of notes or bonds held at the financial reporting
date.
02.01.40 Version 3 - These requirements were deleted, due to move to other
- sections.
02.01.50
02.01.51 Version 3 - This requirement deleted
02.01.52 Version 3 - These requirements were deleted, due to move to other
- sections.
02.01.60
02.01.61 Version 3 - This requirement deleted
02.01.62 Version 3 - These requirements were deleted, due to move to other
- sections.
02.01.69
02.01.70 Version 3 - These requirements deleted
02.01.76
02.01.77 Version 3 - These requirements were deleted, due to move to other
- sections.
02.01.130
02.01.131 Version 3 - This requirement deleted
02.01.132 Version 3 - These requirements were deleted, due to move to other
- sections.
02.01.150
02.01.151 Version 3 — These requirements deleted
02.01.159
02.01.160 Version 3 - This requirement was deleted, due to move to other
sections.
02.01.161 C The system must export bulk transfer files for FACTS | and FSIO
FACTS Il Adjusted Trial Balances (ATBs) to the Department of OFFM-NO-
Treasury's FMS 0106, req.
GLG-07
02.01.162 Version 4 - This requirement deleted
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02.01.163 C The system must have the capability to generate the FMS 224 FSIO
Transaction Detail Report. Parameter is the accounting period. OFFM-NO-
Result is a report listing the detailed transactions supporting each 01086, reg.
TAS total reported in each section of the FMS 224. Detailed FBC-13
transactions must include:
. ALC
« TAS
»  Transaction amount
e Confirmation date
e Transaction document number or Treasury document
number. Separate report totals for disbursement and receipt
activity by ALC and TAS must be provided.
02.01.164 Version 4 - These requirements deleted
02.01.165
02.01.166 D Version 5 - This requirement deleted
02.01.167 C The system must deliver an integrated ad hoc query capability to FSIO
support agency access to and analysis of system maintained OFFM-NO-
financial data. 0106, req.
TLJ-01
02.01.168 C The system must deliver the capability to preview a query, form, FSIO
report, or other result before printing. OFFM-NO-
0106, req.
TLJ-09
02.01.169 C The system must be able to query documents. Parameter includes  FSIO
any document number. Result is a list of all document numbersin ~ OFFM-NO-
the document's processing chain with document statuses and 0106, req.
balances at the document level. Drill-down from each document SMC-10
number to its document details (e.g., vendor/customer name,
description, amount).
02.01.170 Version 4 - This requirement deleted
02.01.171 C The system must deliver the capability to define parameter-based  FSIO
query scripts that can be queued for execution, stored for re-use OFFM-NO-
and shared with other authorized agency users. 0106, req.
TLJ-02
02.01.172 C The system must provide the capability to process submitted FSIO
gueries and queue output on-line for access by authorized users. OFFM-NO-
0106, req.
TLJ-03
02.01.173 C The system must provide Ad hoc query results Distribute query FSIO
results or notifications of online query result availability to pre- OFFM-NO-
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defined individuals or groups. 0106, req.
TLJ-04
02.01.174 C The system must provide the capability to deliver run-time FSIO
controls to prevent "run-away" queries and to restrict very large OFFM-NO-
data download requests. 0106, req.
TLJ-05
02.01.175 C The system must deliver the capability to display graphical output FSIO
on the desktop with dynamic report reformatting. OFFM-NO-
0106, req.
TLJ-06
02.01.176 C The system must deliver the capability to download selected query FSIO
data. Reformat downloaded query information for direct access by OFFM-NO-
common desktop applications (e.g., spreadsheet, ASCII text, "," 01086, req.
delimited). TLJ-08
02.01.177 C To meet Ad Hoc Query requirements, the Core financial system FSIO
must deliver the following: OFFM-NO-
e Graphical display of data sources 0106, req.
. The ability to "point and click™ on selectable table, data, and  TLJ-11
link objects for inclusion in a custom query, and
*  An active data dictionary to provide users with object
definitions
02.01.178 D Version 5 - This requirement deleted
02.01.179 C The system must have the capability to generate a transaction FSIO
register report. Parameters are: accounting period, transaction date  OFFM-NO-
range, or system date range. Result is a report displaying the 0106, req.
following data elements for each transaction posted during the GLG-03

accounting period or date range specified:

Fiscal year

TAS

Internal fund code

Document number

Transaction number

Transaction date

System date

System time

Entry user ID

Debit account number(s)

Debit amount(s)

Credit account number(s)

Credit amount(s)

. Object class

. U.S. SGL attribute values.

Provide an option to group transactions at the TAS, internal fund,
or organization level. Transactions which occur from a single
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02.01.180

02.01.181

02.01.182

02.01.183

02.01.184

posting event must be grouped together. The report must include
headings for each data element displayed. The report must include
all transactions in all funds that occurred within the accounting
period specified.

Generate the FMS Partial 224 Report. Parameters are the ALC
Business Activity, GWA Reporter Category, and accounting
period. Result is the FMS Partial 224 for transactions associated
with the ALC's Business Activity (IPAC, CASHLINK II, TDO
Payments) and not reported through the GWA system, and
Reclassification transactions. Generate the report in both hard
copy and electronic formats required by the Department of
Treasury.

Generate the SF1219/1220 statements. Parameter is accounting
period. Resultis SF 1219/1220, Statement of Accountability/
Transactions in both hard copy and electronic formats required by
the Department of Treasury.

The system should ensure that entity assets and non-entity assets
that are under an entity's custody or management are reported in
the entity's financial statements. Non-entity assets reported in an
entity's financial statements should be segregated from entity
assets. An amount equal to non-entity assets should be recognized
as a liability (due to Treasury or other entities) in the entity's
financial statements.

Receivables should be distinguished between entity receivables
and non-entity receivables. "Entity receivables" are amounts that a
federal entity claims for payment from other federal or nonfederal
entities and that the federal entity is authorized by law to include
in its obligational authority or to offset its expenditures and
liabilities upon collection. [Footnote 4] Non-entity receivables are
amounts that the entity collects on behalf of the U.S. government
or other entities, and the entity is not authorized to spend.
[Footnote 5] Receivables not available to an entity are non-entity
assets and should be reported separately from receivables
available to the entity. [Footnote 4: An entity may have
receivables that, once collected, can be used as offsets to the
entity's budget authority and outlays only when authorized by
Congress. Before receiving the authorization, however, those
receivables are non-entity receivables.] [Footnote 5:
Governmental receipts include collections arising from the
sovereign and regulatory powers unique to the federal
government, e.g., income tax receipts, customs duties, court fines,
certain license fees, etc. A federal entity may be responsible for
collecting these receipts on behalf of the U.S. government, but is
not authorized to use the monies collected to offset its
expenditures.]

The system must have the capability to generate the Report on
Budget Execution and Budgetary Resources (SF-133). Parameters
include TAFS and accounting period end date. When no TAFS is
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specified, generate a report for each reportable TAFS. Resultsare  GLG-09
reports in accordance with OMB Circular A-11 instructions and
the U.S. SGL crosswalk to the SF-133 report.

02.01.185 A To meet Ad Hoc Query requirements, the Core financial system FSIO
must deliver capability to access current year and historical OFFM-NO-
financial data. 0106, req.

TLJ-10

02.01.186 Y A To add value to the Ad Hoc Query functionality, the Core FSIO
financial system should deliver a "dashboard" reporting capability =~ OFFM-NO-
that can be used to continuously display agency-defined 0106, req.
performance metrics on a managers desktop (e.g., a graphical view TLJ-13
of the agency's budget status).

02.01.187 A Partial 224 Transaction Detail Report—Generate the Partial 224 FSIO
Transaction Detail Report. Parameter is the accounting period. OFFM-NO-
Result is a report listing the detailed transactions supporting each 01086, req.
TAS total reported in each section of the Partial 224. Detailed FBC-14
transactions must include:

« ALC

« TAS

e Transaction amount

. Confirmation date

e Transaction document number or Treasury document
number.

Separate report totals for disbursement and receipt activity by
ALC and TAS must be provided.

02.01.188 A Generate a Partial 224 Exception Report. Parameter is accounting  FSIO
period. Result is a list of the FBWT transactions that were posted ~ OFFM-NO-
to an ALC, but are ineligible for inclusion on the P224 based on 0106, req.
the ALC's business activity. Transactions must include: FBC-15
. ALC
. TAS
. Transaction amount
. Confirmation date
. Document number.

02.01.189 A Generate the Cash Forecasting Report. Result is a report with FSIO
payment and deposit amounts at a detail suitable for reporting OFFM-NO-
large dollar notifications as described in I TFM-6-8500, Cash 0106, req.
Forecasting Requirements. FBC-16

02.01.190 A To support the Financial Reporting process, the Core financial FSIO
system must provide automated functionality to generate all OFFM-NO-
standard reports as of any accounting period. Amounts reported 0106, req.
must reflect the cumulative amount of all transactions posted to GLG-01
the general ledger up through the accounting period specified for
running the report. If reporting for the current period, amounts
must be cumulative up through the current date.

02.01.191 A To support the Financial Reporting process, the Core financial FSIO
system must provide automated functionality to ensure OFFM-NO-
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consistency between the data sources used to generate internal and 0106, req.
external financial reports for the same accounting period. The GLG-02
following relationships must be maintained:
e The beginning and ending balances and total debit and credit
activity reported on the Standard Trial Balance must equal the
beginning and ending balances and total debit and credit activity
reported on the FACTS I and FACTS Il trial balances.
e The debit and credit activity reported on the Transaction
Register must equal the debit and credit activity reported on all of
the trial balances.
e The system-generated FACTS I transfer file must agree with
the system-generated Balance Sheet, Statement of Net Cost, and
Statement of Changes in Net Position
e see 02.01.192-2 for rest of requirement.
e The system-generated FACTS Il transfer file must agree with
the system-generated Statement of Budgetary Resources and the
SF-133.

02.01.192 A To support the Financial Reporting process, the Core financial FSIO
system must provide automated functionality to validate FACTS |  OFFM-NO-
and FACTS Il data prior to submission of the FACTS I and 0106, req.
FACTS Il ATBs and the GFRS report to Treasury's FMS. Provide GLG-08
the option to run validation edits on demand.

02.01.193 A To support the Financial Reporting process, the Core financial FSIO
system must provide automated functionality to customize agency = OFFM-NO-
financial statement formats by adding or deleting line items, 0106, req.
changing the name of line items, inserting additional subtotals, or ~ GLG-11
modifying account crosswalks through table updates or report
writing capability.

02.01.194 A To support the Financial Reporting process, the Core financial FSIO
system must provide automated functionality to generate OFFM-NO-
reclassified consolidated agency financial statements for input to 0106, req.
GFRS in accordance with current TFM Agency Reporting GLG-12
Requirements for the Financial Report of the United States
Government and the U.S SGL Crosswalks to the Closing Package.

02.01.195 A To support the Financial Reporting process, the Core financial FSIO
system must provide automated functionality to generate OFFM-NO-
consolidated financial statements on-line. Drill-down from the 0106, req.
consolidated amounts to the GL accounts and balances that make ~ GLG-13
up the amounts, from the GL account balances to the individual
balances by TAS, and to detailed GL transactions.

02.01.196 Y A To add value to the Ad Hoc Query functionality, the Core FSIO
financial system should deliver the following: OFFM-NO-
»  Deliver the capability to optimize queries. 0106, req.

TLJ-12

02.01.197 A The system must provide the capability to electronically download FSIO
monthly deposit and debit voucher confirmation information from  OFFM-NO-
Treasury and the banking system for comparison to activity inthe 0106, req.
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agency's general ledger. The system must also produce a report of FMC-07
differences.

02.01.198 A The provisions of this volume require the preparation of annual DoDFMR
audited financial statements for the period ending on September Volume 6B,
30 of each fiscal year; and the quarterly unaudited financial Chapter 1,
statements for periods ending December 31, March 31, and June 0105
30 of each fiscal year.

02.01.199 A The annual audited financial statements shall be comprised of nine DoDFMR
major sections. The nine major sections and the sequence of their ~ Volume 6B,
presentation are as follows: A. Agency Head Message B. Chapter 1,
Management’s Discussion and Analysis (MD&A) C. Principal 010701

Statements D. Notes to the Principal Statements E. Supporting
Consolidating/Combining Statements F. Required Supplementary
Stewardship Information G. Required Supplementary Information
H. Other Accompanying Information I. Audit Opinion. The
quarterly unaudited financial statements shall be comprised of the
principal statements, notes to the principal statements and the
supporting consolidating/combining statements only.
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Chapter 3
Property, Plant and Equipment

Introduction

DoD owns and manages more physical assets than any other Federal agency. Annually,
DoD reports tens of billions of dollars in property plant and equipment. In addition, the
Department owns, manages, and controls thousands of pieces/units of National Defense assets
(planes, missiles, ships, tanks, submarines, and the like). Within DoD, the three military
departments and assorted Defense agencies operate and maintain property accountability systems
that track, maintain visibility, manage, and report on DoD’s mammoth PP&E holdings. These
property accountability systems, for the most part, maintain records that are used to prepare
general ledger balances for PP&E financial reporting.

Effective October 1, 1998 (fiscal year 1999), military equipment—previously presented
as capitalized assets on the Department’s statements of financial position—was recategorized as
National Defense assets and was no longer required to be reported on the financial statements.
Instead, information regarding such property is required to be presented as supplemental
stewardship information accompanying the Department’s financial statements. These changes
were mandated by SFFAS No. 6, Accounting for Property, Plant, and Equipment, and SFFAS
No. 8, Supplementary Stewardship Reporting.

FASAB voted to amend SFFAS 6 to delete the term National Defense PP&E, and,
starting in FY2003, to require the reporting on the balance sheet of military equipment as
General PP&E, reported at acquisition cost and depreciated. Users must be aware of this change.
In this version, the term has been changed from its former Stewardship Asset context.

JFMIP published the “Property Management Systems Requirements” in October 2000 for

Federal agencies’ systems that are used to account for, track, control, and help manage property,
plant, and equipment (PP&E).
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Property, Plant and Equipment
Functional Requirements
1. Maintain/Update Property Information
2. Record Acquisition of Property, Plant, and Equipment
3. Record Asset Value Changes
4. Depreciate, Amortize, or Deplete Asset
5. Record Disposition/Retirement of Asset
6. Deferred Maintenance Costs and Cleanup Costs
7. Stewardship Property, Plant, and Equipment (Including Federal Mission PP&E)
8. Reporting
Req. ID A\GZII:;? C.Il?jgge Requirement Source(s)
01 Maintain/Update Property Information
03.01.01 C The property system should categorize PP&E assets as: SFFAS-6,
-General PP&E (including land acquired for or in connection with 21;
other general PP&E), SFFAS-29,
-Stewardship PP&E 10;
-Heritage Assets, and "DoDFMR,"
-Stewardship Land (i.e., land not included in general PP&E). Volume 04,
Chapter 06,
060102
03.01.02 C The property system must record General PP&E if used in SFFAS-6,
providing goods or services, or supports the mission of the entity 24;
and could be used for alternative purposes, used in business-type "DoDFMR,
activities, or is used by entities in activities whose costs can be "Volume 04,
compared to those of other entities performing similar activities. Chapter 06,
060103 A.5
03.01.03 C The property system must include land, other than Stewardship SFFAS-6,
Land with an identifiable cost that was specifically acquired for, or  25;
in connection with, the construction of General PP&E; and land "DoDFMR,
rights, which are interests and privileges held by an entity in land "Volume 04,
owned by others, such as leaseholds, easements, water and water Chapter 06,
power rights, diversion rights, submersion rights, rights-of-way, 060103
mineral rights and other like interests in land. A.6.c, A6.d
03.01.04 Version 3 - This requirement deleted
03.01.05 C The property system must post the costs of General PP&E real "DoDFMR,
property assets while under construction, recording these assets to "Volume 04,
the SGL Construction-in-Progress Account. Upon the asset’s Chapter 06,
placement in service, these costs shall be transferred to the proper 060201C2

General PP&E asset account as the recorded cost of the asset.
During the construction of General PP&E, if it is determined that
the cost will not exceed DoD capitalization threshold, the costs of
the construction project shall be expensed in the period the
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determination is made.
03.01.06 C The property system must allow authorized users system access to JFMIP SR-
change the estimated useful life of an asset, the depreciation 00-
method, and estimated salvage value, and make adjustments to 4,17
PP&E asset and contra-asset accounts on an exception basis.
03.01.07 C The property system shall include adequate controls to promote the  "DoDFMR,"
accuracy of the accounts and the data produced from the accounts. Volume 01,
Procedures shall be established for periodic verification of general Chapter 02,
ledger balances with related balances in subsidiary records, and for ~ 020206A
periodic verification of the latter with either hard copy documents or
document records internally maintained by computer systems.
03.01.08 Version 3 - These requirements deleted
03.01.10
03.01.11 C The property system should record the acquisition of a General "DoDFMR,"
PP&E asset with a dollar value supported by appropriate Volume 04,
documentation. Documentation (original documents and/or hard and  Chapter 06,
electronic copies of original documentation) shall be maintained ina 060104B,
readily available location, during the applicable retention period. 060106A3
03.01.12 C The property system should identify facilities that are occupied, and "DoDFMR,"
equipment that is used, with the Zone of the Interior, by DoD Volume 04,
Components where all of the following criteria are met: Chapter 06,
-The General PP&E are occupied or equipment is used without 060105C1
reimbursement to the host nation.
-The DoD Component controls access to or use of the facility or
equipment.
-Use of the facility or equipment is for an unspecified length of
time.
-The DoD Component maintains and repairs the facility or
equipment.
03.01.13 C The property system should maintain an individual subsidiary "DoDFMR,"
account for each construction project to facilitate the transfer of Volume 04,
costs to the applicable general PP&E (see 03.01.05) or expense Chapter 06,
account. 060202B6
03.01.14 Version 3 - This requirement deleted
03.01.15 C The property system must quantify Multi-use Heritage Assets (i.e.,  SFFAS-29,
Heritage Asset buildings used predominantly for government 27;
operations) and include the quantities disclosed in this report, as "DoDFMR,"
well as reported as General PP&E. Volume 6B,
Chapter 11,
110302A,;
"DoDFMR,"
Volume 6,
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Chapter 4,
060303B.1.

03.01.16 Version 3 - These requirements deleted

03.01.17

03.01.18 A For Defense Agencies that possess and control (have preponderant  "DoDFMR,"
use of) PP&E assets that materially contribute to the Defense Volume 04,
Agencies’ mission, the property system should maintain accounting  Chapter 06,
and financial reporting for such PP&E, regardless of the 060105D1
organization that originally acquired the items or provided the
funding for the PP&E.

03.01.19 A The property system must maintain entries to record financial "DoDFMR,"
transactions in accounting system general ledger accounts and/or the  Volume 04,
supporting subsidiary property accountability records and/or Chapter 06,
systems must be supported by source documents that reflect all 060106A
transactions affecting the Component’s investment in the PP&E
including acquisitions, disposals or retirements. Supporting
documentation may include, but is not limited to, purchase invoices,
sales and procurement contracts, DD Form 1354, “Work
Order/Completion Report” ENG Form 3013, construction contracts,
work orders, and other such documentation generated independently
of the entity in possession of the property.

03.01.20 A The property system must include sufficient information indicating  "DoDFMR,"
the physical quantity, location, and unit cost of the PP&E. Volume 04,

Chapter 06,
060106B

03.01.21 A The property system must identify and classify PP&E that was "DoDFMR,"

capitalized, recorded in the property accountability or accounting Volume 04,
system, and reported in the financial statements. Chapter 06,
060106D

03.01.22 A The property system must accumulate the construction-in-progress  "DoDFMR,

cost amounts when the construction agent is managing and is "Volume 04,
responsible for the construction. Chapter 06,
060202B3

03.01.23 A The property system must capitalize completed construction "DoDFMR,

projects and record in the appropriate SGL account and real "Volume 04,
property accountability or management system upon placing the Chapter 06,
property in service, regardless of close-out of the construction 060202B5
contract(s) and issuance of final payment to the contractor.

03.01.24 A The property system must capture property identification number, JFMIP SR-

which may be the item’s serial number. 00-
4,18
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03.01.25 A The property system must capture location. JFMIP SR-
00-
4,18
03.01.26 A The property system must capture an item’s current ownership JFMIP SR-
status (e.g., owned by the Government, leased to the Government 00-
under a capital lease, leased to the Government under an operating 4, 18
lease, loaned to the Government).
03.01.27 A The property system must capture the current user (e.g., the agency, JFMIP SR-
contractor, grantee, etc.). 00-
4,18
03.01.28 A The property system must capture an item’s current use status JFMIP SR-
whether in-use, in storage, in-transit, etc. 00-
4,18
03.01.29 A The property system must capture identity of property custodian JFMIP SR-
and/or the accountable organization. 00-
4,18
03.01.30 A The property system must capture in-transit information to JFMIP SR-
establish/maintain accountability and control over Government 00-
property. 4,18
03.01.31 Y A The property system must provide capability to electronically JFMIP SR-
transfer property records between interfacing systems for the 00-
gaining and losing property custodians within the agency. 4,19
03.01.32 Y A The property system must provide analytic tools to support analysis  JFMIP SR-
and evaluation of annual maintenance status, needs, and costs for 00-
effective program planning and budgeting. 4,19
03.01.33 Y A The property system must capture property maintenance, upgrade, JFEMIP SR-
and overhaul schedules. 00-
4,19
03.01.34 Y A The property system must capture actual maintenance, upgrade, and  JFMIP SR-
overhaul data. 00-
4,19
03.01.35 Y A The property system must capture space utilization information. JFMIP SR-
00-
4,19
03.01.36 Y A The property system must support the use of bar code scanners. JFMIP SR-
00-
4,19
03.01.37 Y A The property system must record the stratification of critical and JFMIP SR-

3-5



DFAS 7900.4G

November 2006
Value Change .
Req. ID Added?  Type Requirement Source(s)
non-critical maintenance. 00-
4,19
03.01.38 Y A The property system must record detailed information regarding JFMIP SR-
known flood hazard or flooding of real property. 00-
4,19
03.01.39 A The property system must record beginning balances, acquisitions,  JFMIP SR-
withdrawals, and calculate ending balances expressed in values and  00-
physical units, except for heritage assets and stewardship land for 4,12
which all end of period balances are expressed in physical units
only.
03.01.40 A The property system must capture the condition of the asset for JFMIP SR-
heritage assets, stewardship land, national defense PP&E, and 00-
general PP&E for which a condition assessment survey was 4,12
performed.
03.01.41 A The property system must provide edits (controls) to prevent JFMIP SR-
duplication and reduce the likelihood of creating erroneous property  00-
documents/records to ensure the integrity of data recorded in the 4,12
system.
03.01.42 A The property system must permit only authorized users to enter, JFMIP SR-
modify, or otherwise alter property records. 00-
4,12
03.01.43 A The property system must provide an audit trail for entries to a JFMIP SR-
property record, including the identification of the individual(s) 00-
entering or approving the information and/or data. 4,12
03.01.44 A The property system must identify the type of transaction affecting  JFMIP SR-
the property item, e.g., initial acquisition, change in location, and 00-
disposal. 4,12
03.01.45 A The property system must incorporate adequate security features JFMIP SR-
that prevent unauthorized access to the property system by 00-
unauthorized individuals. 4,12
03.01.46 A The property system must enable the transfer of responsibility for JFMIP SR-
property from one authorized manager to another authorized 00-
manager. 4,12
03.01.47 A The property system must capture real property information for JFMIP SR-
GSA’s Worldwide Inventory system as directed in Federal Property  00-
Management Regulation (FPMR) 102-84. (property management 4,12
only).
03.01.48 A The property system must capture the fact that an environmental or ~ JFMIP SR-
hazardous substance is located on or contained within a property 00-
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item in accordance with 41 CFR 101-42.202. 4,12

03.01.49 A The property system must distinguish between capitalized property  JFMIP SR-
and expensed property tracked in the property management system.  00-

4,12

03.01.50 Y A The property system must capture and prioritize the estimated cost ~ JFMIP SR-
of repairs. 00-

4,13

03.0151 Y A The property system must accumulate data from multiple JFMIP SR-
appropriations. 00-

4,13

03.0152 Y A The property system must provide for on-line search capability JFMIP SR-
based on user-defined parameters. 00-

4,13

03.01.53 Y A The property system must provide the capability for agency JFMIP SR-
property management systems to interface on-line or through 00-

Internet with other property management systems external to the 4,13
agency to facilitate identification, location, or transfer of property
Federal Government-wide.

03.01.54 A The property system must disclose the quantity and/or value of such "DoDFMR,
facilities and equipment and the unique convertible nature of them "Volume 04,
in the General PP&E narrative section (footnotes) of DoD Chapter 06,
Component’s financial statements. 060105C4

02 Record Acquisition of Property, Plant, and Equipment

03.02.01 C The property system must record all general PP&E at cost. Cost SFFAS-6,
shall include all costs incurred to bring the PP&E to a form and 26;
location suitable for its intended use. If the General PP&E "DoDFMR,"
acquisition costs, including other costs necessary to bring the asset ~ Volume 04,
to an operable condition, do not equal or exceed DoD capitalization ~ Chapter 06,
threshold, the costs are expensed in the period incurred. 060104a

03.02.02 C The property system must generate the data required for the "DoDFMR,"
generation of general ledger entries necessary to record the Volume 04,
acquisition of PP&E when title passes to the acquiring DoD Chapter 06,
Component. Title passage will occur either at the time of delivery to  060105A2
the DoD Component (or an agent of the DoD Component) or at an
earlier contractually specified time.

03.02.03 C The property system must include internal use software as General SFFAS-10,
PP&E if it has a useful life of two years or more, provides a 15-27;
significant increase in functionality that is visible to the user and the "DoDFMR,"
cost of the software equals or exceeds the capitalization threshold. Volume 04,
Capitalized costs include purchase price, plus any material internal ~ Chapter 06,

costs incurred for implementation. The capitalized cost of
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contractor-developed software shall include the amount paid to the ~ 060209B

contractor to design, program, install, and implement new software

or to modify existing or COTS software, plus any costs incurred for

implementation. The capitalized cost of internally developed

software shall include the full cost (direct and indirect costs)

incurred during the software development phase. Full cost includes

the costs of new software (e.g., contract cost, salaries of

programmers, systems analysts, project managers, and

administrative personnel; associated employee benefits; outside

consultants’ fees; rent; and supplies and overhead) and technical

documentation.

03.02.04 C The property system must record the cost of General PP&E assets SFFAS-6,
acquired under a capital lease at its inception equal to the amount 29;
recognized as a liability plus any cash paid or other consideration "DoDFMR,"
given. Volume 04,

Chapter 06,
060201C5

03.02.05 C The property system must be able to record the cost of general SFFAS-6,
PP&E acquired through donation, devise, or judicial process 30;
excluding forfeiture at an estimated fair value at the time acquired "DoDFMR,"
by the government. The fair market value (also known as fair value)  Volume 04,
is an unbiased, equitable value based on the cost of a similar asset or Chapter 06,
the price that an impartial buyer would be willing to pay for the 060201C3
asset or a similar asset.

03.02.06 C The system must record the cost to be recorded for General PP&E SFFAS-6,
acquired through exchange between the Department and a 31;
nonfederal entity as the fair value of the PP&E surrendered at the "DoDFMR,"
time of exchange. If the fair value of the PP&E acquired is more Volume 04,
readily determinable than that of the PP&E surrendered, the cost Chapter 06,
shall be the fair market value of the PP&E acquired. If the fair value 060201C8

cannot be determined, the cost of the PP&E acquired shall be the
cost recorded for the PP&E surrendered, net of any accumulated
depreciation. Any difference between the net recorded amount of
the PP&E surrendered and the cost of the PP&E acquired shall be
recognized as a gain or loss. In the event that cash consideration is
included in the exchange, the cost of General PP&E acquired shall
be increased by the amount of cash consideration surrendered or
decreased by the amount of cash consideration received. If the DoD
Component enters into an exchange in which the fair value of the
PP&E acquired is less than that of the PP&E surrendered, the PP&E
acquired shall be recognized at its cost, as described previously and
subsequently reduced to its fair value. A loss shall be recognized in
an amount equal to the difference between the cost of the PP&E
acquired and its fair value. This guidance on exchanges applies only
to exchanges between a DoD Component and a nonfederal entity.
Exchanges between a DoD Component and another DoD
Component or federal agency shall be accounted for as a transfer.
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03.02.07 C The system must record the cost for General PP&E acquired SFFAS-6,
through exchange between the Department and a nonfederal entity 32;
at the fair value of the PP&E surrendered at the time of exchange. If "DoDFMR,"
the fair value of the PP&E acquired is more readily determinable Volume 04,
than that of the PP&E surrendered, the cost shall be the fair market ~ Chapter 06,
value of the PP&E acquired. If the fair value cannot be determined, = 060201C4
the cost of the PP&E acquired shall be the cost recorded for the
PP&E surrendered, net of any accumulated depreciation. Any
difference between the net recorded amount of the PP&E
surrendered and the cost of the PP&E acquired shall be recognized
as a gain or loss. In the event that cash consideration is included in
the exchange, the cost of General PP&E acquired shall be increased
by the amount of cash consideration surrendered or decreased by the
amount of cash consideration received. If the DoD Component
enters into an exchange in which the fair value of the PP&E
acquired is less than that of the PP&E surrendered, the PP&E
acquired shall be recognized at its cost, as described previously and
subsequently reduced to its fair value. A loss shall be recognized in
an amount equal to the difference between the cost of the PP&E
acquired and its fair value. This guidance on exchanges applies only
to exchanges between a DoD Component and a nonfederal entity.

Exchanges between a DoD Component and another DoD
Component or federal agency shall be accounted for as a transfer.

03.02.08 C The property system must record the cost of General PP&E SFFAS-6,
acquired through seizure or forfeiture at fair market value, less an 33;
allowance for any liens or claims from a third party. Seized "DoDFMR,"
property other than monetary instruments shall be disclosed in the Volume 04,
footnotes. The value of the seized Chapter 06,
property shall be accounted for in an agency's property management 060201C6;
records until the property is forfeited, returned, or otherwise SFFAS-3,
liquidated. 62

03.02.09 C The property system must record PP&E when the title passes to the ~ SFFAS-6,
acquiring entity or when the PP&E is delivered to the entity ortoan  34;
agent of the entity. In the case of constructed PP&E, it shall be "DoDFMR,"
recorded as construction in progress until it is completed and Volume 04,
available for use, whether or not actually placed in use at that time. ~ Chapter 06,
The balance shall be transferred to General PP&E at this time. The ~ 060105A2B

available for use date is NOT dependent on whether the building has
been officially transferred, or whether final payment has been made
and the contract closed out. The property system must record
general PP&E assets acquired by a contractor on behalf of a DoD
Component (e.g., the DoD Component that will ultimately hold title
to the assets), as recognized upon delivery or constructive delivery,
whether to the contractor performing the service, or to the DoD
Component. Delivery or constructive delivery shall be based on the
terms of the contract regarding delivery, receipt and acceptance.
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03.02.10 C If historical cost information for existing General PP&E has not SFFAS-6,
been maintained, the property system must record the assets at 40-41;
estimated valuations and documented for reference as well as "DoDFMR,"
estimates for any accumulated depreciation/amortization which Volume 04,
would have been taken had the asset been recorded at the time it Chapter 06,
was acquired. Estimates shall be based on: 060104B2
- The costs of similar assets at the time of acquisition, or
- The current costs of similar assets discounted for inflation since
the time of acquisition (i.e., by deflating current costs to costs at the
time of acquisition by the general price index).
03.02.11 Version 3 - These requirements deleted
03.02.15
03.02.16 C The property system must be able to record the value of SFFAS-29,
Stewardship land in terms of physical quantities rather than in 40.d;
monetary values. "DoDFMR,"
Volume 6B,
Chapter 11,
110102A2;
"DoDFMR,"
Volume 4,
Chapter 6,
0603081.d
03.02.17 Version 4 - These requirements deleted
03.02.18
03.02.19 C To maintain effective property accountability and control, and for "DoDFMR,"
financial reporting purposes, DoD Components shall record in DoD  Volume 04,
property accountability systems detailed information on property Chapter 06,
provided to contractors, to include real property (Government- 060107B
owned Contractor Operated facilities) and DoD property transferred
from one contract to another contract. DoD property that was
procured or fabricated by a contractor shall be accounted for and
reported by the contractor until the property is recorded in DoD
property accountability records or systems.
03.02.20 Version 3 - This requirement deleted
03.02.21 A The property system must record General PP&E consisting of "DoDFMR,"
tangible assets that meet all of the following criteria: Volume 04,
- Have an estimated useful life of two years or more; Chapter 06,
- Are not intended for sale in the ordinary course of operations; 060103A1

- Are acquired or constructed with the intention of being used or
being available for use by the entity; and

- Have an initial acquisition cost, book value, or when applicable, an
estimated fair market value that equals, or exceeds, DoD
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capitalization threshold.
03.02.22 A The property system must record General PP&E including assets "DoDFMR,"
acquired through capital leases, including leasehold improvements.  Volume 04,
Chapter 06,
060103A6A
03.02.23 A The property system must record General PP&E including property  "DoDFMR,"
owned by the reporting entity even though it may be in the Volume 04,
possession of others. Chapter 06,
060103A6B
03.02.24 A The property system must record General PP&E assets acquired "DoDFMR,"
when trading in another General PP&E asset equal to the sum of the  Volume 04,
book value of the asset traded plus any cash paid or liabilities Chapter 06,
assumed for the new asset. 060201C9
03.02.25 A The property system must record General PP&E assets acquired "DoDFMR,"
when trading in another General PP&E asset equal to the sum of the  Volume 04,
book value of the asset traded plus any cash paid or liabilities Chapter 06,
assumed for the new asset. 060201C9
03.02.26 A The property system must record the capitalized cost of tangible "DoDFMR,"
equipment items of a durable nature that are used by DoD in Volume 04,
providing goods and services in the Equipment account. Chapter 06,
060203
03.02.27 A The property system must record the value of capitalized "DoDFMR,"
improvements to leased property in the Leasehold Improvement Volume 04,
account. Chapter 06,
060208A
03.02.28 A The property system must accumulate the periodic amortization "DoDFMR,"
expense for leasehold improvements in the Accumulated Volume 04,
Amortization on Leasehold Improvements account . Chapter 06,
060208B
03.02.29 A The property system must capitalize and depreciate by the "DoDFMR,"
developing activity software that is developed by one activity and Volume 04,
used by another activity or activities without reimbursement. Chapter 06,
060209B4
03.02.30 A The property system must expense all data conversion costs "DoDFMR,"
incurred for internally developed, contractor developed or COTS Volume 04,
software shall be expensed as incurred, including the cost to develop Chapter 06,
or obtain software that allows for access or conversion of existing 060209C

data to the new software. Such costs may include the purging or
cleansing of existing data, reconciliation or balancing of data, and
the creation of new/or additional data.
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03.02.31 A The property system must expense all costs incurred after final "DoDFMR,"
acceptance testing has been successfully completed. Volume 04,
Chapter 06,
060209D
03.02.32 A The property system must distinguish between heritage assets and JFMIP SR-
multi-use heritage assets. 00-
4,16
03.02.33 A The property system must capture the estimated value of donated JFMIP SR-
assets. 00-
4,16
03.02.34 A The property system must classify PP&E according to the Standard ~ JFMIP SR-
General Ledger Accounts (e.g., buildings, land, equipment, assets 00-
under capital lease, software). 4,16
03.02.35 A The property system must create a skeletal property record or other  JFMIP SR-
mechanism for capturing information on property in-trans it from 00-
the providing entity (e.g., vendor, donator, loaner, grantor, etc.). The 4, 14
skeletal property record or other mechanism is required only for
property for which the government has taken title.
03.02.36 A The property system must complete the skeletal property record, or  JFMIP SR-
create a property record for items with no skeletal property record, 00-
upon assuming possession of the item, placing the real property 4,14
asset in service, or initiation of real estate instrument/grant.
03.02.37 A The property system must capture the method of acquiring each JFMIP SR-
property item or bulk property items (e.g., direct purchase, 00-
completed work-in-process, capital lease, donation, non-reciprocal 4,14
transfer or reciprocal transfer), and the date of acquisition.
03.02.38 A The property system must capture quantity, date of physical receipt  JFMIP SR-
or date real property is available for use or placed into service, and 00-
condition of item received when a condition assessment was made. 4, 14
03.02.39 A The property system must forward physical receipt information, JFMIP SR-
including quantity and date of physical receipt, to the acquisition 00-
system and Core Financial System. 4,14
03.02.40 Y A The property system must interface electronically with GSA’s JFMIP SR-
Worldwide Inventory. 00-
4,15
03.0241 Y A The property system must provide information on the status of JFMIP SR-
upgrades and overhauls to property. 00-
4,15
03.0242 Y A The property system must aggregate relatively homogenous assets JFMIP SR-
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into asset pools. 00-
4,15
03.0243 Y A The property system must capture warranty/guarantee information,  JFMIP SR-
including terms and period of coverage. 00-
4,15
03 Record Asset Value Changes
03.03.01 C The property system should identify the costs to improve a General  "DoDFMR,"
PP&E asset and capitalize the costs of the improvement when it Volume 04,
increases the General PP&E asset’s capability, size, efficiency, Chapter 06,
useful life or modifies functionality. Additionally, the cost of the 060204 A.
improvement must equal or exceed the capitalization threshold,
regardless of funding source.
03.03.02 Version 3 - These requirements deleted
03.03.04
03.03.05 The property system must generate data for the journal entries JFMIP SR-
necessary for recording changes in the valuation including any 00-
associated 4,16
gains or losses.
03.03.06 D Version 5 - This requirement deleted
03.03.07 C The property system should allocate a portion of each capital lease SFFAS-5,
payment to interest expense, and the balance shall be applied to 46;
reduce the lease liability using the effective interest rate method. DoDFMR,
Volume 4,
Chapter 7,
070207E;
DoDFMR,
Volume 4,
Chapter 6,
060206H
03.03.08 The property system should identify the type of cost recorded (e.g. JFMIP SR-
acquisition cost, estimated fair market value, revaluation, present 00-
value). 4,19
03.03.09 C The property system should capitalize and record General PP&E, DoDFMR,
that individually meet the capitalization threshold if the system is Volume 4,
capable of computing depreciation. The property system must Chapter 6,
interface with a system that computes depreciation if it is not 060103A3
capable of computing depreciation.
03.03.10 A The property system must record adjustments to property "DoDFMR,"
accountability records, systems and financial records for those Volume 04,
PP&E items where the physical identification and count disclosed Chapter 06,
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discrepancies. 060108F
03.03.11 A The property system must record adjustments to the general ledger  "DoDFMR,"
accounts to record PP&E found during the conduct of physical Volume 04,
inventories under the appropriate SGL accounts. Chapter 06,
060108G
03.03.12 A The property system must record the purchase cost of DoD- "DoDFMR,"
controlled buildings, improvements and renovations in the Volume 04,
Buildings, Improvements and Renovations account (USSGL 1730).  Chapter 06,
060202C1
03.03.13 A The property system must record the estimated fair market value of  "DoDFMR,"
buildings and the cost of placing such assets in the form intended Volume 04,
for use less any accumulated depreciation or amortization which Chapter 06,
would have been taken had the asset been recorded at the time it 060202C1
was acquired when the purchase cost cannot be determined.
03.03.14 A The property system must record the purchase cost of DoD- "DoDFMR,"
controlled utilities and improvements to land and facilities not Volume 04,
classified as buildings in the Other Structures and Facilities account ~ Chapter 06,
(USSGL 1730). 060202D1
03.03.15 A The property system must record the estimated fair market value of  "DoDFMR,"
placing such assets in the form intended for use less any Volume 04,
accumulated depreciation or amortization which would have been Chapter 06,
taken had the asset been recorded at the time it was acquired when 060202D1
the purchase cost cannot be determined.
03.03.16 A The property system must expense repairs to PP&E personal and "DoDFMR,"
real property. When repair is by replacement, the repair may be Volume 04,
expensed or it may be capitalized. Chapter 06,
060204C
03.03.17 A The property system must capitalize the cost of improvements to "DoDFMR,"
more than one General PP&E asset, when performed under a single ~ Volume 04,
contract or work order and that cannot be specifically identified by ~ Chapter 06,
asset, only if the allocated cost per General PP&E asset equals or 060204D
exceeds DoD capitalization threshold.
03.03.18 A The property system must remove asset from the PP&E accounts, "DoDFMR,"
along with its associated accumulated depreciation/amortization and  Volume 04,
record in the Other General PP&E account (1890) at its net Chapter 06,
realizable value (NRV) when a General PP&E asset is identified for  060205M
other than normal removal from service, such as would be the case
for assets that are part of a Base Realignment and Closure (BRAC).
03.03.19 A The property system must capture changes in quantities, including JFMIP SR-
unit of measure, where applicable, for beginning balance 00-
adjustments, additions, and deletions, and compute ending balances 4, 16
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by asset category.
03.03.20 A The property system must provide an audit trail for all adjustments  JFMIP SR-
to quantities and units. 00-
4,16
03.03.21 A The property system must capture the acquisition cost of an asset JFMIP SR-
and any changes in the valuation, where applicable for reporting 00-
purposes. 4,16
03.03.22 A The property system must provide an audit trail for all adjustments  JFMIP SR-
to property values. 00-
4,16
04 Depreciate, Amortize, or Deplete Asset
03.04.01 C The property system must calculate depreciation/ amortization SFFAS-6,
expense through the systematic and rational allocation of the cost of ~ 35;
general PP&E, less the estimated salvage/residual value, over the "DoDFMR,"
DoD standard recovery period of the general PP&E. Within the Volume 04,
DoD, straight-line depreciation method must be used. Depreciation ~ Chapter 06,
expense shall be recognized on all PP&E, except land and land 060205A,
rights of unlimited duration. Any changes in estimated life or 060205B
salvage/residual value must be treated prospectively. The change
must be accounted for in the period of the change and in future
periods. No adjustments should be made to previously recorded
depreciation or amortization.
03.04.02 C The property system must be able to record the estimated useful life "DoDFMR,"
of an asset for depreciation purposes based on the DoD standard Volume 04,
recovery period. Chapter 06,
060205,
JFMIP SR-
00-
4,17
03.04.03 Version 3 - This requirement deleted
03.04.04 C The property system must accumulate depreciation expense in a SFFAS-6,
contra asset account: accumulated depreciation. It must also 36;
accumulate amortization expense in a contra asset account: "DoDFMR,"
accumulated amortization Volume 04,
Chapter 06,
060105 A.
1.,
JFMIP SR-
00-
4,17
03.04.05 Version 3 - This requirement deleted
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03.04.06 C The property system must remove General PP&E from general DoDFMR,
PP&E accounts along with associated accumulated depreciation/ Volume 4,
amortization, if prior to disposal, retirement or removal from Chapter 6,
service, it no longer provides service in the operations of the entity =~ 060205L1,
because it has suffered damage, becomes obsolete in advance of SFFAS-6,
expectations, or is identified as excess. The General PP&E shall be 39
recorded in an appropriate asset account at its expected net
realizable value. Any difference in the book value of the PP&E and
its expected net realizable value shall be recognized as a gain or a
loss in the period of adjustment.

03.04.07 D Version 5 - This requirement deleted Property,

Plant and
Equipment

03.04.08 Version 3 - This requirement deleted

03.04.09 Version 3 - This requirement deleted

03.04.10 C The property system must recognize the proper accounting "DoDFMR,"
treatment (expense or capitalization and depreciation or Volume 04,
amortization) and the reporting of capitalized amounts and Chapter 06,
accumulated depreciation or amortization on the appropriate DoD 060105A
Component’s financial statements for accountability and financial
reporting purposes.

03.04.11 Version 3 - These requirements deleted

03.04.18

03.04.19 D Version 5 - This requirement deleted

03.04.20 The property system must be able to depreciate capital lease assets  "DoDFMR,"
for those activities authorized to enter into capital lease agreements.  Volume 04,
The depreciation expense and the accumulated depreciation should  Chapter 06
be reflected in the financial accounts. 060207

03.04.21 C Capital assets that (1) are donated to a Defense Working Capital "DoDFMR,"
Fund (DWCF) activity by organizations outside the DoD and (2) Volume
meet the capitalization criteria shall be capitalized to the DBOF at 11B,
estimated fair market value plus any associated costs for Chapter 58,
transportation, installation, and other related costs necessary to put ~ E6C3
the asset in the place and in the form in which it shall be used.

03.04.22 C The property system must record capital assets that are transferred "DoDFMR,"
out of a Defense Business Operations working capital fund activity ~ Volume
to another DoD activity, Government Agency or others shall be 11B,
transferred at the recorded acquisition cost less accumulated Chapter 58,
depreciation as of the date of transfer. E6C4
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03.04.23 The property system must allow authorized users system access to JFMIP SR-
change the estimated useful life of an asset, the depreciation 00-
method, and the estimated salvage value, and make adjustments to 4,17
PP&E asset and contra-asset accounts on an exception basis.
03.04.24 Version 3 - These requirements deleted
03.04.25
03.04.26 The property system should calculate depreciation on asset pools. JFMIP SR-
00-
4,19
03.04.27 C Costs which either extend the useful life of existing general PP&E, SFFAS-6,
or enlarge or improve its capacity shall be capitalized and 37;
depreciated/amortized over the remaining useful life of the "DoDFMR,"
associated general PP&E. Volume 04,
Chapter 06,
060204 A
03.04.28 D Version 5 - This requirement deleted "DoDFMR,"
Volume 04,
Chapter 06,
060205A
03.04.29 A The system must record as capital leases the lease that meet the SFFAS-6,
following four criteria. Otherwise, it should be classified as an 20;
operating lease. "DoDFMR,"
- The lease transfers ownership of the property to the lessee by the Volume 04,
end of the lease term. Chapter 06
- The lease contains an option to purchase the leased property at a 060206E
bargain price.
- The lease term is equal to or greater than 75 percent of the
estimated economic life of the leased property.
- The present value of rental and other minimum lease payments,
excluding that portion of the payments representing executory cost,
equals or exceeds 90 percent of the fair value of the leased property.
- The last two criteria are not applicable when the beginning of the
lease term falls within the last 25 percent of the total estimated
economic life of the leased property.
03.04.30 A The property system must provide an audit trail for amortization, JFMIP SR-
depletion and depreciation expense. 00-
4,17
05 Record Disposition/Retirement of Asset
03.05.01 Version 3 - This requirement deleted
03.05.02 C The property system must remove general PP&E accounts along DoDFMR,"
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with associated accumulated depreciation/ amortization, if prior to Volume 04,
disposal, retirement or removal from service, it no longer provides Chapter 06,
service in the operations of the entity. 060205L
03.05.03 C The property system must no longer depreciate gneral PP&E once DoDFMR,"
the asset no longer contributes to the operation of the entity. Volume 04,
Chapter 06,
060205L
03.05.04 C The property system must record the disposal start date on whichan DoDFMR,"”
asset is no longer depreciated, remove its book value from the Volume 04,
financial records, and record the corresponding gain/loss from Chapter 06,
disposition. For demolitions, this represents the demolition 060205L
contract’s start date. For transfers and sales, this represents the date
on which the instrument is endorsed or operation is ceased,
whichever comes later. For natural disasters, this represents the
actual date of the incident.
03.05.05 Version 3 - These requirements deleted
03.05.06
03.05.07 D Version 5 - These requirements deleted
03.05.08
03.05.09 A The property system must identify excess property or property held  JFMIP SR-
for disposal/retirement. 00-
4,17
03.05.10 A The property system must transfer property record data to the JFMIP SR-
property disposal organization or receiving entity. 00-
4,17
03.05.11 A The property system must capture date of transfer, transferring JFMIP SR-
entity, and recipient organization (disposal organization or recipient  00-
entity). 4,17
03.05.12 A The property system must capture all essential information related JFMIP SR-
to excess property and disposal as required by Federal Management  00-
Regulation (FMR) 102-36 for applicable agencies. 4,17
03.05.13 A The property system must capture type of disposal action (e.g., JFMIP SR-
retirement, exchange, sale, donation, etc.), final disposition, and 00-
date of disposal. 4,17
03.05.14 A The property system must capture property retirement or disposal JFMIP SR-
status. 00-
4,17
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03.05.15 A The property system must capture deletions. JFMIP SR-

00-
4,17

03.05.16 A The property system must calculate gain or loss at time of disposal JFMIP SR-
or retirement, sale, exchange, donation. 00-

4,17

03.05.17 A The property system must transfer the asset’s acquisition cost, JFMIP SR-
accumulated depreciation/amortization, and the amount of gain or 00-
loss to the Core Financial System at the time of asset transfer, 4,17
disposal, or retirement.

03.05.18 A The property system must maintain an audit trail of transfer, JFMIP SR-
disposal, and retirement actions. 00-

4,17

03.05.19 Y A The property system must capture estimated cost to demolish JFMIP SR-
property, or otherwise dispose of property. 00-

4,19

06 Deferred Maintenance Costs and Cleanup Costs

03.06.01 C The property system must record the total estimated cost of SFFAS-6,
environmental liabilities associated with General PP&E placed in 94;
service prior to October 1, 1997, shall be recognized as follows: "DoDFMR,"
(a) In the initial year the liability is recorded, unless the costs are Volume 04,
intended to be recovered through user charges. Chapter 13,
(b) If the costs are intended to be recovered through user charges, 130202B1
then the DoD Components shall recognize a liability for that portion  130202B2
of the asset that has passed since the PP&E was placed into service
in the initial year the liability is recorded. The remaining liability
shall be systematically recognized over the remaining useful life.

The property system must recognize the estimated environmental
liabilities associated with General PP&E placed in service after
September 30, 1997, that have future environmental closure and/or
environmental cleanup requirements over the useful life.

03.06.02 Environmental cost estimates shall be reviewed annually and SFFAS-6,
revised when there is evidence that significant changes in the cost 96;
measurement have occurred, such as changes in scope, ownership, "DoDFMR,"
regulation, or technology. As a minimum, long-term cost estimates ~ VVolume 04,
shall be adjusted upward or downward annually, through indexing, ~ Chapter 13,
to maintain them on a current cost basis as if acquired in the current  130204D
period.

03.06.03 During each period that general PP&E is in operation, the property ~ SFFAS-6,
system must record a portion of the estimated total cleanup costsas 97, 98;
an expense. This expense allocation must be done in a systematic "DoDFMR,"
and rational manner based on the use or physical capacity of the Volume 04,
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associated PP&E, whenever possible. If physical capacity is not Chapter 13,
applicable or estimable, the estimated useful life of the associated 130202,
PP&E may serve as the basis for systematic and rational recognition 130204E
of expenses and accumulation of the liability. Recognition of the
expense and accumulation of the liability shall begin on the date that
the PP&E is placed into service, continue in each period that
operation continues, and be completed when the PP&E ceases
operation.
03.06.04 C The system must recognize payments as a reduction in the liability =~ SFFAS-6,
for cleanup costs as cleanup costs are paid. These include the cost of  100;
PP&E or other assets acquired for use in cleanup activities. "DoDFMR,"
Volume 04,
Chapter 13,
130204D
03.06.05 C The property system must recognize the estimated environmental SFFAS-6,
liabilities associated with cleanup cost for Stewardship PP&E in the  101;
period that the asset is placed into service. "DoDFMR,"
Volume 04,
Chapter 13,
130202B3
03.06.06 C The property system must record the cumulative effect of changes SFFAS-6,
in cost estimates by recognizing an expense in the current 102;
accounting period and adjusting the corresponding "Estimated "DoDFMR,"
Cleanup Cost" liability. Pending system modernization, an Volume 04,
alternative is to reverse the accumulation entry at the opening of the  Chapter 13,
subsequent fiscal year. In this event, the entire revised estimated 130202D1
liability and related expense would be entered in the current
reporting period.
03.06.07 D Version 5 - These requirements deleted
03.06.10
03.06.11 C An entity must recognize the liability for stewardship PP&E that are  SFFAS-6,
in service at the effective date of SFFAS-6 (beginning afer 106;
September 30, 1997), the liability for cleanup costs shall be "DoDFMR,"
recognized and an adjustment should made to the Net Position of Volume 6B,
the entity. The amount of the adjustment shall be shown as a "prior ~ Chapter 14,
period adjustment™ in any statement of changes in net position that ~ Table 14-6
may be required. The amounts involved shall be disclosed.
03.06.12 D Version 5 - This requirement deleted
03.06.13 C An entity must show as a prior period adjustment in its Statement of SFFAS-6,
Changes in Net Position the amount of the liability that was changed 105;
due to implementing the cleanup costs standard in SFFAS-6. The "DoDFMR,"
amounts involved shall be disclosed and to the extent possible the Volume 6B,
Chapter 14,
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amount ssociated with current and prior periods should be noted. Table 14-6
03.06.14 D Version 5 - This requirement deleted
03.06.15 The property system should provide the capability to forecast or JFMIP SR-
schedule maintenance requirements for future periods. 00-
4,19
03.06.16 A At a minimum, the property system must present deferred SFFAS-6,
maintenance in the financial statements as required supplementary 83;
information for all General PP&E including identification of each SFFAS-14,
major class of asset for which maintenance has been deferred and 9;
the method of measuring deferred maintenance for each major class "DoDFMR,"
of PP&E. Volume 04,
Chapter 6,
060109D1
03.06.17 A The property system must capture management’s estimate of JFMIP SR-
deferred maintenance. This may be accomplished through a process  00-
or system other than in a property system. 4,17
03.06.18 A The property system must capture management’s assessment of JFMIP SR-
property condition. This may be accomplished through a process or ~ 00-
system other than in a property system. 4,18
03.06.19 A The property system must capture the fact that an environmental or ~ JFMIP SR-
hazardous substance is located on or contained within a property 00-
item in accordance with 41 CFR 101-42.202. 4,18
03.06.20 A The property system must capture the total estimated clean-up cost ~ JFMIP SR-
when the item is placed in service if the PP&E meets the criteria 00-
established in paragraph 88 of SFFAS No. 6. This may be 4,18
accomplished through a process or system other than in a property
system.
03.06.21 A The property system must capture environmental liabilities JFMIP SR-
associated with PP&E when an event has occurred and the liability ~ 00-
is probable and estimable. This may be accomplished through a 4,18
process or system other than in a property system.
03.06.22 A The property system must calculate the annual amortization of JFMIP SR-
estimated material, clean-up costs, and the unamortized balance for  00-
general PP&E. 4,18
03.06.23 A The property system must estimate environmental liability cost "DoDFMR,"
measurements for each environmental site located at an installation ~ Volume 04,
or organizational level. The liability cost estimates should include Chapter 13,
the anticipated costs of the level of effort required to cleanup 130204C

hazardous wastes, as well as the costs of complying with associated
applicable legal and/or regulatory requirements. Such cost estimates
are calculated on a current cost basis and based on a current
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03.06.24

decontamination and/or disposal plan, existing laws, and
technology. The cost estimates for both the environmental and
nonevironmental portion of the liability should include the
following cost elements, as applicable:

1. Compensation and benefits of government personnel expected to
devote significant time directly to a disposal effort to include
security and surveillance.

2. Efforts to tear down, remove, and dispose of the item(s) to
include transportation, demilitarization, and dismantlement.

3. Planning and design efforts to include contract advertisement and
document reproduction.

4. Landscaping costs.

5. Permits, licenses, and approval to include State Historic
Preservation Officer concurrence and documentation. Also included
are screening costs of suitable property for the homeless as
established by the McKinney Act in Public Law 101-645.

6. Repair costs if disposed without being demolished.

7. Cost of employing contractors, engineers, and consultants.

8. Cost of dedicated facilities, machinery, and equipment and the
related operating and maintenance costs.

9. Research and development costs for alternative remediation
technologies.

10. Grants to state and local governments.

11. Payments to state, tribal, and local governments.

12. Payments to regulatory agencies to provide technical support,
e.g. document review of planned studies.

The property system shall maintain an inventory of environmental
sites and reconcile it with PP&E records at least annually.

07 Stewardship Property, Plant, and Equipment (Including Federal Mission PP&E)

"DoDFMR,"
Volume 04,
Chapter 13,
130204F

03.07.01
03.07.09

03.07.10

03.07.11

03.07.12

Version 4 - These requirements deleted

The property system must expense the costs of acquiring Heritage
Assets and Stewardship Land in the period incurred.

The property system must recognize the cost of acquiring,
improving, reconstructing, or renovating Heritage Assets, other than
Multi-Use Heritage Assets, as a cost on the Statement of Net Cost
for the period in which the cost is incurred.

The property system must not recognize amounts for Heritage
Assets acquired through donation or devise (a will or clause of a
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will disposing of property) in the cost of Heritage Assets except for ~ Chapter 6,
assets classified as Multi-Use Heritage Assets. 060303A2

03.07.13 A The property system must capitalize the costs of acquisition, "DoDFMR,"
improvement, or reconstruction of Multi-Use Heritage Assets as Volume 04,
General PP&E and depreciated if the costs equal or exceed DoD Chapter 6,
capitalization threshold. 060303B1
03.07.14 A The property system must recognize assets classified as Multi-Use "DoDFMR,"
Heritage Assets and acquired through donation or devise as General ~ Volume 04,
PP&E at the fair value of the assets at the time received and the Chapter 6,
amount shall also be recognized as non-exchange revenues on the 060303B2
Statement of Financing.
08 Reporting
03.08.01 An entity's capitalization threshold(s) should be disclosed in its SFFAS-6,
financial statements. 13;
"DoDFMR;"
Volume 6B,
Chapter 14,
Table 14-6
03.08.02 Version 2 - This requirement deleted
03.08.03 C An entity should disclose in its financial statements the following SFFAS-6,
for general PP&E: the cost, depreciation/amortization method, 45;
service life, acquisition value, accumulated "DoDFMR,"
depreciation/amortization, net book value by major asset class, Volume 6B,
general PP&E in the possession of contractors, restrictions on the Chapter 10,
use or convertibility of general PP&E, and other information 101203
including adjustments, general disclosures, and information
regarding heritage assets and stewardship land.
03.08.04 D Version 5 - This requirement deleted
03.08.05 Version 2 - These requirements deleted
03.08.08
03.08.09 C An entity shall disclose the cost of improving, reconstructing, or SFFAS-6,
renovating heritage assets. Also, in the event that heritage assets are  61;
acquired or constructed, the cost should be recognized as a cost of "DoDFMR,"
the period incurred. These costs should be disclosed as ”Cost of Volume 6B,
Heritage Assets" in the footnotes. Chapter 14,
Table 14-6,
"DoDFMR,"
Volume 6B,
Chapter 05,
050202A
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03.08.10 The cost of heritage assets transferred from another Federal entity SFFAS-6,
shall be the book value of the asset recorded on the transferring 61;
entity's books. An entity that receives heritage assets, by transfer "DoDFMR,"
from another Federal entity where the book value of the assets is not  Volume 6B,
known, or through donation, shall disclose the market value, if Chapter 14,
known and material, in the notes to the Statement of Net Costs. Table 14-6
03.08.11 An entity that receives heritage assets by transfer from another SFFAS-6,
Federal entity or through donation, where the value cannot be 61;
estimated, shall disclose in the notes to the Statement of Net Costs,  "DoDFMR,"
information regarding the quantities and types of assets received. Volume 6B,
Chapter 14,
Table 14-6
(Page 14-16)
03.08.12 Version 2 - These requirements deleted
03.08.15
03.08.16 An entity shall disclose the cost of acquiring stewardship land as SFFAS-29,
"Cost of Stewardship Assets" in the Statement of Net Cost 37;
(including all costs incurred to bring the land to its current "DoDFMR,"
condition). Volume 6B,
Chapter 14,
Table 14-6
(Page 14-16)
03.08.17 C The cost of stewardship land transferred from another Federal entity =~ SFFAS-29,
shall be the book value of the land recorded on the transferring 39;
entity's books. If the receiving entity does not know the book value, "DoDFMR,"
the transfer shall be disclosed in notes if material. In other cases, Volume 6B,
stewardship land may be transferred between Federal entities. Chapter 14,
Transfers of stewardship land shall be disclosed in the notes if Table 14-6
material. (Page 14-17)
03.08.18 D Version 5 - These requirements deleted
03.08.19
03.08.20 Version 2 - These requirements deleted
03.08.21
03.08.22 D Version 5 - This requirement deleted
03.08.23 C An entity that reports amounts for deferred maintenance may SFFAS-6,
measure the amounts using condition assessment surveys or 80;
lifecycle forecasts. The method used to determine the estimated SFFAS-14,
amounts of deferred maintenance must be reported in the narrative 6;
statement to the Required Supplementary Information Deferred "DoDFMR,"
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Maintenance Report in DoD Component financial statements. Volume 04,
Chapter 06,
060109C

03.08.24 C At a minimum, an entity must present as required supplementary SFFAS-6,
information, for all categories of PP&E (general PP&E, Federal 83;
mission PP&E, heritage assets, and stewardship land): SFFAS-14,
(1) the identification of each major class of asset, as determined by  8;
the entity, for which maintenance has been deferred, and "DoDFMR,"
(2) the method of measuring deferred maintenance for each major Volume 4,
class of PP&E. Chapter 6

060109D.1.a
and
060109D.1.b

03.08.25 C If an entity uses the condition assessment survey method of SFFAS-6,
measuring deferred maintenance, it should present as required 83;
supplementary information the following for each major class of SFFAS-14,
PP&E: (1) a description of requirements or standards for acceptable  8;
operating conditions, (2) any changes in the condition requirements  “DoDFMR,"
or standards, and (3) the asset condition and the range estimate of Volume 04,
the dollar amount of maintenance needed to return it to its Chapter 06,
acceptable operating condition. Examples of condition information ~ 060109. D.
include, but are not limited to (1) averages of standardized condition 1. c.
rating codes, (2) percentage of assets above, at or acceptable-
condition, or (3) narrative information.

03.08.26 C An entity that uses the total life cycle cost method of measuring SFFAS-6,
deferred maintenance should present as required supplementary 83;
information the following for each major class of PP&E: (1) the SFFAS-14,
original date of the maintenance forecast and an explanation for any  8;
changes to the forecast, (2) the prior year balance of the cumulative  “DoDFMR,"
deferred maintenance amount, (3) The dollar amount of the Volume 04,
maintenance requirement estimated for the reporting period, (4) the  Chapter 06,
amount of maintenance actually performed during the period, (5) 060109. D.
the difference between the forecast and actual maintenance,(6) any 1. d.
adjustments to the scheduled amounts deemed necessary by the
managers of the PP&E, and (7) the ending cumulative balance or
the reporting period for each class of the asset experiencing deferred
maintenance.

03.08.27 If an entity elects to report critical and non-critical amounts of SFFAS-6,
deferred maintenance for PP&E, then the information shall include  84;
management's definition of these categories. SFFAS-14,

9

03.08.28 C An entity shall disclose in its financial statements the sources (laws  SFFAS-6,

and regulations) for cleanup requirements. 107;
"DoDFMR,"
Volume 4,
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Chapter 13,
130203, A.
1.

03.08.29 C An entity must disclose in its financial statements the method for SFFAS-6,

assigning estimated total cleanup costs to current operating periods.  108;
"DoDFMR,"
Volume 4,
Chapter 13,
130203, A.
3.

03.08.30 C An entity shall disclose in its financial statements the unrecognized = SFFAS-6,
amounts of environmental liabilities for assets that require the 109;
systematic recognition of the total estimated cleanup costs. The "DoDFMR,"
DoD Component should recognize the portion of the total cost that ~ Volume 4,
is attributed to the useful life of the asset that has expired since the Chapter 13,
asset was placed in service. The balance or the total estimated 130203, A.
cleanup cost is the unrecognized cost of the liability. 4.

03.08.31 C An entity must disclose in its financial statements material changes  SFFAS-6,
in total estimated cleanup costs due to changes in laws, technology,  110;
or plans. "DoDFMR,"

Volume 4,
Chapter 13,
130203, A.
5.

03.08.32 C An entity shall disclose in its financial statements the portion of the ~ SFFAS-6,
changes in estimated costs due to changes in laws and technology 110;
that is related to prior periods. "DoDFMR,"

Volume 4,
Chapter 13,
130203, A.
6.

03.08.33 C An entity shall disclose in its financial statements the nature of SFFAS-6,
clean-up estimates and the disclosure of information regarding 111;
possible changes due to inflation, deflation, technology, or "DoDFMR,"
applicable laws and regulations. Volume 4,

Chapter 13,
130203, A.
8.

03.08.34 C Due to the significant accounting and reporting changes approved "DoDFMR,"
by the FASAB regarding military equipment, the system must no Volume 6B,
longer report RSSI of military equipment. Chapter 11,

110102A,;
110201
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03.08.35 D Stewardship PP&E, also referred to as Stewardship Assets, is SFFAS-8,
PP&E-owned by the Department, which includes Heritage Assets Chapter 3;
and Stewardship Land. Prior to fiscal year (FY) 2003, Stewardship  "DoDFMR,"
Assets included National Defense PP&E (ND PP&E). However, the  Volume 6B,
Federal Accounting Standards Advisory Board (FASAB) recently Chapter 11,
voted to rescind Statement of Federal Financial Accounting 110102A;
Standards No. 11, which established and defined the term ND 110201
PP&E, and to reclassify these assets as General PP&E for FY 2003
and beyond. These assets are now referred to as military equipment.
Due to the significant accounting and reporting changes approved
by the FASAB regarding military equipment, RSSI reporting of
military equipment has been terminated. Reporting of quantity and
condition information is no longer required.
03.08.36 D Version 5 - These requirements deleted
03.08.38
03.08.39 Version 2 — These requirements deleted
03.08.44
03.08.45 C Using the same basis of accounting as used for financial statement SFFAS-8,
purposes the property system must be able to measure the 84,
following: - Nonfederal Physical Property Investments, and SFFAS-8,
Research and Development Investments for stewardship 97;
investments. "DoDFMR,"
Volume 6B,
Chapter 11,
110102B1,
B2
03.08.46 C Cash grants related to Nonfederal Physical Property programs are "DoDFMR,"
recognized and reported as expenses in arriving at the net cost of Volume 6B,
operations and are not to be included in the INPP report. Chapter 11,
110503B,
SFFAS-8,
85
03.08.47 D Version 5 - These requirements deleted
03.08.50
03.08.51 A The property system must produce reports in accordance with user JFMIP SR-
defined criteria. Such reports may: 00-
* Provide property information to allow appropriate users to conduct 4, 12

an inventory of current holdings or any subset of those holdings at
any time.
* Allow a user to access both summary data and more detailed data.
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Req. ID Added?  Type Requirement Source(s)
03.08.52 A The property system must disclose the amount of operating and "DoDFMR,"
capital expenditures used to remediate legacy waste for Volume 4,
environmental liabilities. Legacy waste is the remediation efforts Chapter 13,
covered by the Defense Environmental Restoration Program. 130203A2
03.08.53 A The property system must disclose the estimated cleanup costs "DoDFMR,"
associated with General PP&E placed into service during each fiscal Volume 4,
year for environmental liabilities. Chapter 13,
130203A7
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CHAPTER 4

Inventory, Operating Materials and Supplies, Stockpile
Materials

Introduction

The Department of Defense is the largest holder of inventory assets in the Federal
government, owning and controlling such assets with net values exceeding $125 billion. The
magnitude of the Department’s inventory holdings and their significance to financial
management and program operations require stringent systems of accountability and control.
Inventory systems must be an integral part of DoD’s total financial management system. JFMIP
publishes inventory system requirements in JFMIP-SR-03-02.

In addition to systems requirements promulgated by JFMIP, OMB has published specific
accounting requirements for inventories and related assets in SFFAS-3, “Accounting for
Inventory and Related Property.” SFFAS-3 stipulates that inventories be accounted for at
historical cost or methods which approximate historical costs. The Department has selected the
moving average cost method for valuing its inventory and related materials. Components may
request policy exceptions per the Director for Accounting Policy (ODCFO-AP).

This version contains the Inventory System Requirements published by JFMIP in 2003.
The latest publication recognizes an expansion of the basic inventory requirements to include
requirements for related property, such as operating materials and supplies and stockpile, which
although similar in many ways to inventory, may have unique accounting, reporting, and other
requirements. Specific mandatory requirements for Inventory, Supplies and Materials apply
only to those agencies which manage such property in their programs, otherwise they are
considered value-added.
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Inventory (Including Operating Materials and Supplies, and Stockpile

Materials

Functional Requirements
1. Inventory Recognition and Valuation

2. Determining Inventory Needs

3. Inventory in Storage
4. Inventory Undergoing Repair or in Production
5. Inventory Disposition

6. Inventory Program Planning and Monitoring

7. Operating Materials and Supplies

8. Stockpile Materials

9. Reporting

10. Common Requirements for Inventory
Classification

11. Interface Reconciliation Requirements

12. Interface Support Requirements

13. General Technical Requirements

14. Security and Internal Controls Requirements
15. Access to Information Requirements

16. Data Entry Requirements

17. Archiving and Purging Requirements

18. Inventory, Supplies and Materials Acquisition
Process: General Requirements

19. Inventory, Supplies and Materials Acquisition
Process: Needs Determination

20. Inventory, Supplies and Materials Acquisition
Process: Budget Establishment Process

21. Inventory, Supplies and Materials Acquisition
Process: Acquiring Process

22. Inventory, Supplies and Materials Acquisition
Control Process: Control of Inventory, Supplies
and Materials

23. Inventory, Supplies and Materials Acquisition
Control Process: Item Receipt

24. Inventory, Supplies and Materials Acquisition
Control Process: Inspection Process

25. Inventory, Supplies and Materials Acquisition
Control Process: Placement into Inventory

26. Inventory, Supplies and Materials Acquisition
Control Process: Initial Valuation and Financial
Categorization

27. Inventory Valuation and Disposition: Physical
Verification

28. Inventory Valuation and Disposition:
Accounting for Stored Items

29. Inventory Valuation and Disposition:
Movement and Tracking

30. Inventory Valuation and Disposition:
Accounting for Items In-Transit

31. Inventory Valuation and Disposition: Transfer
to Repair Status

32. Inventory Valuation and Disposition: Account
for Repair Cost

33. Inventory Valuation and Disposition: Return of
Inventory

34. Inventory Valuation and Disposition:
Production Ordering

35 Inventory Valuation and Disposition: Work-In-
Progress Costs

36. Inventory Valuation and Disposition: Record
Finished Goods

37. Stockpile: Management Information

38. Inventory, Supplies, and Material Disposition:
Materials Disposition

39. Inventory, Supplies, and Material Disposition:
Distribution

40. Inventory, Supplies, and Material Disposition:
Disposal
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Req. Id. Requirement Source(s)
01 Inventory Recognition and Valuation
04.01.01 The system must categorize inventory, as defined in SFFAS 3, SFFAS-3,
paragraph 18, as (1) inventory held for sale, (2) inventory held  18;
in reserve for future sale, (3) excess, obsolete and "DoDFMR,"
unserviceable inventory, or (4) inventory held for repair. Volume 6B,
Chapter 10,
10-64
04.01.02 The agency’s Inventory, Supplies and Materials system must DoDFMR
record inventory when title passes from vendor to the Volume 11B,
purchasing activity or when the product is delivered to the Chapter 55,
purchasing entity, whichever is earlier. G.2; SFFAS-
3, 19;
JFMIP-SR-
03-02, 42
04.01.03 The agency’s Inventory, Supplies and Materials system must DoDFMR
recognize, upon sale (when the title passes or the goods are Volume 11B,
delivered) or upon use in the provision of a service, the related Chapter 55,
expense and the cost of those goods shall be removed from G.2; SFFAS-
inventory. 3, 19;
JFMIP-SR-
03-02, Pg. 42
04.01.04 The system shall maintain separate accounts to identify DoDFMR
transactions that result in inventory gains, losses and Volume 11B,
adjustments. Chapter 55,
E.4; SFFAS-
3, 23;
JFMIP-SR-
03-02, Pg. 43
04.01.05 Where historical cost is identified as the appropriate inventory DoDFMR
valuation method, the system must value inventory using the Volume 6B,
moving average cost (MAC) or other OUSD(C) Accounting Chapter 10,
Policy approved method. (This guidance has been modified to 1011 (Note
incorporate the changes addressed in the OUSD(C) 9) and
MEMORANDUM, Jul 6 2001, Subject: Approved Valuation Volume 11B,
Method for Inventory Held for Sale and Operating Materials Chapter 55,
and Supplies). H.1 and H.2;
SFFAS-3,
22; JFMIP-
SR-03-02,
Pg. 93,
Appendix C
04.01.06 When using historical cost, the system must include all SFFAS-3, 21
appropriate purchase, transportation and production costs & 43;
incurred to bring the items to their current condition and JFMIP-SR-
location. 03-02, Pg.
81, Appendix
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Req. Id. A\ézlgg? C%a/tgge Requirement Source(s)
B,
"Historical
Cost
Method" and
Pg. 93,
Appendix C
04.01.07 The system must charge any abnormal costs, such as SFFAS-3, 21
excessive handling or rework costs, to operations of the & 43;
period. JFMIP-SR-
03-02, Pg.
81, Appendix
B,
"Historical
Cost
Method" and
Pg. 93,
Appendix C
04.01.08 When using Historical cost, the system must value donated SFFAS-3, 21
inventory shall be valued at its fair value at the time of & 43;
donation. JFMIP-SR-
03-02, Pg.
81, Appendix
B,
"Historical
Cost
Method" and
Pg. 93,
Appendix C
04.01.09 C The system must value inventory acquired through exchange ~ SFFAS-3,
of non-monetary assets (e.g., barter) at the fair value of the 43; JFMIP-
asset received at the time of the exchange. Any difference SR-03-02,
between the recorded amount of the asset surrendered and the  Pg. 93,
fair value of the asset received shall be recognized as a gainor  Appendix C
a loss.
04.01.10 The system must apply the moving average cost (MAC) flow  DoDFMR
assumptions or other OUSD(C) Accounting Policy approved Volume 6B,
method in arriving at historical cost of ending inventory and Chapter 10,
cost of goods sold. (This guidance has been modified to 1011 (Note
incorporate the changes addressed in the OUSD(C) 9) and
MEMORANDUM, Jul 6 2001, Subject: Approved Valuation Volume 11B,
Method for Inventory Held for Sale and Operating Materials Chapter 55,
and Supplies). H; SFFAS-3,
20; JFMIP-
SR-03-02,
Pg. 93
Appendix C
04.01.11 Version 4 - These requirements deleted
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Value Change

Req. Id. Added? Type Requirement Source(s)
04.01.14
04.01.15 C The system may value inventories at expected net realizable SFFAS-3,
value method as an exception. Use of this method is 26; JFMIP-
acceptable if there is (1) an inability to determine approximate SR-03-02,
costs, (2) immediate marketability at quoted prices, and (3) App. C, Pg.
unit interchangeability (e.g., petroleum reserves). 93 and 94.
04.01.16 Version 4 - These requirements deleted
04.01.17 C The system must record excess, obsolete, and unserviceable "DoDFMR,"
inventory. Operating materials and supplies will be valued Volume 11B,
using the expected net realizable value. Chapter
55, .3C;
SFFAS-3,
30; JFMIP-
SR-03-02,
Pg. 94,
Appendix C;
OoMB
Circular A-
136, 9.9.3;
FASAB-1,
page 33
02 Determining Inventory Needs & 03 Inventory in Storage
04.02.01 D Version 5 — These requirements deleted
04.02.22
03 Inventory in Storage
04.03.01 D Version 5 — These requirements deleted
04.03.11
04.03.12 A To support the item receipt process, the agency’s Inventory, JFMIP-SR-
Supplies and Materials must record information on material 03-02, 46;
returned by customers and provide customer credit/refundon  DoDFMR,
items returned in accordance with the agency’s return policy. ~ Volume 11B,
Chapter 55,
pages 55-6
and 7,
sections
F.5.a. andb

04.03.13 D Version 5 - These requirements deleted

04.03.38

04 Inventory Undergoing Repair or in Production
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Req. Id. A\ézlgg? C%a/tgge Requirement Source(s)
04.04.01 D Version — This requirement deleted
04.04.02 The system must be able to account for inventory held for DoDFMR
repair in one of two ways: (1) the allowance method or (2) the  Volume 11B,
direct method. Chapter 55;
SFFAS-3-32;
JFMIP-SR-
03-02, Pg. 94
04.04.03 D Version 5 - This requirement deleted
04.04.04 C To support the transfer to repair status process, the agency’s DoDFMR
Inventory, Supplies and Materials system, when using the Volume 11B,
allowance method, must value inventory held for repair at the ~ Chapter 55,
same value as a serviceable item. However, an allowance for H.3.b;
repairs contra-asset account (i.e., repair allowance) will be SFFAS-3,
established. As the repairs are made the cost of repairs shall 32; JFMIP-
be charged to the allowance for repairs account. SR-03-02,
Pg. 94
04.04.05 A To support the transfer to repair status process, the agency’s JFMIP-SR-
Inventory, Supplies and Materials system, when using the 03-02, 94;
allowance method, must establish an allowance for repairs SFFAS-3,
consistent with the estimated annual cost of repairs or 32;
consistent with impaired status in the case of items which will DoDFMR
not be repaired within the year. Volume 11B,
Chapter 55,
H.3.b
04.04.06 C To support the transfer to repair status process, the agency’s DoDFMR
Inventory, Supplies and Materials system, when using the Volume 11B,
allowance method, as the repairs are made, the cost of repairs ~ Chapter 55,
shall be charged to the allowance for repairs account. H.3.b;
SFFAS-3,
32; JFMIP-
SR-03-02, 94
04.04.07 C Under the direct method, inventory held for repair shall be DoDFMR
valued at the same value as a serviceable item less the Volume 11B,
estimated repair costs. When the repair is actually made, the Chapter 55;
cost of the repair shall be capitalized in the inventory account ~ SFFAS-3,
up to the value of a serviceable item. Any difference between  33; JFMIP-
the initial estimated repair cost and the actual repair cost shall ~ SR-03-02,
be either debited or credited to the repair expense account. Pg. 94,
Appendix C
04.04.08 D Version 5 - This requirement deleted
04.04.09 A If the direct method of accounting for repairs is used, SFFAS-3-32;
(allowance or direct method can be used for Inventory and JFMIP-SR-
Operating Materials & Supplies): to support the account for 03-02, 56

repair cost process, the system must calculate the difference
between estimated and actual costs of repair and provide to
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Value Change .
Req. Id. Added? Type Requirement Source(s)
the core financial accounting system as either a debit or credit,
as appropriate, to the repair expense account.
04.04.10 D Version 5 - This requirement deleted
04.04.11 D Version 5 - This requirement deleted
04.04.24
05 Inventory Disposition
04.05.01 D Version 5 - These requirements deleted
04.05.35
06 Inventory Program Planning and Monitoring
04.06.01 D Version 5 - These requirements deleted
04.06.22
07 Operating Materials and Supplies
04.07.01 The system must categorize operating materials and supplies DoDFMR
as (1) operating materials and supplies held for use, (2) Volume 4,
excess, obsolete, and unserviceable operating materials and Chapter 4,
supplies, or (3) operating materials and supplies held for 040107,
repair. DoDFMR
Volume 6B,
Chapter 10
04.07.02 The system must apply the consumption method of accounting DoDFMR
when recognizing expenses for operating materials and Volume 4,
supplies. Operating materials and supplies shall be recorded Chapter 4,
and reported as assets when produced or purchased. 040105;
SFFAS-3,
38; JFMIP-
SR-03-02, 65
04.07.03 The system must remove the cost of goods from operating DoDFMR
materials and supplies and report them as an operating Volume 4,
expense in the period they are issued to an end user for Chapter 4,
consumption in normal operations. 040105A;
SFFAS-3,
39; JFMIP-
SR-03-02, 93
04.07.04 The system may apply the purchases method to operating DoDFMR
materials and supplies if (1) they are not significant amounts,  Volume 4,
(2) they are in the hands of the end user for use in normal Chapter 4,
operations, or (3) it is not cost-beneficial to apply the 040105B;
consumption method of accounting. The purchases method SFFAS-3, 39
requires that operating materials and supplies be expensed and 40
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Req. Id. A\ézlgg? C%a/tgge Requirement Source(s)
when purchased.
04.07.05 The system must value operating materials and supplies on the DoDFMR
basis of historical cost as further defined in requirement Volume 4,
04.07.09, which shall include all appropriate purchase and Chapter 4,
production costs incurred to bring the items to their current 040107A;
condition and location. This requirement does not apply to SFFAS-3, 42
immaterial amounts.
04.07.06 The system must charge any abnormal costs, such as DoDFMR
excessive handling or rework costs, to operations of the Volume 4,
period. Chapter 4,
040107A;
SFFAS-3,
43; JFMIP-
SR-03-02, 93
04.07.07 The system must value donated operating materials and DoDFMR
supplies at their fair market value at the time of donation. Volume 4,
Chapter 4,
040107A;
SFFAS-3,
43; JFMIP-
SR-03-02, 93
04.07.08 The system must value operating materials and supplies SFFAS-3,
acquired through exchange of non-monetary assets at the fair ~ 43; JFMIP-
market value of the asset received at the time of the exchange  SR-03-02, 93
and record as a gain or loss any difference between the
recorded amount of the asset surrendered and the fair market
value of the asset received..
04.07.09 The system may apply the moving average cost flow SFFAS-3,
assumptions or other OUSD(C) Accounting Policy approved 44;
method in arriving at the historical cost of ending operating DoDFMR
materials and supplies and cost of goods consumed. (This Volume 4,
guidance has been modified to incorporate the changes Chapter 4,
addressed in the OUSD(C) MEMORANDUM, Jul 6 2001, 040107A
Subject: Approved Method for Inventory Held for Sale and
Operating Materials and Supplies.)
04.07.10 Version 4 - These requirements deleted
04.07.11
04.07.12 The system must value excess, obsolete, and unserviceable DoDFMR
operating materials and supplies at their estimated net Volume 4,
realizable value. (Subject to modification, contact OUSD(C) Chapter 4,
Accounting Policy at 703-697-3200). 040107C4;
SFFAS-3,
48; JFMIP-
SR-03-02, 94
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04.07.13 The system must record as a loss (or gain) the difference DoDFMR
between the carrying amount of the operating materials and Volume 4,
supplies before identification as excess, obsolete, or Chapter 4,
unserviceable and their estimated net realizable value; and 040107C4;
then either report it separately or disclose it in the financial SFFAS-3, 48
statements.
04.07.14 The system must record any subsequent adjustments to the DoDFMR
estimated net realizable value of excess, obsolete, and Volume 4,
unserviceable operating materials and supplies upon disposal ~ Chapter 4,
as a loss (or gain). 040107C4;
SFFAS-3,
48;
08 Stockpile Materials
04.08.01 The system must apply the consumption method of accounting DoDFMR
for the recognition of expense for stockpile materials. These Volume 4,
materials are recorded as assets and reported when produced Chapter 4,
or 040105;
purchased. SFFAS-3,
52; JFMIP-
SR-03-02, 75
04.08.02 The system must remove the cost of stockpile materials from DoDFMR
stockpile materials and report it as an operating expense when  Volume 4,
issued for use or sale. Chapter 4,
040104,
SFFAS-3, 52
04.08.03 The system must value stockpile materials, except for war DoDFMR
reserve materials, on the basis of historical cost, which shall Volume 4,
include all appropriate purchase, transportation and production Chapter 4,
costs incurred to bring the items to their current condition and  040106;
location. This requirement does not apply to immaterial SFFAS-3,
amounts. 53; JFMIP-
SR-03-02, 48
04.08.04 Version 4 - These requirements deleted
04.08.05
04.08.06 The system must charge any abnormal costs, such as DoDFMR
excessive handling or rework costs, to operations of the Volume 4,
period. Chapter 4,
040106;
SFFAS-3,
53; JFMIP-
SR-03-02, 93
04.08.07 The system may apply the moving average cost flow DoDFMR
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assumptions, or other OUSD(C) Accounting Policy approved  Volume 4,
method, in arriving at the historical cost of stockpile materials. Chapter 4,
(See OUSD(C) Memorandum "Approved Method for 040106;
Inventory Held for Sale and Operating Materials and SFFAS-3,
Supplies" dated July 6, 2001.) 53; JFMIP-
SR-03-02, 93
04.08.08 The system must reduce the carrying amount of materials to "DoDFMR,"
the expected net realizable value for those materials that have ~ Volume 4,
suffered (1) a permanent decline in value to an amount less Chapter 4,
than their cost, or (2) damage or decay. The decline in value 040107;
shall be recorded as a loss or an expense in the period in SFFAS-3,
which it occurs. 54; JFMIP-
SR-03-02, 15
04.08.09 When stockpile materials are authorized for sale, the system "DoDFMR,"
must disclose those materials as stockpile materials held for Volume 4,
sale. Chapter 4,
040403;
SFFAS-3,
55; JFMIP-
SR-03-02, 15
04.08.10 The system must value the stockpile materials held for sale "DoDFMR,"
using the same basis used before they were authorized for Volume 4,
sale. Chapter 4,
040403;
SFFAS-3,
55; JFMIP-
SR-03-02, 15
04.08.11 The system must record/maintain any difference between the "DoDFMR,"
carrying amounts of the stockpile materials held for sale and Volume 4,
their estimated selling price. Chapter 4,
040403;
SFFAS-3,
55; JFMIP-
SR-03-02, 15
04.08.12 When stockpile materials are sold, the system must remove "DoDFMR,"
the Volume 4,
cost of stockpile materials from the stockpile materials Chapter 4,
account 040403;
and report it as cost of goods sold. Any gain (or loss) upon SFFAS-3,
disposal shall be recorded as a gain (or loss) at that time. 55; JFMIP-
SR-03-02, 15
09 Reporting
04.09.01 An entity must disclose in its financial statements the general DoDFMR
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composition of inventory. Volume 11B,
Chapter 55,
H; SFFAS-3,
35; JFMIP-
SR-03-02, 13
04.09.02 An entity must disclose in its financial statements the basis for DoDFMR
determining inventory values, including the valuation method  Volume 11B,
and any cost flow assumptions. Chapter 55,
H; SFFAS-3,
35; JFMIP-
SR-03-02, 13
04.09.03 An entity must disclose in its financial statements changes DoDFMR
from the prior year's accounting methods, if any. Volume 11B,
Chapter 55,
H; SFFAS-3,
35; JFMIP-
SR-03-02, 13
04.09.04 Unless otherwise presented on the financial statements an DoDFMR
entity must disclose in its footnotes to financial statements the  Volume 6B,
balances for each of the following categories of inventory: Chapter 10;
Available and Purchased for Resale, Held for Repair, Excess, SFFAS-3,
Obsolete, and Unserviceable, Raw Materials, Work in 35; JFMIP-
Process, Stockpile and Held for Use. SR-03-02, 13
04.09.05 An entity must disclose in its financial statements any SFFAS-3, 35
restrictions on the sale of material.
04.09.06 An entity must disclose in its financial statements the decision =~ SFFAS-3, 35
criteria and its changes for identifying the category to which
inventory is assigned.
04.09.07 Version 4 - This requirement deleted
04.09.08 The difference between the carrying amount of operating SFFAS-3, 48
materials and supplies before its identification as excess,
obsolete or unserviceable and its estimated net realizable
value shall be recognized as a loss/gain and either reported
separately or disclosed.
04.09.09 An entity shall develop and disclose in its financial statements  SFFAS-3, 49
the criteria for identifying excess, obsolete, and unserviceable
operating materials and supplies.
04.09.10 An entity must disclose in its financial statements the general ~ SFFAS-3, 50
composition of operating materials and supplies.
04.09.11 An entity must disclose in its financial statements the basis for SFFAS-3, 50

determining the values of operating supplies and materials,
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04.09.12

04.09.13

04.09.14

04.09.15

04.09.16

04.09.17

04.09.18

04.09.19

04.09.20

04.09.21

04.09.22

04.09.23

including the valuation method and any cost flow
assumptions.

An entity should disclose in its financial statements any
changes from the prior year's accounting methods pertaining
to operating supplies and materials.

An entity must disclose in its financial statements the balances
for each of the categories of operating materials and supplies
described in SFFAS-3, paragraph 37 (held for use; held for
repair; and excess, obsolete, unserviceable).

An entity must disclose in its financial statements any
restrictions on the use of material.

An entity must disclose in its financial statements the decision
criteria and its changes for identifying the category to which
operating materials and supplies are assigned.

An entity must disclose in its financial statements the
stockpile materials authorized for sale using the same values
used before they were authorized for sale.

An entity must disclose in its financial statements any
difference between the carrying amount of stockpile materials
held for sale and their estimated selling price. An entity must
also remove the cost of materials from stockpile materials and
report the cost of stockpile material as cost of goods sold
when sold.

An entity must disclose in its financial statements the general
composition of stockpile materials.

An entity must disclose in its financial statements the basis for
valuing stockpile materials, including the valuation method
and any cost flow assumptions.

An entity must disclose in its financial statements the changes
from prior year's accounting methods, if any, for stockpile
materials.

An entity must disclose in its financial statements any
restrictions on the use of stockpile materials.

An entity must disclose in its financial statements the values
for the balances of stockpile materials in each category
described in SFFAS-3 (stockpile materials and stockpile
materials held for sale).

An entity must disclose in its financial statements the decision
criteria and its changes for categorizing stockpile materials as

4-12

SFFAS-3, 50

SFFAS-3, 50

SFFAS-3, 50

SFFAS-3, 50

SFFAS-3, 55

SFFAS-3, 55

SFFAS-3, 56

SFFAS-3, 56

SFFAS-3, 56

SFFAS-3, 56

SFFAS-3, 56

SFFAS-3, 56



Value Change

DFAS 7900.4G
Defense Finance and Accounting Service
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held for sale.

10 Common Requirements for Inventory Classification

04.10.01 A The Inventory, Supplies and Materials system must record JFMIP-SR-
beginning balances (on-hand), acquisitions, withdrawals 03-02, 20
(dispositions), and calculate ending balances (on-hand)
expressed in dollar values and physical units.

04.10.02 A The Inventory, Supplies and Materials system must record JFMIP-SR-
item identification, classification (e.g., nomenclature, quantity, 03-02, 20
description, Federal stock classification or national stock
number), initial cost, and subsequent costs related to
acquisition (i.e. holding/handling cost).

04.10.03 A The system must be in accordance with FASAB requirements  SFFAS-3,
on Valuation Methods. Approved valuation methods include:  20; JFMIP-
historical (for Inventory, Operating Materials & Supplies, and  SR-03-02, 20
Stockpile Materials), latest acquisition (for Inventory),
expected net realizable value (for Inventory, Operating
Materials & Supplies, and Stockpile Materials), and allowance
or direct method (for Inventory and Operating Materials &

Supplies). For further valuation definitions, see JFMIP-SR-03-
02, Appendix C.

04.10.04 A The Inventory, Supplies and Materials system must record the  JFMIP-SR-
condition of the inventory. 03-02, 20

04.10.05 A The Inventory, Supplies and Materials system must record JFMIP-SR-
changes in value of Inventory, Supplies and Materials due to 03-02, 20
changes in condition or other impacting circumstances.

04.10.06 A The Inventory, Supplies and Materials system must record JFMIP-SR-
whether material received is hazardous, classified, requires 03-02, 21
special handling, requires special packaging, requires
munitions list controls, requires trade security controls, or has
a shelf life.

04.10.07 A The Inventory, Supplies and Materials system must identify JFMIP-SR-
the type of transaction affecting the item; e.g., initial 03-02, 21
acquisition, location, change in location, and disposal.

04.10.08 A The Inventory, Supplies and Materials system must provide JFMIP-SR-
edits (controls) to prevent duplicate entries and reduce the 03-02, 21
likelihood of creating erroneous inventory documents/records,
thereby ensuring the integrity of data recorded in the system.

04.10.09 A The Inventory, Supplies and Materials system must permit JFMIP-SR-
only authorized users to enter, modify, or otherwise alter 03-02, 21

inventory records (See section on Security and Internal
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04.10.10

04.10.11

04.10.12

04.10.13

04.10.14

04.10.15

Controls).

The Inventory, Supplies and Materials system must provide
audit trails to trace transactions from source documents,
original input, other systems, and system-generated
transactions.

The Inventory, Supplies and Materials system must enable and
account for the transfer of responsibility for inventory from
one authorized manager to another authorized manager,
ensuring that sufficient information is transferred to provide
an audit trail at the gaining management activity.

The Inventory, Supplies and Materials system must provide
the capability to relate data elements to each other as
discussed, through an integrated data query facility that
supports ad hoc query access to financial information
described in the document and provides reporting tools for
data analysis.

The Inventory, Supplies and Materials system must comply
with the Government Paperwork Elimination Act (GPEA) of
1998; requiring Federal agencies to allow, by October 21,
2003, individuals or entities, as an option, to interact with
them electronically where practicable.

The Inventory, Supplies and Materials system must adhere to
the applicable final “Electronic and Information Technology
Accessibility Standards” issued by the Architectural and
Transportation Barriers Compliance Board, which address
technical and functional performance criteria necessary for
such technology to comply with section 508 of the
Rehabilitation Act Amendments of 1998.

The system must provide a field for a Unique Item Identifier
(UID). A UID is a unique, unambiguous string of alpha
numeric characters that enable the identification of a specific
item from any other like or unlike it in compliance with 1SOs
15434 and 15418. (1SO 5434:2005 defines the manner in
which data is transferred to high-capacity ADC media from a
supplier's information system and the manner in which data is
transferred to the recipient's information system. 1SO 15418
is Information technology -- EAN/UCC Application
Identifiers and Fact Data Identifiers and Maintenance.)
(Inventory, Supplies, and Materials systems are required to
have this field function at all steps in the process from
acquisition to disposal. Use of the field is at the discretion of
agency management. However, if an agency decides to enable
this field, the data in the field must be maintained throughout
the lifecycle of the inventoried item.)
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11 Interface Reconciliation Requirements

04.11.01

04.11.02

04.11.03

04.11.04

04.11.05

04.11.06

A

To facilitate the reconciliation of information that is common
to the core financial management system and to one or more
of the financial mixed systems (e.g., Inventory, Supplies and
Materials, acquisition, and property management systems)
described in the JFMIP Framework document and other
JEMIP requirements documents, the single integrated financial
management system must provide for multiple levels of
system access, transaction authorization, and approval
authority.

To facilitate the reconciliation of information that is common
to the core financial management system and to one or more
of the financial mixed systems (e.g., Inventory, Supplies and
Materials, acquisition, and property management systems)
described in the JFMIP Framework document and other
JEMIP requirements documents, the single integrated financial
management system must provide for single source data entry.

To facilitate the reconciliation of information that is common
to the core financial management system and to one or more
of the financial mixed systems (e.g., Inventory, Supplies and
Materials, acquisition, and property management systems)
described in the JFMIP Framework document and other
JEMIP requirements documents, the single integrated financial
management system must provide for validation of funds
available prior to scheduling payment.

To facilitate the reconciliation of information that is common
to the core financial management system and to one or more
of the financial mixed systems (e.g., Inventory, Supplies and
Materials, acquisition, and property management systems)
described in the JFMIP Framework document and other
JEMIP requirements documents, the single integrated financial
management system must provide for communication of the
need for additional funds.

To facilitate the reconciliation of information that is common
to the core financial management system and to one or more
of the financial mixed systems (e.g., Inventory, Supplies and
Materials, acquisition, and property management systems)
described in the JFMIP Framework document and other
JFEMIP requirements documents, the single integrated financial
management system must provide for simultaneous posting of
budgetary and proprietary accounts.

To facilitate the reconciliation of information that is common
to the core financial management system and to one or more
of the financial mixed systems (e.g., Inventory, Supplies and
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04.11.07

04.11.08

Materials, acquisition, and property management systems)
described in the JFMIP Framework document and other
JEMIP requirements documents, the single integrated financial
management system must provide for prepayment
examinations from diverse locations.

To facilitate the reconciliation of information that is common  JFMIP-SR-
to the core financial management system and to one or more 03-02, 22
of the financial mixed systems (e.g., Inventory, Supplies and

Materials, acquisition, and property management systems)

described in the JFMIP Framework document and other

JFMIP requirements documents, the single integrated financial

management system must provide for controls to ensure

transaction processing in proper chronological/numeric

sequence.

To facilitate the reconciliation of information that is common  JFMIP-SR-
to the core financial management system and to one or more 03-02, 23
of the financial mixed systems (e.g., Inventory, Supplies and

Materials, acquisition, and property management systems)

described in the JFMIP Framework document and other

JEMIP requirements documents, the single integrated financial

management system must provide for standard edits for shared

data.

12 Interface Support Requirements

04.12.01

04.12.02

04.12.03

A

To support the Interface function the Inventory, Suppliesand  JFMIP-SR-
Materials system must provide capability to interface with 03-02, 23
agency core accounting system to record the accounting

impact of all financial activity at the SGL level, on a daily

basis, to support consolidated financial reporting if an

agency’s financial management system architecture is

configured so that the major functions described herein are

performed entirely by the Inventory, Supplies and Materials

module.

To support the Interface function the Inventory, Suppliesand ~ JFMIP-SR-
Materials system must provide standard input record format(s) 03-02, 23
for interface of transactions from other systems to the

Inventory, Supplies and Materials system and subject all

transactions from interfacing systems to the Inventory,

Supplies and Materials financial system edits, validations, and

error correction procedures to support data integrity.

Erroneous transactions must be maintained and tracked until

corrected, posted, or deleted by an authorized user to enable

performance measurement.

To support the Interface function the Inventory, Suppliesand  JFMIP-SR-
Materials system must provide for capability to interface to 03-02, 23
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the agency’s cost accounting system.

04.1204 Y A To support the Interface function the Inventory, Suppliesand  JFMIP-SR-
Materials system should provide capability for a two-way 03-02, 23
interface with the core system for purposes of funds control
and funds availability verification.

13 General Technical Requirements

04.13.01 A To support the general technical functionality, the system JFMIP-SR-
must provide for back up and recovery of the system per 03-02, 24
relevant OMB Circulars.

04.13.02 A To support the general technical functionality, the Inventory, JFMIP-SR-
Supplies and Materials system must allow users to input 03-02, 24
parameters required to run batch jobs in a production mode
either: daily, monthly, quarterly or yearly.

04.13.03 A To support the general technical functionality, the Inventory, JFMIP-SR-
Supplies and Materials system must provide all users the 03-02, 24
capability to perform a “Print Screen” function.

14 Security and Internal Controls Requirements

04.14.01 A With regard to security and internal controls, in addition to JFMIP-SR-
other Federal security standards, the Inventory, Supplies and 03-02, 25
Materials system must provide flexible security measures to
control user access at varying degrees including: overall
system access, capability to perform specific functions
(inquiry, update), access to certain functionality.

04.14.02 A With regard to security and internal controls, in addition to JFMIP-SR-
other Federal security standards, the Inventory, Supplies and 03-02, 25
Materials system must provide capability to define access to
specific functions by named user, class of user, and position.

04.14.03 A With regard to security and internal controls, in addition to JFMIP-SR-
other Federal security standards, the Inventory, Supplies and 03-02, 25
Materials system must provide for multiple levels of approvals
based on user-defined criteria including dollar limits, type of
document processed, etc.

04.14.04 A With regard to security and internal controls, in addition to JFMIP-SR-
other Federal security standards, the Inventory, Supplies and 03-02, 25
Materials system must provide the capability to perform
reconciliation routines for internal participant accounts,
ledgers, and funds, and to identify unsuccessful reconciliations
via error log or error report.

04.14.05 A With regard to security and internal controls, in addition to JFMIP-SR-

other Federal security standards, and for those
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04.14.06

systems/applications for which the agency, either on its own
or through a contractor, has the ability to direct and implement
coding changes, the Inventory, Supplies and Materials, system
must provide a mechanism to monitor changes to software
coding and the responsible individual (authorized user).

With regard to security and internal controls, in addition to
other Federal security standards, the Inventory, Supplies and
Materials system must provide for adequate management
controls, including internal and security controls, policies, and
procedures intended to protect the agency’s key systems, data,
and interfaces from disruption and unauthorized access or
alteration, as prescribed in a variety of statutes and
regulations.

15 Access to Information Requirements

03-02, 25

JFMIP-SR-
03-02, 25

04.15.01

04.15.02

04.15.03

04.15.04

04.15.05

04.15.06

A

To support the Access to Information process, the Inventory,
Supplies and Materials system must comply with the
disclosure provisions of the Privacy Act of 1974 (5 U.S.C. §
552A) as amended.

To support the Access to Information process, the Inventory,
Supplies and Materials system must allow for the information
contained in the system to be queried and present detailed data
as requested. This will include user-defined criteria to access
data for open or closed accounting periods.

To support the Access to Information process, the Inventory,
Supplies and Materials system must provide users with access
to on-line guidance or help for performing system functions.

To support the Access to Information process, the Inventory,
Supplies and Materials system must allow users to design
extract files for their specific requirements, and perform table
look-ups and expansion of codes when needed to clarify the
information contained within the results of system queries or
reports.

To support the Access to Information process, the Inventory,
Supplies and Materials system must 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.

To support the Access to Information process, the Inventory,
Supplies and Materials system must provide for easy access to
historical files for comparative, analytical, and trend
information.
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16 Data Entry Requirements

04.16.01 A To support the Data Entry technical function, the Inventory, JFMIP-SR-
Supplies and Materials system must utilize various automated  03-02, 27
input devices when hard copy applications and
correspondence are received. For example, optical character
recognition devises, digital imaging tools or other input
streamlining technology must be utilized whenever feasible
when processing standard hard copy applications or other
required correspondence.

04.16.02 A To support the Data Entry technical function, the Inventory, JFMIP-SR-
Supplies and Materials system must support both batch and 03-02, 27
real-time on-line data entry and use the same edit and update
rules as appropriate for each mode.

04.16.03 A To support the Data Entry technical function, the Inventory, JFMIP-SR-
Supplies and Materials system must support simultaneous data  03-02, 27
entry/access by multiple users in a variety of access modes.

04.16.04 A To support the Data Entry technical function, the Inventory, JFMIP-SR-
Supplies and Materials system must user entry and query 03-02, 27
screens must support validation of codes entered on the
screen. Assist users in determining correct codes if an invalid
code is entered. Provide for inquiry by the user to verify valid
codes during the data entry process.

04.16.05 A To support the Data Entry technical function, the Inventory, JFMIP-SR-
Supplies and Materials system must provide the capabilityto ~ 03-02, 27
display inputs required to complete transactions by a user
based on the selection of transaction type. Whenever possible,
keystroke reducing tools such as drop down menus should be
utilized to reduce chance of data entry error.

04.16.06 A To support the Data Entry technical function, the Inventory, JFMIP-SR-
Supplies and Materials system must display a message to the 03-02, 27
user notifying them of the acceptance or rejection of each
transaction once all inputs are completed.

04.16.07 Y A To support the Data Entry technical function, the Inventory, JFMIP-SR-
Supplies and Materials system should identify erroneous 03-02, 27
inputs with corrective recommendations.

04.16.08 Y A To support the Data Entry technical function, the Inventory, JFMIP-SR-
Supplies and Materials system should provide the capability 03-02, 27

for financial users to create comments relating to all types of
transactions using free-form text.

17 Archiving and Purging Requirements
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04.17.01 A

04.17.02 A

04.17.03 A

04.17.04 A

To support the Archiving and Purging process, the Inventory,
Supplies and Materials system must provide an automated
means for permanently storing electronic data.

To support the Archiving and Purging process, the Inventory,
Supplies and Materials system must archive transactions and
related information needed for audit trails in a format
accessible by audit software.

To support the Archiving and Purging process, the Inventory,
Supplies and Materials system must provide the authorized
system administrator the flexibility to determine whether
records are to be archived or purged. Of those documents that
meet the criteria the system must allow selective action. The
system must include the capability to establish and maintain
user defined archival criteria.

To support the Archiving and Purging process, the Inventory,
Supplies and Materials system must retain system records in
accordance with Federal regulations established by the
National Archives and Records Administration (NARA),
GAO, and others. Prevent the purging of transactions prior to
the proper period in accordance with regulations governing
the retention of documents and transactions

18 Inventory, Supplies, and Materials Acquisition Process: General Requirements

JFMIP-SR-
03-02, 28

JFMIP-SR-
03-02, 28

JFMIP-SR-

03-02, 28

JFMIP-SR-
03-02, 28

04.18.01 A

04.18.02 A

To support the Inventory, Supplies, and Materials acquisition
process, the agency’s Inventory, Supplies and Materials
system must provide asset identifier in order to include all
costs incurred and track total acquisition/contracting cost.

To support the Inventory, Supplies, and Materials acquisition
process, the agency’s Inventory, Supplies and Materials
system must track the asset identifier to the specific document
used to acquire the asset, e.g., purchase order, task order, etc.

19 Inventory, Supplies, and Materials Acquisition Process: Needs Determination

JFMIP-SR-
03-02, 31

JFMIP-SR-
03-02, 31

04.19.01 A

04.19.02 A

To support the Inventory, Supplies, and Materials need
determination process, the agency’s Inventory, Supplies and
Materials system must record customer demand and
replenishment lead time data for a period of time (as specified
by management), identify anomalies (such as unusual spikes
in customer demand), and compute demand and lead time
forecasts based upon a regular schedule determined by
management.

To support the Inventory, Supplies, and Materials need
determination process, the agency’s Inventory, Supplies and

4-20

JFMIP-SR-
03-02, 32

JFMIP-SR-
03-02, 32



Req. Id.

Value
Added?

Change
Type

DFAS 7900.4G
Defense Finance and Accounting Service

Requirement

Source(s)

04.19.03

04.19.04

04.19.05

04.19.06

04.19.07

04.19.08

04.19.09

Materials system must compute and routinely update the
ordering costs, as determined by management.

To support the Inventory, Supplies, and Materials need
determination process, the agency’s Inventory, Supplies and
Materials system must estimate and routinely update the per
unit holding cost.

To support the Inventory, Supplies, and Materials need
determination process, the agency’s Inventory, Supplies and
Materials system use either Economic Order Quantity (EOQ)
or any other management approved method, to minimize total
costs of inventory, supplies, and materials, including the sum
of ordering and holding costs may be used to compute the
optimum order quantity.

To support the Inventory, Supplies, and Materials need
determination process, the agency’s Inventory, Supplies and
Materials system must compute the safety level of an item, if
any, on a regular schedule. The safet