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April 22, 2025

DEPARTMENT OF ADMINISTRATION ORGANIZATIONAL CIRCULAR: 2025-026

To: All Line Departments and Agencies
From: Director of Administration
Subject: Establishment of Encumbrances

Buenas yan Hafa Adai!

DOA Organizational Circular No. 2025-004 set forth the requirement to establish “pre-encumbrances”
in the financial system. Unfortunately, compliance is limited, so further details are shown below.

The establishment of encumbrances at the earliest point in the accounting cycle is a cardinal workflow
process is governmental accounting. DOA has implemented a process to ensure that this step is looked
in the accounting system.

For the most part this workflow process is part of the procurement system. However, if the procurement
is not processed by DOA/GSA, the encumbrance is not correctly recorded until a purchase order or
contract is issued. The omission of the “pre-encumbrance” runs the danger that funds are potentially
used for two or more projects as expenditures.

Accordingly, even if not processed by DOA/GSA for a reason exempted by statute, a requisition should
be submitted to GSA so a “pre-encumbrance” can be recorded.

Such a procedure will improve the speed of recording of non-GSA purchase order or contracts since
the necessary review will already been completed when recording is required.

Your cooperation in conforming to this standard governmenta! accounting process is appreciated.

A copy of Organizational Circular No 2025-04 is attached.

Edward/M. Birn

Attachment
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October 29, 2024

DEPARTMENT OF ADMINISTRATION ORGANIZATIONAL CIRCULAR NO.: 2025-004

To: All Department and Agency Heads
From: Director of Administration
Subject: Recording of Encumbrances

Buenas yan Hafa Adai!

Recording encumbrances in a timely manner is an essential principle of governmental
accounting. It is a critical step in budgetary control, ensuring that accounts are not overspent
and serving as a cash planning tool.

The FMIS system, reflecting the need to reserve funds to achieve the above purpose, has
incorporated a “pre-encumbrance” category to take account of obligations in progress. A pre-
encumbrance (or reservation) is established by a requisition. Please ensure that all contracts
and other obligations that are not to be established by a purchase order are also recorded by
submission of a requisition to DOA/GSA. The requisition should be submitted through the FMIS
procurement module.

This requirement applies to all contracts, including contracts processed by agencies under 5
GCA §5121, and will help prevent potential budget overspends.

Si Yu'os Ma’ase.

A

EDWARD M. BIRN

' S.S-Cl'sbuth Marine Corps Drive, ITC Ballzlng, Suite 224, Tamuning, Guam 96913 ¢ P. O, Bo; ;4"20. Tamuning, Guam 95915




