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1.
APPLICABILITY:  This policy and implementing procedures apply to all Oregon Military Department (OMD) employees and authorized representatives.
2.
AUTHORITY/REFERENCE:
Oregon Department of Administrative Services,

Controller’s Division, Oregon Accounting Manual (OAM):

OAM 20.20.00.PO (Encumbrances Policy)

OAM 20.20.00.PR (Encumbrances Procedure)

OAM 15.80.00.PO (Commitments)

3.
ATTACHMENTS:

No. 1:  Contract/Agreement Entry Form FM104 
No. 2:  Contract/Agreement Entry Form FM104E 

4.
PURPOSE:  To provide policy and procedures to be used by the OMD for the tracking of obligations and the reporting of encumbrances in the State Accounting System.
5.
POLICY:  In accordance with state financial rules, the obligation of funds by the OMD of any type and in the amount of $5,000 or greater must be encumbered in the state accounting system.  The obligation of funds includes the execution of purchase orders, contracts, and agreements.

6.
PROCEDURES:

a. The Financial Administration Division (AGC) is responsible to ensure OMD obligations are encumbered in the state accounting system.

b. Obligation and encumbrance, as used in this policy are different actions.  The obligation of funds by fund managers does not satisfy the state-mandated requirements for reporting of encumbrances.

c. Fund managers must report the obligation of funds in the amount of $5,000 or greater to AGC at the time a purchase order is issued, or when a contract or agreement is signed by all parties and considered to be “effective” in accordance with state purchasing and contracting rules.

d. Change orders or modifications to previously reported obligations amending the dollar amount of the obligation, or extending the contract expiration date to the next biennium, must also be reported to AGC when they become effective.

e. Legislatively approved budgets provide OMD the legal authority to expend funds.  Fund managers must obligate all funds (general, federal, other and lottery) for which they have delegated program authority to the appropriate biennium.  For statewide accounting purposes, biennium closing occurs on 30 June of each odd-numbered year.    
f. All outstanding obligations as of 30 June, including those less than $5,000 not previously reported to AGC, must be reported by 15 July.  Obligations may be reported by one of the following methods:

(1) Record the obligation into the Advanced Purchasing and Inventory System (ADPICS).  Obligations may be entered into ADPICS and electronically forwarded to AGC.  This will be the normal manner of reporting obligations by purchase order throughout the OMD.
(2) For contracts or agreements, provide AGC a completed AGC Form 104 (Contract/Agreement Entry Form).
g. Each December 31, AGC submits a letter of Final Accounting and Settlement for all agreements and appendices, as required by NGR 5-1 (ARNG-par. 12-6.c; ANG-par. 32-6b.).  Amounts reported to USPFO include unpaid obligations previously reported to AGC by state program managers (PM).  AGC will encumber these amounts in the state accounting system, regardless of amount or type.  Undisclosed obligations may not be eligible for reimbursement.
h. All obligations, regardless of amount, should be paid from funds in the biennium in which the services are performed or supplies received.  In odd-numbered years when the biennium changes, services and supplies must be received by 30 June and the vendor paid by December 31 to charge obligations against a prior biennial appropriation.  Capital Construction contracts are not subject to the restrictions of this paragraph.  Contact AGC for guidance on reporting Capital Construction obligations.

7.
Questions regarding the appropriate use of funds, the reporting of obligations to AGC, or the recording of encumbrances by AGC should be addressed to the Financial Administration Division at 503-584-3875.
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