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Objective of this RFP

The Account Receivable/Account Payable (AR/AP) Facility defines the interfaces, and their semantics, that are required to enable interoperability between AR/AP systems and general ledgers, sales and purchasing systems, and other distributed objects and applications for accounting purposes.

This RFP solicits proposals for the following:

•

AR/AP  Facility

For further details see Chapter 6 of this document.

1.0 Section 1

2.0 Section 2

3.0 Section 3

4.0 Section 4 

5.0 Section 5

6.0 Specific Requirements on Proposals

6.1 Problem Statement

Proposals are solicited for the definition of interfaces for a universal, AR/AP ledger which meets two top-level, conceptual requirements:

· External integration -- address the requirements and expectations for AR, AP and cash ledgers in an Internet environment, in which the transaction creation, management and settlement cycle is increasingly automated and interconnected with 3rd parties and intermediaries.

· Internal integration with other applications within the enterprise, for example, the FDTF applications http://www.omg.org/homepages/fdtf/index.htm 

6.1.1 External integration

All individuals and businesses have external balances.  These balances include accounts receivable from customers, accounts payable to suppliers and various financial liabilities and assets such as bank accounts and borrowings.

The human resources spent on administering, communication, billing, reconciliation, and settlement of interparty balances in western countries is certainly above 10 million person years per year.  Commercial banking itself consists largely of mechanisms for correct and secure interparty balances.  The lack of standardization in managing interparty balances also imposes logistical costs such as printing, postage, and driving to banks.

The entries within any external balance have common properties.  These properties are universal and inherent.  The universal attributes of an external transaction entry in the subject’s books may include the following list.

1. identity of the party (e.g. customer or supplier)

2. amount of money, 

3. date and time the transaction was concluded or executed,

4. description of what was exchanged ( e.g. string, document,  document reference or XML message.), 

5. due date (expectations regarding date of settlement), and

6. settlement method (expectation regarding bank, settlement agent or method)

This RFP includes within its scope, support for common XML vocabulary for representing an AR/AP transaction, and transporting it among widely disparate systems.  

6.1.2 Internal integration

For purposes of this RFP, an AR/AP system is defined as that basic view or information system for maintaining, managing, paying or collecting debts, or discovery and resolving differences in amount with respect to external parties, during or after the execution of a transaction.

Internal integration is within the software environment of the enterprise in which the efficiency of applications for selling, purchasing and other operations are not compromised by the fact that receivables collection, payables settlement and other balance sheet operations are performed centrally within a single AR/AP system.  In a successful integration, users of those applications have complete and timely views of the state of payables and receivables settlement which are essential to operation.  Conversely, the AR/AP system has complete and timely knowledge of the payables, receivables and other balance sheet actions executed by users on various operating applications.

AR and AP systems, historically, have interoperated very closely with software applications involved in selling, purchasing, cash management, and inventory. The imperative for near-real time integration has historically resulted in tightly bound and monolithic architectures.  Introduction of changes, such as new selling or purchasing applications, or systems for B2B commerce, into these proprietary environments has been costly, difficult and error prone.  

The lack of standardization in managing external party balances imposes costs beyond software or IT costs, to include rigidities in people’s activities and roles, rigidities in organizational structure, inability to take advantage of new vertical and horizontal business solutions, and loss of access to markets both in sales and sourcing. 

This RFP solicits proposals for an AR/AP foundation as forward and backward compatible as possible, and with the greatest possible prospects for incremental adoption alongside existing accounting systems, e.g. as a sub-ledger.  

6.1.3 Shared Transactions

It is relevant that at the moment of execution of any transaction, there are two sovereign owners of the six items of data listed in 6.1.1 above.  There are no major legal or cultural barriers preventing the sharing of views of these databy both parties within a single system, for example a hub or exchange or the system of one of the parties.  This RFP solicits proposals which facilitate shared views of data. Such architecture may also enable parties to submit entries or adjustments to balances as drafts or offers to the other party, and distinguish such adjustments from original amounts and accepted adjustments

6.1.4 Resolution of business differences

It is also relevant that at the moment of consummating a transaction, the amounts and consideration are sometimes ambiguous.  It is inherent in the operation of many markets that these invalid or open contracts are created and ultimately must be adjusted or canceled after the fact, within AR/AP systems.  Proposals are solicited which provide least-common-denominator interfaces or usage models which facilitate the finding, correction and resolution of business differences between parties to transactions. 

Note this requirement is in the business domain and can never be achieved purely by automation, reliable messaging and so forth.   Differences in quantity, pricing, and qualities of the product or services are the cause of most differences between buyer and seller AP and AR.  See below, “borders”.

6.1.5 Levels of aggregation

Proposals are solicited which provide solutions, either in automation or in usage models, for the problem between parties having mutual payables and receivables in systems which store them in different levels of aggregation. For example, some parties have historically maintained AR/AP records as Customer or Supplier accounts containing only Statement totals, or containing only Invoice totals, while maintaining large numbers of line items or details in sub-systems not accessible to the AR/AP system.  As a result, automation of reconciliation with  these companies at the detail level is a problem.  Numerous side effects arise in these situations such as credit/debit memos at inappropriate levels of aggregation. 

Solutions are solicited which apprehend these problems in aggregation, and apprehend the best existing applications and practices in AR/AP that prevent these legacy parties from wrecking the rest of the world’s AR/AP processes. Submitters shall ensure their AR/AP solution provides the minimum necessary support for applications and practices addressing aggregation differences.

6.1.6 Small and Medium Business (SMB) enablement

No AR/AP facility can hope to accomplish widespread auto-reconciliation of inter-party balances unless it can talk to small businesses.  SMBs are the source and/or destination of the vast majority of transactions in the economy.  This RFP solicits responses that are economically feasible for small businesses.

Figure 1 describes the relationship of a system providing AR/AP services to other software systems in the enterprise.  The labeled arrows in Figure 1 identify nominal flows of information into and out of the AR/AP system.
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Figure 1: Overview of AR/AP System Interfaces
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The terms below define Figure 1.  These definitions are intended only to aid in the understanding of the services requested by this RFP. Submitters are free to alter these definitions as needed to clarify the intent of their submissions.

A Sales System is any device or system used by the business entity to record a sale of services or products, or which results in revenue or receivable assets in any form. It includes systems which result in cash, credit card receivables or any form of monetary obligation including foreign currencies, micropayments, digital cash, or other monetary assets.   

Sales systems may include any form of internet Business Service Provider (BSP), web storefront host, billing system, or exchange which concludes sales transactions or generates receivable assets in the course of selling any real and non-financial thing on behalf of the business entity

A Purchasing System may be any device or system used by the entity to record a purchase of any asset, service or product, or which results in any type of expense or external payable in any form. It includes systems which result in transfers or remittances of cash, credit card obligations or any liability or outbound transfer of value in micropayments, digital cash, or other medium, in the course of purchasing real and nonfinancial things.

Purchasing systems include any form of supply chain interaction, internet Business Service Provider (BSP), purchasing portal, or exchange which commit the company in any quantifiable financial liability, in the course of purchasing something. 

An AR/AP Ledger is that system which records and maintains those discrete amounts by which the entity’s mutual balances with external parties changes during the course of business, i.e. as transactions are executed.

An AR/AP Ledger does not include within its scope, behaviors or interfaces that are in the nature of a Sales System or Purchasing System.

A settlement system is any payments system, cash receiving system, settlement system, book entry system, treasury or intercompany system or application that reassigns one asset or liability for another (other than contexts of buying or selling anything real.)  In other words, a settlement system performs balance sheet transfers, and the other systems impact the income statement.  These distinctions are not crucially important in the design of AR/AP but are provided to explain some common classes of applications.  See Mandatory Requirements, below

A General Ledger is an instance of OMG’s GL facility which is either a subledger or the entity’s master general ledger. The GL is the primary information system for financial, statutory and tax reporting, and fiscal accountability and control.

The purpose of this RFP is to provide standards for interfaces that support the nominal information flows into and out of the AR/AP system from any and all the above applications.

6.1.7 Master GL 

Small and medium businesses often use a single, integrated software product for the following requirements, rather than multiple products or systems, for these purposes:

1. Financial reporting under generally accepted accounting principles (GAAP),

2. Tax reporting (income, sales, VAT etc.),

3. Cash balance, retrospective and forecasted cash flow reporting, 

4. General fiscal control and internal control, and

5. AR collection and AP payment.

These requirements become problematic to achieve whenever the SMB has any business system outside of their monolithic accounting package.  As a result, most businesses stay within the functionality of their chosen package, and vertical business applications are generally provided by all accounting system vendors in very similar ways.  This requirement for integration now impedes any incremental adoption of internet-based sales, purchasing, and settlement systems. 

The problem is the lack of a standard GL and AR/AP model, and a lack of a consistent boundary between the core (GL-AR/AP), and the selling and purchasing systems.

6.2 Specification style

6.2.1 Applying ISO RM/ODP viewpoints

The experiences from the OMG General Ledger facility has shown that it is useful to specify more than the required computational viewpoint (OMG IDL) from the ISO/IEC 10746, Reference Model of Open Distributed Processing (ODP), but also to provide an informative enterprise viewpoint (finance/99-02-01) and information viewpoint. (finance/99-02-02 ) Proposals are encouraged to provide UML models describing the AR/AP facility from the RM/ODP enterprise and information viewpoints.

6.3 Scope of Proposals Sought

6.3.1 This RFP seeks responses that identify the external interfaces, relationships and semantics, that are required for accounting and business application interoperability with AR/AP systems.  

The key concepts of an AR/AP Ledger are defined as follows:

· AR/AP Ledger – A superset of the OMG General Ledger including all of its interfaces, but having further extensions necessary to provide a permanent repository of transactions executed with respect to external parties, and to achieve the other goals in section 6.1.7


· Transaction – (see GL facility, p. 16, transaction information) - a balanced set of two or more entries (debits and credits) to a general ledger or AR/AP ledger.


· AR/AP entry – a discrete amount, together with its associated reciprocal party identifier, transaction date, description, expected settlement date and method, and XBRL type or account code.


· Posting – The act of committing an individual transaction consisting of a balanced set of two or more entries (debits and credits) to a general ledger or AR/AP ledger.


· Account – An attribute of a transaction entry (row), which classifies that entry with any valid value in the Chart of Accounts list. The values in the chart of accounts may be statutory classifications for tax or financial reporting, but are usually short or mnemonic values which support additional purposes in workflow, transaction validation, reporting, etc.


· XBRL type – A statutory GAAP classification established by regulatory agencies; which in the US, is a value from the XBRL taxonomy for Commercial and Industrial companies.

6.3.2 This RFP does not seek proposals for other financial and accounting applications such as:

· General Ledger,

· Purchasing,

· Invoicing, 

· and other similar applications.

However, proposals must define how other applications (such as those mentioned previously) could interface and interoperate with the AR/AP Facility.

6.3.3 This scope of this RFP is limited exclusively to the AR/AP component of the Roadmap of  OMG’s Financial Domain Task Force. (finance 98-12-07) The “AR/AP system” identified in 6.1 is properly a “AR/AP services provider”.  That is, this RFP solicits interfaces to any system that provides those services, regardless of what it is called and what other services it may provide.

The scope of proposals shall cover, but are not limited to the following:  

· The interfaces required to support interoperability of AR/AP applications with independently developed GL, sales/purchasing, and AR/AP systems.

· How to create, read, update and delete transactions and entries in the AR/AP ledger.

This RFP solicits interface proposals to support the following information flows identified in Figure 1:

· Post transaction – requests to the AR/AP service to store a new external balance entry, i.e. asset or liability, together with its associated credits and debits forming a balanced entry.

· Update result codes (negotiation state) – the order creation, fulfillment and settlement transactions within a commercial transaction pattern (business process) are usually separated in time.  The atomic transactions themselves are also inherently asynchronous since they involve third parties.  This RFP invites proposals that update result codes on transactions as well as groups of transactions, when delivery and/or business acceptance becomes known from third parties to transactions after the original posting.

· Report – return 0 or more transactions or entries (rows) meeting various criteria, to include summary and detail reports by party, by account, by date range, by status (outstanding or not outstanding), and by settlement method and due date, in addition to the existing functional interfaces provided in the General Ledger facility upon which this RFP is derived. 

For this RFP, the interfaces shall be specified with the expectation that the AR/AP system is the “server”, and some other system is the client.  That is:

· Where information is fed into the AR/AP system, the model to be supported is “push” — the client system initiates the transfer; and 

· Where information is obtained from the AR/AP system, the model to be supported is “pull” — the AR/AP system is the server and it responds to requests for that information.

Submissions may address other cooperative flow models as well.  For example,  an emerging pattern of ecommerce is an unposted transaction batch.  The AR/AP ledger may be used as a generalized inbox for purchase orders and sales orders arriving from untrusted sources, similar to postal mail.  The Small /Medium Business might accept delivery of incoming purchases and sales into AR/AP in an unposted status pending manual approval. 

6.4 Relationship to Existing OMG Specifications

The AR/AP Facility may (at the submitter’s option) reuse or depend upon the following existing OMG technologies.  Submitters shall discuss relationships to these OMG specifications in their submissions.

· General Ledger Facility

· Currency Facility

· Event Service

· Security Service

· Transaction Service

· Notification

· Party Management Facility

6.5 Related Documents and Standards

· OMG’s Organization Structure Facility RFP and submissions

· ebXML, the Electronic Business XML of OASIS and UN/CEFACT

· XBRL, the Extensible Business Reporting Language

· Financial Domain Task Force Roadmaphttp://www.omg.org/homepages/fdtf/finance_roadmap.htm
· UDDI (Uniform Discovery, Description and Integration initiative)  http://uddi.org/ 
· XML Schema (W3C)

· XML Namespaces

· Uniform Resource Names (URNs) http://www.ietf.org/html.charters/urn-charter.html
· Uniform Resource Identifiers (URIs) IETF rfc 2396

· International Accounting Standards Committee (IASC) standards

· Generally Accepted Accounting Principles (GAAP)

· Common Facilities RFI #2 (Financial Services) Responses

· Reference Model for Open Distributed Processing (RM-ODP)

· OAGIS integration specification of the Open Application Group Inc. (OAGI)
6.6 Mandatory Requirements

6.6.1 Proposals shall provide a sufficient level of description of interfaces and behaviors to allow for independently developed accounting applications (including legacy) to interoperate using submitted AR/AP interfaces.

6.6.2 Proposals shall provide views of the balances and details of AR/AP  transactions as they existed at any specific point in time.

6.6.3 Submissions shall incorporate classic double entry accounting (CDEA) as the basic semantics of representing transactions.  CDEA is the system of recording transactions in two or more offsetting debits and credits, which add up to zero, with each row having date/time and account classifications necessary for statutory GAAP and tax reporting (generally accepted accounting principles). 

6.6.4 Submissions shall support interfaces that enable roll-up.   For purposes of this requirement, roll-up is defined as the summarizing of multiple rows of AR/AP into aggregates along at least two dimensions (i.e. group-by queries). These dimensions will include summaries by party ranges (customer or supplier), by date ranges, and by party ranges by date ranges as a minimum.


6.6.5 Settlement – Submissions shall support a rich and complete manifest (remittance advice) at the time of executing settlements.  In other words, the core AR/AP system must contain details, or references to details, of products and services associated with the AR or AP with the complete granularity that reasonably exists in the business domain, and be capable of providing completely granular information to the AR/AP user, and manifest accompanying a payment or settlement when necessary.

6.6.6 Submissions shall be a logical superset of OMG’s General Ledger facility, or provide explanation why OMG’s GL facility was not used.  Any submissions not based on OMG’s GL facility shall explain how the five purposes of a master GL (Financial reporting, Tax reporting, Cash balance/cash flow management, Fiscal control/internal control, and administering settlement of AR/AP. (6.1.7 above) are achieved by the submission.


6.6.7 Submissions shall support a system of coding and classification of transactions sufficient to enable financial reporting under Generally Accepted Accounting Principles (GAAP), for example mapping transactions or account Ids in the chart of accounts,  to XBRL classifications

6.6.8 Interfaces shall be specified with the expectation that the AR/AP system is the “server”, and some other system is the client.  That is:

· Where information is fed into the AR/AP system, the model to be supported is “push” — the client system initiates the transfer; and 

· Where information is obtained from the AR/AP system, the model to be supported is “pull” — the AR/AP system is the server and it responds to requests for that information.

6.6.9 Submissions shall support party roles, identifiers or structures which unambiguously support the distinction between AR and AP items for the same party not having right of offset (netting), but which are not bound to particular roles (or names of roles) such as Customer or Supplier..

6.7 Optional Requirements


The Model-Driven Architecture (MDA) approach under discussion in OMG will be able to support platform independent models that can be mapped onto various platform specific models. This RFP is issued before a new RFP-template with a revised section 5 for General Requirements following a MDA approach has been developed. The mandatory requirements for this RFP are therefore based on the existing RFP-template. Submitters are, however, encouraged to follow a MDA (Model Driven Architecture) approach. This will make it easier to create a future MDA-conformant version of the AR/AP facility, after a formal OMG establishment of the MDA-approach with a corresponding RFP template. It may also result in valuable input to the process of establishing MDA.

6.7.1   Proposals may follow a model driven architecture and provide


· a platform-independent UML model of the facility (PIM),

· a platform-specific model (PSM) based on the UML profile for CORBA, and

· platform-specific models (PSM) for other technologies. Of particular relevance is the technology model of ebXML (i.e. the exchange of business documents derived from registry of core components using SOAP messaging), and a mapping to XML business documents using XMI

6.7.2 Proposals may provide UML models describing the AR/AP facility from the RM/ODP enterprise and information viewpoints described in ISO/IEC 10746, Reference Model of Open Distributed Processing

6.7.3 Proposals may provide for consolidated reporting from multiple AR/AP ledgers.   Even though consolidation is not required by the majority of AR/AP users, it is sometimes performed in multi-company enterprises (often by manual procedures due to lack of systems integration). 

6.7.4 Proposals may provide for the passing of individual transactions or batches of transactions across frontiers to/from third parties or settlement agents, banks, etc. as a message format for B2B commerce.  


6.7.5 Proposals may provide for interparty transmission of AR/AP ledger rows for consolidation or roll-up into reciprocal party books.  Such proposals  may define the rules for switching of the subject/object context of the consolidated rows.  For example, debits may become credits, originating and reciprocal party fields may be reversed, and account codes may be reversed under unambiguous rules.

6.7.6 Proposals may provide for localization of the AR/AP ledger with respect to statutory requirements, natural languages, and local accounting practices.

6.7.7 Proposals may provide interfaces to support the representation of customized AR/AP processing rules which may include GL rules, disbursement rules, transfer payee rules, reporting rules, costing/labor distribution rules, gross-up rules, custom calculation formulas, and retro pay rules.  Proposals may also consider this internal to the AR/AP process and not a necessary external interface.

6.7.8 Proposals may provide interfaces to support the input of tax rules to the AR/AP facility. Proposals may also consider this internal to the AR/AP process and not a necessary external interface.

6.7.9 Proposals may provide interfaces to support the “real-time” AR/AP-processing model where all AR/AP calculations are made continuously based on the availability of data.

6.7.10 Submissions may provide solutions for associating the related transactions of business collaborations, as defined in the ebXML Business Process workgroup

6.7.11 Submissions may provide models which support multiple namespaces or agencies' party ID lists, e.g. DUNS numbers, industry syntax such as telephone billing numbers, etc.  Submissions may support frameworks such as UDDI whitepages, ebXML addressing, or W3C namespaces or URNs as solutions for global Party Id schemes

6.7.12 Reciprocal party views - A reciprocal party is any party with respect to whom the AR/AP ledger maintains a balance (e.g. trading partners) . Submissions may provide interfaces which enable reciprocal parties to view their balances and entries in the AR/AP ledger, without compromising the privacy of transactions they are not a party to.

6.8 Issues to be discussed

6.8.1  Submissions shall discuss support for other standard general ledger models or vocabularies, or explain why the data elements or interfaces in those models are not supported.  The existence of a particular data element in more than one of the other GL models creates some presumption that that element is widely required in a GL.  “Other GL models” include, EDIFACT structures for general ledger, and OAGIS PostJournal BOD.  In addition, the submission shall discuss support any general ledger structure or spec that may emerge from XBRL or ebXML Core Components prior to the submission.


6.8.2
Accounts payable and receivable transactions are based on commercial and legal models that are very widely understood.  The EWG of ASC X12 and UN/CEFACT is the agency responsible for maintaining definitions of most data elements in accounts payable and receivable.  At date of this RFP, this responsibility had been delegated to the Core Components workgroup of the ebXML.   Submissions shall document the relationship to these models.


6.8.3 Security and integration with the OMG Security Service, and the requirement for additional security services, models or profiles.

6.8.4 Time and time zones.

6.8.5 Considerations for integration of legacy systems implementing AR/AP interfaces. This includes interoperability with compliant (OMG) and non-compliant (wrapped) systems.

6.8.6 Relationships and dependencies with respect to other OMG or non-OMG technologies.

6.8.7  Submissions shall state whether any accounting period "close" operation is implemented.  Submitters shall discuss how the mechanism operates


6.8.8  Submissions shall state whether any data cleardown / purge operations are supported.  Submitters shall discuss how the mechanism operates.

6.8.9 Proposals shall discuss in detail the semantics for any use of XML and its relationship to the CORBA standards in this specification.

6.8.10 Submitters shall discuss relationships to the OMG specifications in their submissions, as described in section 6.4.

6.8.11 The exchange of transactions with third parties normally takes place within within a business process framework such as Rosettanet PIPs, ebXML business process schemas, or TMWG UMM.  Submissions shall describe their relationship to such frameworks.

6.8.12

Submitters shall discuss mechanisms provided in the submission to enable the AR/AP system or its users to administer payables and receivables with external parties when the third party  AR/AP system maintains items and balances at varying levels of aggregation described in 6.1.5

6.9 Evaluation Criteria

The contents of this RFP establish the criteria for evaluation of AR/AP Facility submissions.  Submissions will be evaluated by the AR/AP Evaluation Team of the OMG’s Financial Domain Task Force (FDTF).  The Evaluation Team will consist of a small group of interested OMG member organizations.  The evaluation will be based on the stated mandatory and optional requirements, as well as, the other stated and referenced requirements of this RFP.

6.10 Other information unique to this RFP


Submitters shall include all information related to their submission that may not have been called for in the requirements of this RFP but are important in understanding or implementing the specification.

6.11 RFP Timetable

The timetable for this RFP is given below.  Note that the TF may, in certain circumstances, extend deadlines while the RFP is running, or may elect to have more than one revised submission step. The latest timetable can always be found in the Member Services section of OMG’s Web page (URL http://www.omg.org/)
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