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'Preface 


In the early 70's,IocaI governments began to face increasing responsibilities as the federal government 
started to change the way it allocated funds. Revenue sharing and block grants began to replace special 
purpose grants and programs. Although local officials welcomed a broadened role in program planning and 
policy-making, many did not have the management resources for effective program implementation. 

Recognizing this problem, and the need to help local governments develop and strengthen their 
management capabilities, the Department of Housing and Urban Development (HUD) created the 
"Capacity-Building" Demonstration Program. In the spring of 1974, HUD's Office of Policy Development 
and Research announced a nationwide competition for demonstrations of "capacity-building methods for 
local chief executives". Eight projects were selected from a field of 71 proposals submitted by more than 
100 state and local governments. The demonstrations contributed over SI million worth of their own 
resources and HUD contributed 52.2 million to the 18-month program. 

The Capacity-Building Demonstration Program had two objectives: 

to test and evaluate approaches for strengthening the capabilities of local officials to fulfdI their 
overall policy development, resource allocation, and management responsibilities; and 

to make the results and experience of the demonstrations available to other state and local officials. 
The demonstrations tested a variety of approaches to management improvement. The cities of Boston and 
Houston, the Kettering Foundation and the MATCH Instituition concentrated on building municipal 
capacity in policy formulation, resource aUocaton, citizen participation, and operations. The South 
Carolina Office of Community Development and the municipal leagues in California, Tennessee, and Texas 
.,assisted smaD and medium sized cities by using organizational development, training, technical assistance, 
and information dissemination techniques to assess management needs, to establish new procedures, and to 
transfer methods from one city to another. 

The results of the demonstration are now available. Numerous project reports have been publishe'd in 22 
volumes available from the National Technical Information Service. In addition, the Public Affairs 
Counseling division of Real Estate Research Corporation, with guidance from several state and local 
officials, has produced three documents to make the demonstration experience more accessible to state and 
local officials. 

Strategies for Management Change focuses on programs aimed at improving the policy and resource 
management capabilities of elected and appointed officials in Boston, Cincinnati, Dayton, Houston, 
Petersburg, (Va.), and Prichard, (Ala.). It highlights the actions and decisions of the key participants 
and identifies the important influences on what happened. 

Strategies for Providing Assistance discusses the issues of organizing and applying assistance resources 
in California, South Carolina, Tennessee and Texas. It describes new ways of diagnosing management 
problems, implementing solutions, and transferring useful results from one local government to 
another. 
Index to Methods and Documents describes the numerous methods and documents produced by the 
individual projects. It organizes them by subject and by project for ease in locating items of interest. 

These three publications can be ordered from the Government Printing Office or from the National 
Technical Information Service. A complete listing of aU Capacity-Building publications can be found at the 
end of this document. 
The Capacity-Building Demonstration Program is now complete. The new management methods initiated 
during ~;.e demonstration form the basis for a continuing process of management improvement. The 
demonstration experience has contributed to increased knowledge about the problems local governments 
face in m"eting policy and management responsibilities and helped identify a range of potential solutions. 

Andrew J. Boots III, Manager 
Capacity-Building Demonstration Program 
Division ofCommunity Development and Management Research 
Office of Policy Development and Research 
U.S. Department of Housing and Urban Development 
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Pur 	ose and Objectives of FACS 

The purpose of FACS is to provide a responsibility reporting, budgetary 

and accounting control system for designated agencies within the City 

of Boston. As a Financial Accounting and Control System it provides 

a coordinated approach to the problems of controlling revenues and expendi

tures within each agency. There are several major objectives which relate 

to the overall purpose: 

1. 	 To provide an effective method for monitoring an agency·s 

day-to-day financial operations. 

2. 	 To provide historical cost data to compare with a plan to 

assist in identifying problem areas. 

3. 	 To provide uniform reporting among programs and agencies 

while maintaining flexibility for the agencies in meeting 

the; r t'eporLi ng requ; rements. 

4. 	 To eliminate duplication of record keeping effort for 

using ugencies. 

5. 	 10 provide comprehensive rerord keeping and audit trails 

for meet; ng audit requi rements. 

FACS is designed to provide timely financial reporting that will assist 

administrators and operating personnel in making operating decisions and 

exercising control over available funds. The success of the reporting 

system depends on how eff~clively the reports are util ized by managers 

1.0<atall 1eve 1 s . 
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Several manuals are available to describe the use and control of tll~ 

FACS system. At present, only the General DescriPtion Manual and the 

User Manual will be distributed to user agencies. The Accounting 

Procedure, Fiscal, EDP Operations, and ~unch manuals are tailored 

for those involved in running the system, and will be available for 

review on a request basis from the Community Development Accounting 

Office. 

A brief description of each manual appears below: 

FACS GENERAL DESCRIPTION MANUAL 

This manual provides an overview of the system's features and 

capabilities. It is intended for managers seeking an overdll 

understanding of the system, as well as for users as background 

information for the user procedures. 

FACS USER MANUAL 

This manual describes the procedures required of personnel 

submitting 3(.;counting data to FACS from the vat'ious operating 

agencies. It consi~ts principally of instructions related to 

the use of City accounting forms and the Community Development 

Document Cover Sheet (Form CD-4). 

11< 
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ProceaureJfa-me ;------------
The FACS Manuals 

FACS ACCOUNTING PROCEDURE MANUAL 

This manual contains playscript procedures and flowcharts outlining 

the processing and disposition of all City documents within the CD 

Accounting Section. 

The manual is organized along functional lines, describing the forms, 

procedures and files associdted within edch of the major types of 

accounting transactions in the City, e.g., ordering, payments, payroll, 

cash transfers, etc. Also included are normal month-end and year-end 

accounting procedures. 

FACS FISCAL MANUAL 

This manual describes in detail the procedures and sources of data 

for filling out FACS input forms and for exercising the system con

trols. Control procedures are organized according to when they are 

performed: daily, wecl~ly, monthly and year-end. Forms preparation 

procedures are organized by transaction type within the following 

two areas; financial transactions and mainten~nce transactions. 

FACS EOP OPERATIONS MANUAL 

This manJal explains how to run the FACS system on the City's IBM 

computer. It also describes all the procedures necessary to insure 

proper retention of files. and to provide for backup in case of 

equipment failure. 

1.2< 
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The FACS Manuals Revision: Date: 

FACS KEYPUNCH MANUAL 


This manual describes how each of the FACS forms is keypunched for· 


input to the computer. It is intended for the use of the Data 


Processing Division. 
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lanua 1 Rame: GlNERAL DE.;iCRIPTION 	 Sect ion: I-C PdQe: 1 
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Procedures for Revision of This Manual Rev; s ion: Date: 

From time to time it will 	be necessary to revise certain procedures in 

this manual. Many of the suggestions for revision will come from those' 

who use the system on a daily basis. When it appears that operating 

efficiency may be increased by a change in procedures the following steps 

should be followed: 

Originator 1. 	 Write out the suggested change specifying 

- the nature of the existing problem 

- the new procedural steps required 

- the potential benefits to be derived 

2. 	 Submit the suggestion to the CD Controller. 

Controller 3. 	 Review the suggestion, consulting the systems 

analyst, bookkeeper, and others as necessary 

to determine the impact of the change. 

4. 	 If rejected, return to the originator with a 

brief explanation of the reason. 

5. 	 If accepted, prepare a manual revision and 

assign the next sequential revision number 

(see sanlllle form on following page); 

G. 	 Distribute the revision to all holders of 

th is manua 1 . 

Users 7. 	 Update the affected sections and record the 

rev; S ion in tile chdnge 109 at the front of 

the manual. 1.4< 
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S stem Summar - General 

The Financial Accounting and Control System (FACS) is a uniform, compre

hensive accDlmting and financial reporting system for recording and con

trolling the receipt and disbursement of funds. 'In addition to providing 

the basic reports to meet the fiscal information needs of the City, the 

system is designed to provide considerable flexibility for users by al"low

ing departments and agencies to define, within a uniform account structure, 

their own specific requirements for financial control purposes. Elements 

incorporated into the system include: 

1. 	 Fund general ledgers. 

...? . 	 Check of available appropriJtion . 

3. 	 Appropriation status and revenue reporting. 

4. 	 Collection of cost and performance data by program and 


neighborhood ill addition to appropriation. 


5. 	 Reporting of financial management information to department 


managers, program directors and financial control units in 


the City on a current, timely basis. 


6. 	 A uniform chart of accounts incorporating balance sheet, 


fp.venue and expenditure accuunts for each fund. 


7. 	 Flexibility for departments and agencies to determine the 


level of detdil to be reported, 


8. 	 A cost center concept which minimizes the amount of manual 

roding ret'Jllired on accountin!1 documents. 

The exhibit on the following page illustrates the cost center concept by :16< 
showing the cost center at the focus of the various reporting hierarchies. 
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S stem Fea tures 

FACS 


The Financial Accounting and Control System provides several features 

designed to meet the system's objectives and to facilitate its use by 

City agencies. 

1. 	 9_l!t~!. Distri~~tion 

The system provides for individual addressing of output 

reports at all levels of reporting. Each cost center, 

program, and neighborhood is assigned a distribution 

number keyed to an address stored on the system refer

ence file. 

2. 	 Levels of Control 

The system provides for the control of expenditures for 

all agencies at the appropriation level. In addition, 

the system allows each agency considerable latitude in 

determining the level of report;n!] requirecf for controlling 

its operat; ons . 

3. 	 Coding Structure 

The system coding structure is deSigned to satisfy complex 

agency reporting requirements while simplifying the coding 

of source tr~nsactions. This is accomplished by the use of 

iI unique reference number for each cost cpnter defined in a 

department or an agency. This reference number ;s used by 

the system to determine how the data is to be processed and 

repm'ted. 

1.8< 
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Manual Name: GENERAL O[S~tR:.!..!I:..:..P...:.T.:.;IO~N~________ ~.nion: ll.:.JL Page: 
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System Fea~~ur~e~s~__________________~R_e_vl_'s~i_o_n~:______~D~a~t~e~:____~ 

4. 	 File Dictionary Approach 

FACS 	 uses a series of reference files for defining system codes, 

examining input data and meeting agency reporting requirements. 

This 	 arrangement increases versatility and minimizes the effect 

of changes to the system. The reference files are used to vali 

date 	all input data. They contain valid codes, valid formats 

and 	 other comparison rules. They are also used in formatting 

reports to obtain descriptive data related to the various codes. 

The major purpose of the reference files, however, is to provide 

structure to the financial reports by defining the relationships 

among funds, appropriations, organizations, and programs. 

5. 	 Flexibility 

The Financial Accounting and Control System provides considerable 

flexibility in meeting agency financial reporting and operating 

requirements. The system offers three cate!,)ories of reports 

designed for specific management control purposes: 

Organization Reports 

Program Reports 

Project Reports 

(The 	 current reporting for federal grants will use program 

reports and will take advantage of the organizational report

ing logic to provide reports by neighborhood. Project report

ing remains available but will not be activated at the present 

time. ) 	 19< 
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SYstem Features Revision: Date: 

The system also provides the agencies with the ability to 

determine the level of detai 1 they requi re for the~e reports. 

Once users become accustomed to the report formats it ;s 

expected that they will take advantage of the system flexi

bility to request greater or less detail. This may be ac

complished at any time without changes in programmed logic. 

20< 




Jal Name: 
;eaure Name; 

SYstem Procedures 

The 	Financial Accounting and Control System depends on the decentrali 

zation to departments of the day-to-day operations of document coding 

prior to entry into the computer. The procedures for insuring a smooth 

operation of the system are primarily the responsibility of the depart

ments. These responsibilities are outlined below: 

1. 	 Define the requirements for cost information to control the 

department1s operations. 

2. 	 Define the lowest level of cos t category requi red to obtain 

the cost information desired. Caution should be exercised 

in this definition process to insure that cost centers are 

identified only to the level required and not lower because 

the cost centers must be coded on accounting documents and 

budgets must be prepared for the expenditures of each co~t 

center. 

3. Correct any erroneously coded cost center or aa~ncy codes 

which may have been omitted or incorrectly coded. 

4. 	 Complete the budget forms for monthly budgets for the fi~cal 

year to be entered in the systp.m. 

5. 	 Adjust budget amounts which were incorrectly entered previously 

or require adjustments for some other reason. 

6. 	 Assign agency and cost center codes in addition to account 

number or object codp.s for all accounting documents and for

ward the appropriate copies to CD Accounting tor processing. 

Standard City forms will be used but will be accompanied by 
.. 21< 
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G --ALDEsc-R-r-T-I-ON--------"T.'Sec t i on : 

Date Issued: 
S stem Procedures Revision: 

a cover sheet to accomodate the required coding. 

7. 	 For departments charging payroll costs to a grant hJndled by 

the systel11 (either dir~ctly or through dehit transfers) fill 

out a cover sheet charging the gross payroll to the appropriate 

cost centers. This distribution will be made monthly in the 

case of debit transfers and weekly in the case of direct payroll 

charges. Fringe benefits will be computed by CD Accounting and 

accumuldted separately in the system. 

Encumbrance amounts will be estdblished and liquidateo by the system based 

on transact; ons enterf!d on the regul ar account; ng documents. The system 

is designed to accept encumbrances at the object code level within cost 

center. A monthly report will he ~repared of the status of unliquidated 

encumbrances for each of the accounts, cost centprs, etc .• for which en

cumbrance amounts have been processed. This report will be received by 

CD Accounting. The balance of unliquidated encumbrances will also appear 

on the respective program reports where encumbrances have been entered by 

cost 	center. 

22< 
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GENERAL DESCRIPTION Section: U-D Page: 1
Date Issued; 10115176 

Accounting Concepts Revision: Date: 

The general ledger will be maintained centrally. It will be 

composed of funds, each of which is a self-balancing set of 

accounts. The types of accounts are assets, liabilities. fund 

balance, expenditure control, revenue control, and encumbrance 

control. 

CD Accounting will establish and maintdin a uniform fund c1assi

fication structure, assigning each federal qrant to a separate 

fund class and each of the yearly grant entitlements to a separ

ate fund. 

The system will accomodate either a cash, accrual, or modified 

accrual accounting basis fJr all funds within a fund class. 

Under a modified accrual basis: 

a. 	 expenses would be recorded at the time the liability was 

incurred. 

b. 	 revenues waul d be recorded when cash "j s recei ved except 

:1 
~for governmental receivables which are recorded when earned. 

c. 	 A year-end adjustin!) entry is made for payru1l alld outstand

ing encumbrances. 

CD Accounting will establish and maintain a uniform chart of 

accounts covering all CD arant activity. Thp. account structure 

will be sufficiently flexible to provide for many of the special 

needs of departments dnd agencies. 

23< 
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5. 	 The City will continue to write checks for general disbursement 


on City maintained bank accounts, which will immediately be re

imbursed from grant bank accounts. 


6. 	 The organization and program structures will be developed prior 


to implementation of the uniform accounting system. The cost 


cen ters, whi cn are the common denomi nators between the organ;

zation and program, will also be identified prior to implement


ation of the uniform accounting system. Reporting will follow 


organization (neighborhood) and program structures. 


7. 	 Program and neighborhood numbers and other activities which cross 


department lines will have to be unique and will be assigned 


centrally. 


8. 	 Monthly repurts will be prepared as soon after the last work day 


of the month as practicable. Department and agency cutoffs will 


be scheduled with adequate lead time to meet this cutoff. 


9. 	 Expenditures will be pre-audited at the originating agency. 

10. 	 The system will incorporate extensive processing Jnd validity 

control procedures so that all transactions entered contain 

valid codes and data that is acceptalde to the system. Trans- '. 

actions \'iou1d be rejected for the following reasons: 

a. 	 Invalid codes 

b. 	 An encumbering purchase or'der exceeding the annual 


appropriation availability 

24< 
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11. 	 The batch control report will be sent to CD Accounting each , 
f; 
I 

Itime the system is run. This will provide an audit trail of 
, , 

the transactions entered into the system, indicating both 

those that were accepted and those that were rejected. The 

records generated by the validity program for the batch con

trol reports will have the appropriation account code in them. 

12. 	 Fixed amount contracts will be encumbered at the time the con

tract is let for the Jmount budgeted in the current year. 

Price agreements (contracts which only establish a unit price 

and the total amount to be purchased is not s ti pill ated) will 

not be encumbered when the agreemen tis 1et, but wi 11 bl'! en

cumbered as each purchasing document is issued. 

a. 	 The system will maintain a file of contracts. 

b. 	 Each contractual agreement must be identified as being 


a fixed amount contract or a price agreement. 


13. 	 A cost center can chargp. to only one appropriation, pr09ram. 

organization or project. Source documents charging revenues 

or expendi tures wi 11 be coded wi th the cost center number 

that translates (internally in th~ 5ystent) to the ahove. 

14. 	 To dCCOllloddte fisc.dl year-cnd processing and to idt~ntify the 

input with the proper reporting cycle the system will require 

coding the fiscal year and month so that transactions will be 

charged to the proper fiscal year. Space will be provided on 

a11 source documents for codi ng fi sea'i year and month. 

25< 
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11. 	 The batch control report will be sent to CO Accounting each 

time the system is run. This will provide an audit trail of 

the transactions entered into the system, indicating both 

those that were accepted and those that were rejected. The 

records generated by the validity program for the batch con

trol reports will have the appropriation account code in them. 

12. 	 Fixed amount contracts will be encumbered at the time the con

tract islet for the aroount budgeted in the current year. 

Price agreements (contracts which only establi:;h a unit price 

and the total amount to be purcha5ed is not stipulated) will 

not be encumbered when the agreement is let, but will be en

cumbered as each purchasing document is issued. 

a, 	 The system will maintain a file of contracts. 

b. 	 Each contractual agreement must be identified qS being 

a fixed amount contract or a price agreement. 

13. 	 A cost center can charge to only one appropriation. ~rogram, 

organization or project. Source documents char~ing revenues 

or expenditures will be coded with the cost center number 

that trRnslates (intern~lly in the system) to the above. 

14. 	 To accomodate fiscal year-end processing and to identify the 

input wjth the proper reporting cycle the system will require 

coding the fiscal year and month so thdt trdnsactions will be 

<.;harged to thp proper fi sca 1 year. SP3C~"wi1l be provi j,!d on 

all source documents for coding fiscal year and month. 
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15. Year-end processing will be handled in the following manner: 

a. 	 Hold the books open at year-end for approximately thirty 

days. 

b. 	 Run current and prior year entries through same processing 

cycle during the thirty-d.lY period using the fiscal yeal' 

and month to separate them. 

c. 	 Thirty days after year-end, close the books and produce the 

June management reports dnd the year-end financial reports. 

Open encumbrances wi 11 remai n open on the fund ba 1ance sheets 

at fiscal year-end. 

d. 	 Since each grant application year will be accounted for in 

a separate fund, a new fund will be created to accumulate 

new activity after June 30. Both the new activity and liquid

ations of prior year encumbrances will be recorded as expend

itures on the new year's management reports. but will be 

segregated into current and prior years cost centers. All 

prior year expenditures will appear ?n the fund balance 

sheet corresponding to the prior year. 

e. 	 After the year-end closing unencumbered amounts applicable 

to the prior year's grant will be rebudgeted in the current 

year. 
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Manual Name: Gm~.!{AL_ DESCRIPTION Section: II-E Page: 1 
Procedure Name; Date Issued: lOll 5176 

Budgeting Rev i s ion: Date: 

FACS provides for the preparation of budgets originating at the cost 

center level, with the financial data being accumulat.ed throuqh organi

zat;on and program structures to the summary grant or citywide level. 

1. 	 FACS will use monthly budgeting procedures and the organiza

tion and program reports to control expenditures. Budgets 

will be developed on a monthly basis where appropriate or 

designated as 100% in the first month for certain capital 

project!>, 

2. 	 Payroll budgets llIay be calculated on d projecteci actull basis 

or by dividing the pay d,ltes for each month by the total ray 

dates for the fiscal year and multiplying this fraction by 

the 	 total annual payroll budget. 
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Critical logic areas are encountered under the following conditions: 

1. 	 Dai ly "processing 

Since transactions for one month may be processed in the first 

several work days of the neAt 'llonth. current month alld next 

month data must be identified and posted to separate datd fields. 

The same is true for this fiscdl year and last fiscal year trans

actions. 

I~hen month-end processing is done the accumulated "nt.!xt month" 

expenditure and encumbrances must he rolled into the current 

month actual data field. 

When rrocessifllj the reports for June, current year expenditure 

data must be moved to the last fiscnl year exrenditure field. 

3. 	 fonstructio~__~f~gher level R~or~ 

Hi~lher lt~vel reports are created by sUinnarizing all of the lower 

levcl~ of 0rganization or program structural units. This will 

be dccomplishen hy accessing the structural "Reports to" chains 

in the low-level Edit and Disperse progt'am and 'creating a summary 

record for each structural unit nWlloer tllat tne low-level unit 

"Reports to". These records wi 11 then be sorted in "Reports to" 

sequence. All lower level units which report to a higher level 

unit are then combined to produce the higher level reports. 
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Manual_ Name: GENERAL DESCRIPTION 	 Section: II-F Page: 2 
Procedure- Name; Oa te Is sued: 10115176 

Critical Logic Revision: Date: 

4. 	 Constructing and Changing the Organization and Program Structures 

Since the organization and program strl,lctures define the reporting 

relationships and interrelationships of organizations and programs, 

great care must be taken in adding or changing structures. Auto

matic program checks will be installed which will prevent the adding 

of a program or organization unit which already exists. The program 

will also prevent the changing of an organization or program "Reports 

to" unit to a unit which would cause a looping relationship. To in

sure that no looping relationship is allowed, the programs will re

qui.re that a new structural relationship be built from the top down. 

A r~lationsh;p chain can then be checked for looping before the new 

unit 	is allowed on the file. When changing the "Reports to" struc

tural unit to another "Reports toil unit, the new unit mllst already 

exist on the file. 
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Responsibility Accounting i~ tdilored to organization and program so that 

costs can be accumulated and reported by levels of responsibility. This 

concept emphasizes the fact that people incur costs; therefore, people 

should control costs. 

The 	 fundamen ta 1 s of Res pons i b i 1ity Accoun t i n9 inc 1 ude : 

1. 	 A report of expenditures t~ the individuals responsible for 

control. This involves assigning the responsibility for con

trolling individual items of cost to a specific person - a 

key person who can take dction. 

2. 	 Comparison of actual rest/lts to a budget. The actual results 

compared to the plan must he reported to the person responsible 

for controlling the costs. 

3. 	 Participation of individuals in budget preparation. The pre

paration of the plan or budget goal involves the participation 

of key persons at every level. 

It should be stressed that Responsihility Accounting is a flexible concept, 

permitting the Responsibility Reporting to be tailored to the actual organ

ization and program structure of each departm~nt or agency. This flexibility 

facilitates the preparation of monthly control reports for each level of man

agement as a tool for controlling operations. 
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Re vis i on :_"--..:.=t-:"'~~__---IRe ort Levels 

The system has been structured to provide reports for as many organizational 

levels and program levels as are established within a department or agf'ncy. 

In addition there is no limit on the number of organizational units or pro

grams within each level. Refer to the exhibit on the following page for a 

graphical explanation of the "Reporting Roll-Up" concept. 

Although the system provides for the capabi 1 i ty to prepare summary reports 

for multiple levels of both programs and organizations, a department need 

use only as many levels as rflquired to satisfy its mana,)el1lent needs. ror 

example, a department lIJay require four level::; for organilationdl reports 

and only two levels for program reports. JI'J addition, the levels may vary· 

for a type of report (program or organization) within a depart'llent. An 

example may be the requirement of only two levels in one departmP.nt or 

division and three or more levels of organization in other departments or 

divisions of the department. In the current usage of the reportinq struc

tures, a single level of organizational reporting will be establishpd to 

accomodate segregation of costs by neighborhood. 
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The following 3 pages illustrate a sample organizational structure chart. 

the resulting organizational responsibility reports for units at 3 levels 

on the chart, and finally a top level responsibility re·port. 

The numbered arrows on page 3 of the Exhibit identify some of the following 

major features: 

1. 	 Designates what organizational unit this 

report pertains to. 

2. 	 Shows hrp.akdown of expenditures both by 

lower level of organization and by object 

of expense. 

3. 	 Provides both current month and year-to-date 

performance compared to budget. 

4. 	 Shows outstanding encumbrances and remaining 

free halance. 

5. 	 Tota1 s from lower 1 eve 1 reports "ro11- up" 

to higher level reports. 
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!nudl N.1me: -----GINER!\LUi::S{:f.UHION----n------section: -III-C Page: 
'ocedU-re Name; Date--Issued: lO/l~176 

Freguency and Tillling Revision: Date: 

Organi zati on (nei ghborhood) and progr'am reports wi 11 be pt'oduceJ 011 a 

monthly basis at the end of the month. Reports for all levels are pre

pared at the same time as the accounting status reports. The system 

will be designed to cut off the entry of documents into central account

ing within several work days after month-end. Therefore, departments 

must forward their accounting detail to the CD Accounting Section of the 

Auditing Department with sufficient lead time to insure inclusion in the 

IOOnthly reports. 

All "Dany" account-jng and control reports are produced each time the 

system is run. Accounting for Community Development activity will re

quire a run of the system approximately once each week. 
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rocedure Name: Date Issued': lOI!S176 

Reports 	 Rev is i on : :;;!O:""::at,.:::e-:-----4 

Reports listed below are the FACS reports which have been selected for 

Community Oevelopn~nt reporting. Refer to the FACS Reports Book for 

samples and explanation of each. 

1. 	 Respons ibi lJ.!l' Reports 

These three reports are generated monthly. The purpose of 

FACS Respons i bil ity Reports is to provi de management with 

a till1e1y history of expenditures grouped by program and 

organization in the same way that budgets were initially 

prepared. Starting with individual cost centers, low 

level resplJIlS ibi 1i ty reports are slJll11lari zed or "rol1ed

up" to ~uc~eeding levels, with comparisons of budget vs. 

actual expenditures at each level. 

Report Number 	 Title 

AM165004 Program Responsibility Report 
AM165003 Organization Responsibility Report 
AM164503 Cost Center Responsibility report 

2 . 	 f~~ept i on _~~'ports 

Exception Repnrts are automatically generated during daily 

FACS processing whenever an appropriation category or a 

LOS t. center is over-expended or over~encurnbered (on a year

to-date basis). These reports aid management in the budget 

control rrocess by flagging budtjet overruns on a timely basis. 

______-'- tl _________ 

AM1625l6 FX(ll-:'nnitures in Fxcess of Appropriation 
Atvll62S20 Cu:;, L Cen tt.!r no t3uJ:)t· t lJver-run 
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Section: II-D 
Date Issued: 
Revision: 

3. Accountin9_...Detail Reports 

The Accounting Detail Reports, generated in varying frequen

cies (weekly, monthly, or on request) by FACS provide the 

same type of information that might be found in the subsidiary 

ledgers of a manual accounting system. Included are lists of 

all current transactions by type, lists of outstanding accounts 

payable, and inventories of open contracts with status informa

tion. 

I
Report Number Ti tle A 

II 
AM162503 Contract History II 
AM162507 Contract Status 
AM162504 Aged Accounts Payable 'I 
AM162506 Open Accounts Payable By Due Date 
AM162505 Accounts Payable/Encumbrances By 

Document Number 

AM162523 gO-Day Payables 

A;'Y1l62712 Payment R~port By fund 

AM164801 Detail Transaction Register 


4. Transaction Validation and Control Reports 

These reports verify information that ;s submitted to FACS, 

list invalid input and summarize input activity by account 

type. Thl~y also flag out-of-balance account.s and monitor 

and control suspense items. Validation and Control Reports 

are generated daily. 

Report Number Title 

AM162513 Input Validat~on and Batch Control Listing 
Ar~162!:>25 In~ut Summary Control 
AM162511 General Ledger Control 
AM162522 Suspense Control 
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5. Reference File Reports 

Reference File Reports provide management with various li:.tings, 

sUlIII1aries, and analyses of Reference File information, such as 

program and organizational structures and cost center descriptions. 

The information on these reports, which FACS generates on user re

quest, aids in file maintenance. In addition, when maintenance is 

performed, a report verifying all additions,1eletions and changes 

is automatically generated. 

Report Numbe r Ii tle-'------
AM16252l Refprpnce File listing 
AMI62512 Fi le ~1Jintenance 
AM1625l8 Proaram Structure 
AM162528 Organization Structure 
Ar.11625l9 Cost Center By Class/Fund 
AM162526 Cost Center By Appropriation 

6. Financial Summary Reports 

These reports pl"ovide overall statements of fund a~tivity and 

balances as of the end of each month. They serve the purpose 

of the general ledger in a manual bookkeeping system. 

Ti tle 

AmG4507 St<ltemellt of Fund Assets, Li,lbilities. 
dnd Fund BalJnce 

AMI64510 Analysis of Changes in Fund nalance 
AM 16,1511 Fund General Ledger Trial Baldnce 
AM 104535 Bw1<)et Change Report fly Cos 1. Center 
AM16::i035 Budget Change Rp.rort By Pro~ram 

40< 
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Cost Center Concept 

A cost center ;s the lowest corrrnon denominator between an organization and 

program structure. The cost center is the nucleus of the Financial Accounting 

and Control System coding since all expenditures arid revenues will be coded 

to cost centers. Expenditures and revenues coded to cost centers are rolled

up (sun~arized to successively higher levels) both through the organization 

and program structures. No attempt should be made to associate the identity 

of a cost center with an organization or a program individually; each cost 

center should be identified with an organization and program combination. 

Since the organization structure is being used for neighborhood reporting, 

only one level of orgnnizational reports will be generated. The illustra

tion on the following page demonst~~ates this concept. 

A revenue cost center refers to the collection point of revenue items. The 

revenue cost center may be located at any level of the organization/program 

structure. The purpose of coding revenue to a cost center is to identify 

the fund and appfoj.)riation to which the revenue should be as~ociated. 

The cost center codes are reference numbers only and do not have to be 

structured. therefore the number of di gi ts used to i den tify cost centers 

can be minimized. Each agency may define its own cost center numbers. 

If the appropriation account number for a department or agency adequately 

defines the l'eporting level desired for the organization or programs, no 

turther cost center breakdown is required for the accounting system. 

41.< 
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The Financial Accounting and Control System coding structure requires a 

minimum of accounting document coding. This coding-is translated by the 

system to satisfy comprehensive reporting requirements. The structure of 

the computer files and the use of computer processing allows this c.oncept 

to operate effectively in this system by retaining additional coded infor

mation in the computer files for report generation of the various organi

zation, program and project levels. Financial transactions are entered 

into the system with the f0110wing basic coding hlock: 

AAA-RBBBB-CCCC 

(Agency) AAA--Identifies which yeor's grant is the source 

of funds. 

(Cost Center) BBBBB--Identifies the lowest level Cu~t center in the 

agency's organization or program structure. 

( Object) CCCC--Identifies the uniform object code, revenue or 

balance sheet account. A common set of accounts 

is maintained for all user.agencies. 

The AAA-BBBBB portion of the coding block is the reference number associated 

with a cost center at the lowest level of the organization or program. The 

system uses this number combination to determine how the data for the related 

cost center is reported and combined with other agency data to generate fin

ancial management reports. 
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Coding Structure Revision: Date: 

Each agency must define its financial management reporting 

requirements for organization, program and (optional) project 

reporting. This procedure requires specifying the types of 

reports desired and determining the levels of detail for each 

report. Each succeeding higher level is a composite of the 

cost centers beneath it and reporting to it along with the cost 

center (if any) established to capture and report activity spe

cific to the higher level itself (i.e., exclusive of lower level 

activity) . 

Financial data will be maintained on data files at the lowest 

cost center level. Reference files will contain organization, 

program and project structure information to b~ used for finan

cial reporting purposes. A major advantage of this approach is 

that if an organization or program structure is changed, no 

massive revisions of the data files are required; only the ref

erence files need be changed. 

The object code portion of the coding block provides additional flexibility 

for expen ditures and revenue da ta . An agency may reques t tha tits fi nand a 1 

reports present a detailed breakdown by object code or it may choose to re

ceive only the summary level object and revenue account classifications. 

For example, ohject code 2401, Office Supplies, could be reported separately 

in some cases or summarized as part of a single line for administrative ex

penses in other cases. 
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Coding Structure 

The following eXdliliJle. for expenditure type transactions, illustrates the 

distinction between ~C>.cu..m_~!,_~_ codiny and codin9 maintained in terna1 to the 

FACS computer files: 

Coded on Document _____ .._Cod_i ng Ma i n ta i ned in the 

Agency Cost Fund Appro- Organ
(Year) Cen ter Class Fund pri at!~~ ization 

077 10030 001 001 2345 11000 

077 10050 001 001 2345 15000 

077 10070 001 onl 2360 15000 

076 10090 001 002 2365 22000 

Comp!:J~!, Fi lp.~ 

Pro- Pro
gram ject 


51301 


51302 


51200 


51350 


Other Coding 
for Report 

<Distri- . 
hution, etc. 

VI 
-< 
VI 
-t 
IT1 
3: 

n 
0:z 
-t 
~ 
r-
VI 

Only the agency ancl cost center codes (plus an appropriate object code) would be 

entered on the accounting source document. The Financial Accolll1tinq and Control 

System will maintain. internal to the computer, reference files which contain 

fund class, fund, appropriation, organization, program and (optionally) pro

ject. 
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There are three types of accounting entries which will flow through the 

Financial Accounting and Control System. These are: 

1. Balance Sheet Entries 

2. Expenditure Entries 

3. Revenue Entries <:: 

VI 
-< 
VI 

The same basic coding block structure (AAA-BBBBB-CCC) would be used to code -i 
IT1:z 

all three types of entries. Portrayed below is a sample coding block demon ('") 
o 
z 

strating what would be coded for each type of entry. 
-i 

~ r
VI 

COOING BLOCK 

Fund Class rund Account 
Balance Sheet XXX XXXXX OXXX 

fulency {Yea!:]. Cos t. Cen ter Revenue J)pe
Revenue XXX XXXXX lXXX 

Agency JYea r1 Cost Center f2P.enditure Object
Expendi ture xxx xxxxx-- 2XXX 

46< 
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Sys tern Control s - General Revision: Date: 

Meehani zeft sys tems are contra 11 ed through 

a combination of documented manual procedures and personnel 

training, 

special techniques and features incorpordted as an integral 

part 	of the computer processing, and 

post audit verification that all established procedures are 

functioning effectively. 

FACS 	 dddresses itself to all three of these control elements. 

Stri ct att€:lltion wi 11 be devoted to preparing user department pt'ocedut'es 

during the implementiltion phase of the project. These must be developed 

in parallel with the mechanizeo aspects of FACS to insure cooroination of 

both manual and machine processinq. Personnel in user departments will 

be exposed to intensive training in the procedure to fao.ilitate an Ot'derly 

conversion dnd consistency of subsequent operations. 

General control features relate to fundamental accounting concept'). IJro

cedures which expedite their effertiveness. and specific identification 

of the unit t'esponsible for their ddministration. 

1. 	 Accounti n~on!.ro 1~ 

J. 	 Each fund established within the system will contain a 

self balancing group of dccounts consisting of asset, 

liability. fund balance. expenditure rantrol. revenue 

control. and current encumhrance ~ontrol accounts. 

f 

j 
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:1 
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b. A daily control report for edch fund will be mechanically 

I prepared identifying the total debits and credits by fund 

and showing that the fund is in balance. a 
c. COll111unity Development Accounting will be responsible for 


~ monitoring and reviewing the Fund Ledger Control Report. 


J 2. Batch Control 

a. Batches will be composed of related transactions which have 

I a cOll111on source processing prol.f>c1l1re (Receipt Vouchers. Pur

chase Orders, etc.). 

b. In order to isolate error input fOl' correction, related 

I 
I transactions will be grouped into batches l.f manayeable 

size, approxi rna te ly fi fty or fewer documen to:; per ba tch. 

, c. Wherever possihle, dollar amounts on source transactions 

will represent the primary control total. 

; 
I 

d. All source transactions must be uniquely idl-'ntified through 

a "reference number" (such as purchase ordpr nllmber, journal 

voucher number, etc.) to permit i so1 a ti fig tile docum!::11 t on 

I whi ch the source codi ng was recordpd. A source document re

presents one or more entries enterin~ the system under a 

I COll111on reference number. 

I e. Secondary batch control will be established over source docu

ment count within the batch.

I 
f. Journal Vouchers require internal zero balancing. Debits 

48<mus t equa 1 credits wi thi n reference number. 
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g. 	 Batch totals will be manually established before 'the 1 


documents leave CD Accounting to be processed. 
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System processing controls are concerned primarily with internal routines 

developed to assure error detection, whether 'the error was caused externally 

or internally by equipment or program malfunction. 

1 . General 

Label checking of every input data file will be performed when 

the file is opened. Labcl checking will include the dilta file 

name, volume and creation date or generation number. 

2. Jnput:..fontro 1 

a. For batch balancing purposes a control record will be 

entered indicating the control amounts for the batch. 

b. Transactiun~ containing validation errors will be listed. 

Listinqs will be r~turned to CD Accountinq for correction 

and re-entt·y. The listings will identify each error field 

and the reason the field was in error. 

t. All transactions contained in out-of-halance batches will 

be listed in the same sequence submitted. The listings 

will be returned to CD Accounting for investigation. In

valid transactions in the batch will not causc the batch 

to be out-of-balance unless the invalid condition existed 

on a batch control field. Invalid transactions in the 

batch will be rejected; valid transactions in the batch 

will be accepted. 
60< 
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d. 	 All fields on input transactions will be validated. Errors 

detected in critical fields will cause the transaction to 

be rejected. Warning messages will be printed on errors 

found in non-critical fields. 

I e. 	 File maintenance changes to critical fields will incorporate 

the "from-to" (;oncept. Only the "to" field will be subject 
f 

to input validation. The "from" field will be validated 

when the transaction is to be posted . 

• 3. 	 Master File Controlsj 
a. Genera 1 

I (1). File maintpn~nce responsibility for critical fields 

wi 11 	 be restri cted to speci fied agencies. At.tempts 

I 
1 to a1 ter fi t> 1 ds submitted by unauthori zed agencies 

will be rejected. 

(2) . File maintenance changes to critical m3ster file

I 
I 

fields will utilize a "froll\-to" concept. If the 

IIfrom" field does not match the fi le, the transaction 

will be rejected, listed, and returned to the submit-

I tin9 agency for corrections. 

I b. Sequential Access 

(1). A trailer re(;ord will be wri tten on all sequential 

I 
I. master and transaction fi les containing. at a mini

mum, a COUlit of thp number of records on the file. 

Runs 	 to which the files are input will accumulate 

61< 



FACS 

1fdlne:--'-Gt'NYRAL utstiHPTION ure Name ;-------- .. - . -----,---- 

S stem Processin 

the same control totals and, .at end of job, compare 

the accumulated totals to those in the trailer record. 

(2). 	 Sequential master files will be sequence checked each 

time a record is written. 

c. 	 Non-Seguential Access 

A control record will be included on all non-sequential files 

containing, at a minimum, a count of the number of records on 

the file. The run performing maintenance on the file will 

accumulatE" the effect of adds and deletes and add the net 

change to the control record. When the file jj reorqanized. 

control totals of active records will be accumulated and 

compared to the control record. 

I 

I 
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Procedure Name; --- -lfa-te Issued: 10/15/76 
Control of Rejects Revision: Date: 

Ddta 	 errors detected by the syslem wi 11 be reported to the appropriate 

• 
agency. Procedures will be established to_monitor their eventual correction 

and re-entry. 

• 
1. Validation Errors 

To provide some assurance that all invalid documents are ulti 

• mately re-entered, CD Accounting will maintain a log of docu

ments rejected due to valirlation errors. As the errors are 

corrected and resubmitted they will be checked off the log. 

At the end of the fi sra 1 year a11 errors mils t be corrected 

prior to closing. 

2 . 	 P.Q~~ I"!(l J:rr:.ors 

a. 	 Accounting transactions which cannot post to the files 

will be automatically distributed to appropriate fund 

coding error suspense accounts. Suspensed entries will 

be listed and returned to CD ACLounting for correction. 

b. 	 Fi le lllaintenancp transactions whirh fail to post wi 11 be 

•• 
li~ted separlltt!ly wilh the t'ejection reason and returned 

to the agency with maintenance responsibility .. 
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I 
Recovery procedures provide a means of recreating files inadvertently 

I destroyed through program errors or equipment.malfunction. .. , 

I 1. 	 Daily master files will be backed up according to the grandfather 

principle. Three generations of files will be available in the 
, ,...I event that reprocessing is required. In addition. a copy of last 

I 	 month's master files will be retained in case records need to be 
" , , ' 

reconstructed for the entire month. 

I 2. 	 All transaction files will be retained for the same period as the 

related mastp.r files (i.e;, all daily trJnslction files since the 
t 

last 	monthly run). 

I 
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The ability to trace activity ref'lected in the financial reports back to 

individual source documents must be available if a 'system is to be audit 

able. Reliance in such a defined audit trail rests on the underlying pre

sumption that there are sufficient controls in the system. The controls 

described in the preceding sections have been designed to justify this 

presumption. The following conventions are concerned with establishing 

the framework for the audit trail. 

1. 	 General 

a. 	 The batch integrity of input transactions will be preserved 

until error corrections have been completed. 

b. 	 Documents in CD Accounting will be filed by reference number 

to enable individual accounting entries to be traced back to 

the appropriate source documents. 

c. 	 Reference reports will be available to identify cost centers 

with funds and appropriations. 

2. 	 ?o~ti..nJL~~.i.dence 

a. 	 Balance sheet entries generated internally hy the system will 

be listed, the lists being returned to en Accounting. These 

lists will be accorded the san~ evidential significance as 

other source documents. 

b. 	 Posted file maintenance transactions will be listed showing 

both the 0ld and new fi~ld contents. The reports will be 

Ji s tl'i buted to the Jepartme/l t ur' dgency wi th rna i n tenance 

responsibility for the field. 
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c. 	 Detail accounting transaction records must include the 

source of the entry and identify the document on which 

the entry was recorded. 

d. 	 Detail printed tr'ansaction listings will not normally be 

distributed. Monthly files of detail transactions will 

be maintained to facilitate audit and account analysis. 

Adoption of these conventions provide the capability of a sillyle entry 

being traced back to its source. The detail entry identifies the trans

action type (Purchase Order, Disbursement, Journal Voucher) and the iden

tifier for the document (P.O. number, check numner, Journal Voucher number) 

which represents the primary filing sequence for documents. I ikpwise an 

expenditure entry on a document can be traced to any detail 11c;ting by 

reviewing the cost center reference reports to determine the related fund 

and appropriation. 
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