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HCM | Span of Control Counts by Company 09:41 AM

. g 03/22/2023
(Company or Supervisory Organization Page 1 of 1
Selection)
Effective as of Date and Time: 03/15/2023 12:00:00.000 AM
Company: Oregon Liquor & Cannabis Commission
Include Subordinate Organizations: Yes
Company Supervision Category Filled Vacant Total

Oregon Liquor & Cannabis Commission  Non-Supervisory 327 67 394
Oregon Liquor & Cannabis Commission  Supervisory 26 7 33
Total 353 74 427

State of Oregon Proprietary and Confidential. For authorized use only.
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Oregon

Kate Brown, Governor

September 16, 2022

Karen Williams, Statewide Financial Compliance Analyst
Statewide Accounting and Reporting Services (SARS)
155 Cottage Street NE
Salem, OR 97301

Dear Karen:

Liquor and Cannabis Commission
9079 SE Mcloughlin Blvd.
_Portland, Oregon 97222-7355
503-872-5000

800-452-6522
www.oregon.gov/olcc

In response to your inquiry, | have included a table below regarding the status of the prior year
audit findings from fiscal years 2020 and 2021 at the Oregon Liquor and Cannabis Commission

{OLCC). .
Original Management
Finding Management Original Corrective Reported | Response Update {as
& Finding | Recommendation Response Action Planned | Progress | Status of 09/16/2022}
2021~ |Strengthen|Strengthen OiCCagrees with  |Within the 2022 Finding |Partial A temp. has been
008 conirols  linternal controls  [the fiscal year, the has been |corrective jworking on the annual
over to ensure the recommendation. |reconciliation partiaily {action reconcifiations since he
statutorily |accounting The reconciliation |process should be |[resolved. jwas started in May 2022,
required |systems reconcile [process should be |conducted monthly. taken. He has completed data
transfers [and that the conducted and Thereisstilia entry and reconciled
appropriate monitored on a concern of many differences
amountis being  [regular basis within |continued staffing through FY 2020 and is
transferred to the |a 12-month period. [shortages. Inan currently working on
General Fund The COVID effort to expedite FY 2021. OLCC plansto
each month. pandemic and siaff |this compietion continue using a temp.
shortages have OLCC is working in this role until the
severely curtailed  |with a temporary reconciliations are
the agency's ability [agency to hire an caught up.
to perform routine [Accountant 3 to
reconciliations help bring the
recenty. agency pProcess up-
to-date. Once
current, an OLCC
staff member will

be handling this on
a routine basis.

1{Page



formal written
procedures.

after the busy
holiday season.

Original Management
Finding Management Original Corrective Reported | Response Update {as
# Finding | Recommendation Response Action Planned | Progress | Status of 09/16/2022)
2020- |Ensure Complete agent  |OLCC conducted Partial correciive  |Finding  |Partial Pariial corrective
011 timely inventory audits  |284 audits during  |action taken, has been |corrective |action began, but the
completio {for all stores that |FY21, an increase of |continue work to partially jaction agency has fallen
n of agent |haven't had one in|60 stores {26.8%)  |complete workon  |resolved. lwas further bahind since
inventory |the last 12 months jover FY20 with only {this finding. taken. COVID continued to
audits as soon as eight stores impact our abiiity to
possible. We also remaining that perform audits. Some
recommend were not audited in stores outside of the
management FY21. We will focal area that were
ensure control continue to audit scheduled called at the
processes for our stores through last minute saying
apent audits are  |mid-November and employees had COVID
documentedin  [restartin January and they needed fo

close and didn"t want
10 put anyone at risk.
We have not yet seta
policy to include the
risk based factor of
these audits, but that is
something OLCC will be
considering. Currently
there are 31 stores
that have gone beyond
a twelve month audit

periad.

2|FPage




usage. Results of the
imonitoring are
communicated to the

the CFO. OLCC will
update our policy te
align with this new
practice.

include both access and

Birector of Finance and

Original Management
Finding Management Original Corrective Reported | Response Update (as
# Finding | Recommendation Response Action Planned | Progress | Status of 09/16/2022)
2020- (Swengthe |Perform regular, QLCChasassigfre&an Partial corrective  Finding |Corrective |Beginning for the
012  |n controls |periodic system gfﬁf“ [“{;’;‘S‘;“:“ action taken, hasheen [actionwas \quarter ending
A ems M . take
over accessreviews to my:mber o review, continue work to  [resolved. A 12/31£2021, OLCC has
system ensure the quarterly, accessand | Comiplete work on been sending two
CCess continued usage to the following |this finding. guarterly audits to
appropriateness |OLCC systems: Agent
G?P P o sisar | RoveRte Mamapcment managers each qu_arter
SR (ARM]), Daily Sales, {one based on logins
access. We also Merchandising and one on
recommend Business, Non-Budget permissions only).
{management Vouchers (NBV),
update their Financials, and Oregon
Mosetoal Liquor Agent Services.
P(‘) ey i £n The first quarierly
with their review was performed
decisions for in November 2020.
meeﬁng ﬁle Duxing FY 2021, 01LCC
1 reviewed usage for
Cﬂm}'(} the above-mentioned
objectives. systems based on
logins but did net
review overall access.,
The quarterly reviews
in the future will

If you have any questions or need any additional information please let me know.

Respectfuily,

Kailean Kneeland
Chief Financial Officer
Oregon Liguor and Cannabis Commission

cc: Nicole Pexton, OLCC Internal Auditor
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Shemia Fagan Secretary of State
Cheryl Myers Deputy Secretary of State, Tribal Liaison

Kip Memmott Audits Director

February 8, 2023

Steven Marks, Executive Director
Oregon Liquor and Cannabis Commission
9079 SE McLoughlin Blvd.

Portland, Oregon 97222

Dear Director Marks:

We have completed audit work of selected financial accounts at your department for the year ended
June 30, 2022. This audit work was not a comprehensive financial audit of the commission, but was
performed as part of our annual audit of the State of Oregon’s financial statements. We audited
accounts that we determined to be material to the State of Oregon’s financial statements.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements of the State of Oregon as of and for
the year ended June 30, 2022, in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, we considered the department’s internal control over financial reporting as a basis for
designing auditing procedures that are appropriate in the circumstances for the purpose of expressing
our opinion on the financial statements of the State of Oregon, but not for the purpose of expressing
an opinion on the effectiveness of the department’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the department’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit the
attention of those charged with governance.

Our consideration of internal control was for the limited purpose described above and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not
identified. Given these limitations, during our audit we did not identify any deficiencies in internal

255 Capitol St. NE Suite 180 (503) 986-2255

Salem OR 97310 sos.oregon.gov/audits




control we consider to be material weaknesses. However, as discussed below, we identified a certain
deficiency in internal control that we consider to be a significant deficiency.

Significant Deficiency

Criteria: OAM 10.10.00.PR.101; OAM 10.20.00.PR.124

Department management is responsible for ensuring internal controls are adequate to provide
reasonable assurance that cash and check related transactions are properly controlled. Specifically,
related to cash handling, state policy requires mail to be opened by two designated persons.

During inquiries regarding mail delivery and financial services processes, department management
stated that at the main office incoming mail was opened, and contents examined by a single person as
standard practice. Initially, mail is split open, sorted, and distributed to applicable financial staff. Mail is
then opened and undergoes an additional sorting by a second individual prior to processing.
Department procedures do not align with state policy for dual custody of cash and checks, and there
were no compensating controls in place to ensure all checks received in the mail were recorded.

We recommend department management implement cash receipting procedures to ensure checks are
safeguarded, properly tracked, and accounted for in the financial records in accordance with state

policy.

Other Issue

During the course of our audit, we became aware of the following matter that is considered an
opportunity for strengthening internal controls. This matter does not require a written response from
management.

OAM 10.15.00.PO states that transaction processing controls should be designed to ensure all valid
transactions are recorded with none being omitted and that transactions are recorded in the proper
accounting period. The commission issued bonds in fiscal year 2022. During review of cash for fiscal
year 2022, we noted the commission recorded the cash received from bond issuance, however several
off-setting entries related to the bond liability and payment of issuance costs were not recorded, or
were not recorded correctly.

Prior Year Findings

In prior fiscal years, we reported significant deficiencies related to the commission’s completion of
agent inventory audits in a letter dated November 9, 2020 and certification of statutory transfers in a
letter dated February 2, 2022. These findings can also be found in the Statewide Single Audit Reports
for the fiscal year ended June 30, 2020 and June 30, 2021. See Secretary of State audit report numbers
2021-13 and 2022-18, finding numbers 2020-011 and 2021-008, respectively. During fiscal year 2022,
the commission partially corrected each finding by continuing to perform agent audits and by
performing prior year reconciliations to bring the process current. These findings will be reported in the
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Statewide Single Audit Report for the fiscal year ended June 30, 2022, with a status of partial
corrective action taken.

The above significant deficiency, along with your response for the finding, will be included in our
Statewide Single Audit Report for the fiscal year ended June 30, 2022. Please prepare a response to
each finding and include the following information as part of your corrective action plan:

1. Your agreement or disagreement with the finding. If you do not agree with the audit finding
or believe corrective action is not required, include in your response an explanation and
specific reasons for your position.

2. The corrective action planned.
3. The anticipated completion date.
4, The name(s) of the contact person(s) responsible for corrective action.

Please provide a response to Michelle Searfus by February 16, 2023 and provide Rob Hamilton,
Statewide Accounting and Reporting Services (SARS) Manager, a copy of your Corrective Action Plan.

The purpose of this letter is solely to describe the scope of our testing of internal control and the result
of that testing, and not to provide an opinion on the effectiveness of the department’s internal control.
This communication is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the department’s internal control. Accordingly, this letter is not suitable for
any other purpose.

We appreciate your staff’s assistance and cooperation during this audit. Should you have any
questions, please contact Michelle Searfus, Audit Manager or Katie Hull, Senior Auditor at
or

Sincerely,
i 34 Secnctn ) te, e D

cc Will Higlin, Deputy Director
Kailean Kneeland, CFO
Cathy Watson, Financial Services Assistant Director
Nicole Pexton, Internal Auditor
Paul Rosenbaum, Commissioner Chairman
Berri Leslie, Interim State Chief Operating Officer, Department of Administrative Services
Robert Hamilton, SARS Manager, Department of Administrative Services
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Liquor & Cannabis Commission
9079 SE McLoughlin Blvd.

Portland, Oregon 97222-7355
503-872-5000

800-452-6522

www.oregon.gov/olcc

Oregon

Tina Kotek, Governor

February 13, 2023

Michelle Searfus, Audit Manager
Secretary of State

255 Capitol Street NE, Suite 180
Salem, OR 97310

Dear Michelle:

In response to Secretary of State’s Fiscal Year 2022 Management letter, | have included a table
below regarding the Oregon Liquor and Cannabis Commission (OLCC) response.

tracked, and
accounted for
in the
financial
records in
accordance
with state
policy

(OAM
10.10.00.PR.1
01; OAM
10.20.00.PR.1
24).

accordance with
state policy
(OAM
10.10.00.PR.101;
OAM
10.20.00.PR.124).

Original Name of Contact
Management Corrective Action [Person Responsible for

Finding Recommendation Response Planned Corrective Action
Need to Implement cash  [OLCC agrees with  |OLCC will Kailean Kneeland,
implement |receipting the implement the OLCC Chief Financial
cash procedures to recommendation. |approprate Officer
receipting ensure checks are procedues to
procedures [safeguarded, ensure compliance
to ensure properly tracked, with state policy by
checks are and accounted for March 31, 2023.
safeguarded, |in the financial
properly records in




Thank you for your consideration

Sincerely,

/) .

Steve Marks
Executive Director
Oregon Liquor and Cannabis Commission

CC: Rob Hamilton, SARS Manager
Kailean Kneeland, OLCC Chief Financial Officer
Nathan Rix, OLCC Deputy Director
Nicole Pexton, OLCC Internal Auditor



