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Financial: Financial Management

Executive Summary

Summary of Areas/Processes Covered

The Financial team was responsible for assessing application components that reside in the SAP R/3 Financial Accounting, Controlling, Funds Management, Purchasing, Travel and Sales and Distribution functions.  Financial Accounting, Controlling and Funds Management functions in R/3 cover planning, budgeting, and internal and external financial reporting for an institution.  Purchasing and Travel cover the functions available to support an institution’s procurement and travel encumbering and reimbursement activities. The Sales and Distribution functions support billing and collection activities. The modules that the University of Tennessee project will be implementing in whole or in part at this time include the following: 

· General Ledger

The general ledger module supports creation of balance sheets and revenue and expenditure statements according to Generally Accepted Accounting Principles (GAAP) for external reporting. It also supports creation of journal entries, maintenance of control accounts and enforcement of accounting rules.

· Special Purpose Ledger

The special purpose ledger module supports creation of balance sheets and revenue and expenditure statements for internal reporting by fund and budget entity.

· Controlling

The controlling module allows collection of costs of the general activities of the University. It supports departmental planning and development of budget requests. It also allows development of salary budget requests by using actual salary information from the Human Resources module.

· Funds Management

The funds management module allows monitoring and control of budgets for both Institutional appropriations as well as sponsored programs. Budgets can be automatically encumbered in the Funds Management module, based on positions, requisitions, purchase orders and travel requests created in other modules. Encumbrances are automatically liquidated when actual expenditures such as payroll costs, vendor invoices and travel receipts are posted. Extensive budget versus actual reporting is supported in this module.

· Treasury Cash Management

The cash management module supports electronic payments, electronic receipts from bank lockboxes and electronic acceptance of bank statements. It also allows assessment and forecasting of the cash requirements of the institution for identifying surplus cash for investment.
· Project System

The project system supports collection of costs and revenues for activities, which are funded from restricted sources. It allows planning by project, and charging of internally allocated costs such as Facilities and Administration costs on grants and contracts.

· Sales and Distribution

The sales and distribution module supports grants and contract billing based on actual project costs, fixed amounts and quantities.

· Accounts Receivable

The accounts receivable module supports tracking of sponsor receivables and posting of cash receipts.
· Asset Management

The asset managements module supports tracking of fixed assets including, land, buildings and equipment. It supports various asset related transactions such as acquisitions through purchase, capitalization of constructed assets, depreciation and retirement of assets.

· Accounts Payable

The accounts payable module supports tracking of the Institution’s vendor payables, verification of invoices and generation of payments.
· Travel

The travel module supports creation of travel requests, monitoring of travel policies, and entry of receipts for reimbursement. Travel requests are also automatically encumbered in the Funds Management module.

· Purchasing

The purchasing module supports creation of requisitions, purchase orders, RFQs, contracts and evaluation of vendors. Requisitions and purchase orders created in this module are automatically encumbered in the Funds Management module.

Excluded from the above list are modules that have been deferred to future implementation phases, such as plant maintenance, inventory management, treasury investment management and real estate management.

SAP Enterprise Structure

The Enterprise Structure in R/3 refers to the organizational structure of the Institution. The organizational elements in this structure allow encapsulation of configuration settings and data in each module. For example, the company code organizational element encapsulates the financial accounting settings and data in the financial accounting module for an enterprise. 

Each element in the R/3 enterprise structure is defined below. The R/3 module in which each organizational element appears is given in parentheses next to its name. The proposed University of Tennessee organizational elements are given under each organizational element.

Client (Cross Application)

A client in R/3 is a technical entity containing configuration, master data and transactions for an organization. For example the organization may designate Client 100 in the production system PRD as the client in which data may be entered. Other clients may be used for development, testing and training. 

Proposal: The University will have only one production client in the productive system – Client 100.

Company Code (Financial Accounting - FI)

The Company Code is the smallest organizational unit for which a complete self-contained set of accounts can be drawn up for purposes of external reporting.

Proposal: The University will use only one Company Code - UT.

Business Area (Financial Accounting - FI)

Business areas are units, within an institution, for which a balance sheet and income statement can be produced. In higher education, business areas are typically used to represent fund groups such as Current Unrestricted, Current Restricted, etc. for which balance sheets and income statements are required. 

In addition to balance sheets by fund groups, the University of Tennessee requires a separate internal balance sheet and income statement for each budget entity such as Knoxville, Martin, Chattanooga, etc.

Proposal: The University will have business areas, which represent a unique combination of Fund Group and Budget Entity.

Functional Area (Financial Accounting - FI)

The Functional Area is an organizational unit in Accounting that classifies the expenditures of an organization by function. 

Proposal: The University will use functional areas to enable reporting by function.

Controlling Area (Controlling - CO) 

A Controlling Area in R/3 is the organizational unit within an institution, used to represent a closed system for cost accounting purposes. A controlling area may include one or more company codes, which must use the same operative chart of accounts as the controlling area.

Proposal: The University of Tennessee will use only one Controlling Area – UT. Company Code UT will be assigned to Controlling Area UT.

Funds Management Area (Funds Management - FM)

A Funds Management Area in R/3 is the organizational unit within an institution, used to represent a closed system for funds management and budgeting. A Funds Management Area may include one or more company codes and one or more controlling areas.

Proposal: The University of Tennessee will use only one Funds Management Area – UT. Company Code UT and Controlling Area UT will be assigned to Funds Management Area UT.

Purchasing Organization (Purchasing – MM)

The Purchasing Organization subdivides an enterprise according to the requirements of Purchasing.  A Purchasing Organization procures materials and services, negotiates conditions of purchases with vendors, and bears responsibility for such transactions.

Proposal: The University will use one Purchasing Organization with the code ‘UT’. This purchasing organization is a virtual entity and is not reflective of the physical location where procurement activities take place.  The advantages of establishing one central virtual purchasing organization include: leveraging of all university requirements in establishing contracts; enhanced reporting; data continuity; and reduced system maintenance.  As a point of clarification, establishment of a virtual central purchasing organization in SAP does not eliminate established purchasing organizations and is not to imply that all purchasing activities will be conducted at one physical location.  Purchasing organization will continue to operate at their geographic locations and will continue to initiate purchases for their respective campuses. 

Plant (Purchasing – MM)

A Plant is the location of operation within a company. A Plant is defined as a physical location. 

Proposal: The University will define plants to represent its campuses. Establishment of plants will allow for an item (for example, freight cost) to be priced differently for different locations if necessary.  Plant designation also allows for the flexibility of implementing an inventory management and materials requirement planning (MRP) system at a future date, should the University choose to implement these functions. 

Storage Location (Purchasing – MM)

A Storage Location is the location of physical stock within a plant.  

Proposal:  At the University, individual departments will be defined as storage locations.

Sales Organization (Sales and Distribution – SD)

A sales organization is unit, which structures an enterprise according to its sales requirements.  One or more plants may be assigned to a sales organization.  A sales organization can have its own customer and material master data.

Proposal:  Only one sales organization – UT will be used to reflect the Universities grants and contracts sales requirements.

Distribution Channel (Sales and Distribution – SD)

A distribution channel is the channel through which saleable materials or services reach customers.

Proposal: The University will use only distribution channel – 01 to reflect its grants and contracts sales requirements.

Division (Sales and Distribution – SD)

A division is an organizational unit based on responsibility for sales or profits from saleable materials or services.

Proposal: The University will have divisions, representing each campus Budget Entity. This will allow invoices to be grouped by budget entity.
Summary of Business Blueprint Analysis

Overview:  Goal of the Business Blueprint Analysis

The purpose of the business blueprint analysis was to determine business process requirements for the University of Tennessee and to prepare a conceptual design of the R/3 configuration needed to support these requirements. The business blueprint document is the main deliverable from the business blueprint phase. From this document, the project team will achieve a common understanding of how the University intends to run its business within the framework of SAP R/3.  

In addition, the business blueprint deliverables become the input into the Realization (Simulation and Validation) phase.  The goal is to move into the next phase with enough information to complete a prototype of the financial modules and functionality.

“Tools” Utilized to Document Business Blueprint Analysis

SAP supplies “tools” to use during the ASAP implementation of R/3.  The major tool used during the Business Blueprint phase was the Q&A database. Within the Q&A database there are four information collection and management mechanisms. These are Business Process Questions, Customer Input (CI) Templates, and Business Process Transactions and Technical Analyses.  Information gathered through these mechanisms forms part of the business blueprint document.

Business Process Questions: These are questions stored in the Q&A database regarding the University’s organizational structure, processes, and business needs.  Business Process Questions were used throughout business blueprint workshops to collect information about the University’s requirements.  In addition to the standard questions supplied, TeamSAP consultants and University Team Members added additional questions based on information gathered prior to and during the business blueprint phase.

CI Templates: The CI templates include a set of standard questions that allow documentation of the goals, conceptual design and organizational requirements for each business process. They are also used to identify functionality deficits if any.

Business Process Transactions: These are the actual R/3 transaction codes used to invoke the SAP R/3 functionality that will be implemented. Based on the Business Process Questions, CI Templates, and detail requirement workshops, the project team identified transactions included in the prototype by marking them in the Q&A database. The Business Process Master List enumerates the transactions included in the prototype.  

Business Blueprint Analysis Activities: Financial Team

The major activities accomplished by the Financial team during the business blueprint analysis were:  

1) Business Blueprint Workshops; 

2) Detail Requirement Workshops; and 

3) Preparation of Business Blueprint Deliverables. 

Business Blueprint Workshops

Ten business blueprint workshops were scheduled and completed.  A detailed schedule was developed to track workshops and participants. Each workshop focused on specific areas and/or processes within the Financial Team’s scope.  These functions are referenced as “scenarios” in the Q&A database. Scenarios are high-level groupings of processes.

The main goal of these workshops was for the project team to gain an understanding of the University’s current processes as well as “the way the University wants to do business in the future” and begin the task of transferring them into SAP R/3 processes.  During these workshops an overview of the functionality in each area was presented to provide a context within which information could be gathered.

The following are the University’s “in scope” scenarios in which the following workshops were scheduled and completed:

· General Ledger/ Chart of Accounts

· Grants Management/ Accounts Receivable

· Endowment and Other Restricted Funds

· Funds Management/ Budgeting/ Controlling

· Asset Accounting -- Equipment

· Asset Accounting -- Buildings

· Treasury Cash Management
· Procurement 

· Accounts Payable

· Travel Management

During each workshop, detail questions about business processes were discussed and answered.  These questions are standard ASAP questions with the addition of questions added by TeamSAP consultants.  Throughout the workshops, areas were identified where further representation from outside departments would be required. The University’s core team and TeamSAP consultants have reviewed all questions/responses.  A detail “issue log” was created to track these and other issues.

In addition to these workshops, team members participated in the following joint workshops with the Human Resources Project Team:

· HR Funds and Position Management and

· Payroll Accounting
Detail Requirement Workshops

The goal of these workshops was to clarify the detailed business requirements of the University and refine business process definitions. Project team members and University department representatives attended numerous detail requirement workshops.  Department representatives were invited based on the workshop topic and if the associated processes have a direct or indirect impact on their department.  The detail requirement workshops clarified current processes so SAP R/3 analysis on the “to-be” processes could be preformed.

Preparation of Business Blueprint Deliverables
The final business blueprint activities for the Financial team were to prepare and assemble all business blueprint deliverables.  This task involved the following activities:

· Review of all Q&A questionnaire responses by the core Financial team;

· Creation of CI Templates (prepared by University Core Team Members and Project Consultants);

· Final review of all CI Templates (by University Core Team Members and Project Consultants);

· Identification of critical reports not delivered with the SAP R/3 system;

· Identification of interfaces that will be needed;

· Identification of data conversions required;

· Identification of enhancements to the delivered SAP R/3 core product;

· Identification of SAPScripts that will be needed;

· Updating the issue log (which includes the major gaps if any).

Business Fit

The following processes have been identified as the core Financial processes that will be configured during the Realization (Simulation and Validation) phase.

General Settings

· Countries

· Currencies

· Units of Measurement

Master Data

· General Master Records
· Financial Accounting
· Revenue and Cost Controlling
· Funds Management
· Treasury
· Project Management
· Sales and Distribution
· Asset Accounting
· Procurement
Business Processes 

· Financial Accounting

· Basic Settings

· General Ledger Processing

· Accounts Payable Processing

· Accounts Receivable Processing

· Bank Accounting

· Special Purpose Ledger

· Prepare Ledger

· Table Maintenance

· Actual Posting

· Periodic Processing

· Evaluations

· Tools

· Revenue and Cost Controlling

· Cost and Activity Planning

· Distribution and Assessment

· Funds Management

· Basic Settings

· Budget Planning

· Budget Execution

· Information Services

· Fiscal Year Change Operations

· Sales and Distribution

· Sales Order and Contract Processing

· Grants and Contracts Billing

· Project Management

· Initiation

· Planning

· Execution

· Closing

· Asset Accounting

· Handling Fixed Assets

· Handling of Leased Assets

· Direct Capitalization

· Travel Management

· Presettings for Travel Management

· Travel Expenses
· Procurement

· Procurement of Materials, External Services, and Assets

· Source Administration

· Return Deliveries

Open Issues and Gaps

Any area where functionality does not directly support the University’s processes or where scope is unclear has been logged in the issue log. An issue resolution process has been created to collect information needed and to hold discussions to resolve issues the issues in the issue log. In most cases, open issues will be resolved during the Realization (Simulation and Validation) phase.  The following areas have been identified as open issues in the areas within the Financial team’s scope.

· Creation and use of user controlled sub-accounts and user object codes (Issue 6, 120  - data integrity)

· Import of Procurement card transactions into R/3 (Issue 8 – functionality deficit)

· Policy on acceptance of electronic invoices from vendors (Issue 10 – process design)

· Funds availability checking (Issue 33 – process design)

· Creation of external reports such as CFDA, IPEDs, etc (Issue 68 – functionality deficit)

· Integration of general ledger transaction detail for FY 2001 (Issue 69 – conversion strategy)

· Interface to pre-award system or COEUS (Issue 103 – Interface design)

· Support for cost sharing transactions in R/3 (Issue 106 – process design and functionality deficit)

· Ability to track source of recoveries of payroll costs (Issue 118, 119 – process design)

· Effort Certification report requirement (Issue 126, 137, 155 – functionality deficit)

· Reporting of salary changes by position (Issue 131 – process design)

· Scope of University procurement processes (Issue 133 – project scope)

· Posting A/P discounts back to cost centers (Issue 141 – functionality deficit)

· Scope of workflows for phase 1 (Issue 143 – project scope)

· Scope of E-Commerce functionality purchased (Issue 153 – software license)

· Financial/technical/equipment reporting to Grant sponsors (Issue 157 – functionality deficit)

· Budget transfers for mass salary changes (Issue 162 – functionality deficit)

· Automatic update of budget base for recurring budget changes (Issue 163 – functionality deficit)

· Budgeting for salary expenditures not funded through a position (Issue 165 – functionality deficit)

· Charging of staff benefits and the associated budget (Issue 164, 167 – process design and functionality deficit)

· Travel Expense Approval by UT employees and non-employees (Issue 170 – process design)

· Partially liquidated personnel commitments (Issue 175 – functionality deficit)

· AS/400 American Express Card system is out of scope (Issue 185 – functionality deficit)

Interfaces

The following interfaces will be developed in support of the University’s “to-be” business processes:

· An incoming interface from pre-award system to populate grants and contracts award data and budgets into R/3

· An incoming interface to load into R/3:

· Departmental transfer vouchers (e.g. Telephone Services, Graphic Arts, etc.)

· Student system transfer vouchers from certain campuses

· Paid excess financial aid vouchers from certain campuses

· Transfer voucher to distribute World Travel rebates to the departments

· An incoming interface to load cash receipts (CVs) into R/3 from certain campuses

· An incoming interface to load payables (departmental payables, unpaid excess financial aid BVs, etc.) into R/3 from certain campuses and departments

· An incoming interface to load journal vouchers from the Investments legacy system

· An outgoing interface to provide payment data for payables to external systems that provide payables data

· An outgoing interface is needed to provide master data (Chart data) for account validation to external transaction processing systems

· An outgoing interface is needed on a temporary basis to provide detail transaction data to the Legacy Business Warehouse

· An outgoing interface is needed to the legacy investment system to report transactions relating to investments

· An incoming interface is needed to the Endowment Trust Accounting system from 7/1/2001 to capture transactions relating to trust investments

· An outgoing interface is needed to the Endowment Trust Accounting system from 7/1/2001 to report transactions relating to trust investments

Conversions

Because of the many standalone systems spread throughout the University, there will be two methods of “loading” data into the R/3 System.

· Automated

The following data will be populated from other systems:

1. Commitment Items (spreadsheet)

2. General ledger accounts (spreadsheet)

3. Funds (Legacy Ledger)

4. Fund centers (Legacy Ledger Code Support)

5. Cost Centers (Legacy Ledger)

6. Projects and WBS Elements (Legacy Ledger Grant Data Base)

7. Profit Centers (Legacy Ledger Code Support)

8. Asset master data (Legacy equipment system)

9. Vendor master data (Legacy payables systems)

10. Customer Master data (Legacy Ledger Grant Data Base)

11. WBS Element Groups (Spreadsheet)

12. General Ledger Opening Balances for FY 2000 (Legacy Ledger)

13. Project cumulative costs up to 6/30/2000 (Legacy Ledger)

14. Unrestricted Plans and Budgets for FY2001 (Legacy Ledger)

15. General Ledger Totals by month for FY 2001

16. Asset values as of 4/2/2001 (Legacy equipment system)

17. Accounts receivable balances as of 4/2/2001 (Legacy Ledger Grant DB)

18. Open procurement contracts (Spreadsheet)

· Manual

The following data will be populated Manually (no legacy system):

Customer master data by branch

Land and Building Data

Accounts receivable adjustments

Certain attributes on Projects and WBS Elements

Vendors for payables received from other systems

Existing Purchase Orders
Report Requirements

Currently, the University has committed to utilizing the SAP R/3 standard reports or by utilizing the reporting tool Ad Hoc Query.  However, the University has identified some reports that will require a customized solution.  A detail analysis of these reports has begun during but will not be completed by the end of the Blueprint phase.  

SAPscript Requirements

SAPscript is SAP’s scripting language for creating output forms. Several SAPscript business forms will be required.  Specifically, the following forms will be required:

· Grant and Contract Invoices

· Purchase Orders

· Checks

· Remittance Advices

Authorizations

Authorizations are required within SAP R/3 to perform most tasks. Thus an unauthorized user cannot enter data or view specific data or information.  The Financial team has determined that authorizations to be used in the financial area will be divided into two basic types.  Firstly transaction code authorizations will be created based on specific roles to secure certain tasks. In addition to role based authorizations, value based authorizations will be created to secure access to data. For example, a user from Department B may have the same role based authorizations as a user from Department A but can be restricted from executing reports against data restricted to Department A.

Appendix

A.) Financial Team Business Process Master List
B.) Financial Team Enterprise Structure
C.) Q&A Questionnaires and CITs
D.) Conversion Documents
E.) Interface Documents
F.) Report Documents
G.) Form Documents
H.) Enhancement Documents
I.) Process Flow Charts
J.) Project Signoff Form
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