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AUDITS RESPONSE REPORT 
 
 
 
 
To ensure the Governors’ Budget complies with the requirements of ORS 297.100, agencies 
must report on the status of implementation of action plans in response to the Audits Division 
audit findings and recommendations. The Audits Report does not have a prescribed format but 
should identify any Secretary of State audits currently being conducted and include a brief 
description of the scope of the audit (if known). In addition, provide a written summary of 
responses to any financial or performance audits completed by the Secretary of State since 
February 2020.  
 
Report on work completed to date and provide any updated information on agency actions or 
proposed actions to respond to audit findings and recommendations. This report must identify 
any new or enhanced funding or savings included in the agencies budget (base budget as well as 
agency request budget) as a result of implementation of audit findings or recommendations. 
Additionally, identify any policy packages in the Agency Request Budget that are intended to 
address audit findings and recommendations from completed audits, regardless of when the 
audit occurred.  
 
Audits since February 2020: 
 
1. Secretary of State 2023-15 dated 4/28/2023: Oregon Needs to Modernize Cannabis Laws to 

Help Grow the State’s Economy and to Ensure Equitable Opportunities and Benefits for all 
Communities 
 The objectives of this audit were to: 

 To identify business equity challenges within Oregon’s existing cannabis regulatory 
framework and how the state can address them. 

 Determine how Oregon may address social equity issues within the Oregon cannabis 
industry. 

 Recommendations included reforming rules that were in place to avoid federal intervention, 
gathering demographic data on cannabis licensees, and assessing the moratorium’s impact 
on those most negatively impacted by the prohibition of cannabis. 

 Management agreed with all recommendations, and implementation is in progress.  
 

2. Secretary of State FY2021 Statewide Single Audit Report dated 7/5/2022. 
 The audit identified one significant internal control deficiency: 

 2021-008: Month-end transfer process from the Liquor Control fund to the General 
fund resulted in inappropriately transferring more to the General Fund than statutorily 
required. 

 The letter recommended strengthening internal controls to ensure the accounting systems 
reconcile and the appropriate amount is being transferred to the General Fund each month.  

 Management agreed with the recommendation, and has hired a temporary Accountant 3 to 
help bring the agency process up-to-date. Once current, an OLCC staff member will be 
handling reconciliations on a routine basis. 
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3. Secretary of State 2020-36 dated 11/10/2020: Oregon Has an Opportunity to Modernize 
Groundbreaking Bottle Bill on Its 50th Anniversary 
 The audit objective was to determine if opportunities exist to increase state revenue through 

the collection of unreturned bottle deposits. 
 Audit recommendations included ensuring compliance with unclaimed property laws and 

crafting legislation to modernize the Bottle Bill. 
 Management agreed with all recommendations. During FY22, the agency worked to draft 

rules for SB 1520, which contained several provisions to modernize the Bottle Bill. For 
example, wine in cans is now eligible for deposit refunds.  

 
4. Secretary of State FY2020 Statewide Single Audit dated 11/9/2020. 
 The audit identified two significant internal control deficiencies: 

 2020-011: Liquor agent inventory audits were not being completed every 6-12 
months as targeted by agency management. 
 2020-012: User system access was not adequately documented or regularly 

reviewed for appropriateness. 
 Management agreed with all recommendations. Since the audit, the agency has increased 

the number of liquor store audits and assigned an Office Information Systems team 
member to review access and usage of multiple OLCC systems quarterly.  

Audits prior to February 2020 related to OLCC Policy Option Packages: 

5. Secretary of State Audit 2019-23 dated 5/29/19 was a follow-up to SOS audit #2018-07 
regarding OLCC Cannabis Information Systems 
 15 of 17 recommendations were partially or fully implemented, with 2 recommendations 

(implementing change management processes and documenting disaster recovery plans) 
deferred while the replacement licensing system is developed, and while the state data 
center move is completed.  OLCC’s disaster recovery plan will need to incorporate 
elements of the disaster recovery plan developed for the state data center. 

 
6. Secretary of State Audit 2019-04 dated 1/25/19:  

Oregon’s Framework for Regulating Marijuana should be strengthened to better mitigate 
Diversion Risk, and Improve Laboratory Testing 
 The audit scope covered both OLCC and OHA processes; and included 8 OLCC 

recommendations, and 9 OHA recommendations. 
 Management agreed with all 8 OLCC recommendations. 

 
OLCC Policy Option Packages (POPs) addressing Audit Findings or Recommendations 

 
POP POP Description Audit Reference Helps Address Audit Findings / 

Recommendations 
303 IT Risk Mitigation:  

The 23-25 Legislatively 
Approved Budget 
(LAB) recommended: 
One Information 
Specialist 8 System 

SOS 2019-23, 
Recommendations 
4, 6, 8, 9, 11, 15   

• Develop and implement policies 
and procedures for effectively 
monitoring software as a service 
vendors to ensure they are 
meeting security and hosting 
requirements defined in contracts 
and service level agreements. 
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POP POP Description Audit Reference Helps Address Audit Findings / 
Recommendations 

Administrator, Risk 
Mitigation and  
One Principal Executive 
Manager D Information 
Compliance Officer 
 

• Establish processes for granting 
and reviewing access to the 
Marijuana Licensing System and 
the Cannabis Tracking System. 

• Update and test OLCC’s 
information security plan to 
ensure the plan reflects the 
agency’s current business and IT 
environment. 

• Establish a process to maintain an 
up-to-date inventory of authorized 
hardware and software allowed on 
OLCC’s network. 

• Develop and implement a process 
to scan for vulnerabilities on 
devices on the network. 

• Develop and implement a process 
to remediate weaknesses 
identified in risk assessments and 
audits, and routinely evaluate and 
assess the agency’s security 
posture. 

307 Financial Services 
Staffing:  
The 23-25 Governor’s 
Budget requested: 
One Budget & Fiscal 
Manager 2 
------------ 
POP 307 was not 
approved in the 2023-25 
Legislatively Adopted 
Budget. 

FY 21 Statewide 
Single Audit, SOS 
2021-008  
 

• Strengthen internal controls to 
ensure the accounting systems 
reconcile and that the appropriate 
amount is being transferred to the 
General Fund each month. 
 

413 Marijuana Lab Integrity 
Package:  
The 23-25 LAB 
recommended: 
• A Natural Resource 

Specialist 4 
• A Regulatory 

Specialist 
• A Compliance 

Specialist 2 
• Expenditure 

authority to spend 

SOS 2019-04, 
Recommendations 
14, 15, 17 

• Update test result tracking 
requirements for subcontracted 
tests to ensure the results can be 
directly traced in Metrc to the lab 
that performed the specific test. 

• Require that all marijuana 
certificates of analysis be stored in 
Metrc, where they can be 
reconciled with the reported lab 
test results. 

• Work with ORELAP and the 
Legislature to ensure appropriate 
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POP POP Description Audit Reference Helps Address Audit Findings / 
Recommendations 

$250,000 of its own 
revenue to conduct 
random and targeted 
safety testing of 
cannabis products 
being sold to 
consumers within 
Oregon 

and sufficient staff coverage to 
better monitor lab practices and 
review test result data. 

414 Marijuana Licensing 
and Compliance 
Package.  The Agency 
Request Budget 
included 8 
positions,7.04 FTEs, 
totaling $1.9 million 
expenditure limitation.  
----------- 
POP 414 was not 
approved in 2023-25 
Legislatively Adopted 
Budget. 

 
 

SOS 2019-04, 
Recommendations 2 
and 4 

• Continue to develop baselines, 
dashboards, and other data 
monitoring practices, such as 
setting reasonableness thresholds 
to help identify higher risk 
marijuana transactions. 

• Establish inspection frequency 
goals and metrics and determine 
how many inspectors are needed 
to meet those goals. If the current 
number of inspectors is too low, 
work with the legislature to identify 
additional funding options. 
Periodically reassess inspection 
goals and metrics, and whether 
the number of inspectors aligns 
with them. 

418 Oregon Department of 
Agriculture (ODA) Lab 
Funding LC: 
------------- 
The 23-25 LAB 
approves using 
$2,281,689 in marijuana 
license fees to fund part 
of the ODA reference 
lab. 

SOS 2019-04, 
Recommendation 
17 

• Work with ORELAP and the 
Legislature to ensure appropriate 
and sufficient staff coverage to 
better monitor lab practices and 
review test result data. 
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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 

January 23, 2024 

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 2023 Management letter, | have included the 

tables below regarding the Oregon Liquor and Cannabis Commission (OLCC) responses. 

Corrective Action 

transfers and 

distributions 

to ensure the 

accounting 

systems reconcile 

and that the 

appropriate 

amount is being 

distributed to 

cities and 

transferred to the 

General Fund 

within the 

required 35 days. 

already begun the 

work to address 

this finding. 

address this finding 

by June 30, 2024. 

Planned & Name of Contact 

Management Anticipated Person Responsible for 

Finding Recommendation Response Completion Date Corrective Action 

Strengthen |Commission OLCC agrees with |OLCC will Kailean Kneeland, 

controls over |management the implement the OLCC Chief Financial 

statutorily should strengthen |recommendation |approprate controls|Officer 

required internal controls jand the agency has |Jand procedues to 
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Corrective Action 

Planned & Name of Contact 

Management Anticipated Person Responsible 
Finding _|Recommendation Response Completion Date | for Corrective Action 

Ensure Commission OLCC agrees with |OLCC will ensure |Kailean Kneeland, 

timely management the audits are OLCC Chief Financial 

completion |should complete |recommendation |scheduled forthe |Officer 

of agent agentinventory jand the agency agents who were 

inventory __|audits for all has already begun |not audited within 

audits agents that the work to the last fiscal year 

haven’t had one Jaddress this and the 

within the last 12 |finding. appropriate 

months as soon procedures are 

as possible. documented by 

Management June 30, 2024. 

should also 

ensure controls 

are documented 

in formal written 

procedures. 

If you have any questions or need any additional information regarding these responses, please 

let us know. 

Craig Prins 

Executive Director 

Oregon Liquor and Cannabis Commission 

CC: Rob Hamilton, SARS Manager 

Tara Wasiak, OLCC Deputy Director 

Kailean Kneeland, OLCC Chief Financial Officer 

Jean-Aime Polneau, OLCC Financial Reporting & Accounting Manager 

Nicole Pexton, OLCC Internal Auditor
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Oregon 
Tina Kotek, Governor 

March 23, 2023 

Kip Memmott, Director 

Secretary of State, Audits Division 

255 Capitol St. NE, Suite 180 

Salem, OR 97310 

Dear Mr. Memmott, 

Liquor & Cannabis Commission 
9079 SE Mcloughlin Blvd. 

Portland, Oregon 97222-7355 
503-872-5000
800-452-6522

www.oregon.gov/ olcc 

This letter provides a written response to the Audits Division's final draft audit report titled: 

"Oregon Needs to Modernize Cannabis Laws to Help Grow the State's Economy and to Ensure 

Equitable Opportunities and Benefits for all Communities." 

Thank you for the opportunity to provide a response and share more about the agency's 

successes and deep expertise as a national leader in the cannabis regulatory space-all of which 

are relevant to the findings in this audit. 

The mission of the OLCC is to support businesses, public safety, and community livability 

through education and the enforcement of liquor and marijuana laws. Since Oregon voters 

legalized recreational marijuana in 2014 with Measure 91, the OLCC has been dedicated to 

building a regulatory system that is highly adaptable to the changing needs of the bourgeoning 

marijuana industry while protecting consumers. To that end, agency staff worked closely with 

legislators and industry for nine years on appropriate and necessary adaptations to prepare the 

state for opportunities and respond to emerging issues. Agency leadership is dedicated to 

continuing along this trajectory as well as taking an open posture to new policy concepts and 

regulatory approaches. 

As noted in the audit report, the Cole Memorandum has been rescinded. However all of the 

points addressed in the memo remain in ORS 475C, the Oregon state law that directs the 

agency's work. Put differently, the Cole Memorandum guidance and regulatory framework 

therein remains the backbone of Oregon's recreational marijuana laws. Thousands of 

collaborative conversations with industry stakeholders, legislators, and other jurisdictional 

authorities as well as partner agencies formed the basis of the OLCC's comprehensive 

regulatory framework for adult-use marijuana. The commission continues to engage licensees 

and other stakeholders in annual revisions to our rules and policies to better support licensees, 

their businesses, and Oregonians. Whether or not the current federal government 

administration considers the Cole Memo regulatory guidance a guiding light, it remains OLCC's 

responsibility to maintain a regulated system. Moreover, as the audit identifies, marijuana 
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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 

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, I have included a table 
below regarding the Oregon Liquor and Cannabis Commission (OLCC) response.   

Finding Recommendation

Original 
Management 

Response
Corrective Action 

Planned

Name of Contact 
Person Responsible for 

Corrective Action
Need to 
implement 
cash 
receipting 
procedures 
to ensure 
checks are
safeguarded,  
properly 
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).

Implement cash 
receipting 
procedures to 
ensure checks are
safeguarded, 
properly tracked, 
and accounted for 
in the financial 
records in 
accordance with 
state policy
(OAM 
10.10.00.PR.101; 
OAM 
10.20.00.PR.124).

OLCC agrees with 
the 
recommendation.

OLCC will 
implement the 
approprate 
procedues to 
ensure compliance 
with state policy by 
March 31, 2023.

Kailean Kneeland, 
OLCC Chief Financial 
Officer
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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 

2025-27 Audits Response  Page  16



2025-27 OLCC Ways & Means Reference Documents 

Page | 17 
 

 

Description of how recent changes to agency budget and/or management flexibility affected 
agency operations.  

The OLCC has undertaken a number of changes to create savings, contain costs, and create 
efficiencies that have affected agency operations. Those are the following: 

Agency Actions to Create Savings, Contain Costs and Create Efficiencies  

• IT Enterprise Modernization   

• Replacing legacy warehouse management system  

• Replacing legacy liquor ordering systems  

• Implementing a statewide point of sale system for consistent and real-time sales 
and inventory data 

• Completed online Privilege Tax system to file beer and wine taxes  

• Online liquor and marijuana licensing system  

• Partner with ODA for efficient regulation of hemp and marijuana  

• Utilize in-person, hybrid, and telecommuting implemented during the pandemic to reduce 
space needs for personnel in the new headquarters  

• Using existing office space at PSOB over building new space when vacant space is 
already available 
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Description of workforce challenges, including the impact to agency operations and services 
and additional costs incurred (e.g., overtime, contracted staffing).  

The agency’s greatest workforce challenge is managing our Build, Move, Modernize, and Roll 
(BMMR) initiative within our existing staffing levels. 
 
Over the last 90 years, we have built a well-regulated system for the distribution and sale of distilled 
spirits. We are now entering the tenth year of doing the same thing for our state’s cannabis 
businesses and consumers. The benefits of the Oregon Way are numerous. Every year, it generates 
hundreds of millions of dollars to support schools, parks, health care and other vital needs in 
communities across our state. It supports small businesses and local entrepreneurs while offering 
consumers fair prices and more choice. Finally, our system also provides critical resources in the 
fight to prevent and treat alcohol and other substance abuse. It’s a system Oregonians are rightly 
proud of. It is also a system in need of generational upgrades. For example, our warehouse, which is 
the centerpiece of our distilled spirits distribution center, dates back to the Eisenhower 
Administration. It regularly operates above capacity which impedes our ability to serve our 
customers and support local distillers and manufacturers. 
The Governor’s Proposed Budget provides us with the funding we need to modernize our warehouse 
and undertake the other projects that will ensure our ability to deliver the level of service 
Oregonians deserve for decades to come. 
 
We are also implementing a strategic plan that will maximize efficiency and attract and retain the 
talented individuals that make the OLCC run. With this plan and our current level of staffing in 
place, we believe we can sustain our modernization push. However, we do not have the same 
confidence that we can deliver if we sustain cuts to staff. The modernization of the Oregon Way is a 
heavy lift and we need all hands on deck. For that reason, the agency is focused on keep our 
staffing levels steady. If we can, we will deliver on the Build, Move, Modernize, and Roll (BMMR) 
initiative.  
 
There is additional information regarding the BMMR below: 
 
Agency Projects: Build, Move, Modernize, and Roll (BMMR): 

• New Warehouse & Material Handling/Conveyor System 

• IT Modernization (Cannabis Alcohol Management Program & Distilled Spirits Supply 
Chain) 

• Move current agency Headquarters to Portland State Office Building (PSOB) owned 
by DAS 
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10% Reduction Options 
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Long Term Vacancies 
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Other Funds Ending Balances 
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