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What is JFMIP?

The Joint Financial Management Improvement Program (JFMIP) is a joint undertaking of the: U.S. Department
of the Treasury; General Accounting Office (GAO); Office of Management and Budget (OMB); and Office of
Personnel Management (OPM), working in cooperation with each other, with other agencies, and with the
private sector, to improve financial management in the Federal Government. The Program was given statutory
authorization in the Budget and Accounting Procedures Act of 1950 (31 United States Code (U.S.C.) §65).
Leadership and program guidance are provided by the four Principals of the JFMIP — Comptroller General of
the United States; Secretary of the Treasury; Director of OMB; and Director of OPM. Each Principal designates
a representative to serve on the JFMIP Steering Committee, which is responsible for the general direction of the
Program. The Executive Director of JFMIP is a permanent member of the Steering Committee, and is also
responsible for day-to-day operations of JFMIP. Additionally, a representative from the Federal community
serves on the Committee for a 2-year term.

The Program promotes strategies and sponsors projects to improve financial management across the Federal
Government; participates in the financial management activities of central policy organizations; and facilitates
the sharing of information about good financial management practices. Information sharing is accomplished
through conferences and other educational events; newsletters; meetings with interagency groups and agency

personnel; and the \Weorld\Wide \Web-CAMAASandInternet.

For information on JFMIP, call (202) 219-0526, or visit the JFMIP Web site at:
http:// WWW.JEMIP.GOV




Foreword

This Benefit System Requirements document is one of a series of documents published by the JFMIP on Federal
financial management system functional requirements. It reflects financial system requirements associated with
Federal benefit systems (hereafter referred to as benefit systems) used in administering programs that do not
involve a health care component (i.e., non-health care benefit programs). The majority of systems that are
subject to the provisions of this document pertain to Federal retirement, disability, death, survivor, and other
income protection programs. For example, it applies to systems used in administering social security, civil
service, military, railroad and foreign service retirement programs, various veterans’ benefits, and various
disability programs (see chart A on p.10).

This document addresses the goal of the Chief Financial Officers (CFO) Council and the JFMIP to improve the
efficiency and quality of financial management in the Federal Government. It also addresses the CFO Act of
1990, the Government Management Reform Act (GMRA) of 1994, and the Federal Financial Management
Improvement (FFMIA) of 1996 that strongly reaffirmed the need for the Federal Government to provide
financial systems that facilitate the effective management of Government programs and services and the proper
stewardship of public resources.

The provisions in this document constitute Federal requirements for benefit systems. Agencies must use these
functional requirements in planning their benefit system improvement projects. It is the responsibility of each
agency to be knowledgeable of the legal requirements governing its benefit operations; therefore, agencies may
develop additional technical and functional system requirements as needed to support unique mission
responsibilities. Further, the provisions of this document supplement existing statutes, regulations, and Federal
policy concerning financial management systems. In the event a requirement conflicts with existing agency
specific statutes or regulations, the law, statute or regulation takes precedence. Agencies must also develop
strategies for interfacing or integrating benefit systems with their core financial and other applicable systems.
As is stated in the document, our use of the term “benefit system” is not intended to imply that a single system
component (module) or software application must independently perform all of the functions herein required of
a benefit system. Rather agencies are encouraged to maximize data exchange among the components of an
integrated financial system.

We thank the agency officials and others in the financial, benefit program management, and information
technology communities who contributed to this document. We value their assistance and support. With
continuing support such as theirs, we can face the financial management challenges of this new century with
confidence.

Karen Cleary Alderman
Executive Director
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Introduction

Introduction

The citizens of the United States entrust the stewardship of Federal Government financial resources and assets to
the legislative and executive branches of Government. Financial and program managers are accountable for
program results and are fiscally responsible for the resources entrusted to them. Managers must understand that
their daily actions have financial implications for taxpayers and affect the amount of public debt the Federal
Government must assume to support Government initiatives. Furthermore, managers need timely and reliable
information essential for monitoring budgets, operations, and program performance.

The Federal Government recognizes the importance of having high quality financial systems to support
improvement of Government operations and to provide useful financial and related information to program and
financial managers. The CFO Act of 1990, GMRA, and FFMIA of 1996 mandate improved financial
management, assign clearer responsibility for leadership to senior officials, and require new financial
organizations, enhanced financial systems, and audited financial reporting.

Improving Federal financial management systems is critical for: increasing the accountability of financial and
program managers, providing better information for decision-making, and increasing the efficiency and
effectiveness of services provided by the Federal Government. Proficient and reliable financial management
systems must provide for:

Accountability. Inform taxpayers, Congress, and agency personnel, in terms they can readily
understand, about how the Nation’s tax dollars are spent, and how Federal assets are protected.

Efficiency and Effectiveness. Provide efficient and effective service to the Federal agency’s internal
and external customers (e.g. individuals, contractors, partnerships, state and local governments, other
Federal agencies/organizations, the military and foreign governments).

Better Decision-Making. Provide to Congress, agency heads and program managers, timely reports
linking financial results and program data so that financial and program results of policy and program
decisions can be identified, tracked, and forecasted more accurately.

The OMB Circular A-127, Financial Management Systems, sets forth general policies for Federal financial
management systems. Each agency is required to develop and maintain a single, integrated financial
management system. To support this requirement, each agency must have an ongoing financial systems
improvement planning process and periodic reviews of financial system capabilities. In addition, each agency
must maintain financial management systems that comply with uniform Federal accounting concepts and
standards promulgated by the Federal Accounting Standards Advisory Board (FASAB) in its Statements of
Federal Financial Accounting Standards (SFFAS) which constitute generally accepted accounting principles for
the Federal Government.

System requirements for common systems have been prepared under JFMIP direction as a series of publications
entitled “Federal Financial Management System Requirements” (FFMSR). The FFMIA statute codified the
FFMSR as key benchmarks that agency systems must meet to be substantially in compliance with system
requirements provisions under FFMIA. This Benefit System Requirements document has been prepared as a
continuation of the FFMSR series that began with the Core Financial Systems Requirements document in
January 1988.

This document is intended for financial system analysts, systems accountants, systems developers, program
managers, and others, who design, develop, implement, operate, and maintain or audit financial management
systems.
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Federal Financial Management Framework

Federal Financial Management Framework

This document provides high level functional requirements for benefit systems that will help provide the
capability for financial managers, program managers and others to control and account for Federal benefit
programs as defined in governmentwide and agency specific statutes, regulations, guidelines and need
assessments. This document is one component of a broad program to improve Federal financial management.
This program involves establishing uniform requirements for financial information, financial systems, reporting,
and financial organizations. Appendix A contains a listing of relevant governmentwide accounting standards,
laws, regulations and other mandates pertaining to Federal benefit programs.

As shown in Illustration 1, Financial Systems Improvement Projects (see p.4), establishing uniform
requirements is only part of the process of improving financial management systems and information.
Improvements can be achieved through the selection, development, and or purchase of applications that meet
approved functional requirements and technical and data management specifications. Agencies must continue to
improve their financial systems and implement new requirements as they are issued so that continuing efforts to
standardize and upgrade data and reporting requirements, in accordance with OMB’s governmentwide 5-year
financial management plan, will be successful.

Well defined and effective governmentwide functional requirements will assist agencies in developing strong
systems and information by eliminating duplicate work among agencies and providing a common framework so
that outside vendors can more economically provide systems software. Development of such requirements for
each application is a critical effort that will affect internally developed systems and the evaluation and selection
of commercially available systems. In support of this vision, the Federal Government must establish
governmentwide financial management systems and compatible agency systems, with standardized information
and electronic data exchange to support program delivery, safeguard assets, and manage taxpayer dollars.

Each agency should integrate its unique requirements with these governmentwide standard requirements to
provide an effective and uniform basis for the standardization of financial management systems as required by
the CFO Act of 1990, FFMIA of 1996, and other statutes.

Financial management systems in the Federal Government must be designed to support the vision articulated by
the Government's financial management community. This vision requires financial management systems to
support the partnership between program and financial managers and to assure the integrity of information for
decision-making and measuring performance. This includes the ability to:

e collect accurate, timely, complete, reliable, and consistent information;
e provide for adequate agency management reporting;

® support governmentwide and agency-wide policy decision-making;

® support the preparation and execution of agency budgets;

e facilitate the preparation of financial statements and other financial reports in accordance with
Federal accounting and reporting standards;

e provide information to central agencies for budgeting, analysis, and governmentwide reporting,
including consolidated financial statements; and

e provide a complete audit trail to facilitate audits.
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Federal Financial Management Framework

It is critical that financial management systems support the agency's mission and programs, including changes to
them, and that financial management system plans are incorporated into the agency's plans for information
technology infrastructure and information systems as a whole. Further, systems design efforts should include an
analysis of how system improvements, new technology supporting financial management systems, and
modifications to existing work processes can together enhance agency operations and improve program and
financial management. Reassessing information and processing needs and redesigning processes, procedures,
and policies are essential steps to meeting user needs.
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Financial System Improvement Projects
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Federal Financial Management Framework

Integrated Financial Management Systems

Financial management systems must be designed with effective and efficient interrelationships between
software, hardware, personnel, procedures, controls, and data contained within the systems. To be integrated,
financial management systems must have, as a minimum, the following four characteristics:

(1) Standard data classifications (definitions and formats) established and used for recording financial
events;

(2) Common processes used for processing similar kinds of transactions;
(3) Internal controls over data entry, transaction processing, and reporting applied consistently; and

(4) A design that eliminates unnecessary duplication of transaction entry.

The CFO Act of 1990 and financial management systems policy described in OMB Circular A-127 “Financial
Management Systems” require that each agency establish and maintain a single integrated financial management
system. Without a single, integrated financial management system to ensure timely and accurate financial data,
poor policy decisions are more likely to occur, due to inaccurate or untimely information. Managers are also
less likely to be able to report accurately to the President, the Congress, and the public on Government
operations in a timely manner. Scarce resources are more likely to be directed toward the collection of
information rather than to delivery of the intended programs. And, modifications to financial management
systems necessary to keep pace with rapidly changing user requirements cannot be coordinated and managed
properly. The basic requirements for a single, integrated financial management system are outlined in OMB
Circular A-127, “Financial Management Systems.

Having a single, integrated financial management system does not necessarily mean having only one software
application that covers all financial management system needs. Rather, a single, integrated financial
management system is a unified set of financial systems and the financial portions of mixed systems®
encompassing the software, hardware, personnel, processes (manual and automated), procedures, controls, and
data necessary to carry out financial management functions, manage financial operations of the agency, and
report on the agency's financial status to central agencies, Congress, and the public. However, it does not mean
that all information is physically located in the same database.

Unified means that systems are planned and managed together and linked together electronically in an efficient
and effective manner to provide agency-wide financial system support necessary to carry out the agency's
mission and support the agency's financial management needs.

Interfaces where one system feeds data to another system following normal business and transaction cycles,
such as the benefit system providing summary level benefit payment data to the core system for posting in the
general ledger at specific time intervals, may be acceptable as long as the supporting detail is maintained and
readily accessible to managers. Additionally, for determining compliance with FFMIA, the implementation
guidance issued by OMB requires that the posting rules in the feeder system (when applicable) must be
consistent with the U.S. Standard General Ledger (U. S. SGL) posting rules. Also, a funds control mechanism
must be present in the feeder system unless two-way communication encompasses funds availability
verification. Interfaces must be automated unless the number of transactions is so small that it is not cost-
beneficial to automate the interface. Reconciliation between systems, where interfaces are appropriate, must be
maintained to ensure data accuracy.

! An information system that supports both financial and non-financial functions of the Federal Government or components
thereof. See OMB Circular A-127.
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To develop any unified information system, it is critical that senior systems analysts and systems accountants
identify:

® scope of the functions to be supported (processes),

® how data quality will be assured (data stewardship),

e information to be processed (management information),

® how systems fit together to support the functions (systems architecture), and

e safeguards needed to ensure the integrity of operations and data (internal control).

All of these pieces, as shown in Illustration 2, must work together to form an efficient integrated information
system. A change to any part of the model will require determining the impact on other parts of the model. For
example, a new reporting requirement may necessitate changes throughout the entire model.

Integrated Model for
Federal I nformation Systems

Processes
D ata Stewardship

M anagement
Information

Systems
Architecture

Illustration 2

Agency Financial Management Systems Architecture

Agency financial management systems are information systems that track financial events and summarize
information to support the mission of an agency, provide for adequate management reporting, support agency

level policy decisions necessary to carry out fiduciary responsibilities, and support the preparation of auditable
financial statements.
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Agency financial management systems fall into four categories:

(1) Core financial systems;

(2) Other financial and mixed systems, (such as benefit systems);
(3) Shared systems; and

(4) Departmental executive information systems (systems to provide management information to all
levels of management)

These systems must be linked together electronically to be effective and efficient. Summary data transfers must
be provided from agency systems to central systems to permit summaries of management information and
agency financial performance information on a governmentwide basis.

Subject to governmentwide policies, the physical configuration of financial management systems, including
issues of centralized or decentralized activities, processing routines, data, and organizations, is a determination
that is best left to individual agencies. Agencies can determine the optimal manner in which to support their
own mission. When determining the physical design of the system, agencies should consider their
organizational philosophy, the technical capabilities available, and the most appropriate manner to achieve the
necessary single integrated financial management system.

Agency Financial Management Systems Architecture
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Illustration 3

The agency systems architecture depiction shown in Illustration 3 shows the typical components of an integrated
Federal financial management system. Although this does not necessarily represent the physical design of the

system, it does identify the types of systems needed to support program delivery/financing and financial event
processing for effective and efficient program execution.
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Benefit System Overview

This section provides an overview of a benefit system in the following sections: Background, Management
Controls, Benefit System Major Functions, Relationship with Other Systems, and Information Stores - Data
Requirements Overview.

Background
General Information

The United States Government is the world’s largest and most complex enterprise. In fiscal year 2001, Federal
agencies disbursed over a half-trillion dollars in Federal non-health care? benefits (hereafter referred to as
benefits) to millions of recipients. These outlays are controlled and accounted for in various agency systems.
This document is intended to specify the baseline functional capabilities which benefit systems must have in
order to support agency missions and comply with laws and regulations. This section provides a brief
explanation of why benefit system requirements are needed and provides an overview of the types of benefit
systems subject to the requirements contained within this document.

Establishing governmentwide benefit system requirements promotes a common understanding among private
and public sector financial managers and benefit program managers regarding benefit system functional
capabilities. They provide benchmarks for agency compliance under FFMIA and serve as a tool for oversight
agencies to evaluate such benefit systems. They help justify agency system improvements or replacements.
They also help organize the private sector market by communicating mandatory functionality that commercial
software must be able to provide to Federal agencies, as well as identifying value-added features desired by
Federal agencies.

Policy

Government benefit systems, as components of the Federal Agency Systems Architecture (see Illustration 3) are
relied upon to feed data to the financial management systems, which are used to produce agency consolidated
financial statements. Federal Government benefit systems must provide consistent standardized information for
program managers, financial managers, agency executives, and oversight organizations. Furthermore, all
benefit systems being designed and implemented or that are currently in use must operate in accordance with
laws, regulations, and judicial decisions.

This document identifies mandatory and value-added financial functional requirements for Federal benefit
systems. Although the document may be used when developing new benefit systems or improving/evaluating
current systems, the document does not provide a specific model for such systems. Any functional requirements
that are not mandated by law, regulation, directive, or judicial decision should be incorporated in these systems
only if cost-effective and in the Government’s best interest. All possible alternatives for meeting the
requirements should be considered.

Benefit system functional requirements are designated as mandatory and value-added. Definitions for these two
categories are:

Mandatory — 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 systems requirements under the FFMIA. These requirements apply to existing
systems and new systems that are planned or under development.

% See glossary at appendix B for definition of health care benefit program.
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Value-added — 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 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.

Within this document, mandatory benefit system requirements are indicated by the word “must”; value-added
system requirements are identified by use of the words “may” or ”should.”

What is a Federal Benefit System?

In general, a Federal benefit system is a unified mixed® system used in administering a Federal benefit program
(see characteristics below). Taken as a whole, the components of the unified system accomplish the major
functions specified on p. 11. As previously noted, the term benefit system does not mean that specific system
architecture is required or that only a single software application is used. A benefit system includes all of the
modules, applications and data bases used in fulfilling the major functions as defined in this document
regardless of whether the function is performed in one or more information system. For example, the mandatory
data elements that are specified in the information stores section of this document may reside in a central data
base that is accessed by a variety of systems (e.g., core, benefits, debt management, or others) or multiple data
bases in various locations. The term “benefit” has been widely used in reference to Federal programs. Use of
the term has encompassed programs such as food stamps, Medicare, Veterans Health care, unemployment
benefits, and others. In fact, there is no steadfast universal definition of a Federal benefit program. However,
for purposes of this document, a Federal benefit program excludes health care related programs, such as
Medicare, Veterans Health, Tricare, and others whose primary functions involve reimbursement for services
provided and providing direct care. This document identifies five main categories that comprise Federal benefit
programs, they are; retirement, disability, death , survivor, and other. Although disability programs typically
involve an initial medical diagnosis and reimbursement for certain medically related expenses, a primary
objective of disability programs is to provide income protection to individuals because their earning capacity has
been diminished. Therefore disability programs are included as a non-health care Federal benefit program.

Benefit programs generally have certain common characteristics. The criteria below should be used in
determining whether a program is a Federal benefit program, and therefore whether the related financial
system(s) are subject to the requirements specified herein.

Benefit program characteristics generally include all or most of the following:

1. The program is classified as “mandatory” rather than discretionary under the Budget Enforcement Act
classification.

2. The systems used in daily operations are owned and operated by the Federal Government.

3. The majority of monetary payments are provided directly to individuals or a designee as opposed to
reimbursement to service providers.

4. The Federal Government determines the exact amount of the benefit payment.

5. A “fixed amount” recurring payment is frequently involved.

6. The program and related system are not addressed in any other FFMSR issued by JFMIP. For example,

the Department of Agriculture uses a grant system to provide funding for the food stamp program.
Therefore, grant system requirements apply to that program.

% An information system that supports both financial and non-financial functions of the Federal Government or components
thereof. See OMB Circular A-127.
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Chart A lists examples (i.e., it is not an all-inclusive listing) of existing Federal benefit programs for which the
related financial systems are subject to the requirements specified in this document. Any system used to
administer future Federal benefit* programs that may be established subsequent to the issuance of this document

will also be subject to these system requirements.

Chart A - Examples of Federal Benefit Programs

Program Name/Description® Department/Agency
Federally Administered Retirement
Civil service retirement system (CSRS) OPM

Coast guard retirement

Department of Transportation

Commissioned corps. retirement

Department of Health and Human

Services (HHS)
District of Columbia Judicial Retirement (and Federal pension) Treasury
Federal employees retirement system (FERS) OPM

Foreign service retirement

Department of State

Old age

Social Security Administration
(SSA)

Railroad retirement programs

Railroad Retirement Board (RRB)

Retired military pay

Department of Defense (DOD)

Veterans pensions

Department of Veterans Affairs
(VA)

Elements of the Federal Thrift Savings Plan

Department of Agriculture

Disability Related

Black lung Department of Labor (DOL)
Disability OPM, SSA
Energy employees occupational illness DOL
Federal employees compensation DOL
Longshore and harbor workers compensation DOL
Railroad sickness RRB
Supplemental security income SSA
Veterans compensation VA
Veterans readjustment VA
Vaccine injury compensation HHS
Death
Death benefit OPM, SSA
Federal employees death benefit DOL
Railroad death benefit RRB
Veterans burial VA
Survivors
Various survivor programs DOD, DOL, OPM, RRB ,SSA
Department of State, VA
Other
Veterans education VA
Railroad unemployment RRB

4 As herein defined.

° Program name or description does not necessarily equate to the name of the related Treasury Account Fund Symbol (TAFS).
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Federal agencies’ benefit systems are critical for maintaining financial accountability over Federal benefit
programs. Such systems also serve important roles to help ensure that benefit programs are properly managed in
accordance with missions and roles established by Congress. The system requirements outlined in this
document are intended to support functional requirements that have a direct financial impact on the agency
administering the program. Benefit systems may also require functionality which may not necessarily have a
direct financial impact or which is agency specific.

Management Controls

Benefit systems must incorporate appropriate controls to ensure the accuracy of data entry, completeness and
consistency of transaction processing and reporting, as stated in OMB Circular A-127. Certain controls are
typically incorporated into software applications, such as input controls. Other controls such as proper
segregation of duties may be implemented as a feature of software functionality, as a manual process, or both.
This document contains some specific requirements for implementing basic management controls within the
appropriate functional area (e.g. funds control, claims processing, etc.). However, each agency is responsible
for implementing adequate controls to ensure the benefit system is operating as intended.

Benefit System Major Functions

The major functions typically performed by a unified benefit system are listed below. The Functional
Requirements section contains a detailed description of each function. Requirements described in this document
can be accommodated in multiple software applications or by using the functional capability of other systems.

A benefit system tracks the life of claims from initial receipt through final payment and maintains a complete

history of financial activity relating to those claims. The Federal benefit system primarily consists of nine major
functions and the data processed by those functions. These functions are:

Quality Assurance and Maintenance

1. Claims Acceptance and Tracking

2. Claims Processing

3. Benefit Payment Administration

4. Recovery Receivable Management
5. Accounting for Benefit Transactions
6. Reporting

7. Interfaces

8.

9.

Technical Functions

Each of the above functions is addressed in detail in the Functional Requirements section. It is important to note
that certain of these functions, such as benefit payment administration and recovery receivable management may
be performed completely or partially by other systems that are not solely dedicated to supporting benefit
programs (e.g. core system). If these functions are performed by other systems, those systems are subject to and
must also perform the appropriate requirements specified within the related functional area of this document.
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Benefit System Overview

Relationship with Other Systems

Illustration 4 shows how a benefit system relates to other external and internal agency systems. There are
various ways a benefit system may be designed and configured. As indicated in the VVenn diagram below, the
benefit system may contain a payment module that generates payments and maintains detailed (claim holder)
account information, and subsequently sends summary level data to the core system. Alternatively, the benefit
system may interface with the core system to exchange detailed information and utilize the payment
functionality of the core system. Additionally, the system may employ a combination of both methods. These
alternate methods may also apply to receivable processing and servicing and other functions.

Typical Interactions of a Benefit System
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Illustration 4
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Information Stores - Data Requirements Overview

The benefit system stores, accesses, and or updates several types of data. In this document, a grouping of
related types of data is referred to as an information store. The term information store (rather than database or
file) is used to avoid any reference to the technical or physical characteristics of the data storage medium.
Actual data storage (physical databases and files) must be determined by each agency during system
development and implementation based upon the benefit program’s statutory requirements as well as the
agency’s technical environment, processing volumes, organizational structure, and degree of system
centralization or decentralization. This section briefly describes the four information stores. The detailed data
elements required in each information store are covered in detail beginning on p. 42.

Application Information Stores

This refers to data used to determine the eligibility and demographics of the claimant and data about the
benefit(s) for which a claim has been submitted. It also includes the status of the review and approval of the
application.

Claimant Master Record Store
This refers to data associated with a benefit once it has been approved. Data are captured from the Application

Information Stores for approved benefits. Additional data are added throughout the duration of the benefit
payment period to support servicing and analysis.

Program Criteria Store

This refers to decision-making criteria used in determining benefit eligibility based on specific program
regulations, and policies. Examples include income limitations, health conditions, prior military service or other
work related prerequisites.

Financial Information Store

This refers to external financial information that is stored for use in performing calculations, such as the current
interest rate specified by the Department of the Treasury.
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Functional Requirements

Claims Acceptance and Tracking

This function includes activities associated with providing potential claimants mechanisms for submitting
claims, and for receiving, recording and tracking both properly completed and incomplete applications (claims)
for benefit payments. Various benefit programs contain provisions requiring payments that are retroactive to the
claimant’s initial filing date. Therefore, it is imperative that the system is able to track claims from point of
receipt to final approval or denial.

Mandatory Requirements
To support the claims acceptance and tracking functions, the benefit system must:

e Capture all applicable mandatory data elements (i.e., universal and appropriate categorical) specified in the
“Application Information Stores” section (see p. 42) of this document.

o Maintain all of the data elements specified in the “Application Information Stores” so information is readily
accessible through standard online queries® or reports, until the claim is approved and a master record is
established, or until a final determination is made denying the claim.

o By fiscal year 2003, provide for electronic acceptance of benefit applications. If an agency anticipates
receipt by electronic means of 50,000 or more submittals of a particular form, the system must allow
multiple methods of electronic signatures for the submittal of such form, whenever feasible and appropriate.
The system must provide for the electronic acknowledgement of electronic forms that are successfully
submitted.

e Capture various correspondence, including due process requests submitted by various electronic mediums
and automatically associate the correspondence with the specific claim for the required action. For
manually submitted correspondence, provide for associating the correspondence with the specific
application or existing claimant master record for the required action.

o When electronic methods (e.g. web based, telecommunications) are used to facilitate claim form acceptance,
the system must incorporate input and completeness controls to ensure only complete’ applications are
accepted by the system.

e The user shall have the ability to flag a claimant's paper based application as incomplete and to suspend
further processing of the application until it is properly completed as specified by program requirements.

e Store incomplete applications in accordance with agency policies, and provide for automatic purging of
incomplete applications after a time period specified by the agency.

o For each claim, associate a unique identifier (e.g. initials or user code) of the employee assigned to review
the claim.

e Utilize an alternative application procedure that accommodates persons with disabilities (e.g. blind, missing
limbs).

e Provide capabilities to track the status of due process or other appeal proceedings when applicable, after an
initial claim has been denied.

® As specified in the Claims Processing section.
" The claimant fills in all required fields.
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Value-added Requirements
To support the Claims Acceptance and Tracking process, the benefit system should:

e Maintain a system record of pending claims and the status of other information including:

where in the process an ongoing claim is located:;

who is holding claim;

what actions are needed to complete the claim;

whether additional information is needed; and

accommodation of explanation codes to indicate the reason why the claim is pending.

* & & o o

e Allow the user to update the status items above.

Claims Processing

This function includes activities associated with the input and processing of the data provided by claimants on
applications. There are three types of processes that a unified benefit system must be able to perform as part of
the claims processing function. They are administrative, eligibility determination and computational processes.
This document does not require the complete automation of the claims processing function. It provides for
flexibility in implementing agency specific processing rules. The functional requirements listed below are
intended to promote efficient data exchange (i.e., reduce data entry) among system components and optimize the
use of technology. However, agencies should have a goal to keep manual processes to a minimum and automate
claims processing to the maximum extent possible within the programs legal framework.

Administrative Process

The Administrative Process involves general features needed for efficiently handling claims.

Mandatory Requirements
To support the administrative processes the benefit system must:

e Utilize claimant data that has been submitted electronically in an automated fashion without manual
intervention (i.e., avoid re-entering data from one component to another).

o Have the ability to date and time stamp due process requests and other time sensitive correspondence that
has been received through electronic mediums.

¢ Accommodate automated case workload distribution by providing for various claim routing options as
determined and maintained by the system administrator. For example, provide for the ability to route claims
for manual validation.

o Indicate if the benefit payment calculation or verification thereof occurred manually.

o Provide the user with the ability to update a claimant’s master record with the results of a manual claim
validation or manual verification of the benefit payment amount, or create a new master record if none
exists.

o Have the ability to capture what information is needed from the claimant in order to complete an incomplete
claim.

o Provide for electronic approvals of claims at all levels of the approval process, whenever feasible.

e Incorporate a notification mechanism that informs users (claim evaluators and supervisors) when an
application(s) has not completed processing within a time frame that can be specified by the agency.
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o Facilitate user queries on individual claims. Specifically, for all claims that have been received and
recorded in the system, the system must be able to retrieve data maintained in the application information
stores by querying the claim holders’ (or claimant if different) information. For example, data must be
retrievable by query on full name, and Social Security Number (SSN) or taxpayer ID number.

e For denied claims, accommodate explanation codes to indicate the reason why the claim has been denied.

e Automatically create a claimant master record using the claimant information for initial claims that are
approved, when a master record for the claimant did not previously exist. The master record must contain
all of the mandatory data elements as specified in the Claimant Master Record Information Store (see p. 46).

e Automatically update an existing claimant master record (i.e., claimant already receives a different type of
benefit administered by the agency) to reflect the status (pending, approved, or rejected) of additional claims
for other benefits the agency administers that are sought by the claimant.

e Automatically merge the mandatory claimant data maintained in the application information stores into the
appropriate master record after a claim has been approved and a claimant master record has been
established.

e Provide capability to generate statistics on approved and rejected claim applications.

e Provide capabilities to accept, identify, track, and report manual overrides of system-generated
acceptance/rejection recommendations.

e Allow a user who has the proper access to reverse or affirm an initial decision regarding the denial of a
benefit, and process the claim accordingly.

e Provide capabilities to review all prior employee notations or decisions made while processing a benefit
claim.

Value-added Requirements
To support the Administrative Process the benefit system should:

e Provide capabilities to record an estimated completion date for pending claims.

o Have the ability, where multiple claims exist for the same claimant, to process the claims sequentially based
on order of precedence.

Eligibility Determination Processes
Eligibility determination is generally agency specific, based on criteria that are unique to individual programs.

However, although the criteria are agency specific, certain functions pertaining to determining claimant
eligibility are common to benefit systems, in general.

Mandatory Requirements
To support the Eligibility Determination Process the benefit system must:

e Have the ability to automatically compare information contained in application(s) that have been submitted
by claimants against agency program eligibility criteria (i.e., screen applications for eligibility).

o Have the ability to accept the manual validation of a claim.
¢ Provide for maintaining separate eligibility criteria and processing routines by type of claim.

o Provide for establishment of various age limitations depending on the type of benefit for automatic
verification of program eligibility. For example, the system should allow for age attainment verification
(e.g. generally a claimant must be at least 60 years of age to be eligible for SSA retirement benefits).
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o Provide ability to cross-validate applicant information against data maintained for other benefit payment
programs which are internal to the administering agency to ensure compliance with all program
requirements (e.g. ensure that applicant has not filed for multiple conflicting benefits).

o Provide features to indicate that applicant submitted required evidence. For example, allow user to record
receipt of a school certification pertaining to a claimant or his/her dependent child.

e Provide features to create and maintain a system record of accepted and rejected claim applications.

e Provide tools to check the appropriate data files to determine whether the applicant has submitted a
duplicate application or had a recent benefit application rejected.

e Provide features to determine whether payments being made to the claimant in relation to other internal
benefit payment programs affect the claimant’s eligibility or payment amount for the benefit under
consideration, whenever legally permitted (i.e., permitted by statute or regulation).

e Allow the user to put the processing of a claim on hold (suspend) while verifying questionable information,
and to release hold (suspended) status as appropriate.

Value-added Requirements
To support the Eligibility Determination Process the benefit system should:

o Provide ability to inform applicant of potential eligibility for other internal benefit payment programs.

e Have the ability to automatically validate survivor applicant information against information about the
deceased spouse® or related former guardian that is maintained in a master record database.

e Automatically validate dates of employment, earnings and other claimant-specific data provided on the
application for benefits against the work history and earnings information reported to central agencies such
as the Internal Revenue Service (IRS), SSA, and OPM when permitted by statute, or against other verified
claimant-specific information maintained by the agency.

Computational Processes

Mandatory Requirements
To support the Computational Processes the benefit system must:

o Have the ability to determine if the effective date of the claim has been reached (e.qg., the effective date of a
retirement claim), and initiate subsequent processing.

o Provide features to compute the amount of both recurring and non-recurring benefit payments based on all
available information (e.g., applicant data, and specific benefit program criteria).

o Determine the ending date for recurring payments of limited duration.

e When processing an approved claim for benefits such as retirement, disability, death, survivor, and other
claims, calculate the amount of recurring payment, or capture the amount of the claimant’s recurring
payment that has been determined externally.

e Provide flexibility in maintaining pay rates. For example, use tables that are easily maintained by the user.

e Provide for adjusting the amount of payment when the claimant is receiving offsetting monetary amounts.
For example, military retired pay is offset on a dollar for dollar basis against veterans compensation

8 Or former spouse.
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payments, and for individuals under age 65, Social Security benefits are offset at a predetermined ratio for
every dollar earned by claimants above the established threshold amount.

o For Federal and Uniformed Service retirement systems, identify whether the claimant retired under
provisions of voluntary separation incentive, and capture the amount of the incentive.

o For Federal and Uniformed Service retirement systems, compute the base amount of retirement pay by
determining the "highest paid 36° months of paid service.”

o Determine the creditable years of service based on dates of employment or active military service.

o Provide features to calculate the claimant’s and or related dependent’s age based on the birth date provided
in an application or other verified source for subsequent use in determining claimant eligibility.

e Provide for user defined reasonableness/tolerable limit checks on the amounts of benefit payments that are
calculated by the system.

e Flag or suspend processing of a claim that fails reasonableness edits to facilitate manual verification of the
amount computed.

e Enable approved users to have the ability to resume the processing of a claim that was suspended for failing
a reasonableness edit, and subsequently verified as accurate.

e Allow a user to initiate the calculation of a claimant’s benefit amount, at any time, based on claimant data
that exists when the request is made.

e Have the ability to record the amount of manually computed benefit payments.

e Provide for automatic system initiated calculation and or recalculation of benefit amount by claim type,
based on a specific user defined event such as claim validation and approval, court order, claimant initiated
withholding change, etc.

e Provide for automated routines that access claimant master record data to facilitate calculating the amount of
benefits due claimants.

e Provide features to calculate and send overpayment information (date of occurrence, claimant name, and
overpayment amount) to Receivables/Collections subsidiary ledger.

Benefit Payment Administration

The Benefit Payment Administration function should provide appropriate control over all benefit payments
made by or on behalf of an agency. Agencies that administer benefit programs make payments to individual
citizens or a designated payee. Federal benefit programs are usually supported by systems that maintain detailed
information on payees and generate payments'® directly from those systems rather than generating benefit
payments from its core financial management system, especially when large volumes of transactions are
involved. Summary data is then passed into its core financial management system. If this situation exists,
benefit systems must meet the requirements listed here for payment administration.

Benefit systems may also support activities that lead to the payment stage, but rely on the core financial system
to manage the payment process itself. For example, a benefit system might calculate the amount to be paid to

each claimant and send transactions to the core financial system to record the expenses and related payable and
cash outlays to the claimant. The Core financial system would then schedule the payment for disbursement and

° Or other number as required by law, regulation or statute.
10 Generating payments involves creating a payment file, which is forwarded to the Department of the Treasury, or funds are
disbursed directly under delegated disbursing authority.
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confirm that it occurred. In this case, only the payee information maintenance, and payment warehousing
functional requirements listed below would apply to the benefit system. However, in this alternative situation,
once the detailed information is passed to the core system for scheduling and payment, the applicable core funds
control, payment execution and payment confirmation and follow-up functional requirements would also apply
to benefit payments made directly from the core system.

The Benefit Payment Administration function consists of the following processes:
e Payee Information Maintenance
e Payment Warehousing
e Funds Control

e Payment Execution

e Payment Confirmation and Follow-up
Payee Information Maintenance Process

The term “payee” is used here to include any entity to which a disbursement may be made. For example,
individuals or an entity that are fulfilling a fiduciary responsibility, such as a professional services entity that is
acting as trustee for an incapacitated beneficiary. In a unified system, payee information needed to make
payments should be coordinated with information needed for other purposes and in other systems. For example,
occasionally overpayments produce recoveries receivable. If a centralized debt collection system is utilized,
information in that system should be coordinated with detailed payee information.

Mandatory Requirements
To support the Payee Information Maintenance Process, the benefit financial system must:

¢ Maintain payee information that includes data to support obligation, accounts payable, and disbursement
processes.

e Support payments made to parties that act as an agent for the payee without changing permanent claimant
information that is maintained in the claimant’s master record such as the claimant’s name, address or
financial institution.

o Allow the user to capture the current tax status, number of exemptions, and other information requested on
applicable IRS withholding forms (i.e., W-4P, W-4S, and W-4V).

¢ Maintain detailed information for each payee to comply with IRS reporting requirements. For example,
information needed for 1099 reporting, including SSN or taxpayer identification number (TIN). In cases
where payments are made to third parties who are serving in a fiduciary capacity, maintain 1099 information
for the principal party rather than the agent.

¢ Provide the capability to automatically update payee records to reflect automated clearinghouse (ACH) or
electronic funds transfer (EFT) related changes. These updates may be supplied periodically by Treasury,
financial institutions or other sources.

e Ata minimum, accumulate actual payments for each payee on an annual basis.
e Provide search capability for payee information (e.g., payee name).

e Produce payee listings based on agency-defined criteria, (e.g., payee hame and SSN.)
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¢ Maintain as part of the claimant’s master record a complete history, of all financial transactions executed for
each payee receiving benefits under the claim holder’s master record. This includes payments, and
collections, waivers™, or offsets resulting from overpayments.

o For all active “payees,” make the financial transaction history data of the most recent 18 months available
for online query and review.

Value-added Requirements
To support the Payee Maintenance Process, the benefits financial system should:

¢ Allow for maintaining deposit account information on at least two financial institutions for a single payee.

Payment Warehousing Process

This process stores payments that are due to benefit claimants in the near term. After a claim has been
approved, whether the payment is lump-sum or recurring, the system must be able to “hold” or store properly
approved payments and automatically release payments for scheduling based on payment due dates.

Mandatory Requirements
To support the Payment Warehousing Process, the benefits system must:

o Have the ability to determine whether the benefit payment is a non-recurring payment.
e Automatically determine the due date and amount of benefit payments.

¢ Reestablish payables for voided checks, or EFTs that were not successful. Allow for reversing the
accounting transaction leading to the disbursement and reestablishment of a payable, as appropriate.

Value-added Requirements
To support the Payment Warehousing Process, the benefits system should:

o Allow anticipated obligation or expenditure transactions so that documents may be entered early, stored, and
posted at the appropriate date. Subject these documents to edit and validation procedures prior to posting.
If the anticipated obligation does not occur, permit the user to delete the transaction without posting it.

Funds Control Process

Each agency of the Federal Government is responsible for establishing a system for ensuring that it does not
obligate or disburse funds in excess of those appropriated and or authorized. The Anti-Deficiency Act provides
legal requirements regarding obligating Federal funds. The Funds Control Process within an agency’s Core
financial system is the primary tool for carrying out this responsibility.

However, depending on an agency’s financial system architecture, benefit systems may also require funds
management capability. For example, typically benefit systems generate transactions that obligate and expend
funds, and may also maintain detailed receivable information. Benefit systems may access data and rely on
functions of the Core financial system to verify that funds are available before allowing an obligation to be
incurred and recorded in the benefit system. Under certain circumstances, however, such two-way interfacing
may not be feasible. Accordingly, any benefit payment system that does not interface with the agency’s Core
financial system to utilize funds control features of the core system must perform the following funds control
functions.

11 See definition in Appendix B glossary
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Funds Availability Editing.

This activity verifies that sufficient funds are available at the various control levels specified in the funds
allocation process for each transaction processed which may affect available funds balances. If sufficient funds
are not available, notification is provided so that appropriate action may be taken.

Mandatory Requirements
To support Funds Availability Editing the benefit system must:

o Allow for recording of funding transactions. This includes recording internal allocations or allotments from
within the agency.

e Include adequate controls to prevent the recording of obligations or expenditure transactions that exceed
available balances. The system must also support recording obligations or expenditures that exceed
available balances based on proper management approval (i.e., provide the capabilities and controls for
authorized users to override funds availability edits).

o Provide for designated authorities to establish and modify the system’s response (either reject transaction or
provide warning) to the failure of a funds availability edit.

e Record the financial impact of all transactions that affect the availability of funds, such as commitments,
obligations, expenditures and the establishment of, and collections against recovery receivables.

e Automatically update all appropriate budgetary tables and ledger account balances (when applicable) to
ensure that the system always maintains and reports the current status of funds for all open accounting
periods.

Value-added Requirements
To support Funds Availability Editing the benefit system should:

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

e Provide the ability to produce an on-line status of funds report down to the lowest level of the organizational
structure. The report should include: amounts available/allotted, open commitments, open obligations,
expenditures, and balance available.

Commitments

Commitments are an optional stage prior to the establishment of an obligation. Commitments can be a useful
tool in funds management by helping users to anticipate future outlays. They should be used when helpful to an
agency’s management process, but are not necessary, or even appropriate, for all obligations.

Mandatory Requirements
None. Commitment accounting is not required.

Value-added Requirements

If the commitment accounting is utilized, the benefit system should perform the following to support the
Commitment function:

e Allow commitment transactions to be entered on-line and from multiple locations.

¢ Maintain information related to each commitment transaction. At a minimum, the system should capture
accounting classification elements, and estimated amounts.
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¢ Provide for modifications to commitment transactions, including ones that change the dollar amount or the
accounting classification elements cited.

e Allow for commitment transactions to be future-dated, stored, and posted at the appropriate date.

e Close open commitments under the following circumstances: (1) by the system upon issuance of an
obligating document, (2) by an authorized user, and (3) as part of the year-end closing if the commitment is
in an annual appropriation or in the last year of a multi-year appropriation.

e Provide the capability to support commitment accounting based on agency needs.

Obligations and Expenditures

OMB Circular A-34 defines obligations as transactions during a given period that will require payments during
the same or a future period. Such amounts include outlays for which obligations had not been previously
recorded and reflect adjustments for differences between obligations previously recorded and actual outlays to
liquidate those obligations.

Mandatory Requirements
To support the Obligation and Expenditure activity, the system must:

e Update budgetary tables to reflect obligations based on obligating documents and liquidate, at the user’s
request, the related commitments, either partially or fully.

e Update budgetary tables to reflect obligations for which there is no related commitment.

e Maintain information related to each obligation document, including amendments. At a minimum, the
system must capture the obligating document number and type; and other identification, including benefit
payee SSN or TIN, accounting classification elements as appropriate; referenced commitment (if
applicable); and dollar amounts.

e Allow obligation documents to be entered on-line and from multiple locations.

e Allow authorized modifications and cancellations of posted obligation documents.

e Provide on-line access to all unliquidated obligations by selection criteria, (e.g., document number.)

e Maintain an on-line history file of closed-out documents for a user-defined period of time.

e Close open obligating documents to accommodate both of the following circumstances: (1) automatically
when reclassifying an unliquidated obligation to an expenditure, or (2) by an authorized user.

Value-added Requirements
To support the Obligations and Expenditures activity, the benefit system should:

o Allow multiple commitments to be combined into one obligation or expenditure document and one
commitment document to be split into various obligating or expenditure documents.

Analysis

The Analysis activity provides information necessary to support analysis of the Funds Management function. It
provides information on funds availability at the levels defined and compares data in the Funds Management
function to data in other functions to ensure consistency.
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Mandatory Requirements
To support the Analysis activity, the benefit system must:

e Maintain current information on obligations according to the classification elements established by the
agency, on a fund by fund basis.

e Sort and provide on-line access to both summary level and detailed information, based on the defined level
of funds control for those transactions that represent obligations and expenditures.

o Provide control features that ensure the amounts reflected in the fund control structure agree with the
general ledger account balances at the end of each update cycle.

Value-added Requirements
To support the Analysis activity, the benefit system should:

e Track the use of funds against operating or financial plans.
Payment Execution Process

This process supports activities required when making and recording payments. Agencies for whom Treasury
does the actual disbursing prepare requests for disbursements that are transmitted to Treasury. However, some
agencies have “delegated disbursing authority” and can print checks or make electronic transfers without using
Treasury as an intermediary. Title 31 U.S.C. § 3321(b), provides that, for economy and efficiency, the Secretary
of the Treasury may delegate the authority to disburse public money to officers and employees of other Federal
agencies.

Agencies with Delegated Disbursing Authority

If an agency has delegated disbursing authority, certain requirements generally relating to Treasury specific
payment processing and reporting may not be applicable. However, the following requirements apply to
agencies with delegated disbursing authority.

Mandatory Requirements:

To support the Payment Execution Process (for such agencies) the benefit system must:

e Support the reporting and other requirements specified in Volume | of the Treasury Financial Manual
(TFM) Part 4. For example; the system must enable the agency to:

+ report all disbursements made under the delegation in the agency's payment accounting reports to the
Financial Management Service (FMS), using the appropriate agency accounting codes, as authorized by
FMS. As stated in Section 10025, the agency must submit immediately to the Chief Disbursing Officer
(CDO) any irregularity in accounts involving disbursement activity. Furthermore, the agency is
responsible for resolving any irregularities or discrepancies associated with such reports.

+ submit check issuance data in a timely and accurate manner to FMS no later than the close of business
of the week in which the issue dates occur and at month's end.( See | TFM 4-6025.10.) FMS must
receive this information within the required timeframe to carry out properly its check reconciliation
responsibilities to decline final payment and or reclaim payment on certain improperly negotiated
Treasury checks or counterfeit checks. See 31 Code of Federal Regulations (CFR) Part 240.

+ comply with applicable Treasury offset guidelines established under the authority of
31 U.S.C. § 3716(c).
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+ comply with FMS guidelines concerning applicable requirements to include a payee's taxpayer
identifying number on payment vouchers in accordance with 31 U.S.C. § 3325(d).

+ comply with all applicable EFT system requirements including those related to message authentication
and enhanced security, unless explicitly waived in writing by the CDO.

All Other Agencies

Mandatory Requirements
To support the Payment Execution Process, the benefit system must:

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

¢ Allow changes to payment schedules by authorized staff prior to acceptance by the disbursing office.

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

e Automatically determine taxable benefit payments from non-taxable payments.

e Automatically compute net amounts to be disbursed, after taking into account withholdings, interest,
garnishments, or other offsets as needed, in accordance with applicable regulations. Generate the
appropriate transactions to reflect the above deductions and additions.

e Collect information on interest paid if applicable, and record the amounts to the proper ledger account.
e Calculate totals by Agency Location Code (ALC) and TAFS for inclusion on the payment schedule.

e Sortindividual payment detail by TAFS to enable SF-224 reconciliation.

e Provide for various forms of payment to be used, (i.e., check or electronic funds transfer).

e Support Treasury-specific standards for format of check and EFT payment requests.

e Automatically update payment records based on updates recorded in the payee’s master record, such as
change of address, changes in deposit account information, etc.

e Allow a payment request to be removed from the automated scheduling stream and scheduled as a manual
payment by an authorized official.

e Allow the user to trigger an immediate benefit payment for “emergency™  situations.

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

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

o Provide features to reduce the payment amount due a claimant, in order to offset an outstanding receivable
owed by the claimant, in accordance with applicable laws, regulations, and provisions of the Treasury Offset
Program (TOP). However, the system must properly record the impact of the entire amount of the
transaction in both budgetary and proprietary (i.e., entire amount is expensed, payables or cash accounts
reflect net outlay, budgetary resources increased by amount of nonfederal receivable collected, etc.).

e Provide for reissuing payments for misplaced payments, lost or stolen checks.

12 As defined by the administering agency.
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Value-added Requirements
To support the Payment Execution Process, the benefit system should:

e Automatically consolidate amounts due benefit claimants when the claimant is entitled to more than one
benefit administered by the same agency, and itemize all payments covered by the one check or EFT on a
payment advice or addendum to the EFT file per Treasury specifications.

o Allow for the splitting of a single benefit payment into separate bank accounts (i.e., allotments) as indicated
on the claimants direct deposit request form. Allow for a minimum of one allotment in addition to the
primary deposit account.

e  Provide for making payments in a foreign currency.

Payment Confirmation and Follow-up Process

This process confirms that disbursements were made as anticipated and supports inquiries from benefit
claimants regarding payments, and reporting requirements relating to the Benefit Payment Administration

function.

Mandatory Requirements
To support the Payment Confirmation and Follow-up Process the benefit system must:

e Update master record information resulting from payments made by the core system (if applicable).

e Allow the user to record the outcome of the Treasury search when recertified checks are issued because
original checks are lost, stolen, or destroyed.

e Provide information about each payment to reflect the stage of the scheduling process that the payment has
reached and the date each step was reached for the following processing steps:

+ payment scheduled;
+ schedule sent to appropriate disbursing office; and
+ payment issued by appropriate disbursing office.

e Provide for comparison of the agency’s payment schedule and the disbursing office’s accomplished
payment schedule.

e Update payment information when confirmation is received from the disbursing office, including the paid
schedule number, check numbers or trace numbers, date, amount of payment, and payment method
(e.g., check or EFT).

¢ Maintain history of every payment by the benefits system, including authorizing document number,
payment schedule number, payment date, payment address, and TAFS charged.

e Provide on-line access to claimant and payment information.
e Provide on-line access to open documents based on agency selection criteria (e.g., SSN).

e Produce IRS 1099s in IRS acceptable form (hard copy or magnetic tape) when required by IRS regulations
(e.g., miscellaneous payments to individuals over $600).

e Automatically liquidate the related liability or the in-transit amount when payment confirmation updates the
system.
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Recovery Receivable Management

The Recovery Receivable Management function supports activities associated with establishing receivables;
recording collections, offsetting payments, waivers and servicing receivables. This function includes recording,
billing, monitoring, and collecting amounts due the Government. Recovery receivables are established resulting
from erroneous payments or over payments to benefit claimants. In some instances, it is hecessary to compute
interest, penalty, and administrative charges that are added to the principal balance.

Depending on an agency’s system architecture, servicing, and collection activities for receivables may be
supported by other agency systems that pass data to and from other components of a unified benefit system.
Alternatively, the recovery receivables function may be supported by self contained module dedicated to the
benefit system. Regardless of which system component supports this function, the unified benefit system must
perform the processes listed below.
The Recovery Receivable Management function consists of the following processes:

¢ Receivable Establishment

e Receivable Servicing

e Collections

o Offset

e Funds Control
Recovery Receivable Establishment Process

The Recovery Receivable Establishment Process supports activities to record receivables in the system as they
are recognized and produce bills or other correspondence for amounts due the agency.

Mandatory Requirements
To support the Recovery Receivable Establishment Process, the benefits system must:

e Record the establishment of receivables in the claimant’s master record.

e Provide for the establishment of receivables in other systems such as centralized accounts receivable
systems, based on individual claim holder debts.

e Provide the capability for a user to select the reason the receivable is being recorded from a domain of
recognized reasons.

e Support the establishment and tracking of receivables to be paid under installment plans, including plans for
which payments have been rescheduled. Specifically, provide the capability for a user to record the begin
and end dates of the payment period, and the frequency and amount of each payment.

e Calculate, generate and post the required ledger entries for receivables resulting from duplicate payments or
erroneous payments, and the corresponding expenditure reductions, or other offsets.

e Print bills, accommodating the generation of standard forms and turnaround documents to be used as a
remittance advice. Allow customized text in generated billing documents.

e Provide features to notify overpaid individuals (or claimant's estate) of:

+ the amount overpaid and how and when overpayment occurred;
+ theright to appeal the overpayment determination;
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+ therequired recovery; and
+ theright to request a waiver of recovery.

o Record adjustments, both increases and decreases (i.e., non-cash credits) and post to a claimant’s master
record.

o Date the bills with the system-generated date or with the date supplied by an authorized user.
e Accept transactions that generate receivables from other systems in a standard format for entry into the
benefits system.

Value-added Requirements
To support the recovery receivable establishment process, the benefits system should:

e Print statements as well as bills.

Recovery Receivable Servicing Process

The Recovery Receivable Servicing Process supports activities to: maintain information on entities owing the
Government (name, address, etc.); age receivables; make efforts to collect amounts due including related
interest, penalties, and administrative charges; liquidate receivables; record adjustments to receivables, maintain
a proper allowance for doubtful amounts; record write-offs and waivers.

Mandatory Requirements
To support the Recovery Receivable Servicing Process, the benefit system must:

¢ Maintain detailed information by account (i.e., individual) sufficient to provide audit trails and to support
billing and research activities.

e Update each master record when billing documents are generated and collections are received.
e Provide on-line query capability to receivable and account information.

e Provide information, on a summary basis and on individual receivables, on the age of receivables to allow
for management and prioritization of collection activities.

e Provide automatic calculation and assessment of interest, administrative charges, and penalty charges as
applicable on overdue receivables.

e Allow for the waiver of the charges listed above with appropriate authority.
e Identify and report receivables that meet predetermined criteria for bad debt provisions or write-off.
e Maintain data for receivables referred to other Federal agencies and or outside organizations for collections.

e Automatically initiate transactions to record the write-off of delinquent or uncollectible receivables
(including interest, penalties, and administrative charges) based on user defined criteria, and maintain data
to monitor closed accounts.

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

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

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

¢ Maintain information needed to support reporting required by IRS.
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¢ Maintain a history of billings and receipts for each receivable and account in accordance with agency
requirements.

e Mat