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Unified Financial Management System

Description

The Presidential Management Agenda and HHS Secretary Thompson’s vision for “One Department” reinforce the need for improved financial accountability across Government operations.  In support of the government-wide agenda and the Secretary’s vision, the Department of Health and Human Services has initiated the Unified Financial Management System (UFMS) Program.


The UFMS Program is a business transformation effort designed to integrate department-wide financial management systems and operations by aligning the Department’s businesses with modern technological capabilities.  Successful execution of the Program will drastically enhance the Department’s ability to fulfill its mission and financial stewardship responsibilities.  The Program’s objectives include empowering management by implementing a modern financial management system that will consistently produce relevant, reliable and timely financial information to support decision-making and cost effective business operations at all levels throughout the Department.  By the end of FY 2005, the Centers for Disease Control and Prevention (CDC), the Food and Drug Administration (FDA), the National Institutes of Health (NIH) and the Center for Medicare and Medicaid Services (CMS) largest contractors will be using the modern financial management system.  Through the successful implementation of UFMS, the financial material weaknesses identified by the Office of the Inspector General (OIG) will be resolved.  This will establish compliance with the requirements of both the Federal Managers’ Financial Integrity Act (FMFIA) of 1982 and the Federal Financial Management Improvement Act (FFMIA) of 1996.  Every taxpayer dollar saved on administrative functions as a result of more effective and efficient financial systems and processes will free resources for front-line programs and other critical government wide initiatives.


The guidance for this initiative is provided under legislative actions and other programs, including the Chief Financial Officers Act of 1990, the Clinger-Cohen Act (which includes both the Information Technology Management Reform Act and the Federal Acquisition Act), the Federal Managers’ Financial Integrity Act (FMFIA) and the Joint Financial Management Improvement Program (JFMIP).  These, as well as other legislative guidelines, provide HHS with the framework and direction needed to plan and implement UFMS.


HHS recognizes the varied and sometimes conflicting needs of its internal and external stakeholders.  HHS seeks to balance those needs and offer a solution that can satisfy the highest priority requirements of each stakeholder group.  Implementation of UFMS requires department-wide analyses of business requirements, many of which have been completed or are underway, as well as commitment of resources from every operating agency.  The UFMS governance structure displays the level of expert commitment required from functional and executive levels of HHS.  By implementing a robust change management strategy using a well conceived communications plan, the Department will maintain positive partnerships with the HHS business communities and other Federal entities.


UFMS integrates two modern core financial components, one for the Centers for Medicare and Medicaid Services (CMS), [Healthcare Integrated General Ledger Accounting System (HIGLAS)] and one for the rest of the Department.  These components are being designed and configured to provide uniform integrated financial information for all of HHS.  As part of the overall HHS modernization effort, the number of financial management systems will be reduced from five to two modern accounting systems.  One, the Healthcare Integrated General Ledger Accounting System (HIGLAS 009-38-01-01-01-1020), will support the CMS and the Medicare Contractors.  The other will serve the rest of the Department.  Both systems are components of UFMS.  

UFMS, as the Department’s core financial system, will serve as the “hub” of the HHS financial management network.  OMB Circular A-127, “Financial Management Systems,” prescribes policies and standards that Federal agencies are to follow in developing, implementing and operating financial systems.  The circular incorporates JFMIP systems requirements as functional requirements for agency financial systems.  The UFMS scope includes the JFMIP “Core Financial System Requirements” (JFMIP-SR-02-01, November 2001).  JFMIP uses these requirements to certify vendors’ COTS packages as meeting the core financial functionality required by Federal agencies.  

Initiative Goals

Increasingly stringent requirements for financial management and reporting mean that HHS needs a modern financial accounting system that can support these new requirements.  UFMS is consistent with HHS Information Technology’s mission, goals and objectives.  A well-designed and implemented financial management system will allow the Department to meet the following goals:

	Goal 1  (
	Improve financial systems effectiveness and efficiency.

	Goal 2  (
	Provide enhanced management empowerment.

	Goal 3  (
	Increase compliance with legislative mandates and regulatory requirements.

	Goal 4  (
	Improve management controls.

	Goal 5  (
	Maintain “clean” audit opinions.

	Goal 6  (
	Increase economies of scale.

	Goal 7  (
	Enhance financial systems architecture.


UFMS will provide certain other benefits, such as budget formulation support, electronic data interchange, electronic document workflow and administrative efficiency in future releases.  Additional features and benefits include:

· Reallocate administrative costs to programs and services.

· Reduce complexity of financial operations and reporting by reducing the number of financial systems (from five to two).

· Produce integrated financial management information via centralized consolidated reporting.

· Data standardization across the Department.

· Improved user security.

· Robust and flexible query and reporting capability.

Scope 

The table below describes the mandatory JFMIP core financial management functions within the scope of the UFMS Program.

	Function
	Description

	Core Financial System Management
	· Processes necessary to maintain system-processing rules consistent with established financial management policy.  Sets the framework in which all other core financial system functions operate.  This function includes the:

· Accounting classification management process

· Transaction control process

	General Ledger
	· The central function of the core financial system provides summary information and maintains account balances by fund structure and individual accounts.  This function includes the:

· General ledger account definition process

· Accruals, closing and consolidation process

· General ledger analysis and reconciliation process

	Funds Management 
	· Primary tool for ensuring that HHS does not obligate or disburse funds in excess of those appropriated by the Congress.  This function includes the:

· Funds allocation process

· Budget execution process

· Funds control process

	Payment Management
	· Provides appropriate control over all payments made by or on behalf of HHS.  This function includes the:

· Payee information maintenance process

· Payment warehousing process

· Payment execution process

· Payment confirmation and follow-up process

	Receivables Management
	· Supports activities associated with recording cash receipts, including servicing and collecting receivables.  This function includes the:

· Customer information maintenance process

· Receivable establishment process

· Debt management process

· Collection process

	Cost Management
	· Measures Federal Government cost of Government programs, their activities, and related outputs; essential for providing accurate program measurement information, performance measures, and financial statements with adequate disclosure of cost activities.  This function includes the:

· Cost setup and accumulation process

· Cost recognition process

· Cost distribution process

· Working capital and revolving fund process

	Financial Reporting
	· Provides financial information in a timely manner to support management’s fiduciary role, budget execution, fiscal management of program delivery and program decision making, internal and external reporting requirements, and monitoring of the financial management system.


The JFMIP requirements referenced above are generic to all Federal agencies.  JFMIP does not prescribe how the requirements are to be implemented.  For example, JFMIP specifies generic requirements for an accounting classification structure, but does not prescribe the specific elements that should be implemented.  For HHS, this is being done as part of the ongoing Budget and Accounting Classification Structure (BACS) analysis.  In addition, JFMIP does not prescribe a specific approach for instituting standard business rules, data requirements, and accounting policies, a stated objective of the UFMS Program.  

HHS identified and formulated detailed UFMS requirements during a series of global process design workshops.  These workshops involved participants from the OS and all HHS component agencies who defined the standardized core financial business processes and requirements to be implemented across HHS.  The global process designs and requirements are being refined during each site-level implementation to incorporate any requirements unique to a given component agency.  Together, the global and site unique process designs and requirements will provide sufficient detail to configure and implement UFMS.


The following sections further clarify the functional scope of UFMS in several key areas.

Cost Management

Cost management is the ability to measure the total cost and/or revenue of Federal programs and their various elements, activities, and outputs.  The term “cost” refers to the monetary value of resources used or sacrificed, or liabilities incurred to achieve an objective.  The cost management area is complex and the approach to implementing cost management functionality is highly dependent on agency-specific needs.  Several cost management strategies may be implemented by an agency, depending on its specific cost information needs (e.g.  process, job order, and activity based costing).  HHS and the component agencies currently support a variety of cost management processes and systems, each with varying levels of complexity, sophistication, and interaction with other information systems.

OMB and JFMIP do not prescribe specific cost management approaches for agencies to implement.  Rather, JFMIP outlines four major cost management processes that must be supported by a core financial system.  These processes are described below, along with a description of how each process will be supported within the scope of the UFMS implementation.

· Process 1:  Cost Setup and Accumulation.  The cost setup and accumulation process identifies and tracks cost data associated with the specific cost objects (i.e., products, activities, and services) required by management.  This provides for the establishment of identifiers for cost objects in the processes, systems, and applications that make up the accounting system, and for the subsequent collection of cost data.  The UFMS will support this process.  The system is being designed using Oracle Federal Financials software as certified by JFMIP.


The UFMS Budget and Accounting Classification Structure (BACS) will include elements that identify cost objects or programs at both the component agency and Department levels.  All financial transactions and balances recorded in UFMS will satisfy BACS elements so that costs and revenues are properly captured and classified.

Depending on specific agency requirements, other identifiers (data attributes) may need to be defined in more detail using additional software (such as Oracle Projects module), including additional supporting and descriptive information.  Such attributes would be configured in the software application as determined during analysis and implementation.  Key components may include: support of costs provided by other responsibility segments; support of costs provided by other government agencies; allocation and distribution of cost of goods and services provided by one Federal entity to another; tracking of costs against prior month and prior year-to-date cost data; identification of costs in support of activities of revolving funds; accumulation of non-financial data relating to cost objects (such as output units); and calculation of prices, fees, and user charges for reimbursable agreements.

· Process 2:  Cost Recognition.  The cost recognition process determines when the results of an event are to be captured and included in financial statements and requires that the effects of similar events and transactions be treated consistently.  The allocation of indirect costs, including multi-layer overhead distributions, supports the cost recognition process.  


The UFMS general ledger will provide the capability to distribute costs to cost objects using a single mass allocation process.  In addition, depending on specific agency requirements, the Oracle Projects module also provides for multi-layer overhead distributions to support the cost management process.  Oracle Projects provides the capability to perform multi-layer allocation by several different methods, allowing unique definition of overhead allocations that are user- defined (at least three levels of distribution) using multiple rates, fixed amounts and other appropriate allocation methods.  


Several HHS component agencies have implemented systems to perform allocation and distribution of overhead and other costs outside of their core financial systems.  For example, CDC uses a non-core system through which the budget and costs for the Office of Program Support are distributed to the CDC program areas.  This system enables CDC to allocate costs using a variety of distribution bases.  It also interfaces resultant data to CDC’s accounting system for recording charges to the program areas.  During UFMS implementation at CDC, the CDC allocation system and its functionalities will be assessed to determine the extent to which the UFMS core functionality will meet the allocation requirements.  The implementation will seek to replace the costing systems where possible, or, if replacement is not feasible, will develop interfaces to record the distributed costs in UFMS.

· Process 3:  Cost Distribution.  The cost distribution process focuses on the distribution of cost information to cost managers through queries and reports in the core financial system.  This process will be supported by UFMS through a series of cost reports (e.g., status of funds reports, statement of net costs) within both the General Ledger and other application modules, including the Oracle Projects module, where implemented.  UFMS will provide extensive query capabilities to view cost information in a variety of formats.  Depending on agency-specific requirements, historical information to conduct variance and time-series analyses, demonstration of the historical basis for rates and charges, distribution of costs to other cost objects, and providing an audit trail that traces a transaction from its inception, may be included.

· Process 4:  Working Capital and Revolving Fund Process.  This process requires that the core financial system support the recording and tracking of costs related to revolving funds, including working capital and franchise funds.  Fulfilling such requirements is included in the UFMS scope and will likely be supported by the Oracle Projects module.  Oracle Projects provides capabilities to track service level agreements, verify funds availability, bill customers in conjunction with Oracle accounts receivable (UFMS function), and measure costs as required by JFMIP.


Several HHS component agencies have implemented systems to track costs associated with working capital and revolving funds that may contain functionality not provided by Oracle Projects.  For example, the Federal Occupational Health (FOH) provides a number of health-related services to HHS organizations and other government entities.  FOH operates and maintains a system to record and track the services based on specific contractual agreement with external entities providing services, or based on the use and cost of specific services.  In these cases, the UFMS implementation will not seek to replace these systems, but rather, will develop interfaces to receive financial transactions from these systems into UFMS.  However, such implementation requires the approval of the UFMS governance bodies.

Administrative Functions

HHS managers, working with the SI and UFMS governance parties, have established that HHS administrative systems are included in the UFMS scope only from the perspective of developing the application interfaces between these systems and UFMS.  The Federal Financial Management Improvement Act of 1996, along with OMB and JFMIP requirements, stipulates that the core systems general ledgers be transaction-driven.  Pertinent information from financial transactions recorded in feeder systems is to be recorded in the core general ledger.  Throughout the complete transaction process (feeder system to core system), appropriate internal controls are to be followed.  Therefore, interfaces between UFMS and pertinent administrative systems have to be analyzed, designed and implemented.  These interfaces are required for data communications between UFMS and the various administrative systems.  For purposes of this plan, “administrative systems” includes the following types of systems:

· Travel Management

· Procurement (including acquisition/contracts)

· Logistics (including property management)

· Grants

For the purpose of defining the scope of work related to the administrative functions, the term “integration” means performing the work to interface and connect the UFMS to the systems that must provide data to it or receive data from UFMS.  This work does not include redesigning business processes in the administrative areas listed above, nor does it include installing new information systems that support these functions.  

Excluded / Deferred Functionality

The UFMS executive leadership, consistent with the UFMS guiding principles, has defined that the initial scope of the core financial systems implementation, and the related financial management process improvements, will focus on the mandatory JFMIP core financial management functions.  For this reason, data warehousing is not included within the initial implementation scope.  Further, and as discussed below, the UFMS core financials will not include Budget Formulation, but will provide support for this process.  Similarly, a comprehensive cost accounting system will not be included, in part because of the significant non-core UFMS functionalities that would be required.  However, UFMS will establish the foundation upon which these and future enhancements can be built.  These areas will also be investigated by the Strategic Analysis team, and considered for integration at a future date.

· Data Warehouse(s)

As a result of the UFMS executive leadership determination, non-financial data warehousing is not included within the UFMS implementation scope.  The Department’s Office of the Chief Information Officer will begin an effort to build the business function architecture and data element architecture needed to design a Departmental data warehouse.  The Department will perform internal analyses to determine the Federal and non-Federal reporting requirements to be supported by a data warehouse(s).  Such analyses will consider the capacity of Oracle business suite toolsets, including UFMS financial reporting capabilities.

· Budget Formulation

Budget Formulation is the process of assembling estimates for the upcoming fiscal year for transmittal to OMB and the congressional appropriations committees.  Budget Formulation also includes assembling the information to support those estimates, both formally at OMB and congressional hearings, and informally through staff contacts with these entities.  The UFMS will support HHS Budget Formulation processes by providing prior year actual information needed to build future year budgets.  However, the scope of UFMS does not include the functionality needed to formulate and prepare future year budget submissions.  Including these requirements in the scope of the UFMS core financial implementation would result in a significant expansion of requirements, including analysis of significant amounts of non-financial data.  The UFMS PMO will analyze this area to determine the best approach for incorporating UFMS budget formulation requirements.

· Cost Accounting

A fully realized cost accounting system is not included as a specific function of UFMS.  As prescribed by JFMIP in “System Requirements for Managerial Cost Accounting,” (FFMSR-8, February 1998), UFMS will provide the framework to support many of HHS’ cost management goals and objectives.  The global Business Analysis team will incorporate cost management support processes during its global activities using, in part, the functionality provided by the Oracle Projects module.  However, a comprehensive cost accounting system that fulfills all Federal cost accounting systems requirements includes functionalities outside the scope of the core UFMS.  

To completely manage and accurately account for all relevant costs across an enterprise, cost accounting systems must be integrated with other data collection systems -- both financial and non-financial.  For example, cost accounting systems would normally be integrated with external systems for collection of agencies’ personnel time by labor hour, or identification of asset usage costs by unit of measure.  These types of linkages can be extensive, depending on the number and complexity of the external data sources.  In addition, modification or possible replacement of the external source system may be required, and process change can be complex.  Expanding the UFMS core accounting functionalities to incorporate these types of cost accounting requirements from all sources would greatly increase the necessary funding, personnel resources and time needed to comprehensively plan and complete the effort.  

Justification

Alignment with the HHS Strategic Plan

UFMS contributes directly to the following HHS strategic goals:

	HHS Goal
	HHS Objective
	Description of Alignment

	Goal 8

Achieve excellence in management practices.
	Objective 8.1

Create a unified HHS committed to functioning as one Department.
	The creation of a unified financial management system across the OPDIVs furthers the One HHS goal.

	
	Objective 8.4

Improve financial management.
	The initiative directly supports this objective as it will achieve greater economies of scale, eliminate duplication, and provide better service delivery, as well as provide uniform, integrated financial information for all of HHS.

	
	Objective 8.5

Enhance the use of IT in service delivery and record keeping.
	This initiative directly aligns with this objective as it furthers the use of IT in creating a more efficient, effective, and secure operating environment within HHS.  It promotes improved communication and collaboration among customers / stakeholders, while enhancing the ability to conduct business transactions.


Alignment with IT Strategies

UFMS contributes directly to the following HHS IT goal:

	IT Goal
	IT Objective
	Description of Alignment

	Goal 3

Implement an enterprise approach to information technology infrastructure and common administrative systems that will foster innovation and collaboration.

	Objective 3.4

Implement consolidated financial management and other administrative systems.
	UFMS will result in one system with two components, one for CMS and one for the rest of the Department.


Alignment with Security Efforts

UFMS is a financial management system that will comply with HHS security policies and procedures to ensure the confidentiality and integrity of HHS financial data.  

Alignment with E-Government Efforts

HHS supports many of the E-Gov efforts in that they will become interfaces/integration points between the Department’s financial systems and the E-Gov systems.  
Management of the Initiative

UFMS’ executive sponsor is the HHS Assistant Secretary for Budget, Technology and Finance.  The UFMS initiative is led by a Program Director.  The integrated project team consists of four tracks; 1) project management activities, 2) business analysis, 3) technical analysis, and 4) business transformation.  Each of the teams is comprised of detailees from the OPDIVs.

Milestones

Currently, the UFMS program uses a work breakdown structure and associated cost estimates to create a cost and schedule milestones.   Performance is measured against the planned cost and schedule milestones.  HHS intends to use the performance based management system as part of the Select and Control phase of the Department/OPDIV IT CPIC process.  This information provides the baseline against which actual cost and schedule performance is collected and measured.  An earned value analysis is conducted using the baseline and actual data.  The result of this analysis feeds directly into the assessment of the project’s soundness, which impacts the overall select and control decisions made about the investment.  

	Milestone
	Completion Date

	Prepare for Implementation
	September 2002

	Business Case
	November 2002

	Change Control Management
	June 2003

	Strategic Integration
	September 2003

	Shared Services Analysis
	November 2003

	Strategic Analysis
	February 2004

	CDC - Site Specific
	January 2005

	NIH NBRSS Migration to UFMS
	July 2005

	FDA - Site Specific
	July 2005

	PSC - Site Specific
	June 2006

	IHS – Site Specific
	March 2007

	Governance Milestones
	September 2007

	Quality Assurance
	September 2007

	Issue & Risk Management
	September 2007

	Performance Management
	September 2007

	Business Transformation
	September 2007

	Technology Analysis
	September 2007

	Global Project Management
	October 2007

	Business Analysis
	October 2007


The Clinger-Cohen Act encourages the use of prototypes and pilots in the beginning of large projects as a risk mitigation tool.  Limited development can help to test the assumptions of the different alternatives, generate a baseline of the current performance, and develop reasonable outcomes and expectations of cost.

Reporting Requirements

The ITIRB established the following reporting requirements:

	Reporting Requirement
	Frequency

	HHS CIO Council
	Quarterly & Annually


Performance Goals and Measures

The UFMS program team defined the following performance goals and measures:

	Initiative
Goals Supported
	Existing Baseline
	Planned Performance Improvement Goal
	Planned Performance Metric

	FY 2003 – FY 2007

	All initiative goals.
	Five accounting systems currently exist
	Unified financial system environment
	Unified system with two components, one for CMS and the Medicare contractors and the other for the rest of the Operating Components.

	
	Current financial systems are not in compliance with the Federal Financial Management Improvement Act (FFMIA).
	Substantially compliant with FFMIA in FY 2005.
	All systems are compliant with FFMIA.

	
	Clean Audit Opinion
	Maintain Clean Audit Opinion
	Audit Opinion


Risk Mitigation
The UFMS program team identified the following risks and strategies to mitigate those risks:

	Risk
	Description
	Probability
	Mitigation Strategy
	Status

	Organizational
	Changes to established UFMS baselines (e.g.: schedule, requirements, configurations) may be made without fully considering the consequences.
	Low
	· UFMS CCB (UCCB) Charter established and distributed.

· UCCB membership to be identified by 2/20.     UCCB to meet in April 2003. 

· Change Control Management Plan identifies high-level review processes (in Level 1 - Formal Team Review).

· Requirements Management Plan describes the change control process for requirements.                                           
	Plan in progress

	Funding
	Funding from Congress and OMB for UFMS may be diminished or halted, resulting in project interruption or stoppage.
	Medium
	· Based on external action by Congress or OMB, determine if the Program is cancelled, on-hold, or 'slow roll' to completion.                    
	No plan

	Organizational
	A shortage of skills and experience in the marketplace may affect the SI's ability to recruit and retain personnel needed for UFMS implementation.
	Low
	· Poor economic conditions supports BearingPoint's ability to attract and retain qualified technical and business process personnel.     

· BearingPoint has hired skilled individuals with experience in large-scale Oracle implementation.                  


	Plan identified

	Funding
	External agents such as the US Treasury, OMB, GAO may impose new legislation, regulations or other requirements that require changes to UFMS design, resulting in rework that affects the schedule and cost.
	High
	· UCCB to evaluate individual regulatory and legislative requirements and determine feasibility of implementation on an ad hoc basis.  

· Met with OMB for recognition of attempt to comply with requirements and establish an action plan to comply. 


	No plan

	Technical
	Data from feeder systems may not go through proper data cleansing processes, impacting the quality of the data and schedule.
	Medium
	· Establish site level UFMS schedule and master schedule dependencies on updates from feeder systems. 

· CDC and FDA currently working on data cleansing efforts.  

· Establish requirements/directives for component agencies to provide clean data from feeder systems.


	Plan identified

	Technical
	There is a potential for UFMS to build too many interfaces or inappropriate interfaces if data sharing does not occur between UFMS and other e-Gov initiatives.
	Medium
	· Conduct meetings with other e-Gov initiative program management for review of coordination and integration issues. 

· Coordinate and perform joint-Change Control Board reviews as needed. 

· Establish and maintain Strategic Analysis Group as described in the UFMS Governance Plan.                         


	Plan identified

	Technical
	Lack of department-wide enterprise architecture may result in reconfiguring UFMS post-implementation.
	Low
	UFMS will work with the Department’s architecture.
	Plan identified

	Technical
	May not be able to identify feeder system owners  and exercise authority over the quality and structure of data from feeder systems. 
	Medium
	Establish site change control boards with authority to request feeder system response and changes.      
	Plan identified
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