Interdepartmental Business Overview

Internal Department Business refers to business done between Commonwealth departments.  Departments must be authorized to act as Buyers or Sellers within the Massachusetts Management Accounting and Reporting System, (MMARS).  The Buyer and Seller Departments work together to create the Internal Encumbrance (IE), document.  The IE identifies where the money is transferred from, by including the Buyer’s accounting information.  

Once the Seller department performs billable services or delivers goods to the Buyer department a bill is created by the Seller.  It is referred to as an Internal Transaction Initiator.  It identifies the Seller department’s accounting information so that the Buyer department knows where to transfer funds and it provides a figure for the amount of the bill.  The Buyer department makes the actual payment using the Internal Transaction Agreement, (ITA).  
Buyers are required to make payment on undisputed bills within 30 days from receipt by completing the ITA. 

Internal Department Business includes communication between the Buyer and Seller departments at each step in the process.  It also requires departments to monitor their files for documents awaiting their attention.

Internal Department Business -The Set Up

The Seller

Certain departments are legislatively authorized to sell goods or services to other state departments.  The Departments providing the goods or services are known as Seller Departments (also referred to as “Authorized Chargeback Departments).  Before an Internal Encumbrance can be entered, the Seller Department must be approved to use an Internal Vendor code, and have an approved revenue source code for IE business (may not use other revenue source codes).  Applications for an internal vendor code are NOT made through the VCC (Vendor Customer Create) process, but rather requests are made through “Chargeback Department Authorization Form”.
All authorized Seller/CHBK departments will be assigned an Internal alpha Vendor Code that appears as follows:

1. The first four letters  “ISELL”. 

2. The next letter will indicate the legal basis for the chargeback: “B” (budgetary); “S” (statutory) or A for (administrative) 

3. The next three letters identify the service identifier (for example, Bureau of Computer Services charges will be “BCS”

4. The last three letters identify the authorized Seller Department.
The Buyer
Seller departments receive authorization to act as Sellers.  This authorization also identifies whom they may sell to.  These are the Buyers.  The Buyer and the Seller would have entered into an agreement for service prior to the Seller Encumbering. 

All Buyer Departments will use the same Customer Code: INTDEPTBUYER
Internal Department Business - The Encumbrance Internal Encumbrance (IE)

The Internal Encumbrance is completed in three phases:

1. Create IE Shell - Seller Department Responsibility

2. Complete IE Shell with Accounting Information - Buyer Department Responsibility

3. Final Review of IE Shell - Seller Department Responsibility

Create IE Shell - Seller Department Responsibility
Seller departments are required to provide an estimate of the cost of proposed chargeback performance in order to allow a Buyer department to encumber (set aside) sufficient funds to cover the performance.  Seller departments may not provide performance until the Buyer has completed the encumbrance (IE) or the Seller is not assured of payment.  Therefore, Sellers should initiate IEs as soon as possible prior to beginning performance.
An Internal Encumbrance Shell (IE) is the encumbrance document used.  The IE document is initiated by the Seller Department, the accounting information is completed by the Buyer Department, and then the Seller department retrieves the completed IE Shell and submits the IE to Final status completing the encumbrance..  

The IE Shell information includes the IE estimated amount for the cost of the proposed chargeback and the Object Code used for goods or services.  Once the Seller completes the IE Shell, they notify the Buyer Department via email, which includes the document identification number. 
The Seller Department should create a Document Identifier Number that easily identifies the service being provided.  

Illustrated is a suggested Document Identifier Number for computer services:

· IE (MMARS Document Code)

· OSC (Dept MMARS Code Buyer ) 

· COMPSERVBCSITD200501 (20 character ID number)

Internal Department Business - The Encumbrance

Complete IE Shell with Accounting Information - Buyer Department Responsibility

Buyer departments are required to complete an IE shell with the accounting information necessary to encumber sufficient funds prior to the start of Seller performance, or if performance is needed immediately, within sufficient time to enable timely payment of the first bill (ITI) for chargeback performance.  In no event may the Buyer delay encumbering the IE for longer than 30 days from the Seller’s submission of the IE for completion.

The period within which the Buyer is required to complete the IE encumbrance (not to exceed 30 days begins to run once an IE has initiated by the Seller department.  Therefore, the Buyer Department must establish internal controls to ensure that the Document Catalog is reviewed daily to identify IEs that have been issued to the department for completion.  The Buyer department should not wait to receive an email from the Seller department to initiate the IE in the event the email is not received.

Final Review of IE Shell - Seller Department Responsibility

The Seller department has created an Internal Encumbrance Shell.  The Buyer department has been 

alerted of the existence of the shell though its daily review of the Document Catalog for pending IEs 

and via an email from the Seller.

Internal Department Business - The Encumbrance

The Buyer department has reviewed the information on the shell and added their accounting information. This notifies the Seller of where to take the funds from the Buyer’s account to pay for the goods or services provided. The Buyer department has also reviewed the amount of the IE and if there was any disagreement over the amount, has negotiated a final figure with the Seller department.  It is now time for the Seller department to give the IE a final review before submitting it for processing.  Seller departments are required to review the Document Catalog daily to identify IEs that have been completed by Buyers and are ready for final submission.

Internal Department Business - The Bill

The Internal Transaction Initiator (ITI) is not only a bill, but it also allows the Seller Department to establish the revenue source where the Buyer department will transfer funds when it is time to pay for the goods and/or services that were provided.  The only revenue source that may be used by the Seller for an ITI is the alpha revenue source code approved for the chargeback as part of the chargeback approval process.

The Buyer Department has already identified where funds will come from:  Prior to initiating an Internal Transaction Initiator (ITI), the Seller Department and the Buyer Department have created an IE, (Internal Encumbrance).  The IE is the encumbrance document that has set aside the money to be used in paying bills for performance delivered and accepted.  It identifies the accounting information the Buyer Department will use to pay the Seller Department.  It assures the Seller Department that the money has been set aside for the services.
The Seller Department identifies where the Buyer should send the payments by entering the ITI into MMARS:  The ITI is created and validated by the Seller department and it sets up the fund/revenue source that will receive the funds when the Buyer pays their bill.
It is recommended that the ITI Document Identifier number be the same as the IE. Illustrated is a suggested Document Identifier Number for computer services:
ITI (Buyer Dept MMARS Code)  (MMARS Document Code) OSC COMPSERVBCSITD200501 (20 character ID number) If more than one bill is issued during the fiscal year it is recommended that you follow the following sequence:

ITI  (Buyer Dept MMARS Code)  (MMARS Document Code) OSC

COMPSERVBCSITD050101 (05 = FY; 01 = Acct Period; 01 = Bill Number)

The Seller should notify the Buyer via email that the ITI is complete.  The email must include the ITI document number to enable the Buyer department to locate the ITI quickly.  Sellers are responsible for tracking ITI activity to ensure timely payment.  

Internal Department Business - The Payment

The Internal Transaction Agreement (Payment) (ITA) enables a Buyer department to complete the payment process.

Prior to this document the Buyer and Seller departments have negotiated the completion of the Internal Business Estimate (IE).  The IE encumbered money in the Buyer’s account to reserve for payment of goods or services ordered from the Seller.  It identified where this money would be transferred from, by including the Buyer’s accounting information.  

Next the Seller department performed billable service or delivered goods to the Buyer department.  The Seller created the Internal Transaction Initiator (ITI) to accomplish two tasks:  To identify the Seller department’s accounting information so that the Buyer department would know where to transfer funds:  To provide the Amount of the bill. This figure must be transferred from the Buyer’s account to the Seller’s account. 

Now it is time to complete the Internal Business processes by having the Buyer department make the actual payment using the (ITA), Internal Transaction Agreement (Payment) document.
Buyers are required to make payment on undisputed bills within 30 days from receipt by completing an ITA.  If a bill is incorrect, the Buyer must immediately notify the Seller of the error so that the Seller can edit the ITI with the correct bill/amount.  Disputes must be timely resolved, or the Seller will have the right to seek assistance from the Office of the Comptroller.
Actions Performed by the Buyer

1. Locate the Original ITI Document (Seller emailed ITI Document Identifier Number to Buyer)

2. Create an ITA using the ITI and Copy Forward Action

3. Complete Remaining ITA Fields

It is recommended that you use the same numbering convention as the IE and ITI documents for the Document Identifier Number.

The 30-day period within which a Buyer must initiate payment through an ITA begins to run once an ITI has been submitted to final status by the Seller department.  Therefore, the Buyer Department must establish internal controls to ensure that the Document Catalog is reviewed daily to identify ITI bills that have been issued to the department for payment.  The Buyer department should not wait to receive an email from the Seller department to initiate the ITA payment in the event the email is not received.  Internal Exchange Transactions (IETs) are limited to certain statewide contracts with mandated payments (for example, Unemployment Insurance, Unemployment Health Insurance and Medicare Tax).  IETs are limited to use by CTR or other departments approved by CTR and do not require completion by Buyer Departments.  

Internal Department Business - Tracking Internal Business

Central Revenue: Level 3 Page (BQ82LV3) in MMARS Allows the Seller to:

· Track Collected Revenue from Buyer Departments 

· Monitor Payment Activity

For more detailed information complete the Interdepartmental Business eLearning modules.
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