
Legislative Fiscal Office Emergency Board – September 2018 
 

Analysis 

Item 35: Military Department 

Internal Controls Over Grant Management 

 
Analyst:  Julie Neburka 
 
Request:  Acknowledge receipt of a report on the Office of Emergency Management’s analysis of 
internal controls over management of its federal grants. 
 
Analysis:  Oregon’s Office of Emergency Management (OEM) is responsible for managing over $180 
million in federal grants in a given biennium.  A 2013 federal audit found that OEM was charging 
overhead costs to its federal grants in the absence of a federally-approved indirect cost allocation 
plan.  In addition to the immediate steps the agency took to address the audit findings and to 
develop and implement an indirect cost allocation plan, the Legislature approved the following 
budget note in HB 5201 (2018): 
 

The Oregon Military Department - Office of Emergency Management (OEM) is directed to 
assess and update OEM’s processes, policies, and practices for internal control over grants 
management, separate from and in addition to any external financial or programmatic audits 
currently underway. The updated practices should align to the Internal Control-Integrated 
Framework as updated in 2013 by the Committee of Sponsoring Organizations of the 
Treadway Commission (COSO). The Military Department is to undertake immediate action to 
correct any identified deficiencies. The Military Department is directed to submit a quarterly 
progress report to the Legislature at each meeting of the Emergency Board in 2018. The 
Military Department is directed to provide a final written report on the assessment and 
corresponding updated processes, policies, and procedures to the Joint Committee on Ways 
and Means during the 2019 legislative session, prior to consideration of the agency’s budget 
for 2019-21. 

 

The agency first reported in May 2018 that after determining that it did not have the internal 
resources and expertise to conduct the required assessment, it contracted with an independent 
certified public accounting firm to conduct the analysis, test the agency’s internal controls over 
grants management, report its findings, and make recommendations for improvement.  OEM reports 
that work began in June 2018 and has been focused on reviewing existing policies, procedures, desk 
manuals, and prior audit reports; interviewing grants management staff and developing workflow 
charts; and evaluating the internal controls that exist in the agency’s current work processes.  
 
Issues identified to date include lack of a grants management system, duplicative and/or non-
standardized processes, and staffing levels and responsibilities relative to workload.  Next steps will 
include a review of completed grant files, field work to evaluate the agency’s monitoring of grant 
subrecipients, and management review.  OEM will present its final report in January 2019, prior to 
legislative review of its 2019-21 budget. 
 
Legislative Fiscal Office Recommendation:  Acknowledge receipt of the report. 



Department of Administrative Services 35-i September 26, 2018 
 

35 
Oregon Military Department 

Lisper 
 

 
Request:  Report on the status of assessing and updating the Oregon Military Department 
(OMD) processes, policies, and practices for internal control over grants management, separate 
from any external financial or programmatic audits currently underway, as directed in a House 
Bill 5201 (2018) Budget Note.   
 
Recommendation:  Acknowledge receipt of the report. 
 
Discussion:  House Bill 5201 (2018) included the below Budget Note directing OMD to assess 
and update the Office of Emergency Management (OEM) processes, policies, and practices for 
internal controls over grant management.  
 

Budget Note:  
The Oregon Military Department - Office of Emergency Management (OEM) is 
directed to assess and update OEM’s processes, policies, and practices for internal 
control over grants management, separate from and in addition to any external 
financial or programmatic audits currently underway. The updated practices should 
align to the Internal Control-Integrated Framework as updated in 2013 by the 
Committee of Sponsoring Organizations of the Treadway Commission (COSO). The 
Military Department is to undertake immediate action to correct any identified 
deficiencies.  
 
The Military Department is directed to submit a quarterly progress report to the 
Legislature at each meeting of the Emergency Board in 2018. The Military 
Department is directed to provide a final written report on the assessment and 
corresponding updated processes, policies, and procedures to the Joint Committee on 
Ways and Means during the 2019 legislative session, prior to consideration of the 
agency’s budget for 2019-21. 
 

The Budget Note specifically requests the Department's updated practices to be in alignment 
with the Internal Control-Integrated Framework, as revised in 2013 by the Committee of 
Sponsoring Organization of the Treadway Commission (COSO). In 2018, OMD is to submit a 
quarterly progress report to the Legislature each time the Emergency Board meets. A final 
written report will be submitted to the Joint Committee on Ways and Means during the 2019 
Legislative Session.  
 
The OMD conducted an internal assessment of OEM’s practices and determined OEM did not 
meet COSO standards as outlined in the Budget Note. The agency contracted with Powers CPA, 
LLC in May 2018 and commenced work on the project in June 2018.  
 
To date, key accounting and program staff in the Mitigation and Recovery and Operations and 
Preparedness sections have been interviewed. The contractor continues to gather background 
data and is in the process of discovery and analysis.  The contractor is in continual 
communication with OMD staff regarding the ongoing progress of the assignment. The 
Department expects to provide a more comprehensive report during the December 2018 meeting 
of the Emergency Board. 
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