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1.0  Executive Summary

This summary represents the results of an analysis of the United States Air Force Foreign Military Sales (FMS) financial management “As Is” processes.  This effort is the second of the following four tasks required to support the Security Assistance Financial Management Process Analysis and Recommendation Development study:

1. Conduct research and interview Air Force Security Assistance staff and management on current financial management processes.  Based on the findings, current Air Force FMS financial management processes are depicted in the “As Is” document. 

2. Analyze the current Air Force financial management processes to determine opportunities for streamlining, standardizing, workload re-balancing and task re-allocation.  This report provides details on recommendations for process improvement.

3. Analyze organizational goals, functional roles and responsibilities and existing resources to determine training requirements.  A report will be delivered with recommendations on the method of instruction including courseware design, media formats, delivery mode(s), implementation and evaluation.

4. Design and develop an Air Force Security Assistance financial management handbook. Air Force Organizations will use the handbook to accomplish daily tasks.

The Deputy Undersecretary of the Air Force requested an analysis of current Air Force FMS financial management processes to identify opportunities for process enhancements.  In addition to defining process improvement opportunities, this document provides advantages, challenges, and implementation timelines associated with each recommendation.

It is important to note that the Air Force and the Defense Finance and Accounting Service (DFAS) personnel participating in the study demonstrated a high degree of expertise, dedication and overall commitment to quality.  The processes developed during the first task of this engagement and the recommendations contained in this document could not have been identified had it not been for the input of numerous FMS professionals.

The development of these recommendations included literature research, interviews with subject matter experts and analysis of the “As Is” processes developed in the first task of this effort. Literature consisted of DoD, Air Force and DFAS regulatory guidance, reports, studies, audits, presentations and briefings. This information provided an understanding of the infrastructure supporting Security Assistance business processes and how the organizations interact and function. This information also served as the basis from which interview sessions were conducted.

In addition, data was collected from subject matter experts from Air Force Major Commands (MAJCOMs), Air Logistic Centers (ALCs), Product Centers and the Defense Finance and Accounting Service (DFAS).  Both formal workshops and informal discussions were used to collect the necessary data.   Workshops consisted of two, one-week sessions: 11-14 January 1999 and 25-29 January 1999.  These interview sessions were conducted with over 40 individuals representing 19 organizations.  In addition to the two interview sessions, numerous one-on-one interviews were conducted bringing the total number of individuals interviewed to over 75.  This information provided in-depth knowledge of individual roles and responsibilities, as well as the processes and procedures comprising the Security Assistance financial management processes.  

Data gathered from the literature research and interviews was compiled and analyzed.  Based on the analysis, financial management processes were developed including flow charts and narratives. Workflows were developed and documented for 39 processes.   These processes were grouped into four primary categories: case development, case implementation, case execution and case closure. Throughout process development, subject matter experts reviewed draft documentation and provided valuable feedback to validate the financial management processes. 

An assessment of current Air Force and DFAS roles and responsibilities was conducted to determine if functionality is clearly defined and practiced. The results of the assessment revealed organizations are deviating from their original charters. The Air Force and DFAS are currently performing the majority of functions as initially intended with the exception of logistical delivery reporting, logistical supply discrepancy report processing and reconciliation of local case data records for closure. Both Air Force and DFAS currently perform these functions. To achieve optimum performance, it is imperative that the organization with access to the information be ultimately responsible for task accomplishment; therefore, it is recommended that the Air Force be solely responsible for these activities.

Research identified five primary findings involving FMS Financial Management. (1) There is no strategic plan with integrated performance. (2) There is no overall financial management oversight of FMS cases from development to closure. (3) A lack of clarity exists concerning roles and responsibilities. (4) There is no FMS financial management training program tailored to the needs of the Air Force. (5) Complicated systems are used to complete FMS financial management analysis.

Based on the analysis of current processes, thirteen recommendations were developed to address these findings. These recommendations were presented to the Air Force for review. Subsequent to the review MTC/KPMG LLP presented the recommendations in briefing format to an Air Force and DFAS team. The briefing was followed by a question and answer session and resulted in prioritization by the Air Force and DFAS according to feasibility and process impact. Figure 1 reflects the prioritization, provides a brief description of each recommendation, and identifies associated improvement type(s) (streamlining, standardizing, task re-allocation or task re-balancing).

Figure 1
Recommendation for Process Improvement

RECOMMENDATION
*IMPROVEMENT TYPES


ST
SL
WR
TR

1. Standardize the pricing data collection process to ensure accurate development of pricing information.  This includes the implementation of the DSAMS and the development of performance measurements.
· 
· 



2. Develop a competency-based FMS financial management curriculum.
· 
· 
· 
· 

3. Develop a financial management toolkit consisting of reference material, training and decision making tools.
· 
· 



4. Improve reconciliation procedures by standardizing products used and developing measurements to ensure timeliness. Re-align case reconciliation resources, making the Air Force primarily responsible for reconciliation of local records.
· 
· 
· 
· 

5. Delineate, clarify and direct financial and logistical responsibilities associated with delivery reporting.  In addition, streamline existing processes and standardize system data input and output requirements.
· 
· 
· 
· 

6. Automate the generation of the Standard Form 1080, reducing the workload associated with manual generation.

· 
· 


7. Standardize and streamline the salary reimbursement process, moving from seven distinct processes to one automated Air Force process.
· 
· 



8. Standardize the use of the non-case funded travel salary reimbursement process, conduct cost benefit analysis and make DoD policy recommendations.
· 




9. Consolidate FMS financial management resources.
· 
· 
· 


10. Redefine the use of the Reimbursable Process for Foreign Military Sales (Fund Code 4E).

· 
· 


11. Ensure resources are assigned to address SAMIS system problem resolution.


· 
· 

12. Develop a Decision Support System (DSS) capability that measures business performance within DSAMS.
· 
· 
· 
· 

13. Increase scope of financial processing mapping efforts to include all functional aspects of FMS.
· 
· 



* ST – Standardization; SL – Streamlining; TR – Task Re-Allocation; WR – Workload Re-balancing

2.0  Introduction

2.1   Background

On behalf of the Deputy Undersecretary of the Air Force International Affairs (SAF/IA), the Air Force Security Assistance Center (AFSAC) contracted with MTC and KPMG, LLP to define and analyze Security Assistance financial management processes.  This effort consists of four primary deliverables: (1) Development of current financial management processes, (2) Recommendations for efficiencies, (3) Development of an Air Force FMS Financial Management handbook, and (4) Training recommendations.  The completion of this document satisfies the second deliverable, recommendations for efficiencies.  Recommendations contained in this document are a result of an analysis of the “As Is” processes focused on identifying opportunities for streamlining, standardizing, workload re-balancing and/or task re-allocation.

2.2   Purpose

The primary requirement of this task is to provide recommendations for process improvements based on an analysis of the “As Is” Security Assistance financial management processes within the Air Force.  Research focused on identifying process inefficiencies, work imbalances and system deficiencies.  In addition, research focused on both the positive and negative results of implementing a DoD integrated management information system vice the various systems in place today for tracking Security Assistance management information.  For those steps where the Defense Finance and Accounting Service (DFAS) interacts with the Air Force financial management processes, analysis focused on the timing of those interactions and the specific roles and  responsibilities of each organization. 

Figure 2 depicts the current Air Force/DFAS roles and responsibilities matrix, defined at the time DFAS was consolidated and used in this assessment to analyze FMS Financial management processes.

Figure 2
Air Force/DFAS Roles and Responsibilities Matrix

Function
DFASS
USAF

Perform Security Assistance Trust Fund accounting



Perform Foreign Military (FMS) Sales Cash Management



Perform customer/country billing



Prepare price estimates for cases



Request/post FMS obligation authorizations



Obtain/disburse FMS obligation authorizations



Prepare financial delivery reporting transactions



Prepare logistical delivery reporting transactions  



Prepare payment schedules



Process financial Supply Discrepancy Reports (SDRs)
· 


Process logistical SDRs

· 

Clear FMS interfund bills



Reconcile case data for closure – local records

· 

Reconcile case data for closure – accounting records
· 


Certify accounting records for closure
· 


Account for FMS leases



Disburse on FMS commercial accounts



2.3   Scope

Development of the recommendation document included the use of KPMG’s proven Business Performance Improvement (BPI) methodology.  The BPI methodology is a comprehensive management tool used as a guideline to develop and incorporate business process improvements within an organization.  This methodology addresses all forms of process mapping, network and communication activities, including organizational, procedural, and information technology issues.  The BPI methodology is divided into nine phases, which were tailored to meet the specific requirements of this task.    An overview of the BPI methodology is provided in Figure 3.


Figure 3
KPMG’s Business Performance Improvement (BPI) Methodology
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Design Details
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Implement
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Awaken Again

The BPI assessment is a fact-based end-to-end analysis of the Air Force Security Assistance financial management process. Analyzing the “As Is” process and developing recommendations overlapped with the envision phase and the design high level phase of the BPI.  The envision phase involves the development of a common context and understanding of the organization. The design high level phase includes the development of an innovative portrait of how business will be conducted in the future. 

The development of this recommendation document followed a parallel path with the completion of the "As Is" processes.  In fact, the development of the "As Is" processes served as the true point of embarkation for task two of this effort.

USAF Major Commands (MAJCOMs), Air Logistic Centers (ALCs), Product Centers, and the Defense Finance and Accounting Services (DFAS) provided Security Assistance financial management process and methodology information (systems, processes, policies, procedures, etc.) for analysis.  In addition, research of the Security Assistance financial management process included the use of more than 100 reports, studies, presentations, manuals and other documents.  The information analyzed provided insight into the infrastructure supporting Security Assistance business processes and an understanding of how the individual organizations view themselves, interact and function.  This information also served as the basis from which interview sessions were conducted.

After establishing a baseline definition of the phases of a FMS case, interviews and in-depth discussions with FMS personnel (both Air Force and DFAS) provided a better understanding of roles and responsibilities, as well as, the processes and procedures followed in executing duties.  Input from the participants served as the basis for building the “As Is” processes. More than 75 personnel participated in the interviews in one of two forums: one-week multiple participant workshops and one-on-one interviews.

Two week-long interview workshops (11-14 January 1999 and 25-29 January 1999) consisted of interactive session stressing the maximum participation of all attendees.  The USAF identified attendees for the interview sessions ensuring that USAF representatives and supporting DFAS personnel attended the same meeting. Interview sessions were conducted with over 40 individuals representing 19 organizations.  To ensure continuity, AFSAC, DFAS-DE and DFAS-DY were represented at both sessions. Figure 4, on the next page, depicts the organizations represented at each interview session.

Figure 4
Organizations at Interview Sessions

Session One

· Air Armament Center (AAC)

· Air Combat Command (ACC)

· Air Force Security Assistance Center (AFSAC)

· Aeronautical Systems Center (ASC)

· Deputy Undersecretary of the Air Force for International Affairs (SAF/IA)

· Defense Finance and Accounting Service – Denver (DFAS-DE)

· Defense Finance and Accounting Service – Dayton (DFAS-DY)

· Defense Finance and Accounting Service – Limestone (DFAS-LI)

· Electronic Systems Center (ESC)

· Warner Robins Air Logistics Center (WR-ALC)



Session Two

· Air Mobility Command (AMC)

· Air Force Security Assistance Center (AFSAC)

· Air Force Security Assistance Training (AFSAT) Squadron

· Defense Finance and Accounting Service – Denver (DFAS-DE)

· Defense Finance and Accounting Service – Dayton (DFAS-DY)

· Defense Finance and Accounting Service – Omaha (DFAS-OM)

· Defense Finance and Accounting Service – San Bernardino (DFAS-SB)

· Defense Finance and Accounting Service – San Antonio (DFAS-SA)

· Oklahoma City Air Logistics Center (OC-ALC)

· Ogden Air Logistics Center (OO-ALC)

· San Antonio Air Logistics Center (SA-ALC)

· Space and Missile Systems Center (SMC)



Each session focused on the case development, implementation, execution and closure activities in the Security Assistance financial management process.  The workshop facilitator walked the participants through each process flow, received input on each step and confirmed the participants’ input prior to moving on to the next process. Information gathered in the first workshop provided a baseline for the second interview workshop.  

In addition to the interview workshops, over 30 Air Force and DFAS personnel participated in one-on-one interviews. These interviews consisted of phone conversations, email correspondence and face-to-face discussions.  The interviewees provided the data used to build the initial pre-workshop process flows and later, validated the processes mapped out during the workshops.

Interview activities led to the documentation of 39 processes and supporting narratives representing the four phases of the FMS financial management process: (1) Case Development, (2) Case Implementation, (3) Case Execution and (4) Case Closure.  Some processes represented organization-specific variations. A supporting narrative accompanied all process flows.  The narratives were intended to be used, along with the process flows, to gain a complete understanding of the process.  All financial management process documentation was reviewed and approved by the organizations providing the information.

Analysis of the 39 processes resulted in the development of 13 recommendations for process enhancement. These recommendations were presented to the Air Force for review. Subsequent to the review MTC/KPMG LLP presented the recommendations in briefing format to an Air Force and DFAS team. The briefing was followed by a question and answer session and resulted in prioritization by the Air Force and DFAS according to feasibility and process impact. Feasibility was defined as the ease of implementation based on factors such as cost and political sensitivity.  Impact was defined as the degree of process improvement leading to enhanced customer relations. The thirteen recommendations are listed below from the highest priority (#1) to the lowest priority (#13).

1. Data Collection for FMS Cost Additives

2. Competency-Based Training Curriculum

3. Financial Management Toolkit

4. Enhancement of Case Reconciliation

5. Standardize Delivery Reporting Process

6. SAMIS Automated SF 1080s

7. Case Funded Salary Reimbursement

8. Non-Case Funded Travel Salaries Reimbursement

9. Consolidated Security Assistance Offices

10. Redefine the Reimbursable Process for Foreign Military Sales (Fund Code 4E)

11. SAMIS System Problem Resolution

12. Decision Support System

13. Development of Business Process Mapping Activities

3.0  Recommendations

The following pages provide recommendations based on an analysis of the current Air Force FMS financial management processes.  Each recommendation consists of the following parts:

· Findings to provide an understanding of the current condition and associated advantages and challenges

· Recommendations to enhance financial management processes

· Implementation strategies for ensuring that recommendations are successfully positioned

Recommendations vary according to the degree of impact on financial management  processes.  Micro recommendations are included. These recommendations may impact only a single, yet significant, financial management process. Macro recommendations are also included. These recommendations may impact several financial management processes.

For planning purposes, short-term recommendations can be accomplished within one year. Long-term recommendations require a time investment well beyond a one-year time frame.

3.1    Data Collection for FMS Cost Additives

Findings 

Organizations are inconsistently providing applicable cost additives when completing the data collection process. Failing to provide applicable cost additives results in the development of inaccurate pricing information and potential overcharging to the FMS customer. According to SAF/IAX, inaccurate cost estimates is a top ten concern of FMS customers. In response to the data collection errors, Implementing Agencies (IA) have had to develop additional quality control checks to ensure data accuracy.  

During case development, the IA obtains pricing information from the Performing Activity (PA) to complete either a Letter of Offer and Acceptance (LOA) or Price and Availability (P&A). To develop pricing information, the PA must determine all applicable pricing components.  These components include the base cost of an item and all applicable additional charges, referred to as cost additives.  

DoD Regulation 7000.14-R, Volume 15, Appendix E, “Financial Analysis of Air Force Security Assistance Programs,” provides guidance concerning the development of pricing information. The regulation states that the Air Force uses either the manual Financial Analysis Worksheet or the automated Case Management Control System (CMCS) format as an internal control mechanism to help identify the origins of the pricing.   Both formats are intended to assist the individual developing the pricing data.  Currently, the CMCS format is the primary method used.

Figure 5, on the next page, depicts the “As Is” process for data collection.  Analysis of the “As Is” process determined that a redundancy exists in step 4.0, “If necessary, IA inputs cost additives.”  The PA should have provided the cost additives, referred to in this block, when completing the financial analysis worksheet, step 2.2.   The workshop participants confirmed the redundancy in the process, explaining that two primary issues drive the need for the IA to add cost additives:

· Missing Cost Additives.  The individual preparing the cost estimate often leaves cost additives out of the estimate.  The participants identified that the costs associated with Contract Administrative Services (CAS) tend to be the primary missing element.

· Visibility of Cost Additives.  Cost additives are often added together making it difficult to determine what has and has not been included.  This causes confusion.  If cost additives are not specified in the remarks section  of  the pricing document, the IA may mistakenly add cost additives to the line.  Adding the same cost additive twice causes the pricing information to be inflated. 

Figure 5
Data Collection “As Is” Process
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Interviews with Air Force Security Assistance Center (AFSAC) personnel confirmed the issues discussed at the workshop.  One individual, who receives the majority of pricing data at AFSAC, explained that he must review each document for quality control purposes to ensure that the appropriate cost information is provided.  In reviewing the input, he often finds errors concerning cost additives.  To resolve these errors, he must compute the cost additive information and make the appropriate adjustments.  The AFSAC employee provided some examples of input errors that require resolution.  These errors include:

· Using incorrect Primary Category Codes (PCC).  The CMCS Users Manual provides specific information concerning PCCs.  These categories include DoD services, military construction, non-excess articles from stock, excess articles from stock, etc. PCCs identify the need for the addition of appropriate cost additives.  If the wrong code is used, the individual preparing the data will fail to provide all applicable cost additives. 

· Failing to input cost additives as required.  In this instance, the correct PCC is used, but cost additives are not included as required.  The AFSAC representative explained that this happens when individuals fail to follow procedures or lack the necessary skills to prepare the pricing information.

· The CMCS input screens cause confusion.  Unlike the manual worksheet that provides all the required information on one document, the CMCS depicts cost additives on multiple input screens.  Therefore, cost additives are occasionally overlooked.  The AFSAC representative further explained that the problem is compounded at the Sacramento Air Logistics Center (ALC), due to difficulty printing CMCS information. 

To determine the impact of the Defense Security Assistance Management System (DSAMS) on this issue, research included a review of the DSAMS Case Management Module Training Guide, Version 5.0.  The training guide explains that DSAMS will improve key areas of the data collection process:

· Ease of Use.  The DSAMS input screen appears to be much easier to use than the current CMCS screens.  As seen in Figure 6, the input screen provides tabs, allowing the individual preparing pricing information to easily view primary categories and indirect pricing components.

· Cost Additive Assistance.  The DSAMS provides primary categories to assist in determining the correct cost additives.  Individuals can review price additives to determine applicability.

· Additional Input Space.  The DSAMS provides a screen for the input of supplemental line notations.  These notations are necessary if a large list of items is associated with the line.  The screen is accessible from the price estimation window and allows easy association between cost additives and the associated items on the list.

Figure 6
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DSAMS Line Pricing Input Screen

Analysis of the findings identified three primary causes of inaccurate pricing information:

1. Confusing Data Collection Tools.  As mentioned earlier the primary method used for data collection is the CMCS.   Individuals developing pricing information must input the data into multiple screens.  Failure to view all applicable screens results in incomplete data collection.

2. Failing to Follow Procedures.  When an individual fails to follow procedures incorrect pricing occurs.  Behaviors such as the use of the wrong PCC or the adding of all cost additives together without providing detailed information are representative of deviation from procedures.

3. Lack of Training.  The data collection process is unique to FMS and requires a thorough understanding to be executed correctly.  All individuals interviewed discussed a lack of training and experience as contributors to inaccurate pricing information.
Recommendation 

Implement the following activities to address the three primary findings: 

1. Standardize data collection
2. Develop measures and feedback mechanisims
3. Train people in the development of pricing information
The DSAMS project appears to provide significant improvements to the data collection process through standardization and data input improvements.  The Air Force should continue current efforts to implement the case development phase of the DSAMS project.  

It is important to note that according to the DSAMS implementation timeline, the Air Force will implement the DSAMS case development module on July 6, 1999.  A review of historical data suggests that the Air Force will develop pricing information for over 375 lines representing some 80 cases in 3rd Quarter FY 99.  Therefore, any slip of the DSAMS implementation timeline will result in the development of additional pricing estimates under the current CMCS process.

The behavior of failing to follow procedures should be addressed by measuring performance and providing feedback as appropriate. Develop a measurement to assess performance associated with data collection and use the measurement to drive performance improvement, providing feedback as appropriate. 

For example, the Air Force could develop a measurement to assess accuracy of cost estimates, by comparing actual charges to estimated costs. Analysis of this data could lead to the development and implementation of action plans to further improve the accuracy of cost estimates. 

Ensure personnel involved in the development of pricing information receive adequate training.  Specifically, the DSAMS training for pricing information must stress the importance of complete and accurate data collection.  For specific information concerning training recommendations, see the competency-based curriculum recommendation. 
Addressing the current issues concerning data collection has several key benefits.  First, the development of accurate pricing information for FMS customers would eliminate potential overcharging.  Second, Air Force organizations would be able to clearly explain costs to FMS customers.  Third, random sampling could replace the need for quality checks for every item.  Last, the IA would spend less time correcting and adjusting cost additives.

Implementation

In the short-term, implement the DSAMS case development module in accordance with the current timeline.  This will require initial training on data collection processes.  Development and implementation of performance measurements would be necessary for monitoring and improving the data collection process.  Performance would be assessed, feedback  provided, and action plans developed for process improvements.

In the long-term, the focus would be on sustainment of training for the DSAMS users. Continual process improvement would occur based on the on-going use of performance measurements.

3.2    Competency-Based Training Curriculum

Findings

Competencies refer to knowledge, skills and abilities necessary for personnel to perform proficiently in FMS financial roles (i.e. technicians, analysts and managers). Research identified training on FMS financial management processes to be a major need among both the Air Force and DFAS.  Interviews with subject matter experts and previous studies involving case development, execution and closure frequently cited training as a key factor to increasing the effectiveness and efficiency related to performance of these processes.   Participants stressed that improvements in communication among the Air Force and DFAS would facilitate in keeping abreast of current FMS processes and associated policy and guidance.  Further, open communication channels would increase knowledge among managers, thus promoting cradle-to-grave financial management oversight. 

A review of current FMS training materials and regulatory documents was conducted to determine relevance and accuracy.  Most regulatory documents have not been updated in the past few years.  In addition, formal courseware (i.e., student guides and instructor manuals) was not found; however, other forms of documentation (i.e., desk references and organizational procedures) related to FMS processes do exist.  This documentation could be used to supplement development of future FMS courses.  Currently, no formal curriculum exists within the Air Force for educating and training of FMS financial management processes.  Although the Defense Institute for Security Assistance Management does provide a high level DoD financial management curriculum, it does not satisfy FMS financial management Air Force level training requirements.  Furthermore, no mechanism exists to manage these training requirements.

Although several organizations have provided some type of training, the focus has been on disseminating information.  For example, the training is typically made up of information briefings or mentoring sessions, rather than instructional lessons designed to support clearly defined learning objectives.  Furthermore, organizational training plans do not exist to support a true FMS financial management training program.  Specifically, a true training program accommodates assessment of individual competencies, clearly defined learning objectives, performance standards, measurements of learning and evaluation of course effectiveness. 

Recommendation

Develop a competency-based FMS financial  management curriculum. 

A competency-based curriculum focuses training on tasks that must be performed by individuals to achieve organizational objectives. This curriculum should support the organization’s strategic plan. Prior to courseware development, competencies and associated proficiencies are clearly defined. Based upon those competencies, instructional Systems Design (ISD) principles and methodologies are used to develop the FMS financial management curriculum.  ISD is a systematic approach, which is recognized as the industry standard and has been adopted by the Air Force, to manage, develop and maintain training and education programs.  To successfully apply this methodology, Instructional Systems Specialists who are experienced in all phases of ISD including analysis, design, development, implementation and evaluation will be needed. 

A competency-based curriculum will provide a standard training and education program tailored to meet FMS requirements of the Air Force and DFAS.  On-going evaluation of training and education will ensure the validity of knowledge and skill requirements.  In addition, managers and supervisors can easily identify requirements and provide for individual training and education.
Training development would not impact DoD or Air Force Policy due to utilization of ISD methodology.  No formalized FMS career development track currently exists which is directed by policy. 

Implementation

To develop, implement and manage a FMS curriculum, the following eight phases are recommended as key factors in successful development:

(1) Develop a strategic plan that includes: 

· Statement of project objectives

· Organization, division and individual efforts and responsibilities

· Major milestones and project activities

· Methodology used to accomplish activities

· Resource requirements

(2) Develop a training population profile that includes:

· Organizational mission, business strategies and business drivers

· Business processes and related efficiencies

· Functional disciplines and associated responsibilities

· Critical tasks and performance standards

(3) Develop competency models that include:

· Clearly defined employee roles and expectations for effective job performance within functional disciplines

· Identification of individual training requirements matched with precise learning objectives

· A tool for staffing projects based on competency requirements

· A basis for conducting gap analysis to identify any discrepancies between current and desired competency levels 

(4) Develop an instructional design that includes:

· Learning objectives supported by courseware

· Learning strategies used to accomplish learning objectives

· Learning sequence based on prerequisites, types and levels of learning

· Learning evaluation methodology and techniques

· Training program structure including estimated course duration and resource requirements

· Media specifications including, interface, control, interactivity, audio and visual requirements

(5) Develop courseware that includes:

· Instructor guides
· Student guides

· Training aids

· Learning evaluation tools

· Multimedia materials 

(6) Develop a training implementation plan that includes:

· Approach used to ensure site readiness

· Organizational/division/individual roles and responsibilities

· Training schedule

· Organizational training process 

(7) Develop a training communications plan that includes:

· Forum to share information  (e.g., workshop)

· Technology to share information (e.g., satellite)

· Strategy to share information among FMS organizations and functional roles  

· Strategy to update training materials including policy

· Media used to distribute printed materials (i.e., deskbook and internet)

· Schedule of events

(8) Develop an evaluation plan that includes:

· Criteria for course revision

· Metrics used to measure course effectiveness

· Summative and formative evaluation techniques

· Mechanisms used for tracking

In the short term, development of the strategic plan and traditional paper based materials or design layouts for more advanced media formats (e.g., computer and web-based formats) could be established.  Completion of the strategic plan would be the first step, providing the blueprint for future development.  Upon completion of the strategic plan, courseware development can begin following the ISD methodology. 

In the longer term, paper based materials could be used to implement training and/or storyboards could be used to develop more advanced media formats. On-going evaluation would be conducted to identify any necessary courseware revisions.

3.3    Financial Management Toolkit

Findings

FMS financial managers lack a toolkit to assist them in decision making, problem solving and performance improvement. Research indicated three primary areas requiring attention: varying degrees of knowledge, lack of integrated measurements and multiple systems used to manage the business.

Varying Degrees of Knowledge.  During the workshops, individuals displayed varying levels of expertise concerning FMS financial management.  The more experienced individuals have developed an understanding of what reports need to be reviewed and what systems need to be monitored during the lifecycle of a FMS case.  In many instances, these individuals spoke of being able to manage the financial aspects of a FMS case through intuition.  On the other hand, some individuals lack an understanding of the basic reports available to them.  This issue is compounded by the ongoing reduction of FMS personnel in today’s FMS environment.  For example, the Air Force Security Assistance Center (AFSAC) is in the middle of a five-year drawdown, which will reduce authorized positions by forty-one percent.

Performance Indicators.  Research found little use of integrated performance measurements tied to a FMS financial management strategic plan to monitor or improve process performance.  The FMS community invests thousands of hours collecting and interpreting data.  However, without a tie to an overall strategy for FMS financial management, many of these hours may be spent capturing and analyzing the wrong measurements.  This can lead to inaccurate decision making.

One individual involved in the current measurement effort explained the problems he has encountered concerning FMS measurements.  He provided the following five problems:  (1)  lack of data or inconsistent methods of keeping data, (2) lack of understanding of data integrity, (3) lack of understanding of measurements, (4) assigning improvement goals without committing the resources to accomplish them, and (5) not integrating measurements into the normal decision making process.

Multiple Systems.  The FMS community uses multiple systems to manage its business.  To be successful, a financial manager must understand the information provided by each system and how to use the information to run the business. 

One excellent example of understanding the resources available to manage the financial aspects of a FMS case came from the Aeronautical Systems Center (ASC).  ASC provided a document used for the execution of FMS case lines.  This document provides guidance on tools available to manage a line from monitoring Obligation Authority (OA) to conducting line closure.  Additionally, ASC uses local software applications such as System Program Office Management Information System (SPOMIS) and Paperview to manage the financial aspects of FMS.  Both software applications provide key information concerning the execution of a FMS case and line.

Although the software applications used at ASC provide crucial information, the software applications are not part of an overall Air Force system to provide decision making information.  SPOMIS and Paperview are indicative of numerous locally developed and implemented applications used throughout Air Force FMS organizations.

Recommendations

Develop a comprehensive toolkit to support financial management decision making, problem solving and to drive continuous improvement.  

This toolkit should provide solutions to all three issues raised in the ‘findings’ section of this recommendation.  Analysis of the findings identified the five key components needed in the FMS toolkit (Figure 7). 

Figure 7
Key Toolkit Elements


[image: image2.wmf]Financial

Management

Training

Quick 

Reference Card

Performance

Indicators

Financial

Management

Handbook

Decision

Support System


Focus efforts in developing and implementing these toolkit elements to improve the knowledge of FMS employees.

Financial Management Handbook.  The current MTC-KPMG effort culminates with the development of a financial management handbook.  This handbook will serve as a reference for FMS financial managers to conduct FMS financial management processes in a consistent, efficient manner.

Financial Management Quick Reference Card.  This card would provide FMS financial managers with information concerning “best products” to review for managing a FMS case.  The card should include what reports to review, frequency to review them, information to focus on, etc.  

Financial Management Training.  As mentioned in the findings, there are additional processes in FMS financial management that do not exist in other Air Force financial management processes.  This difference coupled with a reduction in FMS personnel suggests that FMS can benefit from financial management training.  Specific training recommendations are included in the training recommendation portion of this document. (See recommendation 3.2, Competency-Based Training Curriculum) 

Performance Indicators. Develop a comprehensive performance measurement program. Program development begins with the creation of a FMS financial management strategic plan. The strategic plan and associated measurements must support the overall objectives of Security Assistance. Data elements must be clearly defined and a collection methodology developed.  In addition, the Air Force must develop data assessment tools.  This includes the development of performance indicators that provide targets and triggers for action.  Lastly, FMS employees must participate in measurement training focused on how to analyze data and develop action plans to drive performance improvement.
Decision Support System. Develop a Decision Support System (DSS).  This system should automatically search the FMS systems to find, manipulate and summarize information needed by financial managers for use in making decisions.  If the appropriate information is accessible, the ongoing Defense Security Assistance Management System (DSAMS) project may satisfy this requirement.  Specific information about this recommendation is provided in DSS recommendation.  

The implementation of this recommendation will result in several significant benefits.  A stronger understanding of the FMS financial management process derived through training and user-specific reference materials, coupled with performance measurements and easy access to key information, will result in improved use of FMS resources. Data-driven action plans will result in continuous improvement of FMS processes. 

Research identified two primary challenges associated with implementing this initiative.  The development of FMS measurements and the training of FMS personnel will require significant resources.  In the current FMS environment, the commitment of these resources may prove to be a significant challenge. Additionally, the development and implementation of a DSS will require significant personnel and financial resources.    

Implementation

Implementation of this recommendation will require both short term and long term action (Figure 8).  In the short term, the Air Force should develop the financial management handbook and the financial management quick reference card.  As part of the current effort, the MTC-KPMG team will complete the first recommendation by 27 August 1999.  Based upon information in the financial management handbook, the quick reference card could be created in the short-term. Additionally, in the short term, the Air Force should develop a complete FMS measurement program based on a clearly defined FMS financial management strategic plan.  

In the long-term, the Air Force should develop a FMS training program, using the financial management handbook and the financial management quick reference card as a point of embarkation for this effort.  Efforts must also continue to refine the measurements program developed in the short-term ensuring that data is being properly collected and evaluated and that action plans are developed to drive improvement.  Lastly, the Air Force should continue the efforts of the DSAMS project, with an emphasis on building in DSS capabilities.

Figure 8
FMS Toolkit Implementation
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3.4    Enhancement of Case Reconciliation

Findings

The reconciliation process occurs throughout the life cycle of a FMS case.  When properly executed, the reconciliation process ensures that all lines of a FMS case are in balance. It also provides the Air Force the necessary information to keep FMS customers updated on status of funds, and facilitates the transition from case execution to case closure.  DoD Regulation 7000.14-R, Volume 15, Appendix E (Draft), “Financial Analysis of Air Force Security Assistance Programs,” Section 0810, provides specific guidance concerning the reconciliation process. 

On the next page, Figure 9 represents the reconciliation procedures by organization that the interview participants developed at the workshops.  The column headers depict the primary steps involved in reconciliation.  The left column lists the organizations participating in the workshops.  Each row provides specific information concerning how each organization completes the corresponding task.

Figure 9
Reconciliation Procedures by Organization
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AAC      Air Armament Center

ACC      Air Combat Command
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Key

ASC   Aeronautical Systems Center
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OM       Operations Management

SAF/IA  Deputy Undersecretary of Air                  
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An analysis of the reconciliation procedures coupled with the information provided by the interview participants point to five key areas in reconciliation requiring attention: (1) reconciliation roles and responsibilities, (2) timeliness of reconciliation, (3) products used to conduct reconciliation, (4) understanding of the reconciliation process and (5) impact of the reconciliation process on case closure.

1. Reconciliation Roles and Responsibilities.  In general, the roles and responsibilities between Air Force and DFAS appear to be clear.  Air Force organizations work issues concerning Obligation Authority (OA), commitments and obligations, soliciting DFAS assistance as required.  DFAS actively participates in resolving expenditure, delivery, CAS/LSC and case balance discrepancies.  In all areas, the Air Force and DFAS must interact to ensure success.

One exception to this general rule is with AFSAC and ALC cases.  The DFAS reconciliation team located at DFAS-Dayton (DFAS-DY) handles reconciliation of AFSAC and ALC cases.  This reconciliation team used to be an Air Force asset; however, with the creation of the DFAS consolidated environment, the resources moved to DFAS control.  The moving of these resources from the Air Force to DFAS aggravates the fragmentation found in the reconciliation process. 

2. Timeliness of Reconciliation.  Reconciliation must become an interactive process beginning in the case implementation phase.  Failure to begin reconciliation at case implementation results in difficulty reconciling the case prior to closure.  The interview participants explained that it is not uncommon for cases to arrive at case closure with extreme imbalances that should have been rectified years earlier.  When this occurs, the Air Force and DFAS must invest a great deal of resources to research the issue, identify resolutions and correct the problem.  
One interesting observation is that after completing the reconciliation procedures by organization grid, the interview participants discussed where to best place it in the “As Is” document.  The participants decided that the grid should be placed in the case closure portion of the “As Is” document.  This suggests that these individuals, too, may view reconciliation as solely a case closure process.

3. Products Used. DoD Regulation 7000.14-R, Volume 15, Appendix E, “Financial Analysis of Air Force Security Assistance Programs,” Section 081001 explains the products available to conduct reconciliation.  The two primary products listed in the document are the Reconciliation Information Sheet (RECRW35) and AFMC Form 826 (RECRW01).  Both of these reports are products of the Reconciliation Support System (REC) within the Case Management Control System.  The RECRW35 compares the Air Force systems to each other and to DIFS. The RECRW01 provides the Air Force Materiel Command (AFMC) and DFAS-DE an automated product comparing AFMC systems.    

In addition to the RECRW35 and the RECRW01, other reports have been developed to aid in locating and analyzing differences. For example, the Air Force Security Assistance Center (AFSAC) uses the AFMC Financial Analysis Information Sheet (RECRW02G).  This report provides specific ALC information comparing CPAS, GAFS, DIFS, SAMIS and CMCS data.  Additional types of reports include:  FMS disbursement reconciliations, DIFS history reports, DIFS-SAMIS comparisons, and DIFS-CMCS comparisons.

SAF/IA has developed a worksheet to perform line reconciliation (Figure 10). Many other organizations spoke of internal checklists developed to assist them in completion of reconciliation.  Research did not identify any one standard worksheet used throughout the Air Force for reconciliation.

Figure 10
SAF/IA Line Reconciliation Worksheet


[image: image4.wmf]DELIVERIES OUT-OF-BALANCE - SOURCE RECRW03 EOM:

  DIFS EXPENDITURES ND:

  DELIVERED NA/NE:

  DISBURSEMENTS UNDER/(OVER) DELIVERED:

SOURCE ALLOTTMENT LEDGER EOM:

  BQ EXPENDITURES AEP:

     DOES IT EQUAL DIFS EXPENDITURES ABOVE:

     IF NOT IT SHOULD EQUAL CASH OUT-OF-BALANCE BELOW:

EXPENDITURE SELECTIVE HISTORY TRANSACTIONS TOTALS:

(NOTE:  IF SELECTIVE HISTORY TRANSACTION TOTALS DON'T EQUAL ALLOTMENT LEDGER

AEP TOTAL ABOVE, YOU MAY NOT BE ABLE TO VERIFY EXACT TRANSACTIONS THAT HAVE

CAUSED OUT-OF-BALANCES.)

CASH OUT-OF-BALANCES - SOURCE CMRRW13 EOM:       

DATE 

BEGAN

C/NCC

AMOUNT

TOTAL:

BQ W/O

N/A'S W/O ND'S

ND'S W/O NA'S

EFF DATE

NA  AMOUNT

ND  AMOUNT

PAGE

DATE ACCT

AMOUNT

PAGE / 

TRANS NBR

DATE 

ACCT

AMOUNT

TOTAL

ACTION REQUIRED:


4. Understanding of Reconciliation Process.  During the workshop, participants demonstrated varying degrees of knowledge concerning case reconciliation procedures.  Some participants had a clear understanding of the reports available to them and how to use them, while others demonstrated minimal knowledge of the CMCS products.

5. Impact on Case Closure.  Case reconciliation has a tremendous impact on case closure.  Not only does the reconciliation of a case throughout its life cycle allow smoother closure, thorough reconciliation of a case prior to closure can prevent the need to reopen the case.  

The Air Force Security Assistance Center (AFSAC) closes the majority of cases for the Air Force.  Not only does AFSAC close cases from the Air Logistics Centers (ALC), AFSAC also closes cases executed by SAF/IA.  Interviews with AFSAC personnel provided a better understanding of the impact of reconciliation on case closure.  One individual explained that cases are often reopened after closure to process a financial transaction that was overlooked during reconciliation.  Also, it is not uncommon for a bill to show up from a contractor ten years after a case is closed.  When this occurs, the Air Force must reopen the case to process the transaction.  The only exception to this is if the transaction is for less than 

$200, as outlined in DFAS-DE message, subject “Foreign Military Sales (FMS) Write-off Policy for Post Closure Activity.”  In this instance, the case would not need to be reopened to process the transaction.    

Recommendations

Analysis of the findings led to the development of recommendations to address the five primary areas identified in the findings: 

1. Realign reconciliation roles and responsibilities

2. Ensure recurring reconciliation from case implementation phase

3. Review and refine reconciliation products

4. Train personnel on reconciliation process

5. Review/refine dollar threshold for reopening cases

Reconciliation Roles and Responsibilities.  Transfer the roles and responsibilities performed by the DFAS reconciliation team concerning AFSAC and ALC reconciliation to the Air Force.  This realignment would provide a consistent methodology for addressing reconciliation and ensure that those organizations with the best visibility of an issue are responsible for its resolution. 

Timeliness of Reconciliation. On a monthly basis, it is essential that organizations validate amounts recorded in the Base Level Accounting System (BLAS) for obligation authority, commitments, obligations, expenditures, deliveries, Contract Administrative Surcharge, etc.  The Air Force must continue to stress the importance of reconciliation as an ongoing effort.  Recommend that the Air Force develop a measurement for case reconciliation.  The recommendation entitled FMS Financial Manager Toolkit provides detailed information concerning measurement development.

Products Used.  The Air Force must continue to refine CMCS reconciliation products to ensure that accurate information is available to expedite the process.  Research indicated that several organizations were actively developing CMCS products designed to improve the process.  As these products are developed or refined, the Air Force must ensure that all organizations are notified of the availability of the product and its capabilities.

In addition, develop a standardized document to assist organizations with Case Reconciliation.  The document provided by SAF/IA serves as an excellent point of embarkation for this effort.  The standardization of this document can be accomplished in the short term.

Understanding of Reconciliation Process.  Develop a competency-based curriculum for FMS financial management professionals.  The training recommendation in this document provides requirements and timelines for implementing this recommendation.

Impact on Case Closure.  Improvements in reconciliation timeliness, standardizing reconciliation products and increasing the understanding of the reconciliation process will positively impact case closure.  However, there may still be situations that require disbursement or collection after a case is closed.  In these instances, the Air Force and DFAS will continue to work together to open a case, disburse or collect funds, conduct reconciliation and re-close a case.  Understanding that this will still occur, conduct a cost-benefit analysis to determine if the current $200 dollar threshold is appropriate.  After 

conducting the analysis, the Air Force should make a recommendation to the DoD requesting a waiver from the current policy, until a change in policy is documented.

A cost-benefit analysis is a procedure for identifying the point at which the benefits start covering the associated costs.  In this instance, the Air Force should determine when the amount collected or disbursed outweighs the investment of resources to process the transaction(s). 

Implementation

As mentioned above, the implementation timeline for creating a FMS financial manager toolkit and a competency-based curriculum is covered in separate portions of this document. The actions associated with conducting a cost-benefit analysis can be accomplished in the short-term.  First, the total costs associated with processing a disbursement or collection after closure must be analyzed and assessed.  Second, the total disbursement or collection amount necessary to offset the total costs must be determined.  Last, the $200 threshold should be adjusted based on the results of the analysis.

To accomplish the realignment of resources associated with AFSAC and ALC reconciliation, it is recommended that DFAS-DE/I and SAF/IA adopt the phased approach depicted in Figure 11.

Figure 11
Reconciliation Team Realignment Implementation Timeline

TASK
START DATE

DFAS-DE/I and SAF/IA concur with the recommendation to realign the DFAS reconciliation team
Day of Decision (DOD)

Determine case reconciliation team workload.  This information is needed to ensure proper distribution of resources.
DOD plus 30

DFAS-DE/I and SAF/IA concur on re-allocation of resources.
DOD plus 60

Implement recommendation and realign resources, roles and responsibilities.
DOD plus 90

The following policy references would be impacted with the implementation of this recommendation:

· Department of Defense (DoD) Regulation 5105.38-M, Security Assistance Management Manual (SAMM)

· Section 1305, Budget Execution

· Section 1306, Case Files

· Air Force Manual, (AFM) 16-101, International Affairs and Security Management

· Chapter 5, FMS Case Performance

· Department of Defense (DoD) Financial Management Regulation 7000.14, Volume 15, Security Assistance Policies and Procedures, Appendix E (Draft)

-  
Section 081001, Case Reconciliation

3.5    Standardize Delivery Reporting Process

Findings

Delivery reporting was identified as an area of primary concern regarding FMS case execution.  Research focused on delivery reporting for three types of FMS orders: reimbursable AF orders filled from stock or AF funded contracts; interfund orders passed to DLA, GSA, Army or Navy to be direct cite billed upon delivery; and direct cite funded orders filled from contracts or MIPRs that directly cite FMS funds.  Specifically, processes involving delivery reporting of materiel, services, travel expenses, travel salaries and payroll salaries were examined. 

Currently, responsibility for delivery reporting is shared between AF and DFAS.  Delivery reporting includes both financial and logistical aspects, dependent upon the reporting purpose.  From a logistical view, delivery reporting is used to confirm that articles or services have been physically delivered or performed.  From a financial view, delivery reporting is used to record disbursements incurred against the FMS trust fund.  

Multiple and divergent delivery reporting processes exist.  First, the responsibility for reporting physical deliveries is inconsistent among organizations.  Second, variations exist within the system (i.e., CMCS, SAMIS and TRACS) screens used to enter physical deliveries.  Third, variations exist among the reporting requirements to include the level of data detail, source documents used to enter delivery data and frequency of delivery reporting. Figure 12, on the next page, shows the differences in logistical delivery reporting among Air Force organizations.

Figure 12
Logistical Delivery Reporting by Air Force Organization
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            Activity

Organization
Receive and Review

Delivery Notification
Preparation of  Delivery Information
Input Delivery

into CMCS
Frequency

SAF/IA
DFAS-OPLOC receives and reviews billing document
DFAS-OPLOC prepares delivery information
DFAS-OPLOC enters into CMCS
Monthly

AFSAC and ALCs (Requisitions)
SAMIS validates requisition and delivery transaction
SAMIS generates a delivery transaction
SAMIS automatically updates CMCS 
Input daily, transmitted monthly (26th of month)

AFSAC and ALCs (Custom Commitments)
DFAS-OPLOC receives and reviews billing document
DFAS-OPLOC enters data into SAMIS.  SAMIS generates a delivery transaction
SAMIS automatically updates CMCS 
Input daily, transmitted monthly (26th of month)

AFSAT
AFSAT receives and reviews monthly expenditures
AFSAT enters monthly information into TFS
TFS automatically updates CMCS
Monthly

AAC
AAC receives and reviews proof of delivery
AAC creates cost estimate
Budget Office enters into CMCS
Services – Monthly

Materiel  - By Batch

Salaries – Annually

ACC
DFAS-OPLOC receives and reviews billing document
DFAS-OPLOC prepares delivery information
DFAS-OPLOC enters into CMCS
Monthly

AMC
DFAS-OPLOC receives and reviews billing document
DFAS-OPLOC prepares delivery information
DFAS-OPLOC enters into CMCS
Monthly

ASC
ASC receives and reviews proof of delivery
Line Manager prepares cost statement
Budget Office enters into CMCS
Monthly

ESC
ESC receives and reviews monthly expenditures
ESC accumulates quarterly expenditures 
ESC enters into CMCS
Quarterly

SMC
SMC receives and reviews proof of delivery
SMC SPO prepares delivery information
Budget Office enters into CMCS
Service – Monthly

Materiel – By Batch

Salaries – Annually

AAC      Air Armament Center

ACC      Air Combat Command

AFSAC  Air Force Security Assistance 

              Center       

ALC       Air Logistics Center

AFSAT  Air Force Security Assistance 

             Training
Key

AMC     Air Mobility Command

ASC     Aeronautical Systems Center

CMCS  Case Management Control System

DFAS   Defense Finance and Accounting

            Service

ESC     Electronic Systems Center
OPLOC  Operating Location

SAF/IA   Deputy Undersecretary of Air                  

               Force/International Affairs

SAMIS   Security Assistance Management 

              Information System

SMC      Space & Missile Systems Center      

SPO      Systems Program Office

TFS       TRACS Financial System

The following further highlights a few differences among the delivery reporting processes:

Materiel/Services

· Product Centers delivery report estimated cost and actual priced direct cite funded orders (Fund Code 4F).  The SPO passes the budget office cost statements and supporting DD Form 250s, Materiel Inspection to manually enter estimated cost deliveries into CMCS monthly. A single document number is used to represent a roll up of all 4F materiel costs incurred against a given case/line. Upon final contract pricing, the budget office applies appropriate debits and credits based on expenditure data from the disbursing system (i.e., MOCAS). 

· Product Centers delivery report actual priced reimbursable (Fund Code 4E) AF orders.  The SPO passes cost statements showing accumulated 4E materiel costs at final price based on MIPR/MILSTRIP shipments and associated expenditure reports to the budget office.  The budget office manually enters deliveries into CMCS monthly.  A single document number is used to represent a roll up of 4E materiel costs incurred against a given case/line.

· Product Centers delivery report direct cite (Fund Code 4F) funded contract services. The SPO passes cost statements and supporting completion of service documents (i.e., SF 1149, MIPR, and Project Order) to the budget office for manual entry of deliveries into CMCS monthly. A single document number is used to represent a roll up of all service costs against a case/line.

· Air Logistic Centers (ALCs) delivery report estimated cost and actual priced direct cite funded orders (Fund Code 4F).  Based on DD Form 250s, the ALC manually enters delivery data into the contracting system (i.e., J041).  To generate an estimated cost delivery, SAMIS receives an “AS” shipment and a “dummy D7” drop-from-inventory transaction and validates the data against the open requisition file. SAMIS maintains a separate document numbered history record for each requisition.  SAMIS suspenses each estimated cost delivery until a “final priced” contractor shipment transaction is received from J041, which triggers SAMIS to convert the estimated cost delivery to an actual priced delivery.  SAMIS accrues the deliveries until the 26th of the month and then uploads estimated cost and actual price deliveries to CMCS.

· ALCs delivery report actual priced reimbursable (Fund Code 4E) AF orders.  Based on proof of deliveries, ALCs manually enter delivery data into the requisition system (i.e., D035).  To generate a delivery, SAMIS receives an “AS” shipment and a “D7” drop-from-inventory transaction and validates the data against the open requisition file. SAMIS maintains a separate document numbered history record for each requisition.  SAMIS accrues the deliveries until the 26th of the month and then uploads deliveries to CMCS.

· DFAS delivery reports actual priced direct cite (Fund Code 4F) contract services for the ALCs and AFSAC.  When contract payment is made, DFAS receives an expenditure report, looks up the document number and manually enters the delivery into SAMIS for the expenditure amount. SAMIS accrues the deliveries until the 26th of the month and then uploads deliveries to CMCS.

Training

· AFSAT, the training center, delivery reports both direct cite and reimbursable AF orders.  AFSAT manually enters deliveries into TRACS Financial System (TFS) based on monthly expenditure reports.  Dependent upon the paying station, data is received on disbursements made for student travel, Temporary Living Allowance (TLA), medical services and tuition, training teams and dedicated programs.  TFS directly interfaces with CMCS. 

Interfund

· SAMIS automatically delivery reports interfund orders.  SAMIS validates the interfund bill (summary and detail) against the open requisition record and ensures the billed value is not greater than the requisition value.  SAMIS uploads interfund deliveries to CMCS semi-monthly.

Travel

· Product Centers delivery report travel.  The acquisition center budget office queries the AF accounting system (i.e., GAFS) for case/line monthly travel costs and enters a summary delivery report, which rolls up costs by case/line, in CMCS.  Incremental serial numbers are used to represent case/lines on the document number order record.  Each delivery represents a month’s worth of travel by case/line.

· DFAS delivery reports travel for ALCs and AFSAC. DFAS manually enters deliveries in SAMIS based on disbursements.  Separate document numbers are used for each travel order, which equates to a separate delivery in SAMIS.

Salaries

· Product Centers delivery report salaries.  The SPO passes monthly cost statements and locally generated spreadsheets listing the people and pay for each case/line to the budget office for manual entry into CMCS.  A single delivery, identified by a single document number, is used to represent all case/lines manpower for a month. 

· DFAS delivery reports salaries for ALCs and AFSAC.  SAMIS maintains a document numbered history record for the annual cost of a single case-funded person, the annual cost of a group at a single location, and sometimes, the temporary cost of reimbursing administrative funded people on a country trip. Each center provides a spreadsheet listing individual pay and associated reporting document numbers for monthly billing.   DFAS enters a monthly delivery against each active document number. 

The multitude and divergent delivery reporting processes has increased opportunity for inefficiencies.  As a whole, it was determined that the FMS delivery reporting process needs to function more efficiently.  Timeliness of delivery reporting was of major concern. Evidence showed financial delivery reporting was backlogged among most of the OPLOCs.  In addition, the number of delivery discrepancies and period of resolution was viewed as inadequate by the FMS community and international customer.  Although the FMS community continues to try and remedy delivery reporting deficiencies, the ability to track deliveries continues to present a major obstacle. 

Recommendations
Standardize the Delivery Reporting Process.

To achieve the standardization of the Delivery Reporting Process, the following initiatives are recommended as critical for success: 

Delineate, clarify and direct financial and logistical responsibilities.  The Delivery Reporting Process should clearly identify two distinct aspects or sub-processes, one financial, the other logistical. Further, all tasks associated with each sub-process should be clearly identified and defined.  Using separate terminology for each sub-process would better help to differentiate process tasks.  Logistical tasks would be part of the “Delivery Reporting” Process and financial tasks would be part of the “Performance Reporting” Process.  The responsibility for all logistical delivery reporting should be the responsibility of the AF; whereas, the responsibility for financial performance reporting should remain the responsibility of DFAS. 

A standardized Delivery Reporting Process that is delineated, clarified and directed would provide for earlier detection and easier resolution of delivery discrepancies.  By aligning logistics responsibilities among Air Force logistics experts, initial validation of physical deliveries and associated contract specifications would occur prior to financial processing.  This would limit the amount of errors prior to financial processing by DFAS.  By allowing DFAS to focus on financial delivery reporting, financial processing would also be performed more efficiently. Specifically, the excessive amount of communication between Air Force and DFAS that is necessary to reconcile deliveries would be significantly decreased.  Overall, a clear distinction of accountability by organization and role would result in an enhanced process. 

Manpower workload would need to be realigned for effective transition of responsibilities.  DFAS personnel would no longer perform any of the logistical delivery reporting as previously depicted in Figure 12.  AFSAC and ALC personnel would need to be assigned to perform the logistical delivery reporting.  Although the Air Force would initially receive and review the billing documents, DFAS would actually perform the financial processing. This would provide financial managers with checks and balances of deliveries performed.
Streamline existing Delivery Reporting Processes.  Streamline the Delivery Reporting Process among three distinct areas including materiel and service orders, salaries and travel.  The use of document numbers should be consistent among these areas.  First, each materiel/service delivery should be delivery reported on a daily basis.  A single document number should be used to represent a single item or quantity maintained on a contract or MIPR. Although Base Level Accounting Systems (BLAS) are not able to capture Contract Line Item Number (CLIN) data, this should be considered for future system re-engineering efforts such as recommended for DSAMS.  In the interim, a breakout table showing the breakout of document numbers to CLINs should be maintained.  Second, travel and salaries should be delivery reported on a monthly basis by a case/line summary delivery, which is represented by a single document number.  The detail source data for salary and travel should be maintained for reconciliation and customer reporting.  

A standardized Delivery Reporting Process which is streamlined for reporting of travel, salaries, and materiel and services would provide savings due to decreased manpower requirements for reporting salaries and travel at summary levels.  Best practices would be established, defined and utilized among individual organizations.  Delivery reporting of salaries and travel at summary levels could easily be automated due to similar data structure and reporting performed in GAFS.

The challenges of implementing this recommendation would be that the summary reporting of salaries and travel would not provide the customer with a breakout of data.  However, the costs involved in adopting the AFSAC and ALCs’ detailed reporting method would likely outweigh the benefit.  In addition, reallocation of manpower resources for delivery reporting would be necessary.

Employ uniform system data input and output requirements.  Analyze input screens to determine reporting requirements for delivery reporting of salary, travel and materiel/services. Specifically, CMCS, SAMIS and TRACS will need to be analyzed to identify discrepancies including missing and nonessential data fields and elements.  System screens used to input deliveries should provide for consistent data entry into common data fields. Screens should contain only necessary data fields and elements.   Tracking mechanisms should be used which enforce data entry by responsible FMS organizations.  In addition, all source documents used to enter salary, travel and materiel/services deliveries should be consistent among organizations and updated, if necessary, to include only required data.  A survey and review of system reporting products should also be completed to select the best products.

A standardized Delivery Reporting Process which employs uniform system data inputs and output would decrease the error rate due to a more manageable amount of knowledge required of various delivery codes and other information.  Only necessary data would be reported.  Lastly, the design efforts in future system re-engineering efforts (i.e., DSAMS) would be supported.

If existing database structures and formats are not consistent with data input requirements, development costs may be substantial.  For example, not only would system screens need to be revised but also data transformation would be necessary. However, revision requirements may be shared among on-going DSAMS development and efforts regarding interface design.

Standardization of the delivery reporting would impact organizational procedures, but would not impact DOD or Air Force policy (i.e., AFR 170-3, DOD 7000.14-R

DOD 5105.38-M)

Implementation

Standardization of current Delivery Reporting Processes would involve both short-term and long-term strategies.  The first initiative, delineate, clarify and direct financial and logistical responsibilities, would be accomplished in the short term.  This could be accomplished by developing a matrix by type of task (functional vs. logistical), task description and responsible organization/functional role.

The next initiative, streamline existing Delivery Reporting Processes, would require somewhat more effort due to differences evolving from accounting and case management systems.  In the short term, salary and travel processes could be streamlined due to system ability to support summary detail deliveries using single document numbers.  Reporting of materiel orders by item/quantity will require a major change in the way Product Centers do business; however, accounting and case management systems also accommodate this reporting.  Use of single documents for delivery reporting of service contracts will be difficult and will require long-term implementation efforts since BLAS do not support reporting by CLIN.  

The last initiative, employ uniform system data input and output requirements, would also require more effort due to differences evolving from accounting and case management systems.  In the short term, analysis of system inputs and outputs and source documents could begin immediately.  Identification of input requirements, standardization of source documents and selection of best system products could be accomplished within the short-term.  However, if screen redesign is necessary, a long-term solution is required. 

3.6    SAMIS Automated SF 1080s

Findings   

Prior to 1991, all AF deliveries for FMS materiel and services were reimbursed to the ALC performing appropriation and Stock Fund (currently, referred to as Working Capital Fund) by SAMIS.  SAMIS mechanically created a Standard Form (SF) 1080, Voucher for Transfers Between Appropriations and/or Funds, along with supporting data.  SAMIS passed a data file to the local GAFS, which automatically updated the appropriate financial accounting data to reflect the reimbursement.  This reimbursement was then passed to the ALC accounting system (GAFS/BQ) through the monthly “by-others” accounting cycle, causing a considerable delay. 

Based on the “by-others” process delay, a system enhancement was made to SAMIS.  SAMIS was programmed to directly pass accounting records at the end of each month to GAFS/BQ for collection of reimbursements. While changing the system to bypass the “by-others” accounting cycle and directly update GAFS/BQ, SAMIS no longer generates an automated SF 1080 in a useable format. The DFAS OPLOC must manually prepare the SF 1080 to support the automated interface.

SAMIS processes approximately 30,000 transactions a month to reimburse various appropriations, such as:

· ALC Salary Reimbursements

· AFSAC Salary Reimbursement

· Services Reimbursement (SAMIS Custom Commitments)

· Materiel Reimbursement (SAMIS Requisitions)

While the data is summarized, due to the number of transactions involved, manually preparing the SF 1080 needed to support the automated interface is very time consuming.  A separate two-sided entry (collection/disbursement) must be typed on the SF 1080 for each country/case/line according to appropriation and Working Capital Fund.  Depending on the volume, the DFAS OPLOC may take several days to process a SF 1080.  In addition, the manual posting of this data may result in numerous errors, which must be researched and corrected prior to processing the automated interface.

Recommendation
Automate (or modify) the SF 1080 process.

This would eliminate the need for DFAS OPLOC personnel at each location to manually prepare a SF 1080 based on hardcopy documentation.  A SAMIS generated SF 1080 would be less labor intensive and less prone to input error than a manually generated SF 1080.

· The challenge associated with this recommendation is the availability of resources required to program changes in SAMIS.  Adequate resources would be required to prepare and document the necessary systems change requests for SAMIS, make software changes to SAMIS, and modify the SAMIS users manual and applicable regulations to indicate that the SF 1080 is automatically generated by SAMIS.

With an automated SF 1080 generated by SAMIS, DFAS OPLOCs would no longer have to expend the time to manually create the required SF 1080.

Implementation

Six steps are required to develop an automated SAMIS SF 1080. These steps are depicted in Figure 13 and described below:

Figure 13
SAMIS Automated SF 1080 Development Approach
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1.0 DFAS, in conjunction with AFSAC/IT, must identify specific SF 1080 format and content requirements.

2.0 Programming resources must be identified. Resources may include personnel, software, etc.

3.0 Resources required to complete reprogramming initiatives must be identified and coordinated.

4.0 AFSAC/IT will reprogram SAMIS to automatically generate a SF 1080. Reprogramming activities will benefit from the existence of long line accounting classification and dollar amounts in SAMIS.

5.0 Conduct testing to ensure SAMIS correctly generates a SF 1080. Re-testing and/or reprogramming may be necessary.

6.0 Disseminate information among SAMIS users.

3.7    Case Funded Salary Reimbursement 

Findings  

The US Government charges the Foreign Military Sales (FMS) customer for Air Force personnel working in support of FMS cases.  For case funded personnel, the US Government initially pays the salaries and is then reimbursed from FMS case funds.  Pricing is calculated for civilian salaries using the General Schedule Rates and for US Military salaries using the DoD Annual Composite Standard Rates.  

During the interview sessions, participants outlined seven distinct processes used within the Air Force for salary reimbursement.  In the seven processes, organizations are gathering and reporting the same information; however, the methods used vary.  Some of the differences are noted below:

· Different systems are used to collect and track hours worked on FMS cases.  For example, at Warner Robins Air Logistic Center (ALC), employees enter hours worked directly into a local manpower system that tracks the data automatically.  This differs from other organizations (e.g., Space and Missile Systems Command (SMC)), where hours worked are recorded and tracked manually.

· Organizations are delivery reporting reimbursable salaries at various frequencies.  According to Department of Defense (DoD) Regulation 5105.38-M, Security Assistance Management Manual (SAMM), Section 1308, Paragraph A, deliveries are to be reported as soon as possible (within 30 days) after the item has been shipped or services performed.  Delivery reporting of salaries within 30 days is not occurring in all organizations.  For example, the Air Armament Center (AAC) is delivery reporting salaries annually.

· The use of AF Form 406, Miscellaneous Obligation/Reimbursement Document (MORD) varies from organization to organization.  The MORD is a document used to record legal obligations of appropriated funds in the absence of other evidence of obligations, such as purchase orders or contracts.  The MORD is used to establish unfilled customer orders between the ordering and performing activities in accounting records.  Organizations complete the MORD on one of three schedule frequencies: annually, as needed, or not at all.

Analysis of the variances between processes identified several areas of opportunity. These areas include:

· Reducing Calculation Errors.   In the current processes, the majority of calculations completed to determine reimbursable salaries are done manually.  This can result in miscalculations.  If miscalculated, the reimbursable salary amount will result in either a shortage to the Air Force or an overcharge to the FMS customer.

· Reducing Data Entry Errors.  In several of the processes, FMS employees record hours worked manually and forward the data to other individuals, who input the information into a master spreadsheet or database.  By removing the input of information from the information’s source, data entry errors are more likely to occur.

· Reducing Additional Workload.  All of the processes involve multiple manual steps resulting in unnecessary workload.  For example, all processes require review of personnel salary information against authorized positions.  This is normally done manually, reviewing each item line by line.  The Air Force Security Assistance Center (AFSAC) conducted a study of the AFSAC salary reimbursement process in December 1996.  In the study, entitled “Business Process Reengineering Salary Reimbursement Process,” the AFSAC explained that numerous players are involved in salary reimbursement, often performing non-value added tasks.

· Improving Delivery Reporting Timeliness.  Several organizations are failing to delivery report salaries in accordance with DoD policy.  As mentioned above, salaries are often reported quarterly or annually as opposed to the monthly requirement.

Recommendation

Adopt a standardized process for salary reimbursement.  

This process should use a single application to input salary information, calculate reimbursable data and generate the necessary financial and delivery reporting transactions.  Figure 14 provides a proposed “To Be” process. 

Figure 14
“To Be” Salary Reimbursement Process
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Explanation of proposed “To Be” process.  The information concerning approved manning positions is loaded into the Salary Reimbursement Application (SRA).  Foreign Military Sales (FMS) employees enter actual hours worked in direct support of a FMS case into the SRA.  If the FMS employee provided direct support to multiple cases during the reporting period, the employee would identify each case and the associated hours worked.  The employee’s supervisor reviews the data to ensure accuracy and provides an electronic signature as approval.  This review would take place within the system.  After all data is submitted, the SRA would compare information from the appropriate personnel systems to the FMS employee data.  The SRA would automatically calculate reimbursable salary data.  This calculation would include the addition of acceleration factors to actual hours worked.  The SRA would accrue salary information monthly.  Once per month, the SRA would transmit the data to the General Accounting and Finance System (GAFS), establishing accounts receivable and obligation. After establishing accounts receivable and obligation, the SRA would post the disbursements and collection into the GAFS. Simultaneously, the SRA provides accrued delivery information to the Defense Integrated Financial System (DIFS).  In turn, DIFS provides billing information to the FMS customer.

The “To Be” process is a hybrid process capturing the benefits of numerous current practices.   For example, steps 1.0–3.0 are similar to the actions performed in several ALCs and steps 5.0-8.1 are similar to actions completed by the Security Assistance Management Information System (SAMIS). 

The benefits of developing a fully integrated system to input salary information, calculate reimbursable data and generate the necessary financial and delivery reporting transactions include:

· Reduced Workload.  The automation of many of the current tasks may significantly reduce the workload associated with the “As Is” salary reimbursement process.  For example, the development of a system that compares manning information from personnel systems with the FMS employee information would reduce the need for manual review.  

· Reduced Input Errors.  Allowing FMS employees to input work hours directly into an integrated system would reduce errors associated with data transposition, illegible information, etc.

· Timely Delivery Reporting.  The use of an integrated system would ensure monthly reporting of salaries in compliance with DoD Regulation 5105.38-M (SAMM).

Research identified three primary challenges associated with the development of an integrated salary reimbursement software application.  First, the Air Force should develop and implement the salary reimbursement application. Development of the application could be streamlined by adapting existing software to meet Air Force requirements. Research identified that the Naval Sea Systems Command (NAVSEA) is currently using the Reimbursable Labor Cost System to facilitate the salary reimbursement process. FMS employees enter hours worked into the system, which calculates reimbursable data and uploads the Defense Civilian Payroll System (DCPS). FMS Financial Managers use system generated reports to analyze reimbursable salaries, identify opportunities for process improvement and ensure accurate reimbursement to the US Government. Although this system may not meet all of the Air Force requirements in its current configuration, it could provide a point of departure for application development. Second, all FMS personnel must have access to the application to input information.  Recommend that the Air Force consider having FMS employees enter information concerning hours worked via the internet or intranet which interfaces to the DCPS. Thirdly, the implementation of a SRA will require training FMS employees on its use. 

Implementation

Execute a four-step methodology to complete the development and implementation of the salary reimbursement application. An overview of these four steps is shown in Figure 15.
Figure 15
Development of Salary Reimbursement Application
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In the short-term, develop and design the salary reimbursement application. First design the high-level aspects of the application including creating the new process or adapting an existing process and documenting the design, identifying technology requirements and developing architecture schematics and documenting the implications of the architecture on the redesigned process.  After completion of the high-level of design, develop the design details, including the development of process descriptions and draft technology standards for all components.  

In the long-term, the Air Force must build the application.  Building the application includes: requirements definition, software development, designing and implementing pilots, developing operations guides and determining and implementing technology testing.  Once the application is built, it must be implemented,  including a system rollout, review of performance feedback and the development and implementation of a support infrastructure.

The implementation of this recommendation will impact several current policy references and all future DSAMS policy references.  Current policy references impacted by this recommendation include:

· Department of Defense (DoD) Regulation 5105.38-M, Security Assistance Management Manual (SAMM), Chapter 13, Section 13080, Paragraph A, Reporting Performance of FMS Orders

· Air Force Manual, (AFM) 16-101, International Affairs and Security Management, Attachment 19, U.S. Air Force Security Assistance Manpower Categories

· Department of Defense (DoD) Financial Management Regulation 7000.14, Volume 15, Security Assistance Policies and Procedures, Appendix E (Draft), Chapter 2, Section 020405, Administrative Management and Personnel Cost Policies

3.8    Non-Case Funded Travel Salaries Reimbursement 

Findings

Whenever a non-case-funded individual travels in direct support of a FMS case, the salaries accrued while on travel status, referred to as Temporary Duty (TDY), should be reimbursed by FMS case funds.  For example, when an individual who is normally funded by administrative funds travels to support a specific FMS case, the salary accumulated during that travel period should be charged to that specific case.  

The interview sessions revealed that organizations use similar processes to reimburse case-travel salaries (Figure 16); however, the application of the processes varies from organization to organization.  According to the workshop participants, organizations implement the process in all instances, selectively, or not at all.  One organization stated that the time invested in completing the reimbursement in many cases outweighs the benefit of completing the process.  Although this position may be a sound one, research could not identify that a cost-benefit analysis had been conducted.   

Figure 16
“As Is” Case Travel Salaries Reimbursement Process
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Additional research included reviewing applicable regulations (e.g., DoD Regulation 5105.38-M (SAMM), Air Force Manual 16-101, DoD FMR 7000.14-R, Volume 15, etc.) and contacting SAF/IAX to determine if any policy exists concerning selective application of the case travel salary reimbursement process.  Research identified no regulatory guidance for deviation from the application of the process.  Therefore, the DoD and the Air Force require organizations to reimburse all salaries of non-case funded personnel traveling in direct support of a FMS case.

Recommendation

Recommendations concerning the FMS case-travel salary reimbursement process are two-fold.  First, ensure that all organizations are processing reimbursements in accordance with DoD 7000.14, Volume 15, Appendix E, Section 020405.  Second, conduct a cost-benefit analysis to determine when to use the case-travel salary process.  

A cost-benefit analysis is a procedure for identifying the point at which the benefits start covering the associated costs.  In this instance, the Air Force should determine at what point the amount of funds reimbursed outweighs the investment of processing the reimbursement.  

After conducting the analysis, the Air Force should make a recommendation to the DoD requesting a waiver from the current policy.

Implementation

An analysis of the FMS Case Travel Salaries Reimbursement Process identified several advantages and one challenge in implementing this recommendation.  First, implementing this recommendation will standardize the application of the case travel salary reimbursement process.  Second, the cost-benefit analysis will provide the Air Force with information concerning how to use resources appropriately.  Lastly, the Air Force will ensure that salaries are reimbursed, as appropriate.  The one identified challenge with executing this recommendation is the commitment of resources to conduct the cost-benefit analysis.  Fortunately, the scope of the analysis is rather narrow, minimizing resource requirements.

The actions associated with this recommendation can be accomplished in the short-term.  First, the total cost associated with the processing of case travel salary reimbursements must be analyzed and assessed.  Second, the amount of reimbursement necessary to offset the total costs must be determined.  Last, policy must be developed and issued based on the results of the cost benefit analysis.

3.9    Consolidated FMS Financial Management Resources

Findings

Currently Foreign Military Sales (FMS) functions are spread across many organizations. Some OPLOCS and Air Force organizations perform the logistical delivery reporting and Supply Discrepancy Reporting (SDR) processes, and all to some extent are involved in the case/line reconciliation process.  Obligation Authority (OA) is pulled and committed by the Air Force Financial Services Office (FSO), yet funds are obligated and disbursed by the Defense Finance and Accounting Service (DFAS). Due to the nonexistence of clear task separation between the Air Force and DFAS in the areas of logistical delivery reporting, reconciliation, and SDR, duplication of work effort or the completion of non-value added tasks often results.

The only clear task separation that exists is the disbursement of funds between the Air Force and DFAS. Many DFAS organizations share this responsibility.  DFAS-Columbus (DFAS-CO) is primarily responsible for disbursements for major weapon system acquisitions. The DFAS uses several operating locations (OPLOCs) to disburse funds related to sustainment activities. According to DFAS-DE/IP, DFAS Dayton (DFAS-DY) processed 46% of FMS disbursement transactions (FY 98 – 1st Qtr 99). 

According to the 1998 DFAS Security Assistance Business Area Review Summary Paper there were 37 equivalent man-years utilized for FMS support at DFAS-DY and a total of 45 equivalent man-years utilized across the Limestone, San Antonio, Omaha, and San Bernardino OPLOCs. Equivalent man-years represent workload and not the number of individual positions.  For example, a workload requiring 7 permanent positions may be spread among 30 part-time positions.  Due to a non-exclusive workforce, it is difficult to track FMS requirements and difficult to control FMS priorities.  Further, it is difficult to determine whether US Government financial requirements receive priority over FMS due to origin rather than true priority. 

In addition, the Security Assistance Business Area Review Summary Paper identified DFAS mission weaknesses and DFAS-OPLOC identified issues as follows: 

· Excessive Unliquidated Obligations (ULOs)

· Lack of adequate infrastructure for training on systems and processes

· Lack of adequate desktop instructions

· Frequent edit errors on the monthly cash report

· Reconciliation backlog for case closure

· Non-receipt of contract modifications and travel requests

· Inadequate backup documentation for transportation payments

Lack of an exclusive FMS financial management workforce often leads to financial errors.  Examples include: integrating FMS funds with normal (DoD) transactions; creation of new ACRNs, resulting in numerous errors; paying contracts against incorrect ACRN; Negative Unliquidated Obligations (NULOs) and Unliquidated Obligations (ULOs).  All disbursement errors must be corrected during the reconciliation process, normally in the case closure phase.  Many are not detected until several years have passed, and contracts have been retired and placed in storage. 

Additional DFAS problems were identified during interviews with the Air Force and DFAS personnel.  The majority stated that employees often lacked the necessary experience to efficiently perform financial management tasks.  Some organizations also found it was difficult to hire qualified individuals.  During interviews, AFSAC personnel identified problems related to processing by external organizations as follows:

· Lost financial documentation

· Invoices not paid in a timely manner

· Pseudo numbers assigned when document numbers are not identified

· Delayed identification of reconciliation errors 

· Delivery reporting into SAMIS backlogged by approximately six months 

· Financial resolution is extremely difficult and very time consuming

Research identified that the location of the Financial Service Office (FSO) created additional steps in the financial management processes.  In 1998, there were approximately 2,150 AFSAC financial documents processed (i.e., invoices, MORDs, Project Orders, AF 616s, Purchase Requests, and MIPRs). AFSAC hand-carries financial documents to the FSO, located in another facility, for fund certification and loading financial data into the Base Level Accounting System.  Depending on the type of document, the FSO process time varies.  For example, an invoice is processed in one day; whereas, an AF 616 takes an average of 4.3 days to be processed. AFSAC picks up completed documents for distribution to the appropriate individual in AFSAC or the contracting office (PK).  Document control tracking numbers are maintained at AFSAC and provided to responsible individual(s) at the FSO. Currently, AFSAC interfaces with three to four FSO personnel to acquire fund certification. At AFSAT, the co-location of the FSO facilitates an expeditious funds certification process.  Corrections or clarification are made on the spot and a copy of the certified document is sent to DFAS. SAF/IA hand-carries their documents to the FSO and it normally takes approximately one hour to complete the process. 

Due to the wide disbursement of FMS personnel, training and system support must be delivered to multiple geographic locations. This places additional strain on downsizing FMS resources. The FMS financial community needs to have a working knowledge of multiple logistics, financial and procurement processes and systems such as:

· Central Procurement Accounting System (CPAS)

· General Accounting and Finance System (GAFS)

· Security Assistance Management Information System (SAMIS)

· Defense Civilian Payroll System (DCPS)

· Mechanization of Contract Administrative Services (MOCAS)

· Defense Integrated Financial System (DIFS)

· Financial Inventory and Billing System (FIABS (D035J))

· Stock Control and Distribution Systems (SC&D) (i.e., D035A)

· Military Standard Billing System (MILSBILLS)

· Military Standard Requisitioning & Issue Procedures (MILSTRIP)

· Military Standard Contract Administration Procedures (MILSCAP) (i.e., J041)

· Case Management Control System (CMCS)

· Integrated Accounts Payable System (IAPS)

· Integrated Automated Travel System (IATS)

· Integrated Paying and Collecting (IPC) System

· Merged Accountability and Fund Reporting (MAFR) System

· Non Air Force Interface Systems (i.e., Army, Navy, DLA, GSA)

· Special Support IM/SM Stock Control & Distribution System (D034A)

· Transportation Routing & Distribution System (D035R)

· Wholesale & Retail Receiving System (D035K)

In summary, the nonexistence of clear task separation, a non-dedicated FMS workforce, non-prioritized FMS requirements and widespread geographic distribution of FMS organizations results in inefficiencies, errors and duplication of effort.

Recommendation

Consolidate FMS financial management resources.

An experienced core of personnel is currently in place at AFSAC, DFAS-DY, ASC and other organizations throughout the Wright-Patterson AFB area. Therefore, locating the offices in this area would minimize disruption to current operations and the relocation of current FMS financial management personnel.

The offices would be composed of a workforce dedicated to the FMS financial management process.  The Security Assistance workforce would perform all financial functions including, but not limited to:

· Obligation Authority (OA)  (Air Force)

· Fund Certification  (Air Force)

· Logistics Delivery Reporting  (Air Force)

· Disbursement of Funds  (DFAS)

· Expenditure Authority (EA)  (DFAS)

· Financial Delivery (Performance) Reporting  (DFAS)

· Case Reconciliation  (Air Force/DFAS Team)

· Case Closure  (Air Force/DFAS Team)

Addressing top concerns voiced by FMS customers, centralized organizations would enhance visibility into case financial status and accountability of customer accounts.  Decreased turnaround time on country inquiries relative to Price and Availability and Letters of Offer and Acceptance would result. Centralized offices would provide a single point of contact for FMS customers and enhance communications with customers and the FMS workforce. 

Implementation of this recommendation would facilitate training of Air Force and DFAS personnel.  It would also provide a unique career path for the workforce, resulting in personal growth and retention. Centralized organizations would enable communications and standardized processes, reducing overhead and improving overall efficiencies.   These efficiencies would eliminate duplication of effort and the commingling of FMS and DoD funds.  In addition, there would be a reduction in lost documents and processing errors, possibly reducing Unliquidated Obligations (ULOs) and Negative Unliquidated Obligations (NULOs).  Incorporation of this recommendation, coupled with training and the financial management tool kit, will provide management visibility and the checks and balances required to assure internal management controls to continually improve performance. Bottom line, these enhancements and increased efficiencies would reduce customer concerns and enhance the Air Force and DFAS images with them.

Challenges regarding creation of centralized offices would include the relocation of some personnel and obtaining approval to matrix personnel to the new offices. Functional roles would not change.  The Air Force would still certify fund availability and DFAS would disburse funds. Cross training should be accomplished, where possible, to facilitate employees working more than one functional area. 

Primary policies such as DoD 5105.38-M, DoD 7000.14-R and AFM 16-101 would not be impacted by this recommendation. Local policies/implementing instructions will be required to reflect the new organization.
Implementation

The Implementation of this recommendation can be accomplished in three phases.

In phase one, an immediate process enhancement would be to co-locate a FSO at AFSAC to reduce the time required to process travel and procurement documents.  Current plans are underway to co-locate the contracting (PK) organization at AFSAC. By co-locating  a FSO at AFSAC, contracting personnel would be in the same building, promoting business efficiencies.  This operation would serve as the pilot program; therefore, error reduction, processing time and overall labor expenditure data should be collected and evaluated.

In phase two, centralization efforts should begin with the Air Force organizations located at Wright-Patterson AFB.  The information collected in phase one should continue to be collected and evaluated. This baseline information should be assessed prior to continuing centralization efforts.

In addition, planning for individual matrixing and the local centralization of Air Force resources should be accomplished. An experienced, multi-functional team composed of Air Force personnel to plan, organize and prepare an implementation strategy should be established. A DFAS representative(s) should be included in this team to facilitate transition to the long-term centralization goal. The team should utilize data gained through the implementation of phase one and the initial portion of this phase. The team should also review and revise desktop instructions to support operating procedures. 

Additionally DFAS should study the benefits of locating a workforce dedicated to FMS at or near the DFAS-DY location.

In phase three, the Air Force and DFAS should develop a multi-functional team to transition to exclusive workforces at centrally located FMS offices at, or near, the Air Force Security Assistance Center, Wright Patterson Air Force Base, Ohio, and DFAS-DY.  This workforce would be totally responsible for all Security Assistance Financial Management functions.

3.10  Redefine the Reimbursable Process for FMS (Fund Code 4E)
Findings

Current Department of Defense processes and accounting policies allow for the use of reimbursable procedures to fund articles or services rendered to Foreign Military Sales (FMS) customers.  Within the Air Force, reimbursable procedures are used when the customer’s program is initially funded by Air Force appropriations that are reimbursed later from the FMS trust fund.  Reimbursable FMS transactions are identified with the use of Fund Code 4E.  Fund Code 4E authority is issued from the FMS trust fund to the Air Force with the eventual reimbursement to appropriations (e.g., 3400, 3500, 3600, 3010, 3080, etc.).  

The use of Fund Code 4E was originally established in the early 1980’s to account for FMS reimbursements to Air Force appropriations only.  The practice has been expanded over the years and is now being used to accommodate reimbursements by other military services.

The accounting effort to accommodate the tracking of reimbursable budget authority, obligations, expenditures, reimbursements, and the reconciliation of reimbursements for FMS is complicated to follow, labor intensive for the accounting technicians to administer, and applies an unnecessary burden to the appropriation originally incurring the expense.  The efforts required by the accounting technicians alone involve manually creating SF 1080’s, inputting reimbursable transactions to applicable financial, requisition, and accounting systems, reconciling reimbursements, etc.

Recommendation

Redefine the use of the reimbursable processes for FMS (Fund Code 4E). 

Restrict the use of reimbursements to salaries only.  FMS reimbursements would only be permitted to credit the Air Force Operations & Maintenance appropriation, which originally absorbed the cost of the salary. All other funding for services or articles supplied by the Air Force to Foreign Military Sales customers should be made through directly citing Fund Code 4F.  The adoption of directly citing Fund Code 4F will eliminate the workload associated with tracking and reconciling Fund Code 4E transactions.

DFAS-DE/I, SAF/IA and SAF/FM should initiate action to redefine the use of Fund Code 4E by implementing new guidelines and policy to reflect this change from the current business process.  Research should be conducted to determine the effects of this change in business process to systems edits or program logic in the Depot Maintenance Activity Group accounting systems, General Accounting and Finance System, and the Requisition systems (e.g., D035).  Military Standard Billing System (MILSBILLS) policy changes may also be necessary.  

Before implementing the redefined use of Fund Code 4E, consideration must be given to the acquisition pipeline for repair parts and services.  The discontinued use of FMS reimbursements for organic repair work or requisitioned working capital funded repair items from stock can be accomplished within one year.  For repair items placed on contract that cite Fund Code 4E on a contract line item, the contract should be allowed to be delivery reported and closed out.  The close out period for these items may take from one to two years.  A date should be determined where from that point forward no new contracts or requisitions for repair items or services should be awarded or issued using Fund Code 4E.  For example: if the new policy is to be implemented at the beginning of FY00, the guidelines to administer discontinuing the use of Fund Code 4E would indicate that by the end of FY01 all Fund Code 4E reimbursement accounting records or unliquidated accounting positions would be reconciled and closed out for FY00 and prior.

Implementation

Recommend that the following phased approach be used to develop and implement the change to the current business process (Figure 17).

Figure 17
Fund Code 4E Implementation Timeline

TASK
START DATE

1. DFAS-DE/I and SAF/FM concur with the recommendation to redefine the use of Fund Code 4E.
Day of Decision (DOD)

2. Establish an office of primary responsibility to research all systems changes required to carry out the change in the business process.  Review all applicable regulations and ensure that the new policy addresses each.
DOD plus 40 days

3. Prepare the new guidelines and policy.
DOD plus 70 days

4. Prepare necessary System Change Requests and then track the applicable Central Design Activity efforts to implement such software changes.
DOD plus 100 days

5. Determine training requirements necessary to implement the discontinued use of Fund Code 4E.
DOD plus 100 days

6. Obtain all necessary coordination and approvals to change the current business process.
DOD plus 100 days

7. Implement the new guidelines and policy. 
DOD plus 120 days

8. Oversee activities to ensure the discontinued use of Fund Code 4E and that the reimbursement accounting records or unliquidated positions would be reconciled and closed out for FY00 and prior by the end of FY01
DOD plus 120 days

The following policy references would be impacted by the refined use of Fund Code 4E:

· DoD 7000.14-R, Financial Management Regulation, Volume 15, 1993

· Chapter 1, 010402, Reimbursable Financing

· Chapter 2, 020105, Recognition of FMS Reimbursable Budget Authority in DoD Appropriation/Fund Accounts

· Chapter 3, 030301, Reimbursable Orders

· Table 303-3, Replacement Transactions

· Table 303-4, New Procurement Transactions

· AFR 170-3, Financial Management and Accounting for Security Assistance and International Programs, Chapter 3, 1991

· 3-2, Funding FMS Programs

· DoD 7000.14-R, Financial Management Regulation, Appendix E, 1996

· 020201, Funding FMS Programs, Paragraph B, Reimbursable

· 030103, Accounting Documentation, Paragraph D, FMS Orders for Articles and Services

· 030202, Financing Techniques, Paragraph A, Reimbursements

· 081012, Reconciliation of Reimbursable Case Funds

· Table E-303-2, Accounting Entries for Reimbursable Case Funds

3.11  SAMIS Problem Resolution

Findings 

The Security Assistance Management Information System (SAMIS) is an Air Force legacy system.  It was developed and implemented in 1984 to replace an aging FMS logistics system (H051).  Several years later, the FMS Delivery Reporting/Generation system (H075) and the Air Force Interfund (MILSBILLS) process was made an integral part of SAMIS.  SAMIS processes approximately 36-40,000 AF and Interfund deliveries (billings) every month.  In addition, SAMIS maintains a complete financial history of all FMS delivery transactions and other case financial information.  SAMIS is currently scheduled to be replaced by a new system called the Defense Security Assistance Management System (DSAMS). At the workshop, Air force and DFAS employees reported that due to the downsizing of the Air Force Security Assistance Center (AFSAC) and the requirement to support the development of DSAMS, they are getting less SAMIS user support in the financial/delivery reporting areas.  The resolution of problems in the areas of manual delivery reporting and mechanical delivery generations is not being adequately addressed. Only one part-time resource is dedicated to provide SAMIS technical support.

The DSAMS financial application is projected to be on line in the year 2004. Until then, there is a need to support the SAMIS users in the financial community with SAMIS analyst and program support expertise to aid in system maintenance and problem resolutions. AFSAC is required to reconcile and close the majority of Air Force FMS cases.  The case closure and reconciliation process is difficult to accomplish without adequate system resources. A review of the SAMIS Problem Reporting System (PRS) disclosed that there are numerous unresolved problem reports in the delivery reporting/financial areas that are up to one year old.  Due to the delayed implementation of DSAMS these problems will be further exacerbated. 

Recommendation

Provide adequate resources to support SAMIS financial/delivery reporting activities until it is replaced by DSAMS. 

The benefits resulting from increased SAMIS support would result in the resolution of backlogged system discrepancy reports.  This would result in the resolution of problems identified by users in the PRS and aid in the reconciliation and Case Closure processes. In addition, resolution of these problems in a timely manner will facilitate a much smoother data conversion to DSAMS. This support should remain until DSAMS is on line and operational. 

Note: Although not specifically identified, other FMS legacy systems such as CMCS and TRACS may be encountering similar problems.

Implementation
It is critical that Air Force management provide the resources to support SAMIS in the resolution of system problems. Long-term resolution will be accomplished through the implementation of DSAMS or other system modernization programs.

3.12  Decision Support System

Findings

Reliance upon timely and accurate data processing by a multitude of systems is commonplace throughout the FMS financial management process including case development, implementation, execution and closure. A high-level analysis of the more common systems used to support the FMS Financial Management Process was conducted to identify opportunities for process improvement.  The specific systems examined included the following:

· Acquisition and Due-in System (J041)

· Case Management Control System (CMCS)

· Central Procurement and Accounting System (CPAS)

· Defense Civilian Personnel System (DCPS)

· Defense Information Financial System (DIFS)

· Financial Inventory Accounting and Billing System (D035J)

· General Accounting Finance System/Budget Query (GAFS/BQ) System

· IM/SM Stock Control & Distribution System Requisition Control System (D035A)

· Integrated Accounts Payable System (IAPS)

· Integrated Automated Travel System (IATS)

· Integrated Paying and Collecting (IPC) System

· Mechanization Of Contract Administration Services (MOCAS) System

· Merged Accountability and Fund Reporting (MAFR) System

· Non Air Force Interface Systems (i.e., Army, Navy, DLA, GSA)

· Security Assistance Management Information System (SAMIS)

· Special Support IM/SM Stock Control & Distribution System (D034A)

· Training Control System/Financial System (TRACS/TFS)

· Transportation Routing & Distribution System (D035R)

· Wholesale & Retail Receiving System (D035K)

Figure 18
FMS System Architecture
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As depicted in Figure 18, there is no integration of data or focal point from which to retrieve data. There is no clear system of record or standard for reporting due to multiple database structures and data formats used for input of data. A diagram depicting the actual systems’ flow of data inputs and outputs is shown at the end of this section (see page 69).   

Research identified the current legacy systems impact on decision making, advances in technology and process failures as adversely affecting the FMS financial management process.

System Impact on Decision-Making

As a whole, all systems, either directly or indirectly, provide data that is used to make critical business decisions in case development, implementation, execution and closure.  Business and financial analysis is very cumbersome and can be very complicated due to the number of systems outputs necessary to formulate conclusions.  Depending on an organization’s technical support structure (e.g., system access to logistical systems, business applications used, etc.), the specific reports or products used to facilitate decision-making vary in format, level of detail, metrics, etc.  For example, varied applications (i.e., Excel and Access) tools are used among acquisition and logistics centers to record and report salaries.  In addition, some organizations apply salary acceleration factors to develop cost estimates whereas others use actual costs. 

Based on output products, evidence shows that financial discrepancies are routine among systems which further complicates the decision-making process.  Numerous interview participants stated that financial imbalances among management information and accounting systems (i.e., SAMIS, CMCS, DIFS, CPAS, GAFS, and MOCAS) is commonplace and becomes highly visible during the reconciliation process.

System Impact on Advances in Technology

Most of the systems are legacy systems that do not support newer more capable software applications necessary for enhanced business and financial analysis.  Currently, a query capability that allows the functional user to extract data from multiple systems, apply metrics and customize report format does not exist.  In addition, the capability to consolidate data from multiple systems and export the data into common business applications (e.g., EXCEL and PowerPoint) used in forecasting or briefings does not exist. 

Although the current Air Force architecture does provide limited use of newer technologies, other readily available, viable, technologies are only minimally utilized such as electronic imaging.  For example, use of electronic signatures on funding documents to develop salaries and management support costs within the LOR/LOA process is not being utilized by the Air Force, however, it has been successfully implemented by the Navy. 

Due to legacy system architectures becoming obsolete in today’s marketplace combined with retirement of most of the legacy system developers and technicians, technical expertise is not readily available.  Based on interviews with FMS functionals, the ALCs are concerned with the level of SAMIS technical support.  Resolution of system errors is often not timely due to limited systems technical support.

System Impact on Process Failures

Based on output products that identify system discrepancies, errors and variances, it is evident that system process failures are common.  Process failures identified by SAMIS products include controlled exceptions, shipped-not-billed errors, delivery variances, and suspended deliveries/shipments.  Although these system errors are more obvious, other process failures are not as easily detected.  For example, financial imbalances among management and accounting systems (i.e., SAMIS, CMCS, DIFS, CPAS, GAFS, and MOCAS) often lack tracking mechanisms to determine the origin of error.  

System process failures are caused either by technical or human inefficiencies. Technical issues involve: inconsistencies among database structures, inconsistencies among system input requirements, frequency and timing of interface updates, and tracking mechanisms used to detect errors.  The following listing, although not all-inclusive, illustrates such examples:

· Financial imbalances may occur if a negative disbursement is made in MOCAS and the Contract Payment Notice (CPN) is processed in CPAS. CPAS will process a negative disbursement whether or not an obligation exists. 

· A duplicate shipment may occur as a result of multiple feeds from D035 to SAMIS within a single cycle.  If errors are discovered after an initial run cycle of D035, the system may be run again and not cancel the original AS sent to SAMIS. 

· A duplicate shipment may occur when a D7 transaction is not received within a timely period after an AS transaction is sent to SAMIS.  If this is the case, a follow up request is sent to the source of supply.  In turn, the source of supply sends a new AS, which may not cancel the original AS.

· Financial data may be inconsistent among base level accounting systems. 

· CPAS only supports direct cite (Fund Code 4F) transactions; whereas, GAFS supports reimbursable (Fund Code 4E) transactions.

· CPAS maintains the original dollar for each stage of accounting (gross dollar values) whereas GAFS adjusts the dollar value depending upon the stage of accounting (net dollar values).

· CPAS  retains transactions for life of the contract, whereas, GAFS only retains transactions for two years.

· Contract detail may be inconsistently maintained among financial and contracts systems.  For example, CPAS supports financial detail at the Accounting Classification Record Numbers (ACRNs) level, whereas, J041 supports contracting data at the Contract Line Item Number (CLIN) level.

Inattentiveness, or lack of accurate source documentation, resulted in erroneous system inputs.  The following listing, although not all inclusive, illustrates such examples:

· A duplicate shipment may occur when the initial requisition is entered into SAMIS at a quantity below the contractor’s minimum buy requirements and the case manager has not changed the requisition quantity to reflect the accurate quantity.

· A duplicate shipment may occur when an item manager initiates a purchase order twice or when an item manager fails to initiate Amended Shipping Instructions (ASI) on large mixed orders causing the entire shipment to go to customer rather than stock.

· A financial imbalance may occur when an internal adjustment is made in MOCAS but not passed to the accounting system. 

· A financial imbalance may occur when a manual payment is processed by an OPLOC in an accounting system and it is not recorded in MOCAS.

Recommendations
Develop a Decision Support System (DSS) capability that measures business performance within DSAMS.  

Although DSAMS is intended to provide decision support as it relates to enhancing current processes and facilitating current tasks, a decision support tool is needed that allows analysis of the entire FMS Financial Management Process from a risk management perspective.  Specifically, this decision support would include future process standardization and business measures not currently in place.  Based on agreed upon performance indicators and organizational needs, business and financial analysts would extract relevant data elements and apply selected metrics (stored in a DSAMS relational database) to determine business performance.  Moreover, business and financial analysis would be performed much more efficiently by the consolidation of data from numerous systems onto a single database to provide consistent, clear data back to the user.  The DSS capability within DSAMS would facilitate FMS decision-makers in determining performance in the areas of case management, supply/logistics management and financial management.

The DSS application would provide on-line query capability to extract data at various organizational levels.  Access to all systems would be available from a single location.  Users would be able to customize report format, elements, and metrics. 

Canned reports and ad hoc reporting capability would be available to measure performance according to meet organizational requirements. 

A DSS would improve forecasting by providing visibility of performance in case, financial and supply/logistics management areas.  This technology would also provide an innovative tool to simplify and enhance business and financial analysis and standardize reporting.  Access to data would not be limited by region or functional area, thereby empowering the functional user.  This support system would host a suite of best products selected by organizations. System developers and technicians would not have to be relied on for report generation and system maintenance. 

The costs associated with the development of a DSS will be highly correlated to commonality among current DSAMS architecture, hardware and software requirements and the DSS requirements.  The reliability of report data will be highly dependent upon source system data integrity.  The period of data transformation will be greatly impacted by the quality of files received from source systems. 

A DSS module would impact all FMS Air Force and DFAS personnel who perform functional roles in the areas of case management, supply/logistics management, and financial analysis.  In addition, functional roles involved in DSAMS planning, developing, testing and implementing would also be impacted.
A DSS module would be developed in accordance with the DoD system policy, which would be ensured by incorporation of the DSS module into the Test and Evaluation Master Plan (TEMP) for the Defense Security Assistance Management System (DSAMS), Draft, September 1998.  Other policies potentially impacted include:

· DoD-STD-2167A, Defense System Software Development, February 29, 1988

· DoD 7920.2-M, Automated Information System Life-Cycle Management Manual, March, 1990

· DoD Directive 8120.1, Life-Cycle Management (LCM) of Automated Information Systems   (AIS), January 14, 1993

· MIL-STD-498, Software Development and Documentation, December 5, 1994

Implementation

The five-phase approach depicted below (Figure 19) would be used to develop a DSS module within DSAMS:

Figure 19
Decision Support System (DSS) Development Approach
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The period of time required to complete the FMS DSS module is highly dependent upon the current architecture of DSAMS, source systems’ data integrity and technical support, level of standardization across organizations, and support of subject-matter experts within FMS functional disciplines including case management, financial management, and supply/logistics management. Specific tasks may have been accounted for within past or future DSAMS efforts. If this is the case, DSS development could either benefit from requirements information previously collected or from aligning DSS module development into on going DSAMS development. 

Following are the graphic depictions and word descriptions for the tasks associated with the five phases of implementation.

Figure 20
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Phase I:  Initial Requirements Analysis

1.1 Involves developing the approach for how the DSS module will be developed.

1.2 Involves defining the types of information that the FMS community relies upon for business and financial analysis.

1.3 Involves analyzing and categorizing the information by functional discipline and organization.

1.4 Involves evaluating the current DSAMS architectural design on ability to support the extraction and transformation of legacy data into a common, consistent format.

1.5 Involves recommending the decision support solution.

1.6 Involves gaining support from all “owners” of data source systems.

Figure 21
Phase II:  Recommend and Procure Infrastructure Components
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2.1 Involves analyzing current DSAMS technological requirements.

2.2 Involves identifying any unmet DSS technological requirements and selecting alternatives.

2.3 Involves comparing technological alternatives.

2.4 Involves selecting the optimum DSS product based on the comparison.

2.5 Involves procuring any additional hardware and software.

Figure 22
Phase III:  Subject Area Planning
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3.1 Involves conducting a Joint Activity Discussion (JAD) session to identify organizational information requirements.

3.2 Involves developing a project plan to design, develop, and integrate the DSS module based on the JAD findings.
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Figure 23
Phase IV:  Detailed Design

4.1 Involves designing a database that allows the comparison and analysis of data consisting of diverse formats.

4.2 Involves designing software capable of transforming the data into a common, consistent format.

4.3 Involves designing the module interface to provide users intuitive access to legacy data.

4.4 Involves developing the test plan to ensure business requirements are satisfied.
Figure 24
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Phase V:  Develop and Deploy

5.1 Involves developing the database design.

5.2 Involves developing the staging software design.

5.3 Involves developing the interface design.

5.4 Involves developing all design documents, which detail system requirements and functionality, and training materials. 

5.5 Involves establishing a test environment with sufficient data to validate system requirements.

5.6 Involves conducting of the system test.

5.7 Involves fixing of any bugs if necessary.

5.8 Involves conducting a retest to revalidate system requirements if necessary.

Figure 25
Phase V:  Develop and Deploy (continued)
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5.9     Involve preparing a production environment to ensure site readiness.

5.10   Involves conducting user acceptance testing by the FMS functional users.

5.11   Involves deploying the DSS module. 

5.12   Involves conducting training for authorized users within the FMS community.

5.13   Involves sustaining the DSS both functionally and technically.

3.13  Development of Business Process Mapping Activities

Findings   

A major portion of the effort on this task involves the development and analysis of the current FMS financial management business processes to determine if there are improvements that can be made to these processes.  This represents only a portion of the processes involved in the conduct of FMS business.   During the workshop interviews, participants endorsed the value of the process mapping exercises. All agencies involved in the FMS environment need to initiate or continue any existing process mapping activities for all functional areas. 

One example of current process mapping is being performed by AFSAC.  AFSAC has instituted a Business Process Reengineering activity to define all of its business processes and to review those currently in existence. A total of 48 process areas have been defined and have been in work over the past three years.  Each process area includes four products: (1) a service level agreement, to define roles and responsibilities, (2) a process narrative, describing the results of the reengineering activity, (3) a charted process flow, and (4) a process flow narrative.  Of those 48 process areas, nine have been completed (all four products developed and available on the AFSAC Home Page), one has only a service level agreement, seven have a service level agreement and a process flow and/or a narrative, 23 have a process flow and/or a narrative, and eight areas have no products completed.  This is an important activity that needs to be completed. 

Recommendation

Complete FMS Business Process mapping activities for all FMS process areas.  

This recommendation should be passed to other Process Action Teams (PATs) such as the case management or organizational roles and responsibilities PATs for action. These PATs should set project milestones and completion dates to develop, refine, and standardize all of their processes.

Development and review of business processes will promote standardization and improve the efficiency and cost effectiveness of FMS case management activities. Completion of this activity will provide documented guidance for all personnel to use, delineate clear lines of responsibility, and be an effective on-the-job-training tool for those new to the FMS business area. This is especially important in an environment of personnel downsizing where there may be fewer people, with little, if any, FMS experience, to accomplish the case management workload functions. 

The time invested in mapping activities will impact normal duties being performed; however, this will result in overall improved efficiencies and reduced manpower requirements.
Implementation

In the short-term, teams need to be established to define and review processes within their functional areas. A schedule for these efforts must be established, based on realistic and achievable goals.  

In the long-term, emphasis at the senior management level must be established, maintained and demonstrated through regular progress reviews.  Management review of progress at established intervals would enhance implementation and assure that the necessary priority and emphasis is maintained to see this important activity to completion. 

4.0  Conclusion

Based on this analysis of current Air Force FMS Financial Management processes, opportunities for enhancements involve standardization, streamlining, task re-allocation and workload re-balancing.  On the next page, Figure 26 identifies the thirteen recommendations and categorizes implementation as either short- or long-term. For planning purposes, short-term recommendations can be accomplished within one year.  Long term recommendations require a greater time investment. Although solutions may be realized in the short-term, on-going resources or efforts may be needed to maintain efficiencies (i.e., resources for system problem resolution and training on the use of processes and systems).  Even though long-term recommendations may not be fully implemented, some milestones may be accomplished in the near-term. For example, the recommendation to consolidate FMS financial management resources is listed as a long-term solution; however, matrixing of a FSO would provide near-term benefits. 

Figure 26
Short and Long Term Recommendations


RECOMMENDATION
*IMPROVEMENT TYPES



ST
SL
WR
TR

SHORT TERM
Standardize the pricing data collection process to ensure accurate development of pricing information.  This includes the implementation of the DSAMS and the development of performance measurements.
· 
· 




Automate the generation of the Standard Form 1080, reducing the workload associated with manual generation.

· 
· 



Redefine the use of the reimbursable process for Foreign Military Sales (Fund Code 4E).

· 
· 



Improve reconciliation procedures by standardizing products used and developing measurements to ensure timeliness.  Re-align case reconciliation resources, making the Air Force primarily responsible for reconciliation of local records.
· 
· 
· 
· 


Increase scope of financial processing mapping efforts to include all functional aspects of FMS.
· 
· 




Standardize the use of the non-case funded travel salary reimbursement process, conduct a cost-benefit analysis and make DoD policy recommendation.
· 





Ensure resources are assigned to address SAMIS system problem resolution.


· 
· 



LONG TERM
Standardize and streamline the salary reimbursement process, moving from seven distinct processes to one automated Air Force process
· 
· 




Delineate, clarify and direct financial and logistical responsibilities associated with delivery reporting.  In addition, streamline existing processes and standardize system data input and output requirements.
· 
· 
· 
· 


Consolidate FMS financial management resources.
· 
· 
· 



Develop a financial management toolkit consisting of reference material, training and decision making tools.
· 
· 




Develop a competency-based FMS financial management curriculum.
· 
· 
· 
· 


Develop a Decision Support System (DSS) capability that measures business performance within DSAMS.
· 
· 
· 
· 


* ST – Standardization; SL – Streamlining; TR – Task Re-Allocation; WR – Workload Re-balancing

In conjunction with developing these short- and long-term recommendations, an analysis of Air Force and primary DFAS functions was also performed. Figure 27 shows the results of the analysis of Air Force and DFAS roles and responsibilities. 

Figure 27
Analysis of Primary Air Force/DFAS Roles and Responsibilities

Function
Charter
“As Is”
“To Be”


DFAS
USAF
DFAS
USAF
DFAS
USAF

Perform Security Assistance Trust Fund accounting


SAME
NO CHANGE

Perform Foreign Military Sales Cash Management





Perform customer/country billing





Prepare price estimates for cases





Request/post FMS obligation authorizations





Obtain/disburse FMS obligation authorizations





Prepare financial delivery (performance) reporting 

transactions





Prepare logistical delivery reporting transactions  







Prepare payment schedules


SAME
NO CHANGE

Process financial Supply Discrepancy Reports (SDRs)





Process logistical Supply Discrepancy Reports (SDRs)

· 
· 
· 

· 

Clear FMS Interfund Bills







Reconcile case data for closure – local records





· 

Reconcile case data for closure – accounting records


SAME
NO CHANGE

Certify accounting records for closure


· 
· 

Account for FMS leases


· 
· 

Disburse on FMS commercial accounts





The results show that organizations are deviating from their original charter.  The Air Force and DFAS are currently performing the majority of functions as initially intended with the exception of logistical delivery reporting, logistical supply discrepancy reports processing and reconciliation of local records for closure.  Both the Air Force and DFAS currently perform these functions.  It is recommended that the Air Force be solely responsible for these activities. Additionally, both the Air Force and DFAS participate in resolving FMS interfund billing issues. The Air Force researches and resolves logistical issues. DFAS addresses financial discrepancies. This integrated effort, focused on FMS interfund billing problem, resolution should continue. The remaining recommendations will not impact these primary Air Force and DFAS functions.

Although the process improvement recommendations affect only three of the primary Air Force and DFAS functions, recommendations have been provided that require changes in secondary functions.  Although task responsibility may not change by functional discipline or organization, a task may change according to individual performance.  Specifically, the effectiveness and efficiency of the tasks performed will be improved by successful implementation of the recommendations.  In addition, the use of organic resources to perform system mapping, rectify legacy system problems, develop training or other efforts may result in reallocation of roles and responsibilities.

In summary, business techniques, organizational structure and system capabilities were the primary areas that impacted Air Force FMS Financial Management processes.  Business techniques focused on the idiosyncrasies among FMS organizations.  In general, standardization and streamlining recommendations involve changes to pricing, data collection, reimbursement and delivery reporting processes.  Implementation of these recommendations would result in reduction in resources, decreased percentage of errors and adherence to best practices. 

Analysis of the organizational structure focused on Air Force and DFAS individual performance within FMS financial management processes. Organizational structure process enhancements include consolidation of resources, alignment of delivery reporting responsibilities and resolution of supple discrepancies.  These enhancements would provide a dedicated taskforce equipped with the necessary skills to adapt to a changing FMS environment.  

Research on system capabilities dealt with facilitation of the FMS financial management processes.  System solutions involve support of innovative management tools and resolution of system obstacles, which impede modernization of the Air Force system architecture.  System improvements would increase productivity and enhance financial analysis.

Apart from the current scope of research, several on-going initiatives were found that impacted current FMS financial management processes. These include development of the Automated Business Services System (ABSS) and the On Line Payment and Collection System (OPAC).  Although research of these initiatives was limited, current efforts demonstrate strong promise toward continued process improvements.

The Automated Business Services System (ABSS) is a prototype system that utilizes Electronic Commerce/Electronic Data Interchange (EC/EDI) technology for commitment document processing. The ABSS prototype is currently operational at Eglin, Holloman and Kirtland AFBs and will seek Air Force Wide Deployment upon development completion. The system allows the user to create the following forms: AF Form 9 (Request for Purchase); AFMC Form 36 (Purchase Request); AF Form 185 (Project Order); AF Form 616 (Fund Cite Authorization); DD Form 448 (Military Interdepartmental Purchase Request); AF Form 406 (Miscellaneous Obligation Reimbursable Document); AF 1610 (TDY Order); AFMC 277 (Reimbursable Order); and SSMC 1000 (Desktop IV Surcharge Letter). The system electronically routes the documents to the office that generated the requirements for coordination and approval, to the Budget Office for propriety review and to the Financial Services Office for funds certification and commitment. 

The next prototype versions of ABSS are currently under development to provide interactive interfaces with the standard accounting systems (GAFS and CPAS) and the standard contracting systems (AMIS, BCAS and J041). These prototypes will incorporate additional forms. Future requirements include electronic forms and automated commitments for logistics stock funds, depot level repairs and supply funding documents.

The On Line Payment and Collection (OPAC) System has recently been developed by the Defense Finance and Accounting Service (DFAS) to improve the reimbursable billing process.  This is a standardized interagency billing and collection procedure designed to allow one DFAS-Operating Location (OPLOC) or center to collect and disburse monies from another DFAS-OPLOC or center within a 24-hour period.  A Trading Partnership Agreement between OPLOCs is required to use the OPAC process.  Currently, the use of the OPAC process is on a volunteer basis; however, DFAS intends for all DFAS-OPLOCs to expand participation in the effort and process all reimbursable bills through the OPAC system.

In conclusion, implementation of the thirteen recommendations along with on-going initiatives will greatly enhance the overall FMS financial management process.

Appendix A – Acronyms

A  -  B  -  C  -  D

AAC

Air Armament Center

ABSS

Automated Business Service System

ACAS

Automated Case Approval System

ACC

Air Combat Command

ACO

Administrative Contracting Office

ACRN

Accounting Classification Reference Number

ADSN

Accounting and Disbursing Station Number

AECA

Arms Export Control Act

AEP

Accrued Expenditure Paid

AEU

Accrued Expenditure Unpaid

AFSAC
Air Force Security Assistance Center

AFSAT
Air Force Security Assistance Training

AIS

Automated Information System

ALC

Air Logistics Center

AMC

Air Mobility Command

AMEND
Amendment

ASC

Aeronautical Systems Center

ASI

Amended Shipping Instruction

ATP

Automatic Text Processing

AUTODIN
Automatic Digital Network

BA

Budget Analyst

BGT

Budget

BLAS

Base Level Accounting System

BPAC

Budget Program Activity Code

BPI

Business Performance Improvement

BPMA

Bureau of Political and Military Affairs

CAS

Contract Administrative Surcharge


CCD

Command Case Directive

CCM

Command Country Manager

CEX

Controlled Exception

CLIN

Contract Line Item Number

CMCS

Case Management Control System

CPAS

Central Procurement Accounting System

CPN

Contract Payment Notice

DAAS

Defense Automated Addressing System

DAO

Defense Accounting Office

DCN

Document Control Number

DCPS

Defense Civilian Payroll System

DCS

Direct Commercial Sales

DFAS

Defense Finance and Accounting Service

DIFS

Defense Integrated Financial System

DISAM
Defense Institute for Security Assistance Management

DLA

Defense Logistics Agency

DLMS

Defense Logistic Management System

DMR

Dedicated Manpower Report

DoD

Department of Defense

DOD

Day of Decision

DoS

Department of State

DPS

Document Preparation System

DSAMS
Defense Security Assistance Management System

DSCA

Defense Security Cooperative Agency

DSS

Decision Support System

DSSN

Disbursing Station Symbol Number

E  -  F  -  G  -  H

EA

Expenditure Authority

EACC

Enhanced Accelerated Case Closure

EEIC

Element of Expense Investment Code

EFT

Electronic Funds Transfer

ESC

Electronic Systems Center

ESF

Economic Support Fund

FAST

Finance and Accounting System for Travel

FCOC

Filled Customer Orders Collected

FCOU

Filled Customer Orders Uncollected

FDT

First Destination Transportation

FIA

Financial Inventory Account

FIABS

Financial Inventory and Billing System

FICS

FMS Integrated Control System

FM

Financial Manager

FMCS

Foreign Military Commercial Sales

FMFP

Foreign Military Funding Program

FMS

Foreign Military Sales

FSO

Financial Services Office

GAFS

General Accounting and Finance System

GFE

Government Furnished Equipment

GFM

Government Furnished Material

G/L

General Ledger

GSA

General Services Administration

I  -  J  -  K  -  L

IA

Implementing Agency

IAPS

Integrated Accounts Payable System

IDT

Invalid Delivery Transaction

IM

Item Manager

IMET

International Military Education Program

IMS

International Military Student

IPD

Implementing Program Directive

IPS

Indirect Pricing System

ISD

Instructional Systems Design

ITO

Invitational Travel Order

JAD

Joint Activity Discussion

JSAT

Joint Security Assistance Training

JSFMO
Joint Service FMS Management Office

LCM

Life Cycle Management

LOA

Letter of Offer and Acceptance

LOI

Letter of Intent

LOR

Letter of Request

LSC

Logistics Support Charge

M  -  N  -  O  -  P

MAFR

Merged Accountability and Fund Reporting

MAJCOM
Major Command

MASL

Military Articles and Services List

MDE

Major Defense Equipment

MILDEP
Military Department

MILSBILLS
Military Standard Billing System

MILSTRIP
Military Standard Requisitioning and Issue Procedures

MIPRS
Military Interdepartmental Purchase Requests

MOCAS
Mechanization Of Contract Administration Services

MOD

Modification

MORD
Miscellaneous Obligation/ Reimbursement Document

MPC

Materiel Program Code

MPCN

Manpower Product Control Number

MRO

Materiel Release Order

NAVSEA
Naval Sea Systems Command

NRC

Non-recurring Cost

NSL

Non-stock Listed

NSSC

Notice of Supplies and Services Complete

NULO

Negative Unliquidated Obligation

O&M

Operation and Maintenance

OA

Obligation Authority

OAC

Operating Agency Code

OBL

Operating Budget Ledger

OPAC

On-line Payment and Collection

OPLOC
Operating Location

OPR

Office of Primary Responsibility

OSD

Office of Secretary of Defense

P&A

Price and Availability

PA

Performing Activity

PAR

Performing Appropriate Reimbursement

PCC

Primary Category Codes

PCN

Product Control Number

PE

Program Element

PKO

Peacekeeping Operations

PR

Purchase Request

Q  -  R  -  S  -  T

QAID

Quick Access Identification

RC/CC

Responsible Center/ Cost Center

REC

Reconciliation Support System

ROD

Report of Discrepancy

SAF/IA
Deputy Undersecretary of the Air Force/ International Affairs

SAF/IAX
Deputy Undersecretary of the Air Force/ International Affairs Policy Division

SAMIS
Security Assistance Management Information System

SAMM
Security Assistance Management Manual

SAN

Security Assistance Network

SAO

Security Assistance Office

SAPM

Security Assistance Program Manager

SDR

Supply Discrepancy Reporting

SecDef
 
Secretary of Defense

SF

Standard Form

SMC

Space and Missile Center

SME

Significant Military Equipment

SNB

Shipped Not Billed

SOS

Source of Supply

SPOMIS
System Program Office Management Information System

SRA

Salary Reimbursement Application

TDY

Temporary Duty

TEMP

Test and Evaluation Master Plan

TFO

Transaction For Others

TFR

Total Final Reporting

TFS

TRACS Financial System

TL

Termination Liability

TLA

Temporary Living Allowance

TOI

Training Operations and Instruction

TOS

Travel Order System

TPA

Trading Partnership Agreement



TRACS
Training Control System

U  -  V  -  W  -  X  -  Y  -  Z

UCOM
Unified Command

UFCO

Unfilled Customer Orders

ULO

Unliquidated Obligations

UOO

Undelivered Order Outstanding

USAF

United States Air Force

USG

United States Government
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AEP TOTAL ABOVE, YOU MAY NOT BE ABLE TO VERIFY EXACT TRANSACTIONS THAT HAVE


CAUSED OUT-OF-BALANCES.)
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TOTAL:
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DATE 
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I	–	Initial Requirements Analysis

II	– 	Recommend & Procure Required 			Infrastructure Components

Phase 

II

III	–	Subject Area Planning

IV	–	Detailed Design

V	–	Develop & Deploy



Phase 

I





FMS DSS

MODULE 



Phase 

III

Phase 

IV

Phase 

V

















1.1 - developing the approach for how the decision support system module will be developed

1.2 - defining the types of information that the FMS community relies upon for business and financial analysis

1.3 - analyzing and categorizing the information by  functional discipline and organization.

1.4 -evaluating the current DSAMS architectural design for ability to extract and transform legacy data to provide consistent and clear data back to the user

1.5 -recommending the decision support solution

1.6 -gaining support from all owners of data source systems











Initial Requirements Analysis



1.2

Define FMS Business

Requirements

1.3

Categorize Information

1.4

Determine

Architecture

Requirements

1.5

Recommend Technical Architecture









1.1

Develop Decision Support System Project Plan

1.6

Coordinate with Source System “owners”











Phase 

I









2.1 - analyze current DSAMS technological requirements

2.2 - identify unmet DSS technological requirements & selecting alternatives

2.3 - compare technological alternatives

2.4 - select the optimum decision support product based on the comparison

2.5 - procure any additional hardware/software









Phase 

II

Recommend & Procure

 Infrastructure Components





2.5

Procure Hardware and Software



2.4

Select Best Fit Products



2.3

Perform Component Products Comparison



2.2

Determine Additional Components for DSS



2.1

Determine

DSAMS

Baseline Infra-structure





Phase 

II









3.1 - conducting a Joint Activity Discussion session to identify organizational information requirements

3.2 - develop project plan to design, develop, and integrate the DSS products based on JAD findings









3.1

Conduct JAD Sessions for Detailed Requirements Gathering

3.2

Design 

Subject Area Project Plan

Subject Area Planning



Phase 

III









4.1 -designing a database that allows the comparison and analysis of data consisting of diverse formats

4.2 -designing software capable of transforming data into a common format

4.3 -designing the module interface that provides users intuitive access to legacy data

4.4 -developing the test plan to ensure business requirements are satisfied











4.1

Design Database

4.2

Design Data Staging Software

4.3

Design User Interface

4.4

   Develop Test

          Plan

Detailed Design



Phase 

IV









5.1 - developing previous database design

5.2 - developing previous staging software design

5.3 - developing previous interface design

5.4 - developing all design documents and training materials to detail all system requirements and functionality 

5.5 - establishing a test environment with sufficient data to validate system requirements

5.6 - conducting of the test

5. 7 -fixing of any bugs

5. 8 -conducting a retest to revalidate system requirements











Develop & Deploy



Phase 

 V





5.1

Develop Database

5.2

Develop Data Staging Software

5.3

Develop User Interface

5.4

Develop Documentation

5.6

Conduct

Testing

5.7

Conduct

Rework

5.8

Conduct

Re-Test















5.5

Establish Test Environment









Continued









	



5.9 -  preparing production environment to ensure site readiness

5.10  conducting user acceptance by FMS community from functional perspective

5.11 deploying the DSS module 

5.12  conducting training for authorized users within the FMS community

5.13 sustaining the DSS both functionally and technically













Develop & Deploy (continued)

5.12

Conduct User Training

5.9

Prepare Production Environment

5.10

Conduct User Acceptance Testing

5.11

Perform Deployment

5.13

Support Operations

Continued from 5.8 Conduct Re-Test
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 V









The Strategic Goal is to improve cost estimates and control through comparisons of estimates and actual costs

SMAG – Business Drivers

Improved budgeting and reporting of end products

Access to and skilled use by managers of state-of-the-art  management tools

Visibility into revenue and cost data at all levels

Visibility into revenue and cost data by specific weapon system

Easy and universal access to revenue and cost data

































































































































































































































































































































		Access information via the Internet

		Save customized reports

		Print reports using web interface commands

		Explore data at various levels of indenture

		Easily order and sort data

		Transfer data to Excel

		Generate pre-loaded metrics & reports



The Keystone DSS provides a user-friendly interface, called the DSS Web, for easily accessing, analyzing, reporting and saving business data.  

Keystone DSS Web Features









		Missing cataloging elements

		Reverse post errors

		Discrepancies among Air Force Trial Balance inputs

		Extended costs not equal to component parts

		Transaction prices not matched with catalog prices



The Keystone DSS Data Transformation Process provides validation by identifying...









Keystone DSS Data Security

		Database Security: limits access by database/user account  administrators

		Query Application Security: limits access to qualified users at each location

		Decision Support Security: limits access to authorized and licensed users

		Source System Classification: limits access to users having appropriate clearance for data

		Password Encryption: ensures passwords are not transmitted over LAN or Internet as clear text

		WWW Encryption: ensures reports are not transmitted over LAN or Internet as clear text











		Keystone utilizes state-of-the-art data warehousing technology

		Keystone facilitates business analysis by its architectural design, which consolidates logistics/financial data onto a single server 

		Keystone is based on the business premise of improving cost estimates and control

		Keystone provides an interface accessed via the Internet to generate pre-defined reports, create customized reports and query the database at various levels of indenture

		Keystone provides the user with common consistent data which is extracted from various logistics/financial operational systems 

		Keystone provides evidence of transaction errors through its data transformation process 

		Keystone can limit access by individual user, location, security clearance, software licensing and encryption technology.



Key Points - Concepts:











UNKNOWN-0
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3.1

Conduct JAD Sessions for Detailed Requirements Gathering

3.2

Design 

Subject Area Project Plan

Subject Area Planning



Phase 

III
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Develop & Deploy (continued)

5.12

Conduct User Training

5.9

Prepare Production Environment

5.10

Conduct User Acceptance Testing

5.11

Perform Deployment

5.13

Support Operations

Continued from 5.8 Conduct Re-Test









Phase 

 V
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Note: 1) Process represents reimbursement of non-case funded travel salaries.

          2) AMC omits the MORD process and sends case travel billings to DFAS-OPLOC for SF 1080 preparation.

Budget Analyst (BA)

 determines funding type

(admin, case, 

O&M, other)

1.0

BA calculates paid 

salary days on 

Temporary Duty (TDY) 

for non-case funded 

traveler 

2.0

BA generates

case travel billings

3.0

BA reviews Miscellaneous

 Obligation Reimbursement

Document (MORD)

4.0

BA prepares

 SF 1080 

5.0

BA sends 

billing package 

to DFAS-OPLOC

6.0









BA requests fund cite

 from Performing Activity 

(PA)  for non-case 

funded requests

1.2



BA files case 

funded travel

requests for reference

1.1





As required, Performing

Activity (PA)

 authenticates

TDY information

2.1

BA amends existing 

MORD or creates 

MORD as

necessary

4.1





BA prepares SF 1081,

 Journal Voucher 

for internal funds

5.1
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Develop & Deploy



Phase 

 V





5.1

Develop Database

5.2

Develop Data Staging Software

5.3

Develop User Interface

5.4

Develop Documentation

5.6

Conduct

Testing

5.7

Conduct

Rework

5.8

Conduct

Re-Test















5.5

Establish Test Environment









Continued
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Phase 

II

Recommend & Procure

 Infrastructure Components





2.5

Procure Hardware and Software



2.4

Select Best Fit Products



2.3

Perform Component Products Comparison



2.2

Determine Additional Components for DSS



2.1

Determine

DSAMS

Baseline Infra-structure
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II
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Initial Requirements Analysis



1.2

Define FMS Business

Requirements

1.3

Categorize Information

1.4

Determine

Architecture

Requirements

1.5

Recommend Technical Architecture









1.1

Develop Decision Support System Project Plan

1.6

Coordinate with Source System “owners”
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I
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