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DEPARTMENT OF AGRICULTURE

KEY TAKE-HOME MESSAGES

» Strategic plan focuses on program and service delivery

* ODA structure reflects the dlverS|ty of agrlculture in
Oregon D .

* Culture of compliance
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Agency Organizational Chart
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» Soil & Water Conservation
Districts Program




OREGON::

DEI

PARTMENT OF AGRICULTURE ="-.~'_1

0DA Staff by Location

ODA provides services across the state with field staff
based in strategic geographic locations.

® hstorc Budgeted positions: 527

North Plains @ Warren Hermiston @ Milton-Freewater
BHiIIsboro @ Hood River Stanfiel ¥
:Tu“v:lr:'tza Portland ..The Dalles A lioggleton .W%wfu .
; S Gresh nterprise
Tillamook Siwol phes 8;'“90 Dufur @ Heppner ® Josep
McMinnville Doyton  Oregon Cify Union
@ Salem g’ esltl timn S @ Halfway
Toledo M‘"; @ Spray @ Baker City
® @ Albany  MO'% @ Madras
Newport (orﬁllis @ Culver ® @ Hereford
@ Monroe Redmond@® @ Prineville Canyon City Ontario
Eugene
V&m . Springfield @ Sand o .| ®
Vale
Burns Drewse
@ Oakland @ Hines Y
@ Coos Bay @ Sutherlin
Coquille@® @ Roseburg : @ Princeton
® @ Myrile Creek @ Silver Lake .
Myrtle Point g, o5t pass Jordan Valley
I(luguaIR;ver @ Paisley
enfral Point
@ Beatty
® xs"iﬂfﬂu'g Klomath Falls Lakeview 3
Brookings Williams ® ®Bononze " @ @ adel Fields

Note: Larger circles reflect multiple cities in the region, not quantity of employees.
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MISSION, VISION, AND CORE VALUES

Mission
Ensure healthy natural resources, environment, and economy for Oregonians now and in the
future through inspection and certification, regulation, and promotion of agriculture and food.

Vision

The Oregon Department of Agriculture remains able to serve the changing needs of Oregon’s
diverse agricultural and food sectors to maintain and enhance a healthy natural resource base
and strong economy in rural and urban communities across the state.

Core Values

* Honesty, integrity, and fairness

* Diversity, equity and inclusion

» Respect for people and property

* Practical collaborative approaches to problem solving

» Science-based approaches: technical and professional competence
 Transparency

*  Quality customer service



A OREGON DEPARTMENT OF AGRICULTURE
STRATEGIC PLAN OBJECTIVES | 2018-2023

= o Achinwe aputatiohal objectives ind gosts
* Provide quality work products and secvicos

v Rajse awatenens of oppartunities Within Gragon agricuftiune
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OREGON AGRICULTURE FACTS & FIGURES

7/\ 39% of

QOregon
@ farmers
percent of farms e

are family-owned

34,200
Oregon
farms’

of all Oregon
exports are
agricultural

#1 commodit{y
greenhiouse &
nursery protiucts?

$351 million
organic ag

® @
$16 billion ﬂ @
ag processing
13.8% of Oregon
jobs are related to

agricultural industries

Marion County 0
#1 ag production More than 100
farmers markets
in the state

$144.5 million ey
f_?olrnlrnedrgrall | A e

1 A farm is dafined as any &':am from which S = IR S
£2,000 of agrictiltural prodcts were produced
and sold er normally would have been solfd.
2 Based on 2017 estimaie from the Oregoen Department of Agriculture,
Sources: United States Department of Agriculture (USDAJ-NASS Census of Agriculture (2012) and Cerlified
Organic Survey (2016); Oregon Farmiet s Market Association, Or@gun State Universily Extension Sivvice Rural
Studies Program (2015); Oregon Departrnent of Fish and Wildlife Commuercial Fish Landings (2017).




OREGON

DEPARTMENT OF AGRICULTURE

DUHGENESS
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PROGRAM AREAS
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MARKET ACCESS &
CERTIFICATION PROGRAM

¥ — -

iy ¥ T __'-!‘f,?-_rﬁ kY




OREGON::

DEPARTMENT OF AGRICULTURY:

MARKET ACCESS &
CERTIFICATION PROGRAMS

* |ncrease economic viability of Oregon’s agriculture, food
and beverage sectors by:

o Supporting local, domestic, and international
business needs of local companies

* |nspect, audit, and certify Oregon agricultural products to
meet marketplace expectations
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LOCAL MARKET SUPPORT

« Farm to School Program

o
FARM
OSCHOOLE

——-—“-

e Administer USDA grants
o Specialty Crop Block Grant Program
o National Organic Cost Share Reimbursement Program
o Farm Direct Nutrition Program

* Price negotiations: provide a safe harbor for

growers/fishermen and dealers/processors USDA

—
 Women in Agriculture Competition _
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2019 WOMEN FARM TO FOOD
BUSINESS COMPETITION

— 2 www.Oregon.gov/ODA
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DOMESTIC MARKET SUPPORT

» Create opportunities through tradeshows:
o Natural Products Expo West
o Fancy Foods

 Collaborative promotions:
o Dungeness crab promotion — Houston, TX

» Assist Oregon companies
o Machinery and Equipment Certification
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DEPARTMENT OF AGRICULTURE

INTERNATIONAL MARKET SUPPORT

« Market Access — open foreign markets to Oregon
products

» Market Development— promote Oregon products through
education and advertising

o USDA Agricultural Trade Promotion (ATP) program
o WUSATA

o Director’'s Trade Missions
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INSPECTIONS, AUDITS, AND CERTIFICATIONS

» Provide voluntary, third-party verification and certification
export certificates

* (Certificates of free-sale

* Develop and offer official ODA sampling and testing on
products to meet market demand
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FOOD SAFETY MODERNIZATION ACT (FSMA)
FSMA crosses three ODA Program Areas

* Produce Safety — Market Access and
Certification

« Feed Rule — Animal Health

* Preventative Controls — Food Safety
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FOOD SAFETY & ANIMAL H

FALTH PROGRAM
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FOOD SAFETY & ANIMAL HEALTH
PROGRAMS

» Assure a safe, and properly labeled food product supply
through technical assistance and regulation

 Prevent, control, and eliminate diseases harmful to
livestock, poultry, and humans

* Provide livestock identification services

« Regulate sale and distribution of commercial feeds
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PROTECTING THE FOOD SUPPLY

* |nspect and license food processors and retail food

establishments to ensure sanitary conditions
o “Risk based” inspection program

* Provide technical assistance to start-up food companies
to ensure compliance with food safety regulations and
guidelines
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PROTECTING TH.

(CONTINUED)

& FOOD SUPPLY

« Coordinate with the Oregon Health Authority and the
FDA to investigate foodborne illness and conduct

product recalls

» Operate monitoring

and testing programs for dairy

products and shellfish to allow for interstate and
international shipment
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FOOD SAFETY INSPECTION BACKLOG
PROGRESS TO DATE

= Low
m Medium
= High

SEP OoCT NOV
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PREVENT, CONTROL AND ELIMINATE
ANIMAL DISEASE

e Track interstate health and movement of livestock and to
prevent outbreaks in Oregon

» State Veterinarian partners to identify disease risks and
strategies to maintain Oregon’s disease free status

» Health Laboratory partners to complete diagnostic work

* Oregon Veterinary Emergency Response Team (OVERT)
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ODA/OVERT DEPLOYM ENT — CAMP FIRE
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22 personnel deployed to Butte County, CA

ODA, OVERT, OSU, Washington County, Josephine County,
Jackson County, Oregon Humane Society,

Rogue Valley Humane Society

_—
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LIVESTOCK IDENTIFICATION

* Provide livestock identification services

o Register approximately 11,000
brands

* Inspect over one m|II|on cattle at the
point of sale

o Country inspections
o Livestock auction markets

» Assist law enforcement with theft
investigations
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COMMERCIAL FEED

Provide consumer protection

o License and inspect commercial animal feeds

o License facilities that manufacture, wholesale, or register
commercial animal feeds

o Investigate possible cases of illness associated with
feeds

o Provide technical assistance regarding the
manufacturing, sales and distribution commercial feed

Participate in national policy animal feed discussions
Association of American Feed Control Officials
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PLANT PROTECTION & CONSERVATION PROGRAMS
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PLANT PROTECTION & CONSERVATION
PROGRAMS

* Protect agricultural economy and natural resources by
preventing the introduction of invasive species (pests,
plant diseases, and weeds)

« Early Detection Rapid Response to invasive species

* |Implement biological control for established invasive
pests

* Promote and enhance agricultural market access due to
pest-free status

* Protect threatened and endangered native plants
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PREVENT INVASIVE SPECIES

Adopt and enforce plant protection quarantines

Focus on early detection to guarantee pest-free status for
market access:

o Installed 28,000 traps with 20 remote controlled photo traps

o 28 Invasive Pests surveys for 125 target species

o Implemented 140 Invasive Noxious Weed projects
Maintain the noxious weed list and “100-Worst List”

o Helps prioritize statewide noxious weed control activities

Improve invasive species outreach in collaboration with
OISC
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JAPANESE BEETLE UPDATE

Eradicating largest Japanese beetle (JB) infestation in
Oregon’s 74-year history in NW Portland

2017: caught 23,000 JB in 500 acre treatment area
2018: caught 17,500 JB in 1,000 acre treatment area

Oregon is considered Category 1 state due to JB-free status

Portland treatment costs approximately $4M and counting
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JAPANESE BEETLE TRAP CATCH MAP

.&Fproxlmaély 17,667 Total Beetles CBughURecorded as of 11/08/18
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CERTIFYING PLANT PRODUCTS AS
DISEASE AND PEST FREE

* Help secure domestic and international market access

* New inspection and certification techniques for nursery
products and Christmas trees

 (Collaborated with and trained Mexican authorities to
facilitation Oregon Christmas tree export
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PROTECTING RARE PLANTS

» Collaborate with federal and state agencies, other non-
federal public land managers, tribes, hon-profit
organizations, private businesses, and citizens to
conserve Oregon’s rich native plant diversity

* Develop methods to protect, recover and reintroduce
threatened and endangered plants

* Monitor and track threatened plants and factors that
limit rare species recovery
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HEMP GROWTH IN OREGON
Eadistration Growers Handlers Acres
Year
2015 13 13 105
2016 83 66 1,200
2017 246 189 3,000
2018 584 212 11,754
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NATURAL RESOURCE PROGRAMS
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NATURAL RESOURCE PROGRAM

* Prevent pollution from agricultural activities and
protect water quality

* Regulate sale, distribution, and use of pesticide and
fertilizer products

» Protect Oregon agricultural land use for future
generations

* Minimize adverse impacts of agricultural activities on the
environment

* Represents needs of agricultural sector for water to
allow the industry to remain an economic driver
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WATER QUALITY

Administer Oregon’s program to prevent and control
nonpoint source pollution from agriculture

Implement through Strategic Implementation Areas
(SIAs) and interagency Coordinated Streamside
Management

Respond to complaints and agency observations
Coordinate with Soil and Water Conservation Districts
Water Core Team coordination
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STRATEGIC IMPLEMENTATION AREAS

Strategic

Implementation Areas

- Hood River County

1] - Lower Abiqua Creek
. 3}.\_/ / - Molalla-Pudding French Prairie
] Narth SanHam AgWQM A
9 j - Marion County
ool e 12 - Lower South Fork Walla Walla River,
e W Cache Hollow-Walla Walla River
= ) - Walla Walla AgWQMA
p - Umatills County
J‘/ ™~
g 13 - Neil Creek
}‘\ w\f\"_f‘ N  Inland Rogue AgWQMA
. //-"-
5y (""q,_ 18- Lower Narth Fork Nehalem River

- Jackson County
3 / y - North Coast AgWQMA

- Clatsop and Tillamook countirs
P ' 15 - Anderson Creek-Nehalem Bay

- North Coast Ag\WWQM A
- Tillamook County

. e
=T _\WDF\ O -Bw.z:.,::w;;wa:.,\

|
. 7] Town of McBee-Birch Creck, McKay
Reservoir-McKay Creek, Sfrwan Crecks
Birch Creek
! - Umatilla Basin AgWQMA
| - Ummatilla Cousty
\ 5 57+ Humibug Creek, Cow Creek-Nehatem
=~ River, Cronin Creek-Nehalem River
- Norih Coast AgIWQM A

o
}] Strategic Implementation Areas

- Clatsop County

+72014-2015

=2015-2016 1 - Upiper Tightunile Creeh, Middle

=2016-2017 SN Cek oney
2017-2018 - Lower Deschutes AgWQMA

- Wasco County

1} Agricultural water Quality Managemant dreas

§ +Mill Creek, North Fork Mill Creek-
South Fork Mill Creek
- Lower Deschutes AgWQMA
= Wasvo County

4 - Threemile Creck
- Lawer Deschutes AgWQAA
« Wasca County

5 = Lower Salt Creek

4) - North Fork Decp Creek-Deep Creek Vamhill AgRQMA

=~ Clackamas AgWQMA
= Clackamas County

3- Upper Jahnson Creek
- Lower Willamette AgiVQMA
- Mult b and Clacha Y

» Yamhill AgWQMA
«Yambhill County

= Polk and YamhHI conuties

62 Lower North Yambhill Rlver

- Camp Creeh

7 -UpperIndian Ford, Lower Indian Ford U5 Southern Willamette Vatley AgWQNA
- Upper Deschutes AgWQMA ~ (e ey
- Deschutes County

rook Creek-Pistol River
Curry County AgWQMA

8 - Wagner Creek - Curry County

- Inland Rogue AgWQMA
- Jacksan County

9 « Fishhawk Creek, Calvin Creeh-Nehalem River,
Lundgren Creek-Nehalem River
- Narth Coast AgWQMA
- Columbla Coonty
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EXAMPLE SIA RESULTS

Mill Creek (Wasco County) — 2013 to 2015
« Total taxlots: 2,032

* Not applicable (Fed Land, Not Ag, Forestry):1,717
« Taxlots with agriculture assessed: 315

Pre Evaluation Post Evaluation
Limited Opportunity for | 297 taxlots 315 taxlots
improvement
Opportunity for 6 taxlots 0 taxlots
Improvement
Violations 4 taxlots 0 taxlots
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CONFINED ANIMAL FEEDING OPERATION

« Work with DEQ to develop
and issue CAFO permits

« Conduct inspections on
permitted animal operations
to assess compliance with
state water quality
regulations
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PESTICIDE PROGRAM

* Register and license 13,800 pesticide products

* License 14,000 pesticide applicators, operators,
apprentices, consultants, and dealers

* Provide education and outreach to train public and
licensed users

« Conduct onsite pesticide investigations — 700 cases
annually

o Complaint generated
o Routine compliance monitoring
o Label review
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PESTICIDE PROGRAM (CONTINUED)

« Pesticide Analytical and Response Center (PARC)
e 24 hour reporting hotline (2-1-1)
e (Citizen advocate

* Continued implementation of the Pesticide Stewardship
Partnership with DEQ and other stakeholders
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DEPARTMENT OF AGRICUETURE

FERTILIZER PROGRAM

Ensure truth in labeling for fertilizer products sold in Oregon
through registration and compliance monitoring




OREGON:#2

PROTECTING AGRICULTURAL LAND

* Provide technical assistance to agricultural community
on land use and right to farm issues

» Advocate for the protection of agriculture land use and
common and accepted farm practices

» Advocate for agricultural and rural communities before
authorizing nonfarm uses on farm land
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DEPARTMENT OF AGRICUETURE

INTERNAL SERVICES & CONSUMER
PROTECTION PROGRAMS
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DEPARTMENT OF AGRICULTURE

INTERNAL SERVICES & CONSUMER
PROTECTION PROGRAMS

» Ensure the accuracy, validity, uniformity, and confidence
in Oregon’s Commercial Weighing System
* Ensure motor fuels sold in Oregon meet national quality
standards and enforce Oregon’s Renewable Fuel Standard
* Provide safe, accurate, timely, and cost-effective

laboratory analysis and technical support to ODA’s
regulatory programs and other agencies
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CONFIDENCE FOR OREGON’S COMMERCIAL
WEIGHING SYSTEM

 ODA Metrology Lab
o Maintains state standards for weight and volume
o Achieved the highest accreditation from the National

o Institute of Standards and Technology (NIST) — Echelon
One

o Keeps Oregon’s high-tech companies competitive with
precision measurement calibration services to the highest
international standards (ISO Accreditation)

* Inspect scales and meters to ensure accuracy and uniformity
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WATT BALANCE
NEW INTERNATIONAL MEASUREMENT DEVICE

Watt Balance Old Kilogram Balance



OREGON::

DEPARTMENT OF AGRICULTURE

DESIGNED INNOVATIVE FISH SCALE TESTING
SYSTEM
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CONSTRUCTED RAILROAD SCALE—OFF-RAIL
TESTING UNIT
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ENSURING MOTOR FUEL STANDARDS

« Test motor fuel to prevent distribution of poor quality fuels

+ Participate in national policy discussions regarding quality
standards of biofuels and motor fuels—NCWM/ASTM

« Respond to consumer complaints and industry questions

 (Gas tax label requirements
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REGULATORY LAB SERVICES

« Support ODA’s regulatory functions with official state
testing services

o Provide laboratory analysis of samples collected
during agency investigations such as pesticide
residues, water quality, fertilizer analysis, shellfish,
cannabis, etc...

 Maintained ISO accreditation
« Operational six days/week

« Working to implement a new lab information
management system
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ADMINISTRATION AND SUPPORT
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ADMINISTRATION AND SUPPORT

 Leadership

« Communication

 Promotion of Oregon Agriculture

 Fiscal services

 |T services

« Human Resource services

» Licensing and Procurement services

e Special projects such as:
Canola co-existence
Cannabis implementation
Manure tax credit
Mediation
Wolf Compensation
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COLLABORATIVE COORDINATION

« Cannabis Policy

* Oregon Bee Project

« Oregon Natural Resource Agencies

* Oregon Department of Corrections

* Federal agencies-—USDA, FDA, EPA

« State Departments of Agriculture nationwide
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AGENCY PERFORMANCE

Key Performance Measures
Customer Service Survey
Accomplishments, Improvements and
Challenges
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KEY PERFORMANCE MEASURES

11/15/2018

KPM #

1

o ~N O o A~ W N

10

1

12

13

KPM - View Report

Approved Key Performance Measures (KPMs)

Food Safety - Ensure high levels of compliance with each of the ten risk factors identified by Centers for Disease Control in retail stores.

Weighing and Measuring Devices - Percent of weighing and measuring devices examined found in compliance with Oregon's weights and measures laws.
Top 100 Exclusions - Percent of plant pests, diseases, or weeds on the Oregon 100 Most Dangerous Invaders list successfully excluded each year.
Noxious Weed Controt - Percentage of state "A" & "T" listed noxious weed populations successfully excluded from the state or kept decreasing or stable.
T&E Plants - Percent of listed T&E plants with stable or increasing populations as a result of department management and recovery efforts.

Pesticide Investigations - Percent of pesticide investigations that result in enforcement actions.

Non-traditional 3rd party certification services - Number of days required to process and issue certification after audit completion.

Trade Activities - Sales as a result of trade activities with Oregon producers and processors.

Ag Employment - Number of jobs saved or created as a result of activities to retain or expand existing Oregon agricultural and food processing capacity. Measured in numbers of jobs
based on telephone and email surveys of companies assisted.

CAFOs - Percent of permitted Oregon Confined Animal Feeding Operations (CAFOs) found to be in compliance with their permit during annual inspections.

Smoke Management - No increase above 2002 levels in hours of 'significant smoke intrusions' due to field burning in key cities in the Willamette Valley as measured by nephelometer
readings.

Water Quality - Percent of monitored stream sites associated with predominantly agriculture use with significantly increasing trends in water quality.

Customer Service - Percent of customers rating their satisfaction with the agency's customer service as "good" or "excellent": overall customer service, timeliness, accuracy,
helpfulness, expertise and availability of information.
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KEY PERFORMANCE MEASURES

Wl red
H green
yellow
Performance Summary Green Yellow Red
= Target to -5% = Target -5% to0 -15% = Target > -15%
Summary Stats: 69.23% 15.38% 15.38%
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CUSTOMER SERVICE SURVEY

“It is refreshing to have an
inspector that actually
understands our business
that can focus on the most
important issues facing us.”

“Response times could be
better when an agent
inquires about the status of a

registration.”

“Very easy to get answers
over the phone compared to
other states I've had to work

with. Other states really
aren’t doing the same level
of education and testing |
really appreciate it.”

“Invest in building the
capacity to process and
handle the coming hemp

boom”

“On-site certification
scheduled to meet my
needs, helpful to a small
business owner.”
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ACCOMPLISHMENTS

Coordinated streamside management

Pilot monitoring project along select bays to determine if
shellfish closure events can be more targeted

Food Safety backlog reductions
Increase use of social media tools to inform and engage
Enhance online renewals and registration systems
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OPPORTUNITIES FOR IMPROVEMENT

Increase cross utilization of program services
On-going laboratory infrastructure improvements

Use new strategies and tools to increase agency
engagement

Expanding the use of mobile devices in our inspections
Continue implementation of strategic plan
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CHALLENGES

» Co-existence
« Complexity of issues and increased legal costs
* |nvasive species eradication programs

 Meeting both core program demands as well as new
initiatives

 ODA's laboratory spaces
e Succession planning
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ODA LEGISLATION

HB 2057—Weights and Measures fees

HB 2058—Eliminate pesticide application re-take fee
HB 2059—Food Safety fees

HB 2060—Unlicensed food safety facility authority
HB 2061—CAFO fees

HB 2062—Invasive Species Council
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BUDGET
2015-17 201719 2019-21
Leg Approved Leg Approved Governor’s Budget

General fund $24,630,128 $23,529,248 $25,970,304
Lottery funds $7,599,344 $10,360,960 $7,570,661
Other funds $62,541,500 $68,154,857 $73,488,500
Federal funds $17,630,167 $17,615,623 $17,371,337
Total funds $112,401,139 $119,660,688 $124,400,802
Full-time
Equivalent 378.84 376.86 378.53

(FTE)
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ODA STAFFING
390
380 | 37488 376.86
370
360 357.69
352.92

350 344.42
340
330
320

2007-09 2009-11 2011-13 2013-15 2015-17 2017-19

m Legislatively Approved FTE
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POLICY PACKAGES

Pkg 090 — State Natural Resource Agency Grants Coordinator
Pkg 110 — Internal Audit Function
Pkg 140 — Limitation for Merchant Fees
Pkg 240 — Laboratory Equipment Replacement &
Operations
Pkg 260 — Agency Lab Consolidation Planning
Pkg 295 — Avian Influenza Limited Duration Position
Pkg 310 — Strategic Implementation Area
Pkg 320 — Japanese Beetle Eradication Funding
Pkg 330 — Klamath Ag Water Quality Monitoring
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POLICY PACKAGES (CONT’D)

Pkg 350 — Lower Umatilla Groundwater Monitoring and
Coordination

Pkg 370 — Worker Protection Standard Training

Pkg 380 — Invasive Species Council Base Funding
Pkg 385 — Align Pesticide Stewardship Prgm Funding
Pkg 390 — Fertilizer Registration Staffing

Pkg 395 — Plant Program Staffing

Pkg 410 — Market Development & International
Marketing



OREGON:

DEPARTMENT OF AGRICULTURE ‘_"‘;3-.;;

POLICY PACKAGES (CONT’D)

Pkg 430 — Food Safety Modernization Act
Pkg 440 — Shipping Point Staffing
Pkg 461 — Legal Cost Limitation




OREGON::

DEPARTMENT OF AGRICULTURE

FEE CHANGES

Pkg 230 — Food Safety Fee Increase (HB2059)

Pkg 270 — Weights & Measures Fee Cap Increase
(HB2057)

Pkg 280 — Food Safety Fee Ratification (HB5003)

Pkg 290 — Weights & Measures Fee Ratification (HB5003)

Pkg 340 — CAFO Fee Increase (HB2061)

Pkg 450 — Certifications Fee Ratification (HB5003)



OREGON:&:

DEPARTMENT OF AGRICULTURE

REDUCTIONS IN GOVERNOR’S BUDGET

* Predator Control: elimination of General Fund pass
through money to USDA Wildlife Services Predator
Control Program - $481,840

* Program vacancy savings - $546,540
« Service and supplies - $169,772

» Statewide adjustments - various



OREGONg

DEPARTMENT OF AGRICULTURE

10% REDUCTION OPTIONS

First 5% - $1.3M General Fund

* Plant Conservation: one time fund shift to Federal Funds
-$114,349

* Predator Control: eliminate pass thru for USDA Wildlife
Services - $481,840*

« Pesticide Analytical Response Center: one time fund
shift to Pesticide License Fee support - $370,870

* Noxious Weed Control: one time fund shift to Lottery
Funds - $293,291




OREGON

10% REDUCTION OPTIONS (CONT’D)

Second 5% - $1.3M General Fund

* Noxious Weed Control: one time fund shift remaining
General Fund to Lottery Funds - $295,031

» Pesticide Stewardship Partnership (PSP): eliminate
General Fund support to Oregon Dept of Environmental
Quality for PSP program - $965,319




OREGON::

DEPARTMENT OF AGRICULTURE

10% REDUCTION OPTIONS (CONT’D)

First 5% - $400k Lottery Funds

* Invasive Species Council: eliminate Lottery Fund support
for council - $56,026

* Noxious Weed Control: one time fund shift portion of a
Natural Resource Spec 4 position to Federal Funds -
$217,863

e Soil and Water Conservation Districts: eliminate a
portion of a position - $94,454 / 0.25 FTE




OREGON:

10% REDUCTION OPTIONS (CONT’D)

Second 5% - $400k Lottery Funds

 Soil and Water Conservation Districts: eliminate
remaining portion of a position - $209,225/1 POS /0.75
FTE

* Insect Pest Prevention & Management: eliminate three
seasonal survey technicians - $159,117 / 3 POS / 1.26
FTE




OREGON

DEPARTMENT OF AGRICULTURE  Ns5s.

LONG TERM VACANCIES

[Positions used to finance Natural Resources and Market Access & Program Analyst 3; Ops & Policy Analyst 3 2 2.00
unbudgeted costs or other positions.{Certification

In the process of restructuring Administrative Services Info Systems Spec 7 1 1.00
duties & job description

Vacancies open 12 months or more

\Will be filled when fund balance is [Food Safety/Consumer Protection Compliance Spec 2 1 0.92
sufficient to support position

Seasonal job / Project specific Natural Resources and Market Access & Laborer; Shipping Point Insp 2; Agricultural 32 7.88
Certification Worker
Position used to finance Food Safety and Natural Resources [Exec Manager C; Natural Resource Spc 4 2 1.73

unbudgeted costs or other positions

[Positions phasing out at the end of |Food Safety Natural Resource Spc 3 3 3.00
the biennium
Relating to Policy Option Packages [Food Safety and Natural Resources Natural Resource Spc 3; Office Specialist 2; 4 3.50

Office Manager 1




OREGON:

DEPARTMENT OF AGRICULTURE

THANK YOU

Alexis M. Taylor, Director
Oregon Department of Agriculture
(503) 986-4552

ataylor@oda.state.or.us



PROGRAM PRIORITIZATION FOR 2019-21

| Agency Name: Oregon Department of Agriculture

2019-21 Biennium

Program/Division Priorities for 2019-21 Biennium

3 3

4 1

5 1

6 2
2019-21

ODA

ODA

ODA

Internal Sves

Food Safety
and Animal
Health

Plant
Protection &
Conservation

Market
Access &
Certification

Market
Access &
Certification

Service Center (ESC) enhances the
department's marketing efforts by
providing exporter certification of food and
other import requirements for key foreign
markets.

Animal Health/The Animal Health
Program's primary activity is to prevent,
control and eradicate livestock diseases
harmful to humans and animals.

Insect Pest Prevention and
Management/This program includes
exclusion, detection and eradication of
harmful plant pests such as gypsy moth and
Japanese beetle.

Plant Health/Plant Programs include the
exclusion, detection and eradication of
harmful plant diseases (e.g. sudden oak
death), seed field inspections, laboratory
testing of seed, and fruit tree virus
certification.

Ag Development and Marketing
Projects/These activities support the
department's mission to promote economic
development in the agricultural industry.
The program finds solutions and provides
marketing opportunities for Oregon's food
and agricultural industry both
domestically and internationally.

603-3,4,13

603-3,13

603-7,8,9,13

10

1,188,311

3,374,998

2,339,881

135,580

2,078,737

314,271

3,012,950

1,378,994

4,955,385

$ 3,155,665
$ 6,676,722
$ 3457731
$ 8,644,654

Agency-Wide

32

13

11

19.29

12.60

10.50

FO, S

ORS 570

ORS 570

ORS 576

assist with food emergency assignments.

FO - Animal disease surveillance and
traceability efforts.

FO - Participation in exclusion, detection,
eradication of target harmful plant pests.

FO - Participation in exclusion, detection,
eradication of target harmful plant diseases.

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22
. Legal
. . Primary New or
Priority . Included | Regq.
A P . o e Identify K P Enha
(ranked with I]g:i!tril:i, eritl::tlyor Program Unit/Activity Pe:tr'(l;vrrf:anecz: P:::gpr(;s;- GF LF OF NL- FF NL- TOTAL Pos.: FTE n dnce as Code Legal Explain What is Mandatory (for C, FM, and Comments on Proposed Changes to CSL
highest s Initials Description Measure(s) | Activity OF FF FUNDS : Program Reductio | (C, D, || Citation FO Only) included in Agency Request
priority first) Code (Y/N) n Option | FM,
(Y/N) |FO,S)
Prgm
A; .
8ey / Div
Food Safety Program/The Food Safety Pkg 210 - Requests reversal of General Fund to
Inspection Program licenses, inspects, and ORS 603, . Other Fund shift that occurred in 2017-19. Pkg
T FM - F D tic Act . .
Food Safety |tests all facets of the food distribution M 616, 619, 00d & Drug Cosmetic Ac 230 - Requests an increase in Food Safety
1 1 ODA |and Animal |system, excel?t restaurants, total¥ng 1.1ear1y 603-1,13 10 3,259,230 - 9,713,407 - - -l $ 12,972,637 45 i 44.25 Y N FO.S 621, 632, FO - Contract Inspection on behalf of FDA - License Fees (Leg Concept 453). Pkg 250 -
Health 8,500 establishments. Also, assists in 625, 628, currently at 468/year Requests to add a Food Safety Data Analyst.
education of food companies and the public 635 yat40s/y Pkg 280 - Requests to ratify an administrative
about food quality and safety concerns. fee increase.
Regulatory and ESC Lab/This laboratory
provides analytical testing services for the
department's food safety, pesticide - Pkg 220 - Placeholder for funding for agency
enforcement, natural resource and fertilizer .
. . Cannabis work. Pkg 240 - Requests funds for
Measurement |programs ensuring high standards of food FO - Food Emergency Response Network - . -
2 2 ODA |[Stds and safety and product integrity. The Export 603-1 10 0 8 - 245,2 - 612,31 -1'$ 89070 2 23.10 Y N FO, S ORS 561, Capability to perform proficiency testing and equipment replacement, ongoing software fees
p: EI1ty. P 3-13 4,049,463 4,245,244 317 007,044 3 3- s 576 % P p: Cy g for LIMS and funding for an Operations

Manager. Pkg 260 - Requests funds to examine
feasibility of consolidating ODA laboratories.

Pkg 295 - Requests to continue limited
duration position for Avian Influenza.

Pkg 320 - Requests funding and limited
duration positions for continuation of
Japanese Beetle eradication program. Pkg 395 -
Requests to continue limited duration positions
supported by Federal Funds.

Pkg 410 - Establishes a position focused on a
coordinated international market access and
development program. Pkg 420 - Requests

funding for Oregon promotion and branding.

107BF23




Legal

Priority Primary Newor | | Juded| R
A P . .. IdentifyKey | P Enh: ncude €q-
(ranked with Ii:].l:i] erf:;ri?yor Program Unit/Activity Pele-tr':)rxfzan?; P::;(;S;_ GF LF OF NL- FF NL- TOTAL Pos.| FTE n (zlmce as Code Legal Explain What is Mandatory (for C, FM, and Comments on Proposed Changes to CSL
highest s Initials Description Measure(s) | Activity OF FF FUNDS * Program Redu?'tio (C, D, || Citation FO Only) included in Agency Request
priority first) Code (Y/N) n Option | FM,
(Y/N) |Fo,S)
Prgm
A .
8cy / Div
Natural Natu.ral Resources /T.hl.s actl‘\zlty unit 603-10, 11,
2 ODA |Resources provides for the administration of all 12a,12b, 12¢, 1,476,31 - 1 0 - 1 -l $ 1,651,0 6 00 N N S 561,568, - -
7 .. Natural Resource Division programs and e 9 470,319 59:37 5:344 051,033 5 468B
and Pesticides . 13
Pkg 310 - Expands work with partner agencies
and organizations to achieve water quality
Natural Agriculture Water Quality/Ag Water goals in small agricultural watersheds. Pkg
Quality program provides a mechanism to | 603-12a, 12b, ORS 561, 330 - Requests support for water quality issues
8 ODA |R . 2121, 4,452, 8, - - - ,873, 8 8. Y N S - . . .
3 esourcc?s. improve and assure Oregon's Water 12¢,13 2 321,344 ; 2,452,740 295949 $ 5873033 ! 1500 568, 468B associated with agricultural lands around
and Pesticides .
Quality. Klamath Lake. Pkg 350 - Requests support for
work in the Lower Umatilla Basin
Groundwater Management Area.
Soil and Water Conservation
Districts/This activity provides for
utilization of Oregon's 45 Soil and Water
Conservation Districts to provide technical
Natural assistance to landowners and land
. . 603-12a, 12b, ORS 561,
9 4 ODA |Resources managers to implement conservation 1oc.1 9 - 807,230 - - - - $ 807,230 2 2.00 N Y S 68 - -
and Pesticides | measures and watershed enhancement »13 5
projects and support of Oregon's
Agricultural Water Quality management
program, the Oregon Plan for salmon and
watersheds.
Confined Animal Feeding
Natural Operat{ons/CAfO program provides a ORS FM —Adherenc.e to federa‘l regulatlo.ns related Pkg 340 - Requests an increase in CAFO fees
10 5 ODA |Resources mechanism to improve and assure 603-10, 13 9 2,215,363 - 451,552 - - -l $ 2,666,915 10 9.73 Y N FM, S 6SB to Confined Animal Feeding Operations (Leg Concept )
and Pesticides | Oregon's Water Quality, and ensure 4 (CAFOs). J Pt 455).
compliance with federal regulations.
Pkg 370 - Requests support for education,
Natural Pesticides/The pesticides program .. training, and technical assistance regarding
.. > FM - Adh to Federal Insecticide, . .
11 6 ODA |Resources administers state law regulating the 603-6,13 10 - - 6,972,301 - 1,320,088 -|$ 8,202,389 26 i 26.37 Y N FM, S || ORS 634 . erenceto £e .e.ra nsectieide rights and responsibilities of agricultural
.. e .. Fungicide and Rodenticide Act (FIFRA)
and Pesticides [ distribution and use of pesticide products. employers and employees under the federal
Worker Protection Standard.
Pesticide Stewardship . .
Natural Partnership/Identifies potential concerns | 603-12a, 12b, ORS 561, Pk‘(.; 385 - Shifts fundl.ng bybudget categoryto
12 7 ODA |Resources . . 9 965,319 - 949,735 - - -l $ 1,915,054 1 1.00 Y Y _ - |[Imaintain a 50:50 split for General Fund and
. and improves water quality affected by 12¢,13 568,634
and Pesticides .. Other Funds.
pesticide use around Oregon.
Shellfish/The shellfish program assures
Food Safety I“}(;irs;f’ztgn(;fl(:}i;gl(f)g}sl Zi?:;::;ﬁ L?llcl:lwith FO - Adherence to FDA requirements for
13 4 ODA ;I_II;(; fAt}lemal the U.S. Food and Drug Administration's 603-13 10 470,691 - 524,158 - - - s 994,849 2 2.00 N N FO, S || ORS 622 E]l’:s‘;tnaetrelts(l)lfelslhfiilﬁc;;lmpact. Interstate -
(FDA) standards for shipping shellfish ’
interstate.
Feeds/The Feeds program provides
Food Safety |commercial feed registration as well as a
14 5 ODA |and Animal [testing program to assure consumers that 603-13 3 - - 364,658 - - -1l $ 364,658 1 1.00 N N FO, S || ORS 633 || FO - Adherence to federal regulations for feed. -
Health animal feed is safe and in compliance with
state and federal regulati
Natural Fertilizer/The fertilizer program regulates -
" . . Pk - R ts to add a Fertil
15 8 ODA |Resources the composition, labeling, and marketing 603-13 3 - - 1,401,453 - - -l $ 1401453 3 3.63 Y N S ORS 633 - g.390 . eques.s .0 adda ertifuzer
.. s Registration Specialist.
and Pesticides | of fertilizer products.
2019-21 Agency-Wide 107BF23




Legal

Priority A denti Primary N;w °" | Included Req.
(ranked with Ii:].l:i] Pr:féi?:yor Program Unit/Activity ;ef_tt?;yﬁii ;’::;(;S;_ GF LF OF NL- FF NL- TOTAL Pos.| FTE En ;nce as Code Legal Explain What is Mandatory (for C, FM, and Comments on Proposed Changes to CSL
highest s Initials Description Measure(s) | Activity OF FF FUNDS Program Redu?'tio (C, D, || Citation FO Only) included in Agency Request
priority first) Code (Y/N) n Option | FM,
(Y/N) |FO,S)
Prgm
Agey / Div
Noxious Weed Control/This program’s
function is to protect Oregon’s natural
resources and agricultural economy from Pkg 360 - Enhances the noxious weed program
6 ODA gant ion & invasive noxious weeds through integrated 6 66 s 6 6 6 8 v v s ORS by adding an aquatic weed specialist and
! 9 Co?;[segif(;[lion control efforts. This includes early 033,413 9 5,55 1,710,970 249,627 - i 1,704,00 - $ 4330161 14 : 11.80 570 " |[requests a fundshift to state support for core
detection rapid response, biological control program functions.
and providing technical assistance and
grants to local land managers.
Nursery/The nursery program provides
Plant inspection and export certification services .
17 10 ODA |Protection& |[to Oregon’s nursery industry; imported 603-13 6 - - 3,237,420 - 662,896 -|| $ 3,900,316 13 11.69 Y Y N ORS 571 - ;ﬁfﬁ;ﬁt—lﬁiﬁuwm toaddan Assistant
Conservation |nursery stock is also inspected. ’
Plant Christmas Tree/Plant Programs include .
18 11 ODA |Protection & [inspection and export certification services 603-13 6 - - 526,934 - - - $ 526,934 - 1.84 Y N S ORS 571 - Pkg ?95 ) R.equests toaddan Assistant
. s . . Horticulturist.
Conservation [to Oregon’s Christmas tree industry.
Nursery Research/This activity makes
Plant available nursery-related research grants
19 12 ODA |Protection & |from money collected through the nursery 603-13 6 - - 433,423 - - -1l $ 433,423 - - N N S ORS 571 - -
Conservation [research assessment fund.
Invasive Species Council/The purpose of
the Oregon Invasive Species Council (OISC)
Plant shall be to conduct a coordinated and Pke 280 - Re s additional fundine &
20 13 ODA |Protection & |comprehensive effort to keep invasive 603-3, 4,13 9 - 56,026 170,921 - 473,922 -l $ 700,869 - - Y Y S ORS 570 - § 360 eques. Saddi }Ona un .mg 0
. . .. support the Invasive Species Council.
Conservation |species out of Oregon and to eliminate,
reduce, or mitigate the impacts of invasive
species already established in Oregon.
Shipping Point Inspection/Provides Pkg ‘.‘3(.) ) Reques’Fs Feder.all Fund limitation
. . P . and limited duration positions for FSMA
Market inspection and certification to a wide range FO - Adherence to federal programs for outreach and education. Pkg 440 - Requests
21 3 ODA |[Access & of fruit, vegetable and nut crops. Inspectors | 603-7,13 6 - - i 10,323,840 - - -l $ 10,323,840 95 47.18 Y N FO,S || ORS 632 . e . .. R i
Certification |certify product for export and domestic various certification and audit programs. three Shipping Point Asmstaflt.Mana.gers and
markets. requ.est.s a reclass of an administrative
specialist
Certifications/The certification and audit
services program provides voluntary
market access certification and validation
for processes and attributes of fresh and
Market Pro]ce;se;d\] agricuit(l;ral p?ocli)lrlcts. Programs 0 - Adh ederal ] . . fyand
include: National Organic Program - Adherence to federal programs for g 450 - Requests to ratify an
22 4 ODA égifisfjf;ﬁon certification, Global Food Safety Initiative 603-7,13 6 ) ) 1445:540 ) B [ va4assa0 4 6-u Y N FO,§ || ORS 632 various certification and audit programs. administrative fee increase.
audits, USDA GAP/GHP Audit Verification
Program, Maximum Residue Level
Certification and other private and industry
driven standards verification and third-
party audit services.
Livestock ID/The Livestock ID program is ORS 577,
Food Safety |to ensure proper ownership of livestock 579,603,
23 6 ODA |and Animal |through the brand recording and inspection 603-13 6 - - 3,074,410 - - -l $ 3,074,410 69 13.54 N N S 604,607, - -
Health program, enhance economic production of 608,601,
livestock. 164,167
2019-21 Agency-Wide 107BF23




Legal

Priority Primary Newor | | Juded| R
A P . . . Identify Key ; P Enh: nelude °d-
(ranked with Ii:].l:i] erf:;ri?yor Program Unit/Activity Pele-tr':)rxfzan?; P::;(;S;_ GF LF OF NL- FF NL- TOTAL Pos.| FTE n (zlmce as Code Legal Explain What is Mandatory (for C, FM, and Comments on Proposed Changes to CSL
highest s Initials Description Measure(s) | Activity OF FF FUNDS * Program Reductio | (C, D, || Citation FO Only) included in Agency Request
priority first) Code (Y/N) n Option | FM,
(Y/N) |Fo,S)
Prgm
A .
s / Div
Weights and Measures/The weights and . . .
Measurement | measures program licenses, inspects, and II\’/E gaerOes- ﬁ 223:15;5 ?C:e;?gagéiﬁzvflghéi 8;1(
24 7 ODA [Stds and certifies all commercially used weighing 603-13 3 - - 7,800,996 - - -l $ 7,800,996 29 i 26.67 Y Y S ORS 618 " la00 - Requests to faﬁ fyan ag dminisl’zr:t?ve .fee g
Internal Sves |and measuring devices in Oregon and ir?creaseq
assures scales are used properly. ’
Seed/ This program provides inspection
and enforcement of regulations of the grass
Market seed industry. It provides a fair and
25 5 ODA |[Access & competitive market within the Oregon Seed 603-13 6 - - 933,936 - - - s 933,936 3 2.98 N Y S ORS 633 - -
Certification |industry. The activities of the program have
been a integral part of developing Oregon's
reputation as a high quality seed supplier.
""""""""""""""""""""" Market ~ |Hops/Hay/Grain-Thisactivityprovides | | | i i e e oRs w6, ||
26 6 ODA |[Access & inspection and certification for hops, hay, 603-13 6 - - 791,004 - - - $ 791,004 1 2.30 N Y S 571, 586, - -
Certification |grains, and industrial hemp. 632,633
Plant . . ! .
27 14 ODA |Protection & Apl.a v/ R.eSPOHSIble for state's apiary 603-13 6 - - - - - - $ - - - N N S ORS 602 - -
. registration program.
Conservation
hark ooy oo Ot orss7
28 7 ODA Acce§§ & . oversight of Oregon's 28 agricultural 603-11,13 4 - - 710,110 - - -1 $ 710,110 1 1.50 N Y S 577,578, - -
Certification . . 579
commodity commissions.
Nawral et on Oregontans ORS
DA R . , -2, - -1 1012 - - - 012, . Y - -
29 5 ° esourct’ss’ through control of agricultural field 603-2,13 10 1,012,658 $ 1,012,658 ! 100 N S 468B
and Pesticides . .
burning activities.
Food Safety |Motor Fuel Quality/The program inspects
30 8 ODA |and Animal [motor fuels to ensure that fuels meet 603-2,13 3 - - 619,950 - - - $ 619,950 - 2.23 N Y S ORS 618 - -
Health national standards for quality and grade.
Farm Mediation/The activities include
offering a voluntary and confidential
process with trained, professional
Farm mediators to assist growers and members
31 1 ODA Mediation of the public in resolving private-party 603-13 4 97,200 - 367,924 - - - $ 465,124 1 1.00 N Y S ORS 576 - -
conflicts or issues related to agriculture.
Examples include: boundary disputes,
contract disputes, Ag. labor/wage concerns,
price negotiations etc.
Natural Pesticides Analytical Response
32 16 ODA |Resources Center/Provides an unbiased review of 603-6,13 10 370,870 - 427,946 - - - $ 798,816 1 1.00 N Y S ORS 634 - -
and Pesticides | alleged pesticides poisonings in Oregon.
Predator Control /This program is a
Food Safety |cooperative activity with USDA Wildlife
33 9 ODA |and Animal |Services and Oregon counties. It Functions 603-13 9 481,840 - - - - - $ 481,840 - - N Y S ORS 610 - -
Health to reduce losses to agricultural producers
by predatory animals.
Wolf Fi ial Assi - . .
Wolf Groantsl/li’ir(;lei?ie?ﬁlosctli ncriits to assist FO - Distribute direct compensation for losses
34 2 ODA |Financial L . 5 603-13 6 218,510 - - - 188,371 - $ 406,881 - - N Y FO, S || ORS 610 ||land/or prevention. Reporting to Federal Gov -
counties in implementing county wolf . s
Asst & Grants . . regarding program activities.
depredation compensation programs.
Plant Hemp Program/This activity provides "
. . . e . . Pkg 395 - Requests additional staff support
DA |P fi f 1 - - - - - - . Y Y - e .
35 17 (0] CI(‘E:;[L(;E :S;zn LI;SIE;CUOH and certification for industria 603-13 6 356,934 $ 356,934 1 1.00 S ORS 571 and a position reclass in the Hemp program.
2019-21 Agency-Wide 107BF23




Primary

New or

Priority . Included | Regq.
A P . o . Identify K P Enh:
(ranked with I;g:i!tril:i, erf:;?tlyor Program Unit/Activity Pef-;rganec); Plirgl)l'(;sr‘:l- GF LF OF NL- FF NL- TOTAL Pos.| FTE n ;nce as Code Legal Explain What is Mandatory (for C, FM, and Comments on Proposed Changes to CSL
highest s Initials Description Measure(s) | Activity OF FF FUNDS * Program Redu?'tio (C, D, || Citation FO Only) included in Agency Request
priority first) Code (Y/N) n Option | FM,
(Y/N) |FO,S)
Prgm
A; .
s / Div
Plant Conservation Biology/This program
Plant focuses on protection of threatened and
36 18 ODA Protectlon. & endangered native plants. 603-5,13 9 114,349 - 220,846 797,631 -1$ 1,132,826 3 2.50 N Y S ORS 564 - -
Conservation
Administration/This program unit
. nistrati ¢ ces . ‘ N
gzgzlr(:i;il;l;Elgsr;:n:ﬁlsc]llggﬁg serviees to Pkg 110 - Requests an internal auditor position.
leadership, policy development, interagency Pkg 120 -.Requests to fund 1nvestme?nts n
. . . . Information Technology and Security. Pkg 130
Admin and coordination, collaboration with Requests a fundshift for additional state
N/A i N/A | ODA |Support agricultural industries, information 603-13 4 2,055,607 - 9,913,431 - - $ 11,969,038 38 i 38.00 Y N -l ORS 561 - suq ort to maintain parityin funding of
Services systems, accounting, payroll, budgeting, pp. . . . b . &
procurement, human resources, public administration with the programs it supports.
affairs, and s,taff support for Bo,ard of Pkg 140 - Requests additional Other Funds
. .. . . limitation for merchant fees.
Agriculture. Administration also includes
Cannabis Policy Coordinator.
25,206,097 i 7,366,847 : 71,565,017 - 15,857,812 - $ 119,096,673 || 475 { 359.09

Prioritize each program activity for the Agency as a whole

Document criteria used to prioritize activities:

1

O 0N Ul B~ W N

- =
o = O

Civil Justice

Community Development
Consumer Protection

Administrative Function

Criminal Justice

Economic Development
Education & Skill Development
Emergency Services

Environmental Protection

Public Health

Recreation, Heritage, or Cultural

Social Support

7. Primary Purpose Program/Activity Exists

Source: 2019-21 Governor's Budget, Current Service Level

Programs are prioritized based on the following principles: impacts on public health, potential economic development, environmental protections, agency's core mission, and
other ways of meeting the requirements of the agency.

2019-21

Agency-Wide

19. Legal Requirement Code

C
D
FM
FO
S

Constitutional
Debt Service
Federal - Mandatory

Federal - Optional (once you choose to participate, certain requirements exist)

Statutory

107BF23



Agency Organizational Chart

Deputy Director

Director

ffffffffffff Board of Agriculture

> Budget

> Cannabis

» Human Resources

> Information Office

» Legislative Coordination
> Special Projects

Assistant Director

Market Access &

Food Safety &

Natural Resource

Plant Protection &

Internal Service &

Certification Animal Health Programs Conservation Consumer Protection
Programs Programs Programs Programs

» Agricultural Development » Animal Health & Lab » Agricultural Water Quality » Industrial Hemp » Egg Laying Hens

& Marketing » Animal Identification » Confined Animal Feeding » Insect Pest Prevention » Laboratory Services
) (ernhcut.lon Serwc‘es. » Commercial Animal Feeds Operuhon.s & Management » Metrology Lab
> Commodity Commissions , Food Safety » 6IS Mapping » Noxious Weed Program » Motor Fuel Quality

Oversight » Land Use hri

Commoity Inspecion » Shellfish Biotoxin Testing ) L‘lursery & Christmas Tree » Weights & Measures
) i ; rogram

, Shellfish Plat Leasing » Pesticide Analytical & Response g , Wolf Compensation

» Farm to School Program
» Plant Health Lab

» Seed Program

» Shipping Point Inspection

» Specialty Crop Block
Grant Program

» State Veterinarian

Center
» Pesticide & Fertilizer Programs
» Smoke Management

» Soil & Water Conservation
Districts Program

» Nursery Research Grant Program

» Native Plant Conservation




ODA Staff by Location

ODA provides services across the state with field staff
based in strategic geographic locations.

Budgeted positions: 527

@ Astoria
North Plains @ Warren Hermiston @ Milton-Freewater
BHi"Sb?m @ Hood River .Starwap dl
eaverton endleton
Tualatin Portland Q.The Dalles .W%w;nterpnse
Tillamook Sherwood f(:ﬁ:h&cvego Dufur @ Heppner ® Joseph
McMinmville D@Yion — Oregon City Union
® Salem }Neslt) il Py @Halfway
Toledo M‘"; ﬁ pray @ Baker City
0®  @pbay M @ Madros
Newport Corv.ullis © Culver ° @ Hereford
© Monroe Redmond @ @ Prineville Canyon City Ontario
Eugene Bend ®
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KPM #

KPM - View Report

Approved Key Performance Measures (KPMs)

Food Safety - Ensure high levels of compliance with each of the ten risk factors identified by Centers for Disease Control in retail stores.

2 Weighing and Measuring Devices - Percent of weighing and measuring devices examined found in compliance with Oregon’s weights and measures laws.
3 Top 100 Exclusions - Percent of plant pests, diseases, or weeds on the Oregon 100 Most Dangerous Invaders list successfully excluded each year.
4 Noxious Weed Control - Percentage of state "A" & "T" listed noxious weed populations successfully excluded from the state or kept decreasing or stable.
5 T&E Plants - Percent of listed T&E plants with stable or increasing populations as a result of department management and recovery efforts.
6 Pesticide Investigations - Percent of pesticide investigations that result in enforcement actions.
7 Non-traditional 3rd party certification services - Number of days required to process and issue certification after audit completion.
8 Trade Activities - Sales as a result of trade activities with Oregon producers and processors.
9 Ag Employment - Number of jobs saved or created as a result of activities to retain or expand existing Oregon agricultural and food processing capacity. Measured in numbers of jobs
based on telephone and email surveys of companies assisted.
10 CAFOs - Percent of permitted Oregon Confined Animal Feeding Operations (CAFOs) found to be in compliance with their permit during annual inspections.
11 Smoke Management - No increase above 2002 levels in hours of 'significant smoke intrusions' due to field burning in key cities in the Willamette Valley as measured by nephelometer
readings.
12 Water Quality - Percent of monitored stream sites associated with predominantly agriculture use with significantly increasing trends in water quality.
13 Customer Service - Percent of customers rating their satisfaction with the agency's customer service as "good" or "excellent": overall customer service, timeliness, accuracy,
helpfulness, expertise and availability of information.
M red
M green
[ yellow
Performance Summary Green Yellow Red
= Target to -5% = Target -5% to -15% = Target > -15%
Summary Stats: 69.23% 15.38% 15.38%
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KPM #1 Food Safety - Ensure high levels of compliance with each of the ten risk factors identified by Centers for Disease Control in retail stores.
Data Collection Period: Jan 01 - Dec 31

* Upward Trend = positive result
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Report Year 2013 2014 2015 2016 2017
Ensure high levels of compliance with each of the ten risk factors identified by Centers for Disease Control in retail stores
Actual 76% 96.36% 92.75% 93.20% 92.15%
Target 92% 95% 95% 95% 95%

How Are We Doing

The Food Safety Program works cooperatively with local, state, and federal food safety agencies, and with Oregon's food producers and
manufacturers to advance food safety and protect consumers. The program uses a combination of education and regulatory activities to achieve a
high rate of compliance with science-based food safety laws, rules, and standards.

We continue to see a high compliance rate, but it is slightly below the target of 95 percent compliance.

The reporting period for this KPM is January 1 - December 31. Results for 2018 are pending as the Oregon Department of Agriculture (ODA) does
not report partial data. ODA will update this KPM once the reporting period has closed.

Factors Affecting Results

The food industry constantly changes due to advances in technology, federal and state law modifications, market trends, and the economy. Food
safety staff participate in continuous training to maintain and improve the quality of educational information and regulatory oversight that we
provide to industry and to consumers. This training helps ensure consistency across the state in how we apply regulations to new and existing
types of food establishments.

The Food Safety Program must maintain staffing levels and resources necessary to create and maintain professional relationships with industry
partners, conduct a sufficient number of inspections to motivate compliance, and ensure public safety. Additionally, the program must track and
respond to areas of noncompliance that are noted during inspections in a uniform and consistent manner, including ensuring resolution of
enforcement action.

An audit completed by the Secretary of State's Office in 2016 recommended several program improvements. The Food Safety Program
developed a strategic plan to address the recommendations provided by the Secretary of State. Implementation of this strategic plan is on-going
and includes a focus on identifying and correcting data errors for an accurate assessment of backlog, using available data to prioritize high risk
backlog firms, develop electronic activity tracker to replace daily paper reports, reorganization of inspector territories for greater efficiencies, and
others.
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KPM #2 Weighing and Measuring Devices - Percent of weighing and measuring devices examined found in compliance with Oregon’s weights
and measures laws.

Data Collection Period: Jan 01 - Dec 31

* Upward Trend = positive result
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Report Year 2013 2014 2015 2016 2017
Actual 86.01% 85% 86% 86.20% 88.20%
Target 85% 85% 85% 85% 85%

How Are We Doing

ODA has met or exceeded this KPM every year since 2009. Commercial transactions involving weight and measure touch virtually every aspect
of economic life in Oregon. As of August 1, 2018, approximately 61,167 licensed weighing and measuring devices located at 13,479 businesses
make up Oregon's commercial weighing system.

The reporting period for this KPM is January 1 - December 31. Results for 2018 are pending as the Oregon Department of Agriculture (ODA) does
not report partial data. ODA will update this KPM once the reporting period has closed.

Factors Affecting Results

An increase in the number of new businesses using weighing and measuring devices, along with the introduction of new technological
advancements in weighing and measuring devices in Oregon's commercial weighing system is a constant factor in determining whether or not
these devices are legal for trade, accurate and being used for their intended purpose. For example, the increase in class | and Il A scales
associated with Oregon’s cannabis industry initially caused a larger than normal increase in “not legal for trade” scales being identified and initial
accuracy tests being rejected as many of the new scales were purchased and delivered without being calibrated. Over the last two years, Weights
and Measures inspectors have worked with these new business owners to educate and train them on the proper placement, use and
maintenance of these new devices. This additional assistance to business owners has resulted in decreased examination times.

With inspection caseloads increasing over the last several years (1999 = 48,632 devices, 2018 = 61,167 devices), along with new duties and
responsibilities being added to the weights and measures inspectors caseload (2007- Motor Fuel Quality, 2011- Egg-Laying Hen Care, 2015 -
assisting Food Safety Program) it is becoming increasingly more difficult to maintain annual examination rates across the state. ODA's Weights
and Measures Program depends on highly trained staff to carry out the responsibilities of the program. When positions are vacated recruitment
and retention issues may affect the programs abiloity to keep up with caseload demands.

The program also needs the capacity to maintain and acquire specialized testing equipment (e.g. new railroad testing unit) and advancements in
mobile applications, automated IT inspection tools and case management systems in order to help achieve efficiency outcomes.
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KPM #3 Top 100 Exclusions - Percent of plant pests, diseases, or weeds on the Oregon 100 Most Dangerous Invaders list successfully excluded
each year.
Data Collection Period: Jan 01 - Dec 31

* Upward Trend = positive result
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Report Year 2013 2014 2015 2016 2017
Actual 100% 95% 88% 90% 90%
Target 99% 99% 99% 99% 99%

How Are We Doing

The Oregon Invasive Species Council (OISC) publishes an annual list of the 100 most dangerous invasive species threatening to invade Oregon.
The ODA Invasive Species programs, Insect Pest Prevention and Management Program, the Noxious Invasive Weed Program, and the Plant
Health Program, employ strategies to keep out invasive plant pests, diseases, and weeds on this list from establishing in Oregon.

The OISC has not updated a report card since 2015. The OISC “100 Worst List” contains 16 invasive plant pathogen species, 35 noxious plant
species, and 26 invasive terrestrial invertebrate species corresponding to ODA’s Invasive Species programs. Based on these 77 invasive species,
in 2015, ODA's Invasive Species programs has successfully excluded 14 invasive plant pathogens, 32 noxious plant taxa, and 22 invasive
terrestrial invertebrate species. Based on this information, the actual exclusion rate was 88 percent for 2015. In 2016, the actual exclusion rate
was 90 percent, and in 2017, the actual exclusion rate was 90 percent. The Oregon Invasive Species published a strategic and an action plan to
define priorities and identify operational challenges and opportunities for the next five years in battling invasive species in Oregon.

The reporting period for this KPM is January 1 - December 31. Results for 2018 are pending as the Oregon Department of Agriculture (ODA) does
not report partial data. ODA will update this KPM once the reporting period has closed.

Factors Affecting Results

Introductions of invasive species are the direct result of trade and travel. As globalization increases, so does the risk of introducing harmful
invasive species. ODA conducts surveys for gypsy moth, japanese beetle, sudden oak death, kudzu, and many other invasive plant pests,
diseases and weeds. Three fourths of the species on the OISC's 100 most dangerous list are invasive terrestrial invertebrates, invasive plant
diseases, and noxious weeds. A major focus of the Plant Protection Programs Area is to exclude these invasive species, or contain them if they
become established, before they can spread throughout the state. Unfortunately, specific traps or other efficient survey tools are only available for
about a third of the target species. Environmentally acceptable controls are not always available, dedicated resources to create controls are
decreasing while the risks of invasive species are increasing.
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KPM #4 Noxious Weed Control - Percentage of state "A" & "T" listed noxious weed populations successfully excluded from the state or kept
decreasing or stable.
Data Collection Period: Jan 01 - Dec 31

* Upward Trend = positive result
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Report Year 2013 2014 2015 2016 2017

Noxious Weed Control
Actual 85% 87% 86% 84% 86%
Target 100% 100% 90% 90% 90%

How Are We Doing

The ODA Noxious Weed Control Programs mission is to protect Oregon’s natural resources and agricultural economy from the invasion and
proliferation of invasive noxious weeds. Currently. 86 percent of the highest priority state listed “A” and “T’ noxious weeds are being successfully
managed with integrated control techniques, including biological control.

The Noxious Weed Control Program did an economic analysis that demonstrates the value of the program. It looked at the impact of just 25 state
listed weed species that revealed an impact of $83.5 million annually to Oregonians. The analysis also revealed that the same 25 weeds if left
unchecked with no active control programs could cause a $1.8 billion impact to the state.

Reporting period for this KPM is January 1 - December 31. Results for 2018 are pending as the Oregon Department of Agriculture (ODA) does
not report partial data. ODA will update this KPM once the reporting period has closed.

Factors Affecting Results

Introductions of invasive noxious weed species are the direct result of trade and travel. The Noxious Weed Control Program works to prioritize
limited resources for a targeted approach. This includes identification of pathways of potential new weed introductions, implementation of survey
and early detection of new emerging noxious weed infestations and eradicating them before they get well established. Implementing effective
biological control efforts on established widespread infestations. Successful eradication of weed speaces requires sustained efforts over a long
period of time.
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KPM #5 T&E Plants - Percent of listed T&E plants with stable or increasing populations as a result of department management and recovery
efforts.

Data Collection Period: Jan 01 - Dec 31

* Upward Trend = positive result
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Report Year 2013 2014 2015 2016 2017
Threatened and Endangered Plants
Actual 42% 37% 35% 35% 32%
Target 24% 24% 24% 24% 30%

How Are We Doing
The native plant conservation program focuses on assisting public agencies and Oregon's citizens with issues involving state protected native
plants on state public lands.

In FY2016, ODA staff coordinated with 20 federal, state, and local government agencies (including the U.S. Fish and Wildlife Service, U.S. Forest
Service, Bureau of Land Management, Klamath Falls and Salem regional airports, Oregon Department of Forestry, Division of State Lands,
Oregon Department of Parks and Recreation, Oregon Department of Transportation, Oregon Military Department, Oregon Department of Energy,
and various counties and cities) regarding listed species on public lands throughout the state. Conservation work was initiated and continued for
34 of Oregon's 59 listed plants, in 20 Oregon counties, including 15 recovery-related projects for 11 species. Of the 34 species evaluated in FY
2016, the conservation status of 23 species is considered to be generally stable, although not necessarily improving.

The reporting period for this KPM is January 1 - December 31. Results for 2018 are pending as the Oregon Department of Agriculture (ODA) does
not report partial data. ODA will update this KPM once the reporting period has closed.

Factors Affecting Results

The large number of native plant species in Oregon (5th highest in the U.S.) results in a comparatively heavier workload for the program relative
to most other states. Minimal state resources further limit the program's ability to cope with public agency consultation requests, and affect the
capacity to regularly evaluate the conservation status of listed species.
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KPM#6  Pesticide Investigations - Percent of pesticide investigations that result in enforcement actions.
Data Collection Period: Jul 01 - Jun 30

* Upward Trend = negative result

13 14 15
M actual [ target

Report Year 2013 2014 2015 2016 2017
Percent of pesticide investigations that result in enforcement actions.
Actual 13% 13% 19.60% 11.30% 24%
Target 25% 25% 25% 25% 25%

How Are We Doing
The Oregon Department of Agriculture (ODA) is responsible for regulating the sale, use, and distribution of pesticide products in Oregon. ODA

provides pesticide education and outreach activities; licensing of pesticide operators, applicators, and dealers; conducts routine compliance
monitoring; and conducts complaint driven investigations to determine compliance with ORS 634, Pesticide Control Law. These activities reduce
the potential for misuse of pesticide products that may result in adverse health or environmental harm or damage. Having actuals below target
indicates greater compliance with pesticide rules which reduces the enforcement actions and indicates the education and outreach programs

have been effective in informing the regulated public of requirements.

Factors Affecting Results
Factors that may affect annual results include new state or federal pesticide laws and regulations, limited staff or resources to provide education

and outreach or compliance monitoring to prevent misuse, increased public awareness or concern regarding pestidcide use practicies, increased
focus on pesticide use activities, increased focus by the regulated community to follow requirements, and trends previously documented.

The doubling of enforcement actions is related to investigations and violations associated with the growing of cannabis.
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KPM #7 Non-traditional 3rd party certification services - Number of days required to process and issue certification after audit completion.
Data Collection Period: Jan 01 - Dec 31

* Upward Trend = positive result
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Report Year 2013 2014 2015 2016 2017

Non-traditional 3rd Party Certification Services
Actual 84% 85% 87% 80% 78%

Target 90% 90% 90% 90% 90%

How Are We Doing
In calendar year 2017, ODA processed a total of 635 certification audits in the USDA GAP/GHP/HGAP, GFSI, and National Organic Program

certification programs.
The program is currently running at 78 percent compliance with the 15 business-day benchmark.

The reporting period for this KPM is January 1 through December 31. Results for 2018 are pending as the Oregon Department of Agriculture
(ODA\) does not report partial data. ODA will update this KPM once the reporting period has closed.

Factors Affecting Results

Factors affecting results include: staffing concerns, auditor and administrative staff workload, reliance on outside partners for key tasks, and
employee accuracy and competency. Due to short staffing issues in 2017 specifically for conducting GFSI-benchmarked audits, the anticipated
results were not met.

Organic certification fell short of meeting the targeted goal. USDA GAP/GHP/HGAP reports were handled in a timely manner 97 percent of the
time. Only percent of GlobalGAP and PrimusGFS reports were submitted within 15 days of the audit date. USDA GAP/GHP/HGAP processing
times are within the target parameter established within the cooperative agreement with USDA any delays with submissions are largely auditor-

specific and not a systemic issue.
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KPM #8 Trade Activities - Sales as a result of trade activities with Oregon producers and processors.
Data Collection Period: Jan 01 - Dec 31

* Upward Trend = positive result
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Report Year 2013 2014 2015 2016 2017
Actual $38,000,000.00 $34,500,000.00 $28,300,000.00 $25,350,000.00 $23,550,000.00
Target $32,000,000.00 $32,000,000.00 $32,000,000.00 $32,000,000.00 $32,000,000.00

How Are We Doing

Although we did not meet our sales target in 2017, the Agricultural Development and Marketing program continues to provide strong economic
benefit to Oregon’s agriculture and food processing industry. In this uncertain export environment for many of our agricultural and food sectors,
the program works diligently on several market access and business development issues. Although export values are not back to pre-2015 levels,
Oregon shippers experienced an upturn in overall exports in the 2017 calendar year. Oregon export values to China and Taiwan remained flat or
decreased slightly. But exports values to Japan, South Korea and Canada increased. Continuing to embrace new markets and adapt to changing
market conditions is imperative for Oregon agriculture to be competitive.

The program continues to explore and analyze markets as Oregon transitions from an exporter of primarily raw commodities, to a mature mix of
commodity and value-added goods. Local, domestic and institutional markets are a great opportunity for many of Oregon’s food and beverage
companies. Strong local and domestic trade shows like the “Taste of the Northwest” and Natural Products Expo, the farm to school program and
farmers market networks continue to enhance our position as a trustworthy advocate of these goods.

The Market Access and Certification Program provides additional critical services not captured through sales numbers. Whether working through
government to government technical issues to release goods into foreign markets, administering the the Machinery and Equipment program or
preparing producers for institutional markets, these efforts directly and positively impact Oregon’s agricultural industry.

The reporting period for this KPM is January 1 through December 31. Results for 2018 are pending as the Oregon Department of Agriculture
(ODA\) does not report partial data. ODA will update this KPM once the reporting period has closed.

Factors Affecting Results

The strong dollar tends to make high quality, high value agricultural goods more expensive for our emerging markets, particularly in Asia, and
slows total volumes and sales. The industry continues struggling to regain market share in many Asian markets in the aftermath of the west coast
port issues that occurred at the end of the 2014. An uncertain trade environment with many of the United States' key trading partners may have
hindered the acceptance of Oregon agricultural goods as well. Results were also affected by the reduction in staffing levels for the Ag
Development & Marketing Program during calendar year 2017. As a result, some market development activities were suspended. A Program
Option Package to add an additional position has been submitted in the 2019-2021 Oregon Department of Agriculture Agency Request budget.
The Program will continue to seek input from industry stakeholders by establishing a more formalized way to identify market development and
promotion opportunities and review Program priorities for market development and promotion activities.
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KPM #9 Ag Employment - Number of jobs saved or created as a result of activities to retain or expand existing Oregon agricultural and food
processing capacity. Measured in numbers of jobs based on telephone and email surveys of companies assisted.

Data Collection Period: Jan 01 - Dec 31

* Upward Trend = positive result
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Report Year 2013 2014 2015 2016 2017
Ag Employment
Actual 135 117 99 99 94
Target 160 160 160 160 160

How Are We Doing

The program has not met its target for this measure for the past several years and is looking for a better way to measure performance in business
development and recruitment activities. The actual goal of recruiting agricultural and food processing companies in Oregon still remains valid, but
measuring by only jobs created or retained causes some inconsistencies in actually promoting economic growth. The program is looking for ways
to better measure performance in recruitment and expansion efforts and looking to work with our partners in other economic development
agencies to look at joint reporting and consistent measurement options.

The reporting period for this KPM is January 1 through December 31. Results for 2018 are pending as the Oregon Department of Agriculture
(ODA\) does not report partial data. ODA will update this KPM once the reporting period has closed.

Factors Affecting Results

Many existing Oregon agricultural and food processing companies are growing and expanding, but jobs may be reduced due to increases in
technology and sophistication of equipment. Jobs measured on a yearly basis are also difficult to maintain, as large development and recruitment
efforts are long term projects and don’t consistently produce jobs year on year.
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KPM #10 CAFOs - Percent of permitted Oregon Confined Animal Feeding Operations (CAFOs) found to be in compliance with their permit
during annual inspections.

Data Collection Period: Jan 01 - Dec 31

* Upward Trend = positive result
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Report Year 2013 2014 2015 2016 2017
Percent of permitted Oregon Confined Animal Feeding Operations (CAFOs) found to be in compliance with their permit during annual
inspections
Actual 96.30% 97.70% 96.80% 97.20% 93%
Target 90% 90% 90% 90% 90%

How Are We Doing
The Federal Clean Water Act provides for the regulation of confined animal feeding operations (CAFO) under a National Pollutant Discharge
Elimination System (NPDES) permit. This authority has been granted to Oregon through an agreement with the US Environmental Protection

Agency (EPA).

This measure demonstrates compliance of permitted CAFOs with state and federal water quality laws. The measure also allows ODA to bring
swift resolution of permitted CAFOs in violation of permit or water quality laws and rules. Overall most facilities are able to operate in compliance
with the permit. The ODA contines to work with all permittees to address challenges in meeting the requirment of the permit.

The reporting period for this KPM is January 1 - December 31. Results for 2018 are pending as the Oregon Department of Agriculture (ODA) does
not report partial data. ODA will update this KPM once the reporting period has closed.

Factors Affecting Results
Change in ownership of CAFOs, technology available to operators, and weather conditions all affect compliance with the state permit. On going
staff interaction with operators using a progressive compliance approach is necessary to prevent problems or address them while they are small.
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Smoke Management - No increase above 2002 levels in hours of 'significant smoke intrusions' due to field burning in key cities in the
KPM #11 & . ]
Willamette Valley as measured by nephelometer readings.

Data Collection Period: Jul 01 - Oct 15

* Upward Trend = negative result

13 14 15 16
M actual M target

Report Year 2013 2014 2015 2016 2017
Metric Value
Actual 9 13 7 1 7
Target 8 8 8 8 8

How Are We Doing
In the Silverton Hills of Marion County and a small section of northwestern Linn County, grass seed and cereal grain residue is burned following

harvest (primarily July-September). Field burning is conducted following careful meteorological examination to ensure maximum smoke
evacuation, while reducing the potential of smoke “impacts” on the public. Precise prediction of weather patterns conducive to complete

evacuation is an inexact science.

Factors Affecting Results
Many meteorological factors are considered prior to field ignition. Wind speed and direction, mixing heights (how high the smoke will go), humidity,

and other factors are evaluated prior to the release of field burning permits. Once a permit is issued, the producer has one hour to ignite the field.

Another consideration is field location. Some fields require southerly wind components. In others northerly components are necessary. Each field
burning season, the predominant wind direction can change. In the Willamette Valley, a field’s location in relation to dominant prevailing winds
has great effect on the number of impacts recorded. Consequently, the number of impacts can vary depending upon any given year’s prevailing
wind direction, field location, and the locations of air quality samplers. For example, three samplers are located contiguously from Lyons, then “up-
canyon” in Mill City and Detroit. These sampler locations may register smoke impacts redundantly.
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KPM #12 Water Quality - Percent of monitored stream sites associated with predominantly agriculture use with significantly increasing trends in

water quality.

Data Collection Period: Jan 01 - Dec 31

Report Year

Actual
Target

Actual
Target

Actual
Target

How Are We Doing

16

antly agriculture use with significantly increasing trends in water quality
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KPM - View Report
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2014

25%
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inantly agripulture use with water quality in good to excellent condition.

2015

17%
33%
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2016

24%
33%

52%
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14%
8%

2017

15%
33%

57%
60%

5%
8%

1 predomingntly agriculture use with decreasing trends in water quality.

The Oregon Department of Agriculture (ODA) uses a combination of educational efforts and regulatory actions to encourage Oregon's agricultural
producers to maintain and enhance water quality. This is accomplished through 38 basin plans created in response to legislation established in

1993. Partners include the agricultural community, soil and water conservation districts, Oregon Watershed Enhancement Board, USDA Natural
Resources Conservation Service (NRCS), and Oregon State University (OSU) Extension Service.

This measure was established in 2005 using the DEQ data pertinent to agriculturally dominated areas.

Factors Affecting Results

ODA has worked with partners to add a strategic approach to our education and regulatory work. Through an effort called Coordinated
Streamside Management, ODA works with partners to identify small watersheds for focused outreach, regulatory work, technical and financial
assistance, and long-term monitoring. ODA assess ag lands and based on opportunities for improvement, pursue voluntary and regulatory tools to
achieve compliance with water quality rules and attainment of water quality goals.
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KPM #13 Customer Service - Percent of customers rating their satisfaction with the agency's customer service as "good" or "excellent": overall
customer service, timeliness, accuracy, helpfulness, expertise and availability of information.

Data Collection Period: Jan 01 - Dec 31

KPM - View Report
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Report Year 2013 2014 2015 2016 2017
Actual 89.60% 88.10% No Data 79% 88%
Target TBD TBD TBD 90% 90%
Actual 92.60% 92.10% No Data 84.20% 93%
Target TBD TBD TBD 90% 90%
Actual 94% 93.60% No Data 88.30% 94%
Target TBD TBD TBD 90% 90%
Actual 94% 93.60% No Data 86.90% 93%
Target TBD TBD TBD 90% 90%
Actual 93% 91.90% No Data 89.50% 94%
Target TBD TBD TBD 90% 90%
Actual 93.50% 92.10% No Data 82.90% 93%
Target TBD TBD TBD 90% 90%

How Are We Doing

ODA's mission is to ensure healthy natural resources, environment, and economy for Oregonians now and in the future through inspection and
certification, regulation, and promotion of agriculture and food. ODA's strategy to employ core values that guide the actions of employees as
they carry out the mission of the agency in a way that provides customer satisfaction. ODA conducts its customer survey on a randomly selected
group of individuals (complier, consumer, and consitutent) who have had recent contact with the agency. The survey is conducted for three

months and is performed during a different quarter each year. The above data was collected from July 1 through September 30, 2017.

Factors Affecting Results

One factor that could possibly affect survey results is the sampling time frame. Many ODA programs are cyclical and may be under or
over represented at different time frames throughout the year. The ODA rotates the sampling time period in an attempt to include all types

of agency customers. ODA will continue to provide quality customer service and will continue to conduct customer satisfaction surveys on an

annual basis.

https://kpm.dasapp.oregon.gov/Reporting/View/1259?NoMenu=False
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Oregon Department of Agriculture — Customer Service Survey Summary 2018
September — December 2018
Distributed via email, postcard (mailed and hand delivered) website, social media

Received 1040 responses.

Primary source for referral (74.3%) was via email (signature and listserv).
o Complier: 755 (72.6%)
e Consumer: 138 (13.3%)
e Constituent: 147 (14.1%)

Programs with feedback

Industrial Hemp _ Land Use
6% 3%

Noxious Weed
Control
6% Food Safety Program
28%
Certification Services
8%

Marijuana
8%

Licensing
8%

All Others

Weights & Measures 21%

12%

Overall agency ratings
Note: Percentages exclude “I don’t know” responses from the total.

Overall Service: 88% — Excellent & Good = 899
Fair =76, Poor = 41, | don’t know = 24, Valid responses = 1040

Timeliness: 89% — Excellent & Good = 712
Fair = 60, Poor = 32, | don’t know = 27, Valid responses = 831

Accuracy: 90% — Excellent & Good = 900
Fair = 66, Poor = 35, | don’t know = 39, Valid responses = 1040

Helpfulness: 89% — Excellent & Good = 898
Fair =67, Poor = 48, | don’t know = 27, Valid responses = 1040

Expertise: 90% — Excellent & Good = 907
Fair =75, Poor = 26, | don’t know = 31, Valid responses = 1039

Availability of info: 84% — Excellent & Good = 853
Fair = 102, Poor = 56, | don’t know = 29, Valid responses = 1040



Comparison of past excellent/good ratings
Note: Percentage represent combined excellent and good ratings and exclude “I don’t know” responses
from the total.

Good and Excellent Ratings

100.0%

s =
95.0% —

7.

90.0%

85.0%

80.0%

75.0%
2006 2007 2008 2009 2010 2011 2012 2013 2014 2016 2017 2018

== Qverall Service =====Timeliness === Accuracy Helpfulness e Expertise === |nformation Availability

Excellent/good ratings by customer type

Note: Customer type is self-categorized by survey respondent. Response total varies by question as some
respondents may have skipped questions. Percentages represent combined excellent and good ratings
and exclude “I don’t know” responses from the total.

Overall Service 89% 89% 85%
Timeliness 89% 82% 89%
Accuracy 90% 92% 87%
Helpfulness 89% 89% 87%
Expertise 91% 91% 86%
Info Availability 84% 87% 82%




STRATEGIC PLAN

* Presented plan to legislature in November 2017
« Selected FY 18-19 priorities in September 2018
— Over 208 individuals provided feedback

* Developed program area level objectives and key
results to support priorities
* Tracking progress of objectives and key results

— Increased Customer Service Survey responses from 215
(2017) to 1040 (2018)

— Trained 15+ staff in strategy management practices
~ — Launching internal leadership training program




KEY OBJECTIVES

* Operate as a role model organization

* Operate in a culture of compliance and support
« Embrace a culture of collaboration

* Foster employee excellence — FY18-19 Priority

* Provide excellent customer service recognizing the
diversity of Oregon agriculture — FY18-19 Priority

« Connect & promote Oregon food & agriculture as a
valued experience for consumers & an exciting career
choice




Oregon Department of Agriculture

X RN

Oregon
Department

of Agriculture

635 Capitol St.NE
Salem, OR 97301-2532

2019-21 Governor’s Budget

2017-19 Legislatively

2019-21 Current

2019-21

Approved Budget Service Level Governor’s Budget
General Fund $ 23,529,248 $ 25206997 25,970,304
Lottery Fund 10,360,960 7,366,847 7,570,661
Other Funds 68,154,857 71,565,017 73,488,500
Federal Funds 17,615,623 15,857,812 17,371,337
Total Funds 119,660,688 119,996,673 124,400,802
Positions 505 475 495
Full-Time Equivalent (FTE) 376.86 359.09 378.53

2019-21 Significant Changes

Analyst Adjustments — Package 090

Includes reductions to mitigate gap in available General Fund dollars ($904,053 Total GF):
e Elimination of special payments to fund the Predator Control Program — ($481,840)
e Establishment of a State Natural Resource Agency Grants Coordinator position housed at ODA to assist in finding
opportunities to leverage federal funds - $294,099
e Personal Services reductions for vacancy savings — ($546,540)
e  S&S reductions in standard inflation — ($64,812)
e  S&S reductions based on 17-19 projections — ($104,960)




Policy Packages - Recommended

110 - Internal Audit Function $60,913 GF / $192,896 OF / Total $253,809: Requests to establish a Chief Audit Executive
position to be responsible for ODA internal audit activities.

140 - Limitation for Merchant Fees $200,000 OF: Requests Other Funds limitation for payment of merchant fees.

230 — Food Safety Fee Increase (LC 453) $107,233 OF Revenue — Allows Food Safety Program to increase license fees up
to 3% annually.

260 - Agency Lab Consolidation Planning $200,000 OF: Requests Other funds to explore the opportunity to relocate the
regulatory lab and to consolidate ODA laboratories.

270 - Weights & Measures Fee Cap Increase (LC 450) $102,649 OF Revenue — Increases statutory maximum license fees
to allow Weights & Measures Program to administratively increase fees.

280 — Food Safety Fee Ratification $212,163 OF Revenue — Requests to ratify an administrative fee increase.

290 - Weights & Measures Fee Ratification $679,780 OF Revenue — Requests to ratify two administrative fee increases.

295 - Avian Influenza Limited Duration Position $152,486 FF: Requests to continue Federal Funds limited duration
position.

330 - Klamath Ag Water Quality Monitoring $100,000 GF: Requests General Fund to support ODA's work with partner
agencies and landowners to understand and address water quality issues associated with agricultural lands around
Klamath Lake.

340 — CAFO Fee Increase (LC 455) $171,899 OF Revenue — Increases annual permit fee caps in statute for Confined
Animal Feeding Operations (CAFO) and increases new application fees for individual NPDES CAFO permits.

350 - Lower Umatilla Groundwater Monitoring and Coordination $250,000 GF: Requests General Fund to provide
leadership and facilitation to stakeholders in the Lower Umatilla Basin Groundwater Management Area (GWMA),
develop measurable objectives, and identify monitoring needs.

370 - Worker Protection Standard Training $204,203 OF: Requests an Other Funds position for education, training, and
technical assistance under the federal Worker Protection Standard and related state laws.

385 - Align Pesticide Stewardship Prgm Funding ($7,792) GF / $7,792 OF / Total $0: Aligns budget categories for the
Pesticide Stewardship Partnership program to ensure activities are split 50-50 General Fund and Other Funds.

390 - Fertilizer Registration Staffing $202,741 OF: Requests a position in the Fertilizer program to continue providing
customer service and consumer protection.

Policy Packages — Recommended continued

410 - Market Development & International Marketing $371,983 GF: Requests General Fund for a Trade Development
Specialist position to develop and promote market access for Oregon products and maintain relationships with Oregon
trading partners.

430 - Food Safety Modernization Act $1,400,000 FF: Requests to continue Federal Funds and four limited duration
positions related to the Food Safety Modernization Act (FSMA).

450 - Certifications Fee Ratification $325,232 OF Revenue — Requests to ratify an administrative fee increase.

Policy Packages - Recommended as Modified
240 - Laboratory Equipment Replacement & Operations $846,224 GF / $419,826 OF / Total $1,266,050: Requests
equipment replacement, preventative maintenance, audit and performance testing associated with ISO accreditation
requirements, and software licensing fees. The package also requests to add an Operations Manager.
e  Modified to fund the equipment component only $600,000 GF
310 - Strategic Implementation Area $1,700,000 GF: Requests General Fund and four positions to expand ODA's work
with partner agencies and organizations to achieve water quality goals in small agricultural watersheds.
e  Modified to $463,609 GF including two positions
320 - Japanese Beetle Eradication Funding $2.403,742 LF: Requests to continue one-time M76 Lottery Funds and 13
limited duration positions to continue Japanese Beetle eradication efforts.
e  Modified to fund $141,278 LF due to available resources
380 - Invasive Species Council Base Funding $100,000 LF: Requests additional M76 Lottery Funds to support Invasive
Species Council activities and contracting for the Invasive Species Council coordinator.
e Modified to fund $99,881 LF
395 - Plant Program Staffing $370,196 OF: Requests additional staffing in the plant programs.
e  Modified to remove requested position reclassification in the Hemp Program - $361,762 OF
440 - Shipping Point Staffing $569,822 OF: Requests three Shipping Point Assistant Manager positions.
e  Modified to remove requested position reclassification in the Shipping Point Program - $565,098 OF
461 - Legal Cost Limitation $252,000 GF / $354,000 OF / Total $606,000: Requests additional General Fund and Other
Funds for Attorney General costs.

e  Modified to remove ($252,000) GF and reduce ($21,064) OF

2 Rev 1/25/2019



Policy Packages - Not Recommended

120 - IT Security & Investments $215,709 GF / $683,083 OF / Total $898,792: Requests three positions, a business
analyst, a project manager, and an IT security analyst, to fill gaps in solution development processes and procedures.

130 - Administrative Overhead Parity $766,534 GF / ($766,534) OF / Total $0: Requests General Fund for the
administrative program area to maintain parity with the various funds sources of the programs it supports.

210 - Food Safety Funding $1,470,431 GF/ ($1,470,431) OF / Total $0: Restores General Fund support for the Food
Safety program.

220 - Cannabis Funding Placeholder

250 - Food Safety Data Analyst $236,113 OF: Requests Other Funds to support a new Food Safety Data Analyst position
to reduce inspection backlog and better track and analyze data to inform decisions.

360 - Strengthening State Noxious Weed Program $949 495 GF / ($106,040) OF / ($581,060) FF/ Total $262,395:
Proposes to partially shift the Invasive Noxious Weed Control program from Federal Funds to General Fund, and adds
one Invasive Aquatic Weeds Specialist.

420 - Oregon Promotion and Branding $250,000 GF: Requests General Fund to work with stakeholders to discover,
develop, create, and implement a brand for the Oregon food and agriculture industry.

471 - Agency Position Changes $202,106 GF / ($191,825) OF / Total $10,281: Requests permission to reclassify positions.

481 - Deferred Maintenance $43,540 OF: Requests at least two percent of the current replacement value of ODA state-
owned buildings and infrastructure.

Statewide Adjustments

e  Package 091 represents changes to State Government Service Charges and DAS pricelist charges for services made for
the Governor’s Budget. It reduces ($169,646) GF, ($37,252) LF, ($318,125) OF, and ($38,744) FF for a total reduction
of ($563,767).

e Package 092 reduces Attorney General rates by 5.95 percent to reflect changes in the Governor’s Budget. It reduces
($1,707) GF, ($93) LF, ($25.,820) OF and ($217) FF for a total reduction of ($27,837).

3 Rev 1/25/2019



Agriculture (ODA)

2019-2021 Biennium

Detail of Reductions to 2019-21 Current Service Level Budget

1. i 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
Used in
Priority SCRor Gov.
(ranked most to | Agency Activity Program Unit/Activity Description GF LF OF NL-OF FF NL-FF TOTAL FUNDS Pos. FTE Budget Impact of Reduction on Services and Outcomes
least preferred) Initials udg
Yes / No
Prgm/
Dept | piv
First 5% Reduction - General Fund
Natural Plant Conservation Biology/This program focuses on . .
1 ODA [Resource Policy |protection of threatened and endangered native plants. (114,349) 114,349 - No SJ\:(;'Snme fund shift General Fund support for program to Federal
Area
Eliminates pass through money. Reduction in General Fund
Food Safety/ Predator Control/This program is a cooperative activity with budget for the USDA Wildlife Services Predator Control Program
2 ODA Consumer . USDA Wildlife Serwcgs and Oregon counties. It Functions to (481,840) (481,840) Yes will result |r-1 §!gn|f|cant cutbacks in county fuhdlng for predator
Protection Policy |reduce losses to agricultural producers by predatory control activities at the local level. A decline in predator control
Area animals. activities will result in significant loss from predation in livestock
herds and flocks in areas of diminished control efforts.
"""""""""""""""""""""" Natural |

One-Time fund shift General Fund support for program to
Pesticide License fees

Pesticides Analytical Response Center/Provides an unbiased
review of alleged pesticides poisonings in Oregon.

3 ODA [Resource Policy
Area

Noxious Weed Control/This program’s function is to protect
Oregon’s natural resources and agricultural economy from

Natural . . . . . .
4 ODA  |Resource Policy |nv.as.|ve noxious weeds through ‘|ntegrated conltrol gfforts. (293,291) 293,201 ) No One-Time fund shift General Fund support for program to Lottery
Area This includes early detection rapid response, biological Funds

control and providing technical assistance and grants to
local land managers.

Difference o

Second 5% Reduction - General Fund

Noxious Weed Control/This program’s function is to protect
Oregon’s natural resources and agricultural economy from

5 ODA g:ggj:ce Policy inv.as.ive noxious weeds through .integrated conltrol e.szorts. (295,031) 295,031 ) No One-Time fund shift remaining General Fund support for program
Area This includes early detection rapid response, biological to Lottery Funds
control and providing technical assistance and grants to
local land managers.
Natural Pesticide Stewardship Partnership/ldentifies potential Eliminates General Fund Support to Oregon Department of
6 ODA [Resource Policy |concerns and improves water quality affected by pesticide (965,319) (965,319) No Environmental Quality for Pesticide Stewardship Partnership
Area use around Oregon. Program

Difference -
Grand total all reductions (2,520,700) 588,322 370,870 0 114,349 0 (1,447,159) - -
General Fund Target (2,520,700)
Difference -

2019-21 Reductions - GF Page 1 of 2 12/28/2018



Agriculture (ODA)

2019-2021 Biennium

Detail of Reductions to 2019-21 Current Service Level Budget

Second 5% Reduct

ODA

Area

Natural
Resource Policy
Area

Natural
Resource Policy
Area

watershed enhancement projects and support of Oregon's
Agricultural Water Quality management program, the Oregon
Plan for salmon and watersheds.

Difference

ion - Lottery Funds

Soil and Water Conservation Districts/This activity provides
for utilization of Oregon's 45 Soil and Water Conservation
Districts to provide technical assistance to landowners and
land managers to implement conservation measures and
watershed enhancement projects and support of Oregon's
Agricultural Water Quality management program, the Oregon
Plan for salmon and watersheds.

Insect Pest Prevention and Management/This program
includes exclusion, detection and eradication of harmful
plant pests such as gypsy moth and Japanese beetle.

(209,225)

368,342)

(209,225)

(0.75)

1. i 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
Used in
Priority SCRor Gov.
(ranked most to | Agency Activity Program Unit/Activity Description GF LF OF NL-OF FF NL-FF TOTAL FUNDS Pos. FTE Budget Impact of Reduction on Services and Outcomes
least preferred) Initials udg
Yes / No
Prgm/
Dept | piv
First 5% Reduction - Lottery Funds
Invasive Species Council/The purpose of the Oregon
Natural Invasive Species Council (OISC) shall be to conduct a
1 ODA  |Resource Policy coorqlnated and comprehenswelef.fort to keep |nvaS|Y§ (56,026) (56,026) No Ellmlngte Lottery Funds support for the Oregon Invasive Species
species out of Oregon and to eliminate, reduce, or mitigate Council
Area ) . j ; . .
the impacts of invasive species already established in
Oregon
NOXIOUS, Weed Control/This program.s function is to protect One-Time fund shift a portion of a Natural Resource Specialist 4
Oregon’s natural resources and agricultural economy from ) .
Natural invasive noxious weeds through intearated control efforts from Lottery Funds to Federal Funds. One-Time fund shift
2 ODA Resource Policy B . 9 . 9 ) . ’ (217,863) 217,863 - No assumes that program will receive sufficient Federal Funds to
This includes early detection rapid response, biological ", . e e ) .
Area L : . Support the Position. This Position is critical for the biological
control and providing technical assistance and grants to :
control program of noxious weeds.
local land managers.
Soil and Water Conservation Districts/This activity provides
for utilization of Oregon's 45 Soil and Water Conservation
Natural Districts to provide technical assistance to landowners and Eliminates a portion of a position in the Soil and Water
3 ODA [Resource Policy |land managers to implement conservation measures and (94,454) (94,454) (0.25) No P P

No

Conservation Districts Program

Eliminates remaining portion of a position in the Soil and Water
Conservation Districts Program

Eliminate Three IPPM Laborer positions. Elimination of these
seasonal survey technicians will significantly impact the program
in its response to invasive pest invasion and management.

Grand total all reductions

(736,685)

217,863

(518,822)

2019-21 Reductions - LF

Lottery Funds Target
Difference

(736,685)

Page 2 of 2

12/28/2018



DAS Vacant Position Report
Period End 12/31/18

# of Months Vacant

Reason Position Has Been Vacant
Program Position #| Pos Type Position Title FTE _ |Anticipated Fill Date (Please Choose from Drop Down List) If *Other - Please Specify Reason GF Salary | OF Salary | FF Salary | LF Salary 7-12 12 +
In the process of restucturing job duties &
Admin Svcs 0148030|PF Info Systems Spec 7 1.00 4/1/19|11 - * Other position description 38,530 154,118 0 0 X
Food Safety 1300005 |PF PEM C 1.00 7 - Position used to finance unbudgeted costs 48,990 111,162 0 0 X
Food Safety 1927001 |LF Nat Resource Spc 3 1.00 11 - * Other Position to phase out and the end of the bi 0 0 116,640 0 X
Food Safety 1927002 |LF Nat Resource Spc 3 1.00 11 - * Other Position to phase out and the end of the bi 0 0 116,640 0 X
Food Safety 1927003 |LF Nat Resource Spc 3 1.00 11 - * Other Position to phase out and the end of the bij 0 0 116,640 0 X
Food Safety 1925002 |LF Nat Resource Spc 3 1.00 11 - * Other Related to policy option package 430 - Pos| 0 0 166,640 0 X
Food Safety 1925003 |LF Nat Resource Spc 3 1.00 11 - * Other Related to policy option package 430 - Pos| 0 0 166,640 0 X
Food Safety 1925004 |LP Office Specialist 2 0.50 11 - * Other Related to policy option package 430 - Pos| 0 0 32,592 0 X
Animal Health 0142390(PP Livestock Brand Insp 0.04 2/1/19(2 - Filled or in process of being filled 0 3,150 0 0 X
MSD 1928502 |PF Compliance Spc 2 0.92 10 - No available funds to finance the position Waiting for fee increase to fund position 0 92,744 0 0 X
Natural Resources 0533580 PF Office Manager 1 1.00 4 - Vacant due to pending reclass process Part of policy option package #471 77,448 0 0 0 X
CAFO 0745140 (PF Nat Resource Spc 4 0.73 8 - Position used to finance another position 0 93,716 0 0 X
SWCD 1300007 | PF Program Analyst 3 1.00 6 - Position held open to accumulate savings 0 0 0 170,736 X
Weed 0141240(SF Laborer 2 0.13 3 - Seasonal job Project specific position 0 0 9,615 0 X
IPPM 1900001 |LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 34,560 X
IPPM 1900002 |LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900003 |LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900004 |LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900005 |LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900006|LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900007 |LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900008 LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900009 |LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900010|LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900011 |LF Nat Resource Spc 1 0.54 3/1/19(2 - Filled or in process of being filled 0 0 0 45,500 X
IPPM 1900012 |LF Nat Resource Spc 2 0.75 4/1/19|2 - Filled or in process of being filled 0 0 0 72,396 X
IPPM 1900013 |LF Nat Resource Spc 4 0.75 4/1/19|2 - Filled or in process of being filled 0 0 0 96,174 X
CID/Ship/Seed/HHG 0139120(PF PEM F 1.00 2/1/19(2 - Filled or in process of being filled 0 77,674 0 0 X
Plant Health in CID 0397270 Laborer 2 0.80 8/1/19|3 - Seasonal job 0 9,750 37,079 0 X
Plant Health in CID 0397280 Laborer 2 0.80 8/1/19|3 - Seasonal job 0 9,750 37,079 0 X
Shipping Point 0140110(SP Agricultural Worker 0.19 8/1/19|3 - Seasonal job Recruitment Difficulties 0 10,976 0 0 X
Shipping Point 0140290(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0140610|SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0140810(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0140890(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0140960 (SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0140970|SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0140980(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0140990(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0141190(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0141550|SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0141560(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0141590(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0141630(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0141640|SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0141650(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0144340(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0144410(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0144420|SP Agricultural Worker 0.04 8/1/19|3 - Seasonal job Recruitment Difficulties 0 2,355 0 0 X
Shipping Point 0144440(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0144460(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0144480(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0144510|SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0144600 (SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0144620(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0144670(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 1743001|SP Shipping Pt Insp 2 0.90 8/1/19|3 - Seasonal job Recruitment Difficulties 0 63,210 0 0 X
Shipping Point 1743002|SP Shipping Pt Insp 2 0.90 8/1/19|3 - Seasonal job Recruitment Difficulties 0 63,210 0 0 X
Shipping Point 1743003|SP Shipping Pt Insp 2 0.90 8/1/19|3 - Seasonal job Recruitment Difficulties 0 63,210 0 0 X
Shipping Point 1743004|SP Shipping Pt Insp 2 0.90 8/1/19|3 - Seasonal job Recruitment Difficulties 0 63,210 0 0 X
Ag Development 0692440 |PF Ops & Policy Analyst 3 1.00 6 - Position held open to accumulate savings 128232 0 0 0 X




Oregon Department of Agriculture
Summary of long-term vacancies
Quarter ending December 2018

Reason Policy Area

Vacancies open for 7-11 months

Seasonal job / Project specific Natural Resources and Market Access &
Certification

Filled or in the process of being Food Safety/Consumer Protection, Natural

filled Resources and Market Access & Certification

Positions used to finance Natural Resources and Market Access &

unbudgeted costs or other Certification

positions.

In the process of restructuing duties Administrative Services

& job description

Vacancies open 12 months or more

No available funds to finance the =~ Food Safety/Consumer Protection
position

Seasonal job / Project specific Natural Resources and Market Access &
Certification

Position used to finance Food Safety and Natural Resources

unbudgeted costs or other

positions

Positions phasing out at the end of Food Safety
the biennium

Relating to Policy Option Packages Food Safety and Natural Resources

Function
Biological Technicians; Laborer

Livestock Brand Inspector; Natural Resource
Spec 1, 2 & 4; and Exec Manager F

Program Analyst 3; Ops & Policy Analyst 3

Info Systems Spec 7

Compliance Spec 2

Laborer; Shipping Point Insp 2; Agricultural

Worker
Exec Manager C; Natural Resource Spc 4

Natural Resource Spc 3

Natural Resource Spc 3; Office Specialist 2;
Office Manager 1

Total positions

11

32

FTE

4.10

3.08

2.00

1.00

0.92

7.88

1.73

3.00

3.50




DAS Vacant Position Report
Period End 12/31/18

# of Months Vacant

Reason Position Has Been Vacant
Program Position #| Pos Type Position Title FTE _ |Anticipated Fill Date (Please Choose from Drop Down List) If *Other - Please Specify Reason GF Salary | OF Salary | FF Salary | LF Salary 7-12 12 +
In the process of restucturing job duties &
Admin Svcs 0148030|PF Info Systems Spec 7 1.00 4/1/19|11 - * Other position description 38,530 154,118 0 0 X
Food Safety 1300005 |PF PEM C 1.00 7 - Position used to finance unbudgeted costs 48,990 111,162 0 0 X
Food Safety 1927001 |LF Nat Resource Spc 3 1.00 11 - * Other Position to phase out and the end of the bi 0 0 116,640 0 X
Food Safety 1927002 |LF Nat Resource Spc 3 1.00 11 - * Other Position to phase out and the end of the bi 0 0 116,640 0 X
Food Safety 1927003 |LF Nat Resource Spc 3 1.00 11 - * Other Position to phase out and the end of the bij 0 0 116,640 0 X
Food Safety 1925002 |LF Nat Resource Spc 3 1.00 11 - * Other Related to policy option package 430 - Pos| 0 0 166,640 0 X
Food Safety 1925003 |LF Nat Resource Spc 3 1.00 11 - * Other Related to policy option package 430 - Pos| 0 0 166,640 0 X
Food Safety 1925004 |LP Office Specialist 2 0.50 11 - * Other Related to policy option package 430 - Pos| 0 0 32,592 0 X
Animal Health 0142390(PP Livestock Brand Insp 0.04 2/1/19(2 - Filled or in process of being filled 0 3,150 0 0 X
MSD 1928502 |PF Compliance Spc 2 0.92 10 - No available funds to finance the position Waiting for fee increase to fund position 0 92,744 0 0 X
Natural Resources 0533580 PF Office Manager 1 1.00 4 - Vacant due to pending reclass process Part of policy option package #471 77,448 0 0 0 X
CAFO 0745140 (PF Nat Resource Spc 4 0.73 8 - Position used to finance another position 0 93,716 0 0 X
SWCD 1300007 | PF Program Analyst 3 1.00 6 - Position held open to accumulate savings 0 0 0 170,736 X
Weed 0141240(SF Laborer 2 0.13 3 - Seasonal job Project specific position 0 0 9,615 0 X
IPPM 1900001 |LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 34,560 X
IPPM 1900002 |LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900003 |LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900004 |LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900005 |LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900006|LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900007 |LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900008 LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900009 |LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900010|LP Biological Technician 0.33 3 - Seasonal job Project specific position 0 0 0 22,648 X
IPPM 1900011 |LF Nat Resource Spc 1 0.54 3/1/19(2 - Filled or in process of being filled 0 0 0 45,500 X
IPPM 1900012 |LF Nat Resource Spc 2 0.75 4/1/19|2 - Filled or in process of being filled 0 0 0 72,396 X
IPPM 1900013 |LF Nat Resource Spc 4 0.75 4/1/19|2 - Filled or in process of being filled 0 0 0 96,174 X
CID/Ship/Seed/HHG 0139120(PF PEM F 1.00 2/1/19(2 - Filled or in process of being filled 0 77,674 0 0 X
Plant Health in CID 0397270 Laborer 2 0.80 8/1/19|3 - Seasonal job 0 9,750 37,079 0 X
Plant Health in CID 0397280 Laborer 2 0.80 8/1/19|3 - Seasonal job 0 9,750 37,079 0 X
Shipping Point 0140110(SP Agricultural Worker 0.19 8/1/19|3 - Seasonal job Recruitment Difficulties 0 10,976 0 0 X
Shipping Point 0140290(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0140610|SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0140810(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0140890(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0140960 (SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0140970|SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0140980(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0140990(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0141190(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0141550|SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0141560(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0141590(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0141630(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0141640|SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0141650(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0144340(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0144410(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0144420|SP Agricultural Worker 0.04 8/1/19|3 - Seasonal job Recruitment Difficulties 0 2,355 0 0 X
Shipping Point 0144440(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0144460(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0144480(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0144510|SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0144600 (SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 0144620(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,317 0 0 X
Shipping Point 0144670(SP Agricultural Worker 0.13 8/1/19|3 - Seasonal job Recruitment Difficulties 0 7,065 0 0 X
Shipping Point 1743001|SP Shipping Pt Insp 2 0.90 8/1/19|3 - Seasonal job Recruitment Difficulties 0 63,210 0 0 X
Shipping Point 1743002|SP Shipping Pt Insp 2 0.90 8/1/19|3 - Seasonal job Recruitment Difficulties 0 63,210 0 0 X
Shipping Point 1743003|SP Shipping Pt Insp 2 0.90 8/1/19|3 - Seasonal job Recruitment Difficulties 0 63,210 0 0 X
Shipping Point 1743004|SP Shipping Pt Insp 2 0.90 8/1/19|3 - Seasonal job Recruitment Difficulties 0 63,210 0 0 X
Ag Development 0692440 |PF Ops & Policy Analyst 3 1.00 6 - Position held open to accumulate savings 128232 0 0 0 X




Oregon Department of Agriculture
Summary of long-term vacancies
Quarter ending December 2018

Reason Policy Area

Vacancies open for 7-11 months

Seasonal job / Project specific Natural Resources and Market Access &
Certification

Filled or in the process of being Food Safety/Consumer Protection, Natural

filled Resources and Market Access & Certification

Positions used to finance Natural Resources and Market Access &

unbudgeted costs or other Certification

positions.

In the process of restructuing duties Administrative Services

& job description

Vacancies open 12 months or more

No available funds to finance the =~ Food Safety/Consumer Protection
position

Seasonal job / Project specific Natural Resources and Market Access &
Certification

Position used to finance Food Safety and Natural Resources

unbudgeted costs or other

positions

Positions phasing out at the end of Food Safety
the biennium

Relating to Policy Option Packages Food Safety and Natural Resources

Function
Biological Technicians; Laborer

Livestock Brand Inspector; Natural Resource
Spec 1, 2 & 4; and Exec Manager F

Program Analyst 3; Ops & Policy Analyst 3

Info Systems Spec 7

Compliance Spec 2

Laborer; Shipping Point Insp 2; Agricultural

Worker
Exec Manager C; Natural Resource Spc 4

Natural Resource Spc 3

Natural Resource Spc 3; Office Specialist 2;
Office Manager 1

Total positions

11

32

FTE

4.10

3.08

2.00

1.00

0.92

7.88

1.73

3.00

3.50




Secretary of State Audit Report

Jeanne P. Atkins, Secretary of State

Mary Wenger, Interim Director, Audits Division

Oregon Department of Agriculture: Improved Management Practices,
Use of Resources Could Help Food Safety Program Achieve its Mission

Executive Summary

The Oregon Department of Agriculture’s (ODA) Food Safety Program is
struggling with a backlog of establishments needing inspection. This
backlog was caused by an increase in the number of licensed businesses
and complexity of business practices, and an inspection staff busy with
other duties. By implementing stronger management practices, making
better use of data, and more strategically deploying its resources, the
program can reduce its backlog of inspections, better achieve its mission of
preventing the spread of foodborne illness, and prepare for more
regulatory challenges in the near future.

The Food Safety Program has an inspection backlog

According to ODA, a backlogged firm is one that is three or more months
late for an inspection. We found that, as of October 2016, 2,841 firms were
late for an inspection.

Inspectors have not kept up with this workload in part because the number
of licensed businesses has been steadily increasing for the last 10 years.
There are now more than 12,000 licensees needing regular inspection by
the Food Safety Program.

Inspectors are also spending significant amounts of time on duties that are
not related to inspections, such as attending training courses in specialized
license types or answering customer questions on the phone. Management
has established goals for how much time inspectors should be spending on
inspection-related tasks, but it is not clear these goals are being met.

Federal grants, contracts take time away from
inspections

Many firms in Oregon are subject to inspection not only by ODA, but also by
the federal Food and Drug Administration, or FDA. The Food Safety
Program has a contract with FDA to conduct some of these inspections in
exchange for reimbursement. Currently, ODA conducts 500 contract
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inspections each year, one of the highest contract workloads in the country.
These inspections take significantly longer than a routine ODA inspection.

ODA’s Food Safety Program was one of the first in the country to enroll in
the federal Manufactured Food Regulatory Program Standards, or MFRPS.
Through MFRPS, the program has developed policies and procedures
related to enforcement actions, responding to food-related illness, and
training. This work has taken time away from conducting food safety
inspections and was one of the factors contributing to the backlog.

Staff turnover is a challenge

Since 2006, 28 inspectors have either left the agency or retired. Retiring
inspectors often take decades of expertise and experience with them.
Hiring and training new staff to replace them is time-intensive. And there is
no formal succession plan to prepare for their departure.

Turnover has been especially challenging for the program’s two field
operations managers, who are responsible for supervising inspectors. ODA
has struggled to keep people in these two positions.

The program uses a tool from FDA that allows food safety regulatory
programs to calculate the number of inspectors required to manage the
workload. But we found the Food Safety Program was incorrectly using this
tool and may not have an accurate estimate of its own staffing needs.

The program needs more management oversight

More oversight of food safety inspectors is needed to ensure the quality
and consistency of inspections. Field operations managers only review the
inspection reports of new inspectors while they are trained. Although field
operations managers are expected to supervise inspectors in the field, this
is not happening because managers are busy with office work.

Management could offer more guidance to help inspectors be more

consistent in their interactions with licensees. Currently, inspectors are
inconsistent in how they issue enforcement actions and how much time
they spend explaining the rules and regulations to food establishments.

The program is also at risk of overlooking some businesses that are
operating without a license. Currently, ODA relies on new businesses to
contact them to obtain a license. But for businesses that may not, there is
no formal policy or procedure to proactively identify them.

The program could benefit from better use of data

We found the Food Safety Program is missing several opportunities to use
data to help make decisions.

Although management can access the program’s Be Food Safe database to
see how many firms are overdue for an inspection, they have not been
consistently tracking and storing these data. Keeping track of these
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numbers could be helpful in identifying patterns and strategies to reduce
the backlog.

Some data are not being kept in the most efficient form for analysis.
Inspectors fill out daily paper reports of how they spend their hours, but
management does not analyze these. By keeping these data in a digital
format that can be easily accessed, and regularly analyzing them,
management could identify how staff spend their time and look for
opportunities for improvement.

We also found that the program could benefit from a designated data
analysis position. Managers say they do not have time to collect and
analyze data because of their other responsibilities. By having someone
whose role is primarily data analysis, the program could benefit from this
data without compromising these other duties.

Recommendations

To work toward the goal of reducing the backlog of inspections, we
recommend ODA reconsider some of its workload, provide more guidance
to inspectors, and better track and analyze data to inform these decisions.
To help the program better achieve its mission, we recommend ODA
develop policies and procedures to improve oversight of inspectors and
develop partnerships with other agencies. And to address some of the
staffing challenges, we recommend the program use data to analyze its
staffing needs and develop a succession plan for retiring inspectors. Our
specific recommendations can be found on Page 22 of the report.

Agency Response

The agency generally agrees with our findings and recommendations. The
full agency response can be found at the end of the report.

November 2016
Page 3



Background

A farmer stands in his field in the early
days of Oregon agriculture.

Photo by Oregon Department of
Agriculture
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Agriculture has existed in Oregon for as long as it has been a state. Early
boards and commissions reflected the range of activities falling under the
umbrella of Oregon agriculture; from pest and disease prevention to
commodity inspection to animal and livestock regulation.

In 1931, the legislature moved to gather 13 separate boards, bureaus, and
commissions and unite them as a single State Department of Agriculture.
This agency is now known as the Oregon Department of Agriculture (ODA).

Since then, agriculture in Oregon has grown, as have the agency’s
responsibilities. Those responsibilities include regulating the use of
pesticides; protecting Oregon from plant pests and diseases; inspecting
commodity crops; helping producers sell and ship products domestically
and overseas; and inspecting almost all facets of the food distribution
system for health and safety.

These wide-ranging duties are encompassed by three policy areas of the
agency’s mission:

» to ensure food safety and provide consumer protection;

= protect the natural resource base for present and future generations of
farmers and ranchers; and

» promote economic development and expand market opportunities for
Oregon agricultural products.

Of all these, the agency’s highest priority is the Food Safety Program.

Roles and responsibilities of the Food Safety Program

Even before there was a State Department of Agriculture, there were food
safety inspectors. In the early 1900s, the Dairy and Food Commission sent
inspectors out in a Model T, spending weeks driving across the state to visit
farms that needed to be checked.

Today’s Food Safety Program employs 38 ins7pectors, spread throughout
the state (see figure 1). These inspectors are supervised by two field
operations managers, who are in turn led by two program managers and
the program director.

The program is responsible for licensing and regulating more than 12,000
food production, processing and distribution establishments throughout
the state, including grocery stores, bakeries, processors and manufacturers,
as well as regulating Oregon’s dairy and shellfish industries.

The program’s inspection staff conduct routine food safety inspections.
Seven of these inspectors are specialists, who provide expertise for
inspections of certain specialized license types, such as dairy, shellfish or
manufactured foods.
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Figure 1: Food safety inspectors are located throughout Oregon

ODA works in tandem with the Oregon Health Authority, whose county
health departments are responsible for inspecting restaurants and other
food service establishments.

During a retail food safety inspection, inspectors refer to the Food Code to
ensure that food is being handled and sold safely. The United States Food
and Drug Administration (FDA) issues an updated model Food Code every
several years, which states can either adopt entirely or use to create their
own version. Oregon has adopted almost all of the 2009 Food Code, with
some minor changes to reflect the state’s unique agriculture landscape.

Inspectors describe the Food Code as prescriptive. For instance, it requires
that potentially hazardous food be maintained at a minimum of 130°F for
hot foods, and a maximum of 41°F for cold foods. It also specifies how to
keep food preparation areas clean; how to properly store and label
potentially hazardous food; and how to maintain entrances to prevent pest
access, among other things.

The Food Code applies only to retail licensees such as grocery and
convenience stores. Other licensees, such as manufacturers and processors,
are regulated by other federal codes that are more complicated, but ensure
that food is being processed and created to avoid contamination and
maintain public health.

All food safety licensees are inspected in regular intervals, although how
frequently varies by the license type, the level of risk at each facility, and
record of compliance. A low-risk retail firm, such as a convenience store,
may only be inspected once every three years. But a high-risk retail
establishment, such as a large grocery store that prepares food on-site, is
inspected annually.

In 2014, the Food Safety Program launched its own application for
inspectors to electronically fill out reports in the field, known as Be Food
Safe. The application stores some data, such as the dates when an
establishment is inspected and the number of licenses assigned to each
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A food safety inspector checks the
temperature of product.

Photo by Oregon Department of
Agriculture
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inspector. Inspectors told us this new system is preferable to the former
method of filling out paper reports and helps complete inspections faster.

Program revenue includes federal contracts and grants

For the 2015-17 biennium, ODA was operating with a $105.8 million
budget, $10.9 million of which was earmarked for the Food Safety Program.
The bulk of the program’s budget lies in Other Funds, which includes
license fees and reimbursement for inspections conducted under a contract
with FDA.

Food establishments that sell or receive products across state lines are
required to be inspected not only by ODA, but by FDA. To streamline this
process, FDA contracts with states to conduct some of these inspections.
Forty-three states, including Oregon, are currently under contract.

States meet individually with FDA to negotiate the number of contract
inspections they do each year. Oregon currently conducts 500 FDA contract
inspections annually — one of the highest workloads in the country.

As part of that negotiation, ODA calculates the cost to the agency for
conducting an individual FDA contract inspection. FDA then reimburses the
agency for those costs at the contract year’s end.

Participation in these FDA contract inspections means states are eligible to
enroll in the Manufactured Food Regulatory Program Standards, otherwise
known as MFRPS. MFRPS includes guidelines for developing 10 standards,
the goal of which is to help states implement quality regulatory programs
that are consistent nationwide.

For 2015-16, ODA received a grant of $300,000 to help with the
implementation of MFRPS and offset the cost to the program of developing
the standards.

In addition to the FDA contract reimbursement and the MFRPS grant, the
Food Safety Program earns revenue from license fees. The amounts that
ODA charges for its licenses varies by both the type of license and, in most
cases, the gross annual sales reported by the firm. These annual fees range
from as little as $108 to as much as $1,624.

ODA has statutory authority to raise license fees by no more than 3 percent
annually. The program has not increased its license fees since 2009.
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Audit Results

The Food Safety Program faces challenges to
achieving its mission

Freshly-caught shrimp await processing.

Photo by Oregon Department of
Agriculture

The mission of ODA’s Food Safety Program is to help prevent the spread of
foodborne illness. Program staff accomplish this mission through
monitoring Oregon’s food industry, enforcing sanitation laws, inspecting
food establishments, and working to ensure food is not contaminated,
mislabeled, misrepresented, or changed in any way that impairs its safety.

We identified a number of issues that challenge the program’s ability to
fully achieve its mission.

» Inspectors are struggling to inspect food establishments as frequently as
they should.

» Federal grants and contracts, while beneficial, are taking up valuable time
and resources.

» The program has faced significant staff turnover.
» Stronger oversight is needed by program management.

» The program is not fully taking advantage of data to strategically deploy
its staff.

The stakes are high. The safety of the food system impacts every Oregonian.
ODA plays a crucial role in ensuring not only the health and safety of the
public, but the strength of Oregon’s billion-dollar agriculture economy.

Not addressing these challenges could increase the
risk to both public safety and the agriculture

economy

Report Number 2016-27
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Foodborne illness is common. The Centers for Disease Control and
Prevention estimate that 48 million people — one in six — gets sick from a
foodborne illness each year. The bacteria most often responsible, including
Listeria monocytogenes, Salmonella, and Escherichia coli, are present at all
stages of the food system.

Infection by these bacteria can have serious or even deadly consequences.
Each year, an estimated 128,000 people are hospitalized for a foodborne
illness; another 3,000 people die. And pinpointing the cause of an outbreak
is notoriously difficult: not all illnesses are reported; symptoms may take
days to appear; and people may struggle to remember everything they ate.

Adhering to food safety regulations is crucial to minimize the risk of
contamination. It’s up to food safety inspectors to make sure those
regulations are followed.
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Failure to comply with regulations increases the risk of foodborne illness

In the course of doing a food safety inspection, inspectors are looking for
violations to the retail Food Code or other applicable regulations. Some of
these violations may not be obvious to the average consumer, while others
are more readily apparent.

In June 2015, two food safety inspectors made a visit to a grocery store in
Portland to conduct a routine inspection.

They found hundreds of rodent droppings scattered throughout the store,
from the beverage station in the front to the dry food storage area in the
back. Seven dead mice were still locked in snap traps. The creatures had
apparently found their way in through gaps around plumbing fixtures,
between walls and floors and under doors.

Inspectors issued a notice of closure and condemnation to the firm for the
affected areas. But rather than improve, the problem spread to other parts
of the store.

During a later visit, the inspectors found thousands of insects on glue traps
and dead insects visible inside wrapped packages of lettuce. This time, the
rodents spotted were alive; one stuck to a glue trap behind the bread
display, another running near the front of the store. Inspectors issued a
notice of closure and condemnation to the entire store until the problem
could be resolved.

Not all violations are so obvious. An employee may be failing to properly
sanitize a food preparation area. Food may be held at an improper
temperature, allowing bacteria to grow. A product may contain an allergen,
like peanuts or soy, without declaring it on the label.

When food safety inspectors regularly visit these establishments, they can
catch and help correct these violations, or even run tests to identify the
presence of harmful bacteria, before someone becomes ill.

During an inspection of a Portland-based meat processor in March 2014,
one food safety inspector took routine samples of the product. Those
samples confirmed the presence of Listeria monocytogenes, prompting the
firm to voluntarily recall the contaminated product. No illnesses were
reported in connection with the incident.

A risk of unsafe food can also affect the reputation of a business

Several inspectors told us they see their job as protecting not only
consumers, but businesses as well. A firm that garners a reputation as
unsafe, unclean, or not in compliance with food safety regulations risks
losing customers.

In October 2015, 13 people in Oregon and 27 in Washington were sickened
in an outbreak of E. coli that was later determined to have originated with
the restaurant chain Chipotle Mexican Grill.
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The business suffered. In the three months after the outbreak, profits were
down 44% compared to the year before. Its stock dropped by 37%.

Although restaurants like Chipotle are not inspected by ODA, businesses
that ODA does inspect could be similarly affected by an outbreak of
foodborne illness.

When inspectors are able to conduct inspections on a regular basis, these
risks are mitigated. But challenges facing the program have resulted in
inspectors scrambling to complete their workload and some firms going
without an inspection for years.

Inspectors are behind on inspections

Report Number 2016-27
ODA Food Safety

ODA’s Food Safety Program uses a risk matrix to determine how frequently
licensed firms should be inspected. High-risk firms, such as large grocery
stores or producers of acidified foods, are to be inspected at least once a
year. Medium-risk firms should be inspected at least once every two years,
and low-risk firms once every three.

But inspectors have not been meeting these frequencies.

According to ODA, a backlogged firm is one that is three months late for an
inspection. We found that, as of October 2016, 2,841 firms were overdue
for an inspection.

ODA does not know how long this backlog of inspections has existed.
Agency staff are able to access their Be Food Safe database and determine
how many firms are past due at that moment. But the program has not
been keeping track of these data and is unable to say how many firms were
past due a year ago or five years ago.

The number of licensees and demand for inspections has increased

According to inspectors, keeping up with the workload is increasingly
difficult as the number of food establishments in the state grows.

In 2005, the Food Safety Program licensed 9,000 firms in the state of
Oregon. By 2015, that number had increased to 11,000 firms. Now, the
number of licensed firms in the state is more than 12,000.

November 2016
Page 9



An ODA inspector gathers shellfish
samples.

Photo by Oregon Department of
Agriculture
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Figure 2: The number of licenses has increased in the last 10 years
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Meanwhile, staffing levels have changed very little. There are currently 38
food safety inspectors responsible for inspecting all 12,000 licenses.
Staffing levels have fluctuated in recent years, but by a relatively small
amount, give or take two or three positions.

Inspectors also told us that not only has the number of licensees increased,
but business practices are more complex, increasing the amount of time
needed for individual inspections. For example, more grocery stores are
now participating in high-risk food preparation activities, such as sushi.

Management has not made it a practice to regularly track how long
inspections take, so we were unable to independently verify if inspection
times are, in fact, increasing.

Inspectors are spending time on non-inspection duties

The job of a food safety inspector goes beyond conducting inspections.
Tasks and duties vary from inspector to inspector, depending on their own
expertise, background, and job classification.

In addition to inspecting food establishments, inspectors investigate
consumer complaints, perform facility plan reviews, examine packaging
and labels, gather samples for routine testing, offer consultation for new
businesses, and are available to answer questions from business owners.

Inspectors involved with the dairy and shellfish programs have additional
duties, which range from sampling water at the Oregon coast to evaluating
highly technical pasteurization and processing equipment. Other tasks may
include coordinating recalls, attending training, auditing FDA contract
inspection reports, and testing the program’s Be Food Safe app.

Management’s goal is that most inspectors spend about 63% of their total
working hours conducting inspections. Specialists are expected to spend
50% of their total hours on inspections.
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However, it is not clear these goals are being met. Inspectors fill out daily
reports accounting for their work hours, but management is not using this
information to analyze how inspectors spend their time. Some inspectors
told us they spend very little time conducting inspections because they are
too busy with other duties and projects, including Be Food Safe and MFRPS.

Inspectors cannot keep up with the license inspection demand

In interviews, many inspectors said they were simply unable to complete
all their work and assignments in the time they were given.

Many inspectors said they needed to prioritize their work. For some
inspection types, such as dairy or FDA contract inspections, there are
consequences if an inspection is missed or completed late. Dairy
inspections must be completed in order for Oregon’s dairy farmers to ship
out of state; FDA contract inspections must be completed on time for the
program to receive reimbursement.

As a result, other inspection types — primarily retail — are given a lower
priority or simply not done. Several inspectors told us that the inability to
keep up with the work was stressful, distressing, and difficult.

Management has set goals to reduce the number of licenses that are
overdue for an inspection. By the end of 2016, they hope to eliminate the
backlog of high-risk firms that haven’t been visited in two years. But they
told us “It took years to get to this point, and it will take years to dig
ourselves back out.”

The program started to fall behind around 2009 or 2010 — right around
the time the Food Safety Program implemented MFRPS.

Federal grants and contracts are beneficial, but
come at a cost

Ten standards of MFRPS

Standard 1:
Standard 2:
Standard 3:
Standard 4:
Standard 5:

Standard 6:

Standard 7:

Standard 8:

Standard 9:
Standard 10:

Regulatory Foundation
Training Program
Inspection Program
Inspection Audit Program
Food-related Iliness and
Outbreaks and Response
Compliance and
Enforcement Program
Industry and Community
Relations

Program Resources
Program Assessment
Laboratory Services
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MFRPS has been beneficial in developing policies, procedures

Oregon was one of the first states to enroll in FDA’s Manufactured Food
Regulatory Program Standards, or MFRPS, in 2007.

Since then, the Food Safety Program has invested considerable time and
energy in developing the 10 standards. Several food safety inspectors have
taken time away from their usual duties to accomplish this. To help offset
the cost of staff time, FDA offers a grant of up to $300,000 each year with
enrollment in MFRPS.

Management told us that while MFRPS has taken away from time spent on
inspections, the investment has been worth it. MFRPS helped the program
organize, develop, and document policies and procedures related to
enforcement actions, responding to food-related illness, and training. For
example, the risk matrix that determines how frequently licenses should be
inspected was developed through MFRPS.
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With the standards now developed, it is unclear what impact MFRPS will
have on the program’s workload in the future. But by scaling back the
amount of time spent on MFRPS, staff could spend more time on
inspections and working to reduce the backlog.

But MFRPS isn’t the only thing taking time away from inspections. There is
a requirement that states must meet before they can be awarded the
MFRPS grant — they must maintain an FDA inspection contract.

FDA contract inspections are time-consuming

Forty-three states have a contract with FDA to conduct inspections in some
food manufacturing and processing firms, but Oregon has agreed to take on
a much higher number than almost every state.

During contract years 2015 and 2016, ODA agreed to conduct 500
inspections on behalf of FDA. This is tied with Ohio for the 2n highest
number of contract inspections nationwide, surpassed only by Washington.
As recently as 2010, the program had agreed to conduct 750 contract
inspections.

Contract inspections can vary by state. For example, Alaska conducts fewer
contract inspections than Oregon, but many of them are complex and may
take longer.

Figure 3: Oregon is tied for the 2nd highest number of FDA contract inspections
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Representatives from ODA and FDA meet annually to negotiate the number
of firms to inspect, which firms to inspect, and the unit price per inspection.
The unit price is the cost ODA estimates for a single contract inspection
accounting for the hourly wage of the inspector, how long the average
contract inspection takes, the average travel time, and other factors.
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FDA also requires ODA to conduct desk audits of the inspection reports and
send inspectors out in the field to audit each other. This additional cost for
time spent auditing is included in the negotiation.

Once all of the contract inspections are completed, FDA reimburses the
Food Safety Program for these costs. For fiscal year 2015-16, ODA
estimated the total cost to the program to be $676,941.65.

These FDA contract inspections take significantly longer than routine
inspections. In addition to the routine inspection work, contract inspection
reports must include a detailed questionnaire and documentation about
the firm’s operations. Reports are reviewed by other staff, who then submit
them directly to FDA.

Some inspectors estimated FDA contract inspections take four to six hours
longer than a routine inspection, much of that due to writing the report.
Particularly complex facilities can take as long as 12 hours to complete a
contract inspection.

Participating in the FDA contract, regardless of the number of inspections
completed, offers a number of benefits for state food safety programs. It
allows them to enroll in MFRPS. It offers access to training on how to
inspect specialty license types, such as acidified foods or low-acid canned
foods. It also provides the opportunity for states to get funding to seek
accreditation for their laboratory.

But the high number of these time-intensive inspections may be prohibiting
ODA from completing some of its own routine inspections. If the Food
Safety Program were to reduce the number of contract inspections by 100,
we estimate they would gain back 700 inspection hours that could be used
to reduce the backlog.

The program could do a better job of addressing its
staffing challenges

Report Number 2016-27
ODA Food Safety

In February 2014, representatives from the Northwest Grocery Association
approached the Legislature to ask their approval for three limited duration
inspector positions to be hired by the Food Safety Program.

The Legislature granted the request. ODA began recruiting for three limited
duration positions in December 2014, to add to the existing team of 35 food
safety inspectors. In the upcoming legislative session, ODA plans to request
that two of those positions be made permanent.

Management told us they believe this strategy to reduce the backlog
appears to be working. However, since the Food Safety Program does not
track the extent of the backlog over time, it is unclear how much of an effect
these extra positions are having.
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An inspector conducts an inspection of a
processing plant.
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In interviews with inspectors, almost everyone told us the one thing that
could help with the backlog would be to add more staff. They think the
Food Safety Program is understaffed, given the number of licenses and
other duties they are responsible for and due to staffing challenges the
Food Safety Program has recently faced.

The program has experienced significant turnover
Since 2006, 28 inspectors have either left the agency or retired.

Retiring inspectors are a challenge for the program. Inspectors who retire
after decades of service take the accompanying knowledge and expertise
with them. And there is no formal succession plan for the agency as a
whole, let alone the Food Safety Program, to prepare for their departure.

In recent months, some staff have agreed to stay on part-time to help train
and prepare their successors. But these efforts have been initiated by staff
themselves; this does not occur on a regular basis.

Hiring and training new inspectors is a time-intensive process. New
inspectors undergo rigorous training that lasts weeks before they begin
conducting inspections. This process involves much of the food safety staff,
who take time away from their own duties to help with training.

Turnover has been especially challenging for the program’s two field
operations manager positions, which are responsible for supervising food
safety inspectors. In the course of conducting our audit, one manager
retired and the other has been in the position less than two years. One
candidate who moved up to fill the vacant position decided against it. As of
the writing of this audit, the slot remained vacant.

Several inspectors told us this turnover was due to compensation and
workload. In fact, specialists have the potential to earn higher salaries than
field operations managers. Staff described the field operations manager
roles as more time-intensive and more stressful. Several staff told us that
specialist positions are preferable to supervisory roles.

Staffing needs are being incorrectly calculated

FDA offers a tool for state regulatory programs to estimate their staffing
needs based on factors like the number of licenses, how frequently licenses
are being re-inspected, and how long inspections take.

Using this tool, the Food Safety Program determined they needed 49.4 full
time equivalent (FTE) inspectors.

But we found the program was incorrectly using the tool and over-
estimating the number of inspectors needed to be fully staffed.

The Food Safety Program was incorrectly using the following factors in
their calculations:
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» The re-inspection frequency — the percentage of total firms requiring a
follow-up inspection — was based on the figure FDA uses in the example
of how to use the tool instead of the program’s actual rate.

» The average inspection times were incorrect. Again, the program was
using figures provided by FDA as an example. Program data showed
these inspections, on average, took fewer hours than the examples
provided.

= When the Food Safety Program did their calculations, they accounted for
hours inspectors were spending on duties like MFRPS and sampling.
While they also accounted for FDA contract inspections, they incorrectly
calculated the number of hours spent on these inspections. When we re-
calculated the staffing needs of the program, we used the agency’s own
data instead of the example figures provided by FDA. Our calculations
resulted in an FTE total that was significantly less than the 49.4 FTE the
Food Safety Program calculated using the tool.

[t is important to note the staffing tool cannot account for every task
required of inspectors among different states’ regulatory programs. The
tool is intended to give programs a starting point to estimate their own
staffing needs. To get the most accurate estimates, management should be
using their own data, instead of relying on FDA’s example figures.

There are opportunities for improvement in
program management practices

Wine as it is being processed and
bottled.

Photo by Oregon Department of
Agriculture
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In addition to the field operations managers, the Food Safety Program is
managed by two program managers and one director.

Agency leadership and staff all praised the work managers have done to
maintain a positive atmosphere in the Food Safety Program. Inspectors said
managers were receptive to their concerns and contributed to their
satisfaction with working for ODA.

Management has already taken steps to address some of the challenges we
have outlined in this report. For instance, management had begun to take a
closer look at the available data for the backlog before this audit began.
They also assigned some inspectors to conduct retail-only inspections in
parts of the state where retail firms were most overdue.

But we also identified several areas in which management could improve.

Stronger management oversight is needed

The program’s 38 inspectors are spread throughout the state, where they
work out of their homes to see that businesses from Portland to Ontario are
inspected in a timely fashion. In some instances, inspectors work together
— when training or being audited for FDA contract inspections, for
instance. But most of the time, inspectors work unsupervised.
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Each inspection results in a report, which is saved in the program’s Be Food
Safe database and also emailed to the business owner. We reviewed a
sample of reports to determine how much information they contain about
the quality of inspections.

We found that the reports did not contain enough information to determine
the quality of the inspection. We also accompanied some inspectors out in
the field to observe them as they conducted routine food safety inspections.
Based on our observations and review of reports, it appears that direct
supervision and observation is the more effective way to evaluate the
quality of a food safety inspection.

The job of the field operations managers is to supervise these inspectors
and ensure inspections are being completed thoroughly and consistently.

Previously field operations managers would review a random sample of
inspections reports. According to management, they did away with this
practice due to time constraints after one of the field operations managers
retired.

Now field operations managers only review the reports of newly-hired
inspectors who are still being trained. After a period of time, field
operations managers stop reviewing these reports.

Field operations managers also said they are not spending time observing
staff in the field. They may occasionally accompany an inspector at his or
her request. Inspectors will sometimes reach out to one another for
assistance with inspections. But direct supervision of inspections is not
happening on a regular or consistent basis.

Some inspectors said they wished they could spend more time working
directly with their field operations managers. Other inspectors mentioned
this makes performance evaluations more difficult.

Field operations managers, meanwhile, said they are unable to spend time
in the field because duties in the office keep them at their desks, whether
they are answering questions or working on special projects.

Some inspections are audited. FDA requires that some contract inspections
undergo an auditing process, which includes reviewing the report as well
as observing the inspection. FDA also recently informed ODA it should be
conducting audits for all of its manufacturing inspections, not just the ones
being performed under contract.

But no similar procedure exists to audit the other license types the Food
Safety Program is responsible for inspecting, such as retail.

Management should reassess staff training needs

Before inspecting a specialty license type, an inspector must: attend
training courses, often held by FDA; conduct practice trainings in the
company of another inspector; and be approved for that particular license.
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New inspectors start with retail inspections before moving on to
manufactured foods, processors and increasingly specialized license types,
such as low-acid canned foods, shellfish, dairy and more.

All food safety inspectors are required to be Registered Environmental
Health Specialists with the Oregon Health Licensing Office. To maintain that
license, inspectors must earn a minimum of 20 continuing education credit
hours every two years; this is often accomplished by attending the all-staff
conferences held by the Food Safety Program.

All that training adds up. And while training is a crucial component for
maintaining skilled and qualified staff, inspectors appear to be spending a
significant portion of time on training, which takes away from time spent
on inspections.

In interviews with inspectors, agency management, and food safety
programs in other states, we identified two possible approaches to training.

One is described as a jack-of-all-trades approach; inspectors may receive
training in all license types. In a state as geographically diverse as Oregon,
this strategy can be useful in that all inspectors are equally qualified to
inspect all of the license types in their area, reducing the need for travel.
However, inspectors may spend weeks training for a license type they will
infrequently encounter.

The other is one where inspectors are more specialized. This is a useful
strategy for complex and evolving industries, such as manufactured and
processed foods. It may also reduce the total amount of time inspectors
spend on training and free them up for inspections. But it adds a challenge
in that specialized inspectors may be required to travel extensively to visit
the one or two firms across the state that they are qualified to inspect.

Management currently has a blend of these two approaches, but has not
identified a clear strategy of how to best train inspectors to meet the needs
of their assigned areas. As a result, it is unclear if the current amount of
training inspectors receive is necessary. To more efficiently use inspectors’
time, management could be more strategic in determining which inspectors
should be trained in which license types.

More guidance could help address inconsistency among inspectors

Many inspectors we interviewed said that consistency varies when it comes
to things such as issuing enforcement actions or spending time to explain
regulations.

For example, some inspectors may issue an enforcement action, such as a
sanitation warning, even if the business owner resolves the issue on the
spot. Other inspectors may choose not to issue the warning if they see the
violation is corrected.

One benefit of consistently and uniformly issuing enforcement actions is to
have reliable data the program can use to identify repeat offenders of food
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safety laws and regulations. This allows the program to escalate its
enforcement action to more serious consequences, all the way up to
suspending a firm’s license. If inspectors are inconsistently issuing
enforcement actions, the program loses these valuable data points.

Inspectors also spend a significant portion of time educating business
owners to help them understand and comply with food safety regulations.
In addition to educating during inspections, staff spend time consulting
with firms before issuing licenses, or reviewing plans for a business to
make sure they account for safety regulations.

The Food Safety Program takes these duties seriously. The agency has
documented in enforcement policies and procedures that being helpful,
rather than punitive, is the best strategy to achieve compliance.

But the amount of time inspectors spend assisting varies widely from
person to person. In some instances, this can mean the difference between
a food safety inspection that lasts a couple of hours and one that lasts all
day.

[t is not clear that a strict policy on these issues would be beneficial to the
program’s goal of compliance. But management could offer guidance — on
both enforcement actions and the time spent on helping — to achieve
greater consistency among all inspectors.

The program risks overlooking some new food businesses

It is the responsibility of ODA to regulate the production, processing, and
distribution of food products. Licensing businesses that participate in these
industries is a key step in the regulatory process.

But when it comes to obtaining a license, it is left up to the business to
contact ODA and initiate the licensing process.

Sometimes, these people are unaware they need to be licensed through
ODA. And they may be licensed by more than one entity — cities or other
agencies, such as the Oregon Liquor Control Commission. Or, the firm may
simply avoid obtaining a license.

The Food Safety Program does not have a policy or procedure to
proactively identify businesses needing a license. Without it, the program
risks failing to properly license and regulate these food establishments.

Not only do these firms risk noncompliance with food safety regulations,
but the program risks missing out on potential license fee revenue.

Determining the best way to find these businesses is difficult. In interviews
with food safety programs in other states, none had identified a best
practice to accomplish this. Instead, their inspectors often find unlicensed
businesses the same way as Oregon inspectors — they stumble upon them.

We observed one inspector in the course of his daily routine when he saw
what appeared to be a gas station food mart preparing to open. The
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business had not yet obtained a license from ODA. The inspector stopped
briefly to inform them of the requirements and left his contact information.

Some inspectors have established relationships with other licensing
entities, such as cities and counties, to share information about new
businesses. The Food Safety Program could benefit from adopting a policy
to formalize this process program-wide, rather than relying on inspectors
to develop these individual relationships.

The program could use data to better address its

challenges

An inspector uses the iPad and Be Food
Safe in the course of an inspection.

Photo by Oregon Department of
Agriculture
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For some time now, the Food Safety Program has been aware of the backlog
in the food safety inspections. They have taken some steps to address it,
including hiring some limited duration inspector positions, reducing the
number of FDA contract inspections between 2010 and 2015, partnering
with other ODA programs, and prioritizing some inspections based on risk.

While these actions are commendable, we identified several ways the Food
Safety Program can do more to resolve existing issues and prevent future
ones. Many of these strategies are based in using data to help make
informed decisions.

There are data the Food Safety Program could be collecting

In October 2016, at the request of the audit team, the Food Safety Program
tallied the number of firms that were overdue for an inspection. They
counted 2,841 firms that were at least three months late for an inspection.

For any moment in time, management can access Be Food Safe and conduct
a similar count. But these figures are not stored anywhere and not tracked
over time, so there is no way to determine the extent of the backlog in
2015, 2014 or any time before.

Management should routinely collect these data. Examining these numbers
over time might point to a pattern in the inspection backlog, or make clear
where the backlog is at its worst. It can help management identify
strategies to reduce the backlog and where to best deploy their resources.

Some data are not kept in most efficient form for analysis

Each day, inspectors fill out a paper report documenting the hours they
spent on inspecting, training, or responding to consumer complaints. These
daily reports, referred to by staff as “dailies,” are kept by the Food Safety
Program for the duration of the public records retention period. However,
they are not analyzed.

There is an opportunity for program management to make a regular
practice of entering daily reports into a database for the purpose of
analyzing them. Management could better identify areas where inspectors
could improve the number of hours they spend on inspections, which could

November 2016
Page 19



contribute to reducing the backlog and ensure the program is most
efficiently using its staff and their time.

Management also told us they are planning to participate in a pilot project,
along with the Oregon Department of Transportation, called TAMS: Time
and Attendance Management System. This system would help the program
track inspectors’ work hours in a digital format, eliminating the step of
transferring hours from dailies into a database and avoiding the risk of data
entry errors.

According to agency leadership, TAMS is still at least a year away from full
implementation. ODA could benefit from adopting a time-keeping system
sooner, rather than later, that allows them to analyze inspector hours.

The program could benefit from a designated position for data analysis

The Food Safety Program does not have any staff person whose primary
task is to analyze the data available to the program, including the Be Food
Safe database. Management, including field operations managers, do not
regularly analyze this data because of their other duties.

Be Food Safe was developed by ODA’s Food Safety Program in conjunction
with the agency’s in-house information technology department. One
inspector played a large role in developing the program; to this day, she
continues to be heavily involved in troubleshooting and adding
improvements to the app.

Other inspectors told us it was helpful to have a fellow inspector involved
in developing Be Food Safe because she was someone who understood in a
practical sense what the application needed to accomplish.

The trade-off for the Food Safety Program of having an inspector be
involved in the app’s development was one less inspector conducting
inspections. That inspector told us that she very rarely conducts
inspections anymore because so much of her time for the last two years has
been invested in Be Food Safe.

Identifying someone whose role is primarily data analysis could help staff
focus on their duties, while also taking advantage of the benefits data
analysis can provide.

Additional regulations on the horizon will only add
to existing challenges

Report Number 2016-27
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In January 2011, President Obama signed into law the Food Safety
Modernization Act, or FSMA. The goal of the act is to ensure the safety of
the country’s food supply by shifting the focus from responding to
contamination to a focus on preventing it. It was the most sweeping reform
of our federal food safety laws in more than 70 years.
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Since its enactment, FDA has been developing seven foundational rules to
implement FSMA. The last versions of these rules were issued this year.
FSMA will have a direct impact on states, as they are expected to adopt and
enforce these rules.

This was also the year that saw the beginning of the legal sale and use of
recreational cannabis, including edibles such as brownies and candy. Those
businesses that produce and distribute edibles will be subject to ODA
regulation much in the same way other food production and distribution
firms are.

Both the implementation of FSMA and the sale of cannabis edibles will have
a significant impact on ODA and the Food Safety Program’s workload. With
FSMA, inspectors will have new and different regulations to use when
conducting food safety inspections. Some of FSMA now covers parts of the
industry not previously regulated by ODA.

As aresult, ODA anticipates an increase in the number of firms it will
license and inspect. Which agency programs this will affect is yet to be
determined.

In September, FDA announced it would be awarding $21.8 million in grant
money to help 42 states implement FSMA'’s produce safety rule. Oregon’s
share was $3.5 million, to be spread out over a five-year period.

With the Food Safety Program already facing a backlog in inspections, these
looming responsibilities pose even more challenges. The best way ODA can
prepare for the additional work is to implement better management
practices and other strategies we’ve outlined before these changes arrive.
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To work toward the goal of reducing the backlog of food establishments
overdue for an inspection, we recommend ODA:

» Develop a process to track the backlog of food safety inspections that are
overdue for an inspection.

= Develop a process to track and analyze data on how inspectors are
spending their work hours and identify ways inspectors can better meet
established goals on how much time to spend on inspection duties.

» Consider providing guidelines on how much time inspectors should
spend assisting and educating businesses on food safety regulations.

» Consider doing fewer FDA contract inspections to more easily balance
this workload with the program’s other duties.

» Consider designating a position for data analysis, rather than relying on
inspection staff or management.

To achieve the program’s mission of helping prevent the spread of
foodborne illness by monitoring the food industry, we recommend ODA:

= Develop, where feasible, partnerships with cities, counties and other
agencies, such as the Oregon Liquor Control Commission, to share
information about businesses needing inspection and licensing.

= Develop or adjust existing policies and procedures so that field
operations managers review a sample of inspection reports from all staff,
not just new hires.

» [dentify methods that will allow field operations managers to spend more
time in the field supervising inspectors.

» Consider developing policies and procedures to audit non-FDA
inspections.

To address many of the challenges in staffing facing the Food Safety
Program, we recommend ODA:

» Use the agency’s own data and the FDA staffing tool to better estimate the
program’s staffing needs.

» Develop a formal succession plan to prepare for retirements among
inspectors.

» Consider reassessing the program structure, classifications and
compensations to more fairly reflect the expectations of specialists and
field operations managers.
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Objectives, Scope and Methodology
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Our audit objective was to determine strategies that the Oregon
Department of Agriculture could use to improve its Food Safety Program.

To address our audit objective, we interviewed staff with the Food Safety
Program, including food safety inspectors, field operations managers,
program managers and the program director. We also interviewed the
agency’s leadership team, including the director, deputy director and
assistant director. Interviews addressed current practices.

We spoke to individuals with knowledge of ODA’s budget, members of the
Oregon Board of Agriculture, and ODA stakeholders, including
representatives of Oregon State University, the Oregon Farm Bureau,
Friends of Family Farmers and Oregon Aglink. We spoke to representatives
from the Legislative Fiscal Office, Food and Drug Administration and state
Departments of Agriculture in California, Florida, New York, Washington
and Wisconsin.

We reviewed laws and rules related to ODA’s Food Safety Program. We
reviewed training documents, program policies and procedures, relevant
grant and contract documentation, and audits of other food safety
programs. We accompanied several food safety inspectors on inspections of
businesses to observe how food safety inspections are conducted.

We obtained and analyzed data on the number of licenses ODA issues.
Specifically, we wanted to determine how ODA'’s inspection workload has
changed over time. License data is entered directly into their system by
inspectors, thereby eliminating paper documentation to compare against.
Therefore, we were unable to test the reliability of this data.

We attempted to obtain and analyze data to demonstrate the inspection
backlog over time. However, the agency is not tracking these data. We also
attempted to analyze how inspectors were spending their daily hours.
These data are kept in paper form and are not easily analyzed. We asked
management to input this data into digital form so the audit team could
analyze it, but found the resulting data to be unreliable and therefore did
not use it to draw any conclusions.

We conducted this performance audit in accordance with generally
accepted government auditing standards. Those standards require that we
plan and perform the audit to obtain sufficient, appropriate evidence to
provide a reasonable basis for our findings and conclusions based on our
audit objective. We believe that the evidence obtained and reported
provides a reasonable basis to achieve our audit objective.

Auditors from our office, who were not involved with the audit, reviewed
our report for accuracy, checking facts and conclusions against our
supporting evidence.
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Oregon Audits Division
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RE: Improved management practices, use of resources could help Food Safety Program achieve its
mission

Dear Ms. Wenger,

Thank you for the opportunity to respond to the Secretary of State’s Performance Audit for the
Oregon Department of Agriculture (ODA) Food Safety Program.

We are pleased that the audit team chose to focus its review on the ODA Food Safety Program. The
program has a relatively new management team, and the managers appreciated the opportunity for an
outside assessment of program. We believe the recommendations in the report will help the
managers better track how the program is spending its time, address the backlog of inspections, and
ultimately manage the program more efficiently.

ODA generally agrees with the recommendations included in the report. The report notes some
opportunities to free up inspector time to conduct more routine inspections, and recommends better
use of data that the program is already collecting. ODA is fortunate to have a new database with
broad reporting and analysis capabilities, and looks forward to fully using these tools to guide the
program’s performance.

In addition to implementing the recommendations in the report, we have also identified activities
such as Machinery and Equipment tax exemption certifications that we plan to transfer to other ODA
programs, because these activities are not central to our program’s mission of public health
protection.

ODA is addressing the specific recommendations in the report in the ways described below.

To work toward the goal of reducing the backlog of food establishments overdue for an
inspection, the report recommends that ODA:

= Develop a process to track the backlog of food safety inspections that are overdue for an
inspection.

The program has already begun to address this recommendation by setting goals to address the
backlog and by generating monthly reports from the database to track how we are doing in
progressing toward those goals. On a monthly basis, the program will start to evaluate the reports
and respond to the backlog in retail, food processing, and high-risk inspections. We plan to continue
generating these reports on a monthly basis using a consistent methodology, as well as generating
monthly reports of the total inspection backlog across all license types. We will work to develop a
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way to track the backlog in a central tracking system and review our data regularly for trends, so that
we can shift resources accordingly. As discussed during the audit, firms are evaluated based on risk
and those with the highest-risk activities will be prioritized as we work through the backlog.

= Develop a process to track and analyze data on how inspectors are spending their work hours
and identify ways inspectors can better meet established goals on how much time to spend on
inspection duties.

As the report noted, ODA is pursuing a system together with ODOT and DEQ that will allow for
web-based reporting and accounting of daily activities. Currently, these reports are completed on
paper. To track inspector time between now and the time the web-based system becomes
operational, we plan to have inspectors enter their time in simple electronic spreadsheets or a
database so they may be submitted, reviewed and electronically tabulated.

= Consider providing guidelines on how much time inspectors should spend assisting and
educating businesses on food safety regulations.

The program will develop operational guidelines describing what is considered “compliance
assistance and education” versus “inspection” time, since these activities are often conducted
together on the same visit, and provide guidelines on how much time inspectors should spend on
assistance and education. In addition, ODA believes that better tracking of how inspectors spend
their time will assist us in better characterizing the range of staff time spent on education and other
consultation activities.

We believe that assistance and education are key tools to help licensed firms achieve and maintain
compliance, and that given the variability in licensed firms, varying amounts of time may need to be
invested. However, we also recognize that it is ultimately the firm’s responsibility to comply and
that it will be helpful to our staff to provide some parameters describing the assistance that we can
and cannot provide to licensees.

= Consider doing fewer FDA contract inspections to more easily balance this workload with the
program’s other duties.

While we believe that conducting FDA contract inspections offers benefits to our Oregon regulated
firms and to the program, including access to FDA-funded, specialized FDA training courses and
improved quality of all types of inspections we perform, we agree that contract inspections are more
time-consuming and result in less retail inspections being completed. Our current contract year
expires at the end of July 2017, and we will work with FDA to explore opportunities to further
reduce the number of contract inspections going forward.

= Consider designating a position for data analysis, rather than relying on inspection staff or
management.

Because data analysis responsibilities may reduce time available to conduct inspections, we will
explore alternative staffing options to handle data analysis. We plan to seek assistance from other
programs in ODA to identify the data elements that we should be tracking, set a tracking frequency,
begin generating regular reports with this information, and adjust and allocate resources based on the
additional data.



To achieve the program’s mission of helping prevent the spread of foodborne illness by
monitoring the food industry, we recommend ODA:

= Develop, where feasible, partnerships with cities, counties and other agencies, such as the
Oregon Liquor Control Commission, to share information about businesses needing
inspection and licensing.

The report makes this recommendation because county, city, and other agency staff sometimes
interact with businesses that need an ODA Food Safety license, but have not yet obtained one. For
example, a local government may issue a plumbing permit to a new convenience store, or OLCC
may license a new distillery. The audit correctly notes that while we have relationships with many
counties and individual inspectors at OLCC to share information about businesses such as these, we
do not have a formal plan or structure.

We believe that our current work with OLCC to license and inspect cannabis edible firms will help
us also develop a closer working relationship with OLCC related to firms that produce and sell
alcoholic beverages, and identify a plan/structure to share this information. We will also work with
our partners at Oregon Health Authority, county health departments, and other related agencies such
as plumbing inspection agencies to establish a process to better identify businesses needing
inspection and licensing.

= Develop or adjust existing policies and procedures so that field operations managers review a
sample of inspection reports from all staff, not just new hires.

The current field operations manager vacancy limits our ability to implement this recommendation
immediately; however, we will work to incorporate this recommendation into our policies and
procedures, and into position descriptions of field operations managers and lead workers. We are
currently recruiting for the vacant field operations manager position and hope to hire the new
manager soon.

= Jdentify methods that will allow field operations managers to spend more time in the field
supervising inspectors.

One of our key strategies to accomplish this recommendation will be to discontinue our participation
in the Manufactured Food Regulatory Program Standards (MFRPS) project after our current
cooperative agreement with the FDA expires July 31,2017. The report notes that MFRPS has been
valuable to the program in establishing policies, procedures, and training, but it has also consumed a
significant amount of staff and manager time.

We will assess the benefits of leaving the MFRPS program and calculate the potential time saved for
our field operations managers to spend more time with staff. It is likely that additional strategies,
such as bringing on a third field operations manager, may be needed in the long term, but this is
dependent on the ability of ODA to receive approval for new positions.



= Consider developing policies and procedures to audit non-FDA inspections.

We plan to develop policies and procedures to field audit non-FDA inspections and involve our lead
workers in field auditing these inspections.

To address many of the challenges in staffing facing the Food Safety Program, we recommend
ODA:

= Use the agency’s own data and the FDA staffing tool to better estimate the program’s staffing
needs.

As part of enhanced data analysis efforts, we plan to determine how to best gather these data and
regularly update them to better estimate our staffing needs based on program priorities, new demands
for services such as FSMA inspections, and technological changes in food businesses. The agency
will use this information to develop strategies to best address program needs and develop future
agency budget requests.

= Develop a formal succession plan to prepare for retirements among inspectors.

We plan to build upon an existing list of specializations that our inspectors possess and develop
training plans and lead trainers for each specialization. Conducting this work will help the program
to absorb knowledge loss from both retirements and departures for other reasons (moving on to FDA,
for example). We have been doing some of this work informally already, but agree that it would be
beneficial to formally develop more structured succession plans.

= Consider reassessing the program structure, classifications and compensations to more fairly
reflect the expectations of specialists and field operations managers.

We have already started to pursue a compensation structure for our field operations managers that
will more fairly reflect the responsibilities and importance of these positions. We will continue to
pursue this issue with the Oregon Department of Administrative Services.

Conclusion

Once again, thank you for the learning opportunity the audit provided to our management team, and
for the chance to respond to the recommendations raised in the report. We believe the audit has been
helpful to the program and the agency and appreciate the thoroughness and professionalism of the
audit team.

Sincerely,

«

Lisa Hanson
Acting Director

cc: Katy Coba, Director, Oregon Department of Administrative Services



About the Secretary of State Audits Division

The Oregon Constitution provides that the Secretary of State shall be, by
virtue of her office, Auditor of Public Accounts. The Audits Division exists
to carry out this duty. The division reports to the elected Secretary of State
and is independent of other agencies within the Executive, Legislative, and
Judicial branches of Oregon government. The division is authorized to audit
all state officers, agencies, boards, and commissions and oversees audits
and financial reporting for local governments.

Audit Team

William Garber, CGFM, MPA, Deputy Director
Sandra Hilton, CPA, Audit Manager

Kyle Rossi, Senior Auditor

Laura Fosmire, MS, Staff Auditor

This report, a public record, is intended to promote the best possible
management of public resources. Copies may be obtained from:

website: sos.oregon.gov/audits
phone: 503-986-2255
mail: Oregon Audits Division

255 Capitol Street NE, Suite 500
Salem, Oregon 97310

The courtesies and cooperation extended by officials and employees of the
Oregon Department of Agriculture during the course of this audit were
commendable and sincerely appreciated.


http://sos.oregon.gov/audits/Pages/default.aspx

21 =) Department of Agriculture
% Oregon 635 Capitol St NE

Kt Breswn, Covernor Salem, OR 97301-2332

November 28, 2017

Will Garber, Deputy Director A
Oregon Secretary of State, Audits Division

255 Capitol Street NE, Suite 500

Salem, OR 97310

Dear Mr. Garber:

The Oregon Department of Agriculture is pleased to share its one year progress report in
response to Secretary of State audit report published in November 2016. Attached is the audit
follow-up form summarizing our progress to implement each recommendation, as well as
supporting documentation.

We believe the audit recommendations have been tremendously helpful to the program. As a
result of the audit recommendations, the program has improved tracking and oversight of its
inspection backlog, and has developed and deployed an electronic inspector time tracking
system. The program has also reduced its federal work to free up both managers and staff to
spend more time in the field on routine inspections.

Field operations managers are spending more time in the field with staff and tracking their time
in the field. We recently completed two assessment forms, one for written reports and one for
inspection ride-alongs, that field operations managers will use to promote quality assurance and
consistency. We have also re-classified the field operations managers so that their salary more
accurately reflects the expectations of these positions.

The program has reduced its backlog of overdue inspections significantly through a combination
of data quality improvements, communication with inspectors, and training. At the time the audit
report was published, the program’s backlog was at 2,841, and today, it is 739.

While many of the report recommendations have been completed, some are still in progress.
We will continue to place a high priority on completing the remaining recommendations, and we
plan to continue reducing our inspection backlog, prioritizing high risk establishments.

Once again, we are grateful for the outside review of the Food Safety program and believe the
program has been strengthened as a result of the auditing and audit implementation process.
We also welcome any additional feedback that you have for us after reviewing our progress
report and supporting documentation. If you have any questions about the enclosed report,
please contact Stephanie Page at (503) 986-4727.

Sincerely,

D Aoy~

Alexis M. Taylor, Director



From: Stephanie A Page spage @oda state orus
Subject: Notification regarding ODA Food Safety Program's inspection backlog
Date: April 5,2018 at 12:27 PM
To: ROSSI Kyle A* SOS Kyle A.ROSSI@oregon.gov
Ce: Lauren Henderson Inenderson@oda.stale or.us, Isaak C Stapleton istapleton@oda.state.or us

Dear Kyle,

We wanted to follow up on our recent phone conversation with you with some more information regarding the ODA Food Safety
Program’s backlog of overdue inspections. As we discussed, the program recently discovered an issue with our database that caused
our backlog to be much larger than we thought it to be. Below are some more details about the issue and our efforts to address it.

1. Description of the issue

An error in the code in our Food Safety Program database caused the database to fail to advance the number of days since many
firms' last inspections. When a firm’s profile was edited, the database would suddenly recognize and update the number of days since
its last inspection.

A recent large-scale staff territory reassignment brought the error to our attention. As firms were reassigned to new staff, the database
suddenly recognized that the firms’ profiles had been edited, causing them to suddenly appear on the overdue inspection list and
causing the size of the list to double within a few days.

2. What the program has done to address the issue

Our managers quickly investigated the issue together with ODA's database developers and discovered the cause of the problem.
ODA’s database developers have fixed the problem and the database now appears to be producing accurate overdue inspection
reports.

3. Current backlog of overdue inspections

Prior to discovering the coding error, we had thought our backlog of overdue inspections was about 550. Unfortunately, since the
discovery and correction of this error, we have realized that the backlog is actually about 2,300 overdue firms.

4. Plan to address the current backlog, including ongoing efforts and any new strategies identified

Prior to discovering the database coding error, we had already taken several actions to reduce our backlog, including providing
training to our staff on how to run overdue inspection reports on their iPads, reminding our staff on a monthly basis to run reports of
their overdue firms, and directing them prioritize overdue firms for inspection, with an emphasis on high-risk firms. We also directed
our staff to reconcile firms’ inspection intervals with their risk profiles, so that all firms had an appropriate inspection interval
programmed into the database, and created a new database report that allows managers to identify firms whose inspection interval
does not match their risk profile.

On a quarterly basis, our managers have generated a report summarizing each inspector's backlog of low, medium, and high-risk
firms. This format allows managers to track and respond to trends in overdue inspections. Unfortunately, the database coding error
makes it very difficult for us to know for sure whether the improving trends that we were seeing were actually happening. We plan to
continue generating the quarterly report of each staff person’s backlog of high, medium, and low risk firms, and now that the database
error has been corrected, the trends that we observe going forward should be correct.

We will also continue reminding our staff every month to prioritize overdue firms for inspection. In light of the new information about
our backlog, however, we plan to send printed overdue inspection reports to our staff, rather than directing our staff to generate their
own reports on their iPads, because the longer lists of overdue firms are easier to view in printed form than on iPads.

We will also continue and enhance our efforts to track productivity as described in our November 2017 audit progress report, deploy
inspectors who are caught up to help address backlogs in other areas of the state, and minimize non-inspection activities such as
outreach and engagement. We will also regularly conduct quality assurance reviews on the data in our database, to help identify
opportunities to improve data quality and better deploy our staff resources.

We have notified our Food Safety Advisory Committee of the backlog and have also asked for their feedback regarding additional
strategies to address the program’s backlog. Our management team will continue to explore additional strategies together with the
advisory committee in the future.

Please contact Isaak Stapleton at (503) 986-4713 or by email if you have any questions about this issue or about our plans. Thanks
again for your guidance on how to address this issue, and we hope to be able to report progress on our new backlog total in the
future.

Stephanie Page, REHS

Director of Natural Resources & Pesticide Programs
(503) 986-4727 office

(503) 931-5608 cell

spage @oda.state.or.us
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Department of Administrative Services
Opportunities Exist to Increase the Impact of State Agency Internal
Audit Functions

Report Highlights

When internal audit functions are properly structured and resourced, they are a valuable asset for mitigating
risks and improving agency performance and accountability. However, internal auditing has not been a priority
in Oregon. Although the Department of Administrative Services (DAS) has the authority to create policy and a
legal requirement to support audit functions, the agency has not strategically promoted the role of internal
audit functions due to a number of factors. DAS has not effectively monitored, coordinated, or reported on
internal audit function impacts, challenges, and resource needs to state legislators and other stakeholders.

Background

Internal audit functions help organizations achieve their objectives and improve performance. The Oregon
Legislature determined internal audit activities within state government should be coordinated to promote
effectiveness, and directed DAS to adopt rules and set standards to ensure the integrity of internal auditing.

Purpose

The purpose of this audit was to determine the steps DAS should take to more effectively coordinate state
internal audit functions, and what actions can be taken to increase the impact of these critical functions.

Key Findings

1. The effectiveness of an agency’s internal audit function is defined by the tone at the top. In general, the
internal audit function at state agencies in Oregon is not prioritized or well understood by agency
management and the Legislature. Many current challenges and deficiencies have persisted for more
than two decades.

2. Internal audit independence and impact is directly influenced by the effectiveness of the audit
committee and the committee’s relationship with agency leadership. Internal audit functions in some
state agencies do not follow important elements of professional audit standards that ensure
independence from management. These deficiencies reduce the effectiveness of the functions and leave
agencies more vulnerable to fraud, wasted taxpayer dollars, and other substantial risks.

3. Poor guidance and a lack of strategic management and effective coordination from DAS has contributed
to internal audit challenges at state agencies. DAS reporting on statewide internal audit activities and
impact could be a valuable tool for both internal auditors and policymakers, but DAS reports are often
inaccurate, confusing, and uninformative.

4. Many internal audit functions are staffed by well-trained, qualifed professionals who make
contributions to the agencies they serve despite governance and resource challenges. With additional
emphasis and resources they could increase their value and return on investment potential.

Recommendations

Our report includes 16 recommendations to DAS intended to enhance the value and impact of state agency
internal audit functions. DAS agreed with 13 of 16 recommendations. The agency declined to say whether it
agreed or disagreed with three recommendations.



Introduction

Internal auditors help state agencies identify risks and resolve challenges so that these agencies
may provide the best possible service to Oregonians. State law requires agencies that meet
specific criteria to maintain internal audit functions. The purpose of this audit was to determine
the steps the Department of Administrative Services (DAS) needs to take in order to more
effectively coordinate, promote, and publicly report on state internal audit functions, and to
determine what state agency internal audit functions need to be more effective.

Department of Administrative Services

Enterprise Chief Office of the State
Asset Financial Chief Information
Management Office Officer

Chief Human Enterprise
Resources Chief
. ' Goods and
Office Operating Services
Office

Includes the statewide internal audit program,
headed by the Chief Audit Executive

Charged with coordinating the internal audit functions at 30 state agencies

Internal auditing helps manage risk and improve performance

Auditing occurs in private sector companies, nonprofit organizations, and every level of
government. In government, auditing advances principles that are critical to managing public
resources, such as accountability, transparency, integrity, and equity.

Recent polls have found Americans’ trust in federal and state government is in decline. In 2016,
Gallup found over 40% of Oregonians did not have confidence in their state government, a
number that ranks it lower than most other states.! Auditors’ work can increase public trust by
providing analysis and recommendations related to effectiveness of governance, programs, and
services; compliance with rules, laws and legal agreements; assessment of risks and threats; and
investigations of potential fraud and abuse.

1Gallup. (2016). 2015 Gallup 50-State Poll. Retrieved from http://news.gallup.com/poll/189281 /illinois-residents-least-confident-
state-government.aspx
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Agency management benefits from the services internal auditors can provide. Internal auditors
can help organizations identify, understand, and mitigate a variety of risks related to internal
controls, which helps agencies achieve their objectives and

improve performance. 2 Audit work can lead to positive The importance of internal auditing
outcomes including: in the private sector
National legislation has increased
e improved programs and services; reporting and monitoring
e costsavings; requirements in reaction to
e increased revenue; corporate and accounting scandals.
e improved accountability for performance; In 2017/ a number of senior
e improved awareness of risks; and SHEEUNES T Ael el
. liable in cases of corporate fraud,
e prevention of future problems.

including executives at Wells Fargo

Organizations without strong internal audit functions or and Volkswagen. In order to be listed
those that do not heed auditor advice run the risk of in major stock exchanges, such as
adverse circumstances. For example, in early 2018, an e iy Vel Sraek B el
internal audit warned the City of Atlanta of key companies n_mSt esmbl's,h G i
information technology vulnerabilities. City officials did maintain an internal audit function.
not address the risk, and shortly after, city information

systems were held at ransom by hackers. Services were incapacitated for more than a week
before city officials agreed to pay over $50,000 to unlock the computer systems.

The Association of Local Government Auditors describes internal auditors as a wise investment,
citing audits that led to significant public savings, increased revenue, improved performance, or
discovery of fraud:

e Auditors in the Nevada Department of Health and Human Services identified $19 million
in annual savings;

e Aninternal audit in Arizona made recommendations to improve case management and
family investigations; and

e Aninternal audit in Massachusetts identified potentially widespread fraud and abuse
related to overtime claims for shifts not worked, and led to investigations of 42 state
troopers.

There are some key differences between internal and external auditors

There are two types of audit functions, internal and external. While there are a number of
similarities between the two types, such as the expectation auditors remain independent and
objective and adhere to professional auditing standards, there are also key differences. In
Oregon, the Secretary of State’s Audits Division performs external audits of the executive,
legislative, and judicial branches while internal audit functions serve within state agencies.

Internal auditors develop a thorough understanding of their organization’s governance
structure, programs and services, and risks. If properly structured and resourced, they provide
critical and timely ongoing support and advice to management. They can also find areas to
increase efficiency and effectiveness and proactively identify potential negative issues and
outcomes. In the private sector, the director of internal audit is often considered an integral part
of a company’s management team. At the federal level, the Offices of Inspector General
essentially serve as the internal audit function. They are structured to be highly independent
and sometimes release reports critical of their agencies.

z Internal control is defined as a process, effected by an entity’s board, management, or other personnel, designed to provide
reasonable assurance regarding the achievement of objectives relating to operations, reporting, and compliance.
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Internal Auditors External Auditors

Employees of the organization being audited Employees of an outside organization
Independent from the activities they audit Independent from the organizations they audit
Primary customers are agency management and Primary customers are elected officials, the public,
governing boards and audited agencies
Usually responsible for auditing one Responsible for auditing multiple
organization/agency organizations/agencies
Provide ongoing monitoring Provide intermittent audits

While government external auditors provide recommendations for agencies to improve
operations, they also serve the public and oversight groups such as state legislatures. At the
federal level, the U.S. Government Accountability Office (GAO) is the external auditor of the
executive and judicial branches on behalf of Congress, and an Inspector General within the GAO
has the authority to audit Congress. In Oregon, this role is provided by the Secretary of State’s
Audits Division. Our state audit function is somewhat unique among state agencies in that the
Secretary of State is an independent agency and has the authority to audit the legislative branch
as well as the executive and judicial branches.

In a system where internal and external audit functions are both operating well, government
leaders receive objective information and forward-looking advice from internal auditors in
order to make decisions, and external auditors provide assessments of whether those decisions
were made in the public’s best interest.

Professional standards govern internal and external auditors

Many professions — such as medicine, law, education, and public .

safety — have developed standards to guide the work of ,_;E.‘g,_,m P e ot E)
practitioners and ensure the consistent delivery of quality services.
For auditors, standards are not simply guidelines but provide a
formal framework for the auditing profession.

Public internal and external auditors in Oregon generally follow one
of two sets of professional standards that provide guidance on the
nature of audit services and how they should be provided. The two
sets of standards contain similar principles, but have some differences.

The Institute of Internal Auditors3 (IIA) developed the International Professional Practices
Framework for internal auditing, commonly known as the IIA Red Book standards. External
governmental auditors typically follow the Generally Accepted Government Auditing Standards
established by the United States Government Accountability Office, commonly known as the GAO
Yellow Book standards. The Secretary of State’s Audits Division adheres to GAO Yellow Book
standards, while most of the state’s internal audit functions have adopted the IIA Red Book
Standards.

3 The Institute of Internal Auditors is an international professional association of more than 170,000 members.
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Shared subjects include audit independence, competency, access to
personnel and records, sufficiency of evidence, reporting, ethics, and

Db 011 Government

Awditing quality control. Periodic peer reviews are a key part of audit quality
L control.* These ensure audit functions are in compliance with auditing
standards.

While most internal audit functions in state agencies strive to follow the
[IA Red Book standards, applying them in a public setting is often
challenging given the differences between operations in the public and
private sectors. 5 See the Other Pertinent Information section in this report
for more detail on these challenges.

ARS gt

External auditing has a long history in Oregon

Oregon’s territorial statutes of 1854 called for an auditor to report recommendations “for lessening the
public expenses; for using public money to the best advantage; for promoting frugality and economy in
public offices; and generally, for the better management and more perfect understanding of the fiscal
affairs’ of the state.” One such recommendation was made by territorial auditor B.F. Bonham in 1857. He
stated, “The amount appropriated by the Legislative Assembly ($2,500) annually for the support of the
penitentiary department, is wholly inadequate for that purpose, and must be increased unless a
reorganization can be effected.”

WEIGHING PAPER PURCHABED FOR THE STATE.

Soon after taking charge of this office I bought a pair of scales for the
purpose of weighing paper which is puorchased by weight for the publie
printing. The first lot of paper received for the state printer after the
scales were obtained fell short of the weight charged in the bill several
hundred pounds, amounting in value to about nineteen dollars ( §19 ), which
sum was deducted from the bill. Bince then full weight has been réquired.
This has no donbt saved to the state many times the cost of the scales.
Previous to the time mentloned thousands of dollars worth of paper had
been regeived and paid for every year on bills of shippers without being
weighed here to verify the correctness of the weight charged in the bills.

Drafted that same year, the Oregon Constitution calls for the Secretary of State to be the “auditor of public
accounts.” Beginning then and continuing to today, our office provides external auditing for the state. The
Oregon Audits Division’s work includes performance audits, which focus on what agencies can do to meet
their mission more efficiently and effectively. In 1897, the earliest known performance audit in Oregon was
released. This audit examined the weight of paper the office received and compared it to what was
charged, then reported the discrepancy.

DAS serves a key role for state internal auditing

In 1991, DAS first established optional guidance in the Oregon Accounting Manual that
suggested when agencies should establish and maintain an internal audit function.¢ An external
audit conducted by the Oregon Audits Division in 1996 noted that this policy became mandatory
in 1993. That audit, and a follow-up audit in 2003, found many of the agencies that met the
criteria had not established internal audit functions, and some of the established internal audit
functions failed to meet expectations in professional standards and state policy.

411A Red Book standards require peer reviews every five years. GAO Yellow Book standards require peer reviews every three years.
5 0AR 125-700-0135 requires agencies to “select appropriate professional auditing standards to follow.”

6 The Oregon Accounting Manual is established by DAS to ensure consistency in the application of accounting principles, provide
guidance on internal controls, and provide guidance on compliance with laws and policies.
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In 2005, the internal audit function requirement became state law.” The Oregon Legislature
determined internal audit activities within state government should be coordinated to promote
effectiveness and directed DAS to adopt rules and set standards to ensure the integrity of
internal auditing. These and other key dates in the history of the Oregon’s internal auditing
function are shown in Figure 1.

DAS developed the criteria for which agencies should be required to establish, maintain, and
support an internal audit function:8

e Agencies with at least $100 million in biennial expenditures; or
e $10 million in annual cash or cash equivalent processed; or
e 400 or more full time equivalent staff (FTE).

For the agencies that meet this criteria, DAS developed rules® that require these agencies to:

Select appropriate professional auditing standards;

Develop an internal audit charter;

Establish and maintain an audit committee;

Develop an audit committee charter;

Include a member of the agency governing board or commission on the audit committee,

if applicable;

Prepare an audit plan based on the most recent agency risk assessment;

e Select and perform at least one audit from the risk assessment annually;

e Audit a topic related to the agency’s governance and risk management process at least
once every five years;

e Submit a report covering internal audit activities in the preceding fiscal year to DAS; and

¢ Obtain an external peer review in accordance with chosen professional auditing

standards.

DAS prepares an annual report on internal audit activities, which it submits to the Joint
Legislative Audit Committee.0 In the fiscal year 2017 report, DAS reported 30 agencies were
determined to have met one or more of the three criteria of the requirement.

The Chief Audit Executive Council supports DAS in coordinating internal audit activities

The Chief Audit Executive Council, with representation from all state agency internal audit
functions, supports DAS in their task of coordinating internal audit activities. Although the
Council does not have the authority to carry out all the responsibilities delegated to DAS by the
Legislature, DAS considers them a valuable partner. The council meets quarterly to collaborate,
share information, promote effective internal auditing, and advise DAS on internal audit matters.

7 ORS 184.360.

8 Oregon is one of many states that requires agencies meeting particular criteria to establish and maintain an internal audit function.
9 0AR 125-700.

10 Members of the Joint Legislative Audit Committee include the co-chairs of the Joint Committee on Ways and Means, members of
the House of Representatives as appointed by the Speaker of the House, and members of the Senate as appointed by the Senate
President.
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Figure 1: Timeline of the internal audit function in Oregon state agencies

1991

Optional guidance on internal auditing is added to the
Oregon Accounting Manual.

1996

An external audit conducted by the Oregon Audits
Division finds most agencies do not comply with Oregon
internal audit policies.

2003

Oregon Audits Division follow-up audit finds enly three
agencies have fully implemented recommendations from
1996 report.

2005

The Legislature passes internal audit law, tasking DAS
with statewide coordination and adopting rules that set
internal audit standards.

2008

14 of 31 agencies have established audit committees.
The Statewide Audit Advisory Committee begins
bi-monthly meetings with Chief Audit Executives.

2010

The Statewide Audit Advisory Commitee proposes
development of statewide internal audit strategic plan.

2012

DAS loses its statewide internal audit coordination
position, reducing FTE from two to one.

2014

DAS changes state internal audit rules, removing
requirements for full-time audit functions.

2018

The Chief Audit Executive Committee’s new charter is
signed by the DAS director.

1993

The internal audit function requirement in the Oregon
Accounting Manual becomes mandatory.

2003

A memo from the Governor’s Office declares internal
audit policies are required for all agencies that meet
the criteria.

2006
DAS develops rules related to statewide internal auditing.

2008

DAS’s own internal audit function loses staff, reducing
FTE from three to two.

2009

Internal audit law is revised following fraud and
mismanagement at the Oregon Youth Authority.
Requirements are added for risk assessments, risk-based
audits, and governance audits.

2013

The Statewide Audit Advisory Commitee dissolved. Some
coordinating duties are transferred to DAS, while others
go to the Chief Audit Executive Committee.

2014

The Chief Audit Executive Committee creates a formal
charter.
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Objective, Scope, and Methodology

Objective

This audit had two objectives. The first was to determine the steps DAS needs to take in order to
effectively coordinate and promote the internal audit function at state agencies. Our second
objective was to determine what state agency internal audit functions need to be effective. The
audit focuses primarily on statewide governance and internal audit resources. While we provide
examples of specific state agency audit function successes and challenges, these examples are
meant to illustrate larger themes. All recommendations are written to DAS with the intent of
addressing both statewide and individual internal audit function risks and opportunities.

Scope

This audit focused on DAS’s efforts to coordinate and promote internal auditing throughout the
state and on internal audit activities at the 30 state agencies known to meet criteria requiring
them to establish and maintain an internal audit function. A complete list of such agencies can be
found in Appendix A.

Methodology

To address our objectives, we used a methodology that included, but was not limited to:
conducting interviews, administering an online survey and analyzing results, and reviewing
documentation.

We conducted interviews with agency directors, the co-chairs of the Joint Legislative Audit
Committee, and representatives of auditing organizations and other state auditing entities. We
also met with each agency’s Chief Audit Executive or equivalent during the course of our audit.
To learn about the views, opinions, and perspectives of major stakeholders, we administered
online surveys to agency heads, audit committee chairs, and internal audit staff at the 30 state
agencies known to meet criteria requiring them to establish and maintain an internal audit
function. We received a 100% response rate for each of the three surveys.

We reviewed Oregon state laws, administrative rules, and Oregon Audits Division audit reports
related to internal auditing. We also requested and reviewed available internal audit
documentation from each of the state agencies within our scope. Internal audit documentation
included risk assessments, audit plans, internal audit reports, internal audit function charters,
audit committee charters, and related policies and procedures.

To gain an understanding of practices in other states, we interviewed state officials and
reviewed supporting documentation or legislation from the following states: Illinois, Louisiana,
Michigan, Minnesota, New York, North Carolina, Tennessee, Texas, and Utah. To gain an
understanding of standards and best practices in the field of internal auditing, we interviewed
representatives and reviewed materials from professional auditing organizations such as the
GAO, IIA, and Association of Local Government Auditors.

We conducted this performance audit in accordance with generally accepted government
auditing standards. Those standards require we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on
our audit objective. We believe the evidence obtained and reported provides a reasonable basis
to achieve our audit objective.

We sincerely appreciate the courtesies and cooperation extended during the course of this audit
by officials and employees of DAS and within each of the internal audit functions we reviewed.
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Audit Results

While there are examples of individual functions performing effectively, overall there is a
substantial opportunity to increase the value and impact of state agency internal audit functions.
When properly structured and resourced, audit functions can provide a substantive return on
investment. Agency audit functions are particularly critical during periods of financial or
operational challenges and risks, as Oregon state government often faces.

The state’s historical governance and oversight framework for state agency internal audit
functions has been ineffective and several state agencies lack basic elements of an internal audit
function. Other agencies have many or some elements of an effective internal audit function in
place but can further strengthen their role with additional enhancements.

Internal audit functions at state agencies generally need to strengthen efforts to meet
professional auditing standards, state requirements, and best practices — specifically in areas
around internal audit independence, productivity, resources, professional development and
training, and compliance with state policy. Despite these challenges, internal auditors have
provided significant and positive contributions to state government, and have the potential to
provide even greater value. Examples of specific positive impacts are cited later in the report.

While individual state agencies are ultimately responsible for following professional standards
and complying with state requirements, DAS should spearhead efforts to maximize internal
audit impact. DAS can provide improved guidance, identify and advocate for resource needs,
support training and professional development and produce an accurate and informative annual
report to promote the value of audit to key stakeholders.

Internal auditing has been persistently undervalued and neglected by state
leadership

In general, the internal audit function is not prioritized or well understood by agency
management and the Legislature. Many current challenges and deficiencies have persisted for
more than two decades. While agency directors consistently reported the internal audit function
provides a valuable service to them and their agencies, directors were largely unaware of the
specific activities of their own audit functions. This lack of understanding and prioritization has
led to a significant decrease in internal audit staffing.

Internal auditing is not a priority in the state

Internal audit deficiencies identified more than twenty years ago persist today. An audit
conducted in 1996 by the Secretary of State found most agencies required to establish and
maintain an internal audit function had not done so. 1! For those agencies that had established
functions, the audit identified issues similar to those described in this audit. The deficiencies
were in such areas as audit charters, audit committees, external quality assurance reviews, audit
follow-up, performance measures, risk assessments, information system audit training, and
formalized audit products.

Auditors in 1996 found the primary cause for issues identified was the low priority given to
internal auditing on the part of agency management. This issue of prioritization persists today,
more than twenty years after the initial report. We found this lack of prioritization for internal
auditing occurs on several levels. Some agencies have requested resources to establish the
internal audit function multiple times, but they have not been approved by either the Governor’s

11 Oregon Audits Division Report No. 1996-53.
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Office or the Legislature. In addition, some agencies have held approved internal audit positions
open for years at a time to create budget savings.

Legislative denial of additional funds for internal auditing does not absolve the agency of its
responsibility to establish the audit function, as agencies are required to do so “within existing
resources.”!2 Some agencies, such as the Oregon Department of Fish and Wildlife, repurposed
other funds for the internal audit function. However, this may be difficult for some agencies that
face chronic resource shortages in areas that provide direct service to Oregonians and are
fundamental to fulfilling core missions. For example, recent Secretary of State audit reports have
found shortages in caseworkers at the Department of Human Services,13 lab technicians at
Oregon State Police, !4 and permit technicians at the Department of Environmental Quality.15

These issues stem in part from the consistent budget shortfalls the state has experienced.
Policymakers face intense, competing demands for limited resources, and the priority of internal
auditing in the state has diminished over time. Oregon is not alone in this regard, as internal
auditing and investigations are among the first areas cut by agencies in many states facing fiscal
challenges. However, this practice is counter-productive, as auditors are especially helpful to
management in finding opportunities for agency improvement, cost savings, and additional
revenues — opportunities that become especially valuable in times of budget shortfalls.

Internal audit staffing has declined to an all-time low

Internal audit staffing in Oregon is at its lowest level ever recorded, as depicted in Figure 2. Of
the 30 agencies we examined for this audit, all but six have only a single auditor, and some of the
single audit positions are vacant. Within the 30 agencies, the number of internal audit staff has
decreased approximately 40%, from 53 staff a decade ago to 32 today. Internal auditors and
other stakeholders are nearly unanimous in their opinion that internal audit functions within
the state are under-resourced. As a result, many agencies face challenges in recruiting and
retaining auditors and meeting professional standards.

Figure 2: Statewide internal audit staff has decreased significantly over the last decade
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Note: This chart includes only the 30 agencies reviewed as part of this audit.

12 0AR 125-700-0125.

13 Oregon Audits Division Report No. 2018-05.
14 Oregon Audits Division Report No. 2015-30.
15 Oregon Audits Division Report No. 2018-01.
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Reductions in internal audit staffing over time have compounding negative effects. Agencies
struggle to hire and retain auditors due to the lack of developmental positions for early-career
candidates, inflexible minimum qualifications for audit experience, and few opportunities for
promotion. Internal auditors are often recruited from other agencies in the state, resulting in
another vacancy elsewhere.

The 2017 DAS annual internal audit report to the Legislature identified five vacancies among the
32 budgeted internal audit FTE. Past reports document multi-year internal audit position
vacancies. Agencies have experienced difficulty finding qualified internal audit candidates,
resulting in a number of failed recruitments that contributed to long vacancies. Also, past DAS
annual reports have noted that internal audit positions were often held open for budget savings.

Smaller audit functions may have additional challenges. Single-person audit functions struggle to
meet all aspects of professional auditing standards as they cannot review their own work. Some
have agreements to review each other’s work, but many do not. As such, internal audit functions
would benefit from enhanced central coordination to ensure audit work complies with
standards despite limited resources.

Historically, DAS has failed to take a strong leadership and oversight role of state internal audit
functions. For example, DAS has reduced its own internal audit staff from three FTE to a single
auditor. This one person is responsible for assessing risks in the agency that provides
centralized administrative services to many other agencies, as well as coordinating internal
audit activity statewide. Despite this significant responsibility, the sole DAS position is classified
at the same level or below other Chief Audit Executives (CAEs)16 in the state. Due to the lack of
DAS support for the internal audit function, additional state coordination duties of the DAS Chief
Auditor, and a classification and compensation lower than peers in the state, many of the top
internal auditors in the state declined to apply for the DAS audit position during its most recent
recruitment.

Position classifications and organizational placement of Chief Audit Executives diminishes
internal audit influence

In the private sector, internal auditors are often considered an integral part of a company’s
management team. They typically report administratively to the company Chief Executive
Officer or Chief Financial Officer and functionally to the organization’s audit committee.

Each state agency internal audit function is led by a CAE, but the classification and compensation
of this position varies. Some agencies classify their CAE as a mid-level manager, which pays at a
higher rate than the classification used by other agencies, but is still lower than is generally
found in the private sector. While this is not inherently problematic, it may undermine
opportunities auditors have to inform and influence their agency’s senior management. Nearly a
third of CAEs (29%) responded that they are not a member of their agency’s executive
leadership team and do not have a “seat at the table” for important strategic conversations.

State rules require that CAEs report administratively to an agency head or their executive
designee. Many state agencies satisfy this rule by placing this responsibility with a deputy
director, and only the Department of Environmental Quality reported the internal audit function
reports at a lower level of management. Regardless of where the audit function reports, it is still
important for the agency director to understand the work, impact, and challenges of their audit
function. This is because agency directors determine the budget priorities of the agency, and are

16 The CAE is the highest-ranked auditor in any given organization, though they may vary in title and job classification.
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ultimately responsible for implementing the recommendations of auditors and ensuring
adequate controls within the agency.

Some state agency directors lack understanding of internal audit operations

While agency directors consistently noted the value of internal auditing and are generally
informed on its purpose and role, many are not knowledgeable about aspects of the operations
of their audit functions. Some agency directors were unaware of significant elements of the audit
function, such as how audit results are communicated, whether their audit function conforms to
professional standards, or if their audit function has performance metrics and a strategic plan.

Elements that agency directors were least likely to be informed about included:

e 22 outof 30 (73%) did not know both the timing and results of the most recent external
review;

e 15 outof 30 (50%) could not describe the methods used for risk assessment;

e 19 out of 30 (63%) could not provide information about their agency’s use of contracted
services;

e 19 out of 30 (63%) did not know whether the internal audit function used interns and
rotational staff;

e 15 outof 30 (50%) did not know the professional standards used in their agency;

e 17 out of 30 (57%) could not describe how fraud risk is considered in the agency risk
assessment;

e Four agency directors did not know whether they had a vacancy in the CAE position in
the last five years; and

e Ofthe 14 agency directors that reported vacancies, seven (50%) did not know both the
duration and reason for the vacancy.

Some of these areas, including external reviews, risk assessments, and vacancies in audit
positions, are among the issues highlighted in this report.

Improperly structured and resourced internal audit functions have limited
impact and face increased financial and performance risks

While there are examples of individual functions performing effectively, overall there is a
substantial opportunity to increase the value and impact of state agency internal audit functions.
We examined 30 state agencies required to maintain an internal audit function and found
several critical issues that threaten the independence or objectivity of many of these functions.
Audit functions face threats from lack of clear dual-reporting structures, lack of audit committee
independence from agency management, insufficient audit committee charters, or audit staff
performing non-audit operational responsibilities.

Many of these agencies also do not consistently meet state requirements for risk assessments,
audit planning, mandated audits, and external quality assurance reviews. Further, agencies that
contract audit work may not be receiving optimal value for these services. Currently, there is a
lack of analysis to determine whether replacing permanent audit staff with contracted services
offers savings to agencies. DAS does not track use of audit contracting to determine if agencies
are complying with state procurement rules and to assess cost-effectiveness of these services. As
aresult of the internal audit function weaknesses we have identified, many agencies may incur
opportunity costs in the quality and efficiency of their services, and face increased risk of
fraudulent activity or misuse of public resources.
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Internal audit functions face threats to independence and objectivity

Organizational independence from agency management is a critical requirement for a successful
internal audit function. Without such independence, agencies may, intentionally or
unintentionally, cultivate an environment that discourages transparency, prevents internal
auditors from identifying and reporting risks, and creates conflicts of interest when internal
auditors are required to perform non-audit function operational duties. In extreme
circumstances, an internal auditor can be threatened and intimidated by managers who wish to
hide unfavorable findings, or prevent auditor access. More commonly, auditors who lack
independence may have limited access to and cooperation from agency personnel. They may not
be able to gain traction in implementing their recommendations, making the value and impact of
their work minimal.

In order to achieve independence and promote objectivity, state agencies should set a dual-
reporting structure for the internal audit function, establish an independent audit committee,
develop an audit committee charter describing the role and authority of the committee, and
ensure auditors do not have responsibilities in areas they are also responsible for auditing.

Within a dual-reporting structure, CAEs report to the agency director or their executive designee
for administrative issues such as work schedules, leave time, and logistical concerns. Conversely,
the internal auditor reports functionally to the audit committee, which makes personnel
decisions related to the CAE including

performance evaluation and dismissal. While Audit Committee Independence

this structure promotes auditor independence

from management, it can be problematic in the Recent academic studies have determined that in
public sector for external members of the audit the private sector, companies with audit
committee to be responsible for dismissing a committees that have greater independence from
public employee. The Oregon Department of the company are:

Transportation addressed this issue by e |less likely to be sanctioned for fraudulent
allowing the removal of the internal auditor by practices;

the director, but only after a majority vote of *  more likely to implement audit

recommendations; and
o |ess likely to experience internal control
Some agencies in Oregon blur the dual- problems.
reporting structure by including the
administrative report position on the audit committee, sometimes as the audit committee chair.
These practices can pose a direct threat to internal audit independence. While Oregon state rules
require a dual-reporting relationship, the rules do not define the elements of “functional” and
“administrative” reporting.

the transportation commission. 17

The structure and composition of audit committees are important components of effective
internal audit functions. Oregon requires agencies with governing boards and commissions to
include at least one member on the audit committee.18 Although state rules say that agencies are
“encouraged” to include members external to their organizations, there is no other state
guidance on audit committee composition.1? We found audit committee structure and
composition is inconsistent across agencies.

17 The Oregon Transportation Commission, made up of five commissioners, establishes state transportation policy by guiding the
planning, development, and management of statewide transportation networks.

18 0AR 125-700-0135(C) - “If the agency has a governing board or commission, the audit committee must include one or more board
or commission members.”

19 0AR 125-700-0135 (C) - “If there is no board or commission, agencies are encouraged to include qualified individuals from
outside the agency on the audit committee, to enhance public accountability and transparency, and increase independence of the
internal audit function.”
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Of the 30 agencies required to have an internal audit function, 14 are further required to have at
least one member of their board or commission on the audit committee. However, three of these
14 — the Public Utility Commission, Business Oregon, and the Department of Environmental
Quality — currently do not.

Six agencies have audit committees composed entirely of agency management and internal staff,
and an additional 13 are more than two-thirds internal members, undermining the dual-
reporting structure and threatening internal audit independence. At Business Oregon, the only
members external to the agency on the audit committee are representatives from the private
audit firm contracted to perform internal audit services, a serious conflict of interest.

A small number of agencies, including the
Department of Education, the Parks and
Recreation Department, and the Public

Independent internal audit functions:

e have a dual-reporting structure;

have unrestricted access to all
personnel, systems, processes,
operations, functions, and activities;

Employees Retirement System are made up
entirely or mostly of external members. In order
to enhance audit committee influence within the
agency, executive leadership team members of

e do not have operational responsibility
over non-audit roles;

e establish and maintain an audit
committee whose role is stated in a
formal, written charter;

e include at least one member of the
agency’s governing board or
commission on the audit committee,
where applicable; and

e include a majority of external audit
committee members.

the Public Employees Retirement System are
required to attend all audit committee meetings.

Furthermore, many agency audit committee
charters lack requirements to ensure
independence, including a conflict of interest
policy, a formal CAE oversight process, and
authority to review the adequacy of internal
audit budget and staffing information.20
Additional information about which elements
exist in each agency’s audit committee charter
can be found in Appendix B.

Finally, internal auditors should have no direct operational responsibility over activities they
audit. In at least two of the agencies we examined, the sole internal auditor also served as an
operational program manager. During the course of our audit, one of these agencies removed
those additional responsibilities. CAEs who serve as the sole internal auditor for an agency are
not able to objectively audit areas where they have operational responsibilities. Simply stated,
auditors cannot audit their own work. Additionally, time spent performing operational duties
decreases the time for internal audit activity.

An independent, objective, and well-resourced internal audit function increases the likelihood of
discovering workplace issues, such as a culture of harassment and discrimination, and bringing
these issues to the attention of agency leadership and the audit committee. An effective internal
audit function also encourages strong ethics controls, both preventive and detective, on the part
of management. Internal audit functions that lack sufficient independence from management
and that have audit committees not aligned with standards and best practices will struggle to be
effective.

Given DAS’s responsibility for promoting internal audit effectiveness, DAS should assess the
independence of internal audit functions and the structure and composition of audit committees.
Historically, DAS has not evaluated if existing governance structures meet requirements set in

20 An audit committee charter is a document describing the authority, responsibilities, and structure of the audit committee.
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state rule, law, or professional standards, and has only provided partial reporting on the specific
internal audit structures agencies use.

Some agencies do not consistently meet state internal audit requirements

We found some agencies are failing to meet state requirements for completing mandated audits
and audit-related work. As a result, the state may face higher risks of financial and
programmatic weaknesses.

DAS set criteria for the internal audit requirement to correspond with risks associated with
agency size, spending, and revenue. State policy requires agencies to perform risk
assessments,?! which provide the foundation for internal audit activities. Using the risk
assessment, internal auditors are
expected to create an audit plan and
complete at least one risk-based audit
every year. 22 They are also required
to produce a governance audit every 2
five years and undergo periodic

Requirements Outlined in Oregon Revised Statute 184.360
Must conduct a risk assessment of the entire agency
conforming to professional auditing standards.

Must conduct an annual risk-based audit, based on risk
assessment.

external quality assurance peer 3. Must audit a component of its governance and risk
reviews. These provide independent management processes at least once every five years
assurance that internal audit functions and file the audit with DAS.

generally conform to auditing 4. By December 31, DAS shall prepare a report describing
standards and answer the question, internal audit activities within the past calendar year.

“who audits the auditors.”

Nearly a third of agencies were not able to provide a risk assessment from the last two fiscal
years. Of those agencies, the Departments of State Lands and Environmental Quality indicated
they last completed risk assessments in 2012. Oregon Housing and Community Services believes
the last risk assessment was completed in 2009, but the agency is currently exempted from
internal audit requirements. The Higher Education Coordinating Commission has never
performed a risk assessment, and the agency has never had funding approved for an internal
audit function. Without a risk assessment, these agencies are less able to avoid potential
problems. While auditors play a key role in assessing risk, it is ultimately the responsibility of
management to identify and mitigate unacceptable risks.

CAEs are required to prepare an audit plan based on the most recent risk assessment. Four
agencies did not provide evidence of an audit plan from either of the last two years. Eight
agencies used their annual report to DAS as their audit plan, but this document contains limited
information. It is unclear why some audit functions use this as their audit plan, as the annual
reporting process has often been noted as difficult and unhelpful. Further, these documents do
not indicate whether they are approved by agency audit committees, as required.

We asked each agency to provide an example of the most recently completed risk-based audit, as
required annually. Of the internal audit functions that provided at least one audit from 2017 or
2018, some did not identify the topic as high risk in their risk assessment, and two agencies did
not identify the topic in the risk assessment at all. These agencies may not be addressing their
most significant risks with the limited internal audit resources available. In addition to the
agencies under exemption or without an audit function, the Department of Energy was not able
to provide an example of a risk-based audit.

21 A risk assessment is a process of identifying, analyzing, and prioritizing risks to the achievement of an agency’s mission, goals, or
objectives.

22 [IA Red Book standard 2010: “The chief audit executive must establish a risk-based plan to determine the priorities of the internal
audit activity, consistent with the organization’s goals.”
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Additionally, some agencies have delayed or not completed external quality assurance reviews
required by auditing standards. There have been vacancies in CAE positions and turnover in
single-person audit shops, which has an effect on the institutional knowledge of an audit
function and complicates these reviews. Contracting for organizations to perform these reviews
can be costly, which can place a burden on resource-strapped agencies. DAS has not provided
sufficient guidance to agencies in this area. For example, some agencies that primarily use
contractors to perform internal audit work reported incorrectly they are exempt from external
peer review requirements. Figure 3 summarizes recent internal audit function compliance
challenges, and a case study on the Department of Environmental Quality illustrates what can
happen when an agency is not able to timely identify and mitigate risks.

Figure 3: Some agencies are not meeting requirements and best practices for risk assessments, audit plans,
audit reports, and external reviews
Nine of 30 agencies (30%) did not provide evidence of a

Perform a risk assessment risk assessment for FY 2017 or FY 2018.

Four of 30 agencies (13%) did not provide evidence of an
audit plan for FY 2017 or 2018, and an additional eight
(27%) agencies only provided limited audit plan
information in a report to DAS.

Develop an audit plan

Seven of 30 agencies (23%) did not provide a risk-based
Perform a risk-based audit every year audit from FY 2017 or 2018. Of these, five did not
provide any risk-based audit.

Eleven of 30 agencies’ (37%) risk-based audits were
High risk audit topics should be prioritized performed on topics not identified high-risk in their risk
assessments.

Nine of 30 agencies (30%) were unable to provide

Perform a governance audit every five years . . .
& v ¥ governance audits performed in the last five years.

Sixteen of 30 agencies (53%) appear to be out of

Obtain external review as required by compliance with the requirement for an external quality
standards assurance review, as specified in standards and state
rules.

DAS should provide clear guidance to agencies to ensure compliance with state requirements,
including conformance to professional auditing standards. DAS should also support agencies in
overcoming the resource challenges in obtaining external reviews. Recently, several state
internal auditors obtained the necessary training and successfully completed a review of
another state agency. Expanding this work would be a benefit to all agencies with audit functions
and the state as a whole. North Carolina’s internal audit coordinating body, for
example, offers this training at a low cost to any government auditor in the state.

Oregon Secretary of State | Report 2018-25 | August 2018 | Page 15



Case Study: Department of Environmental Quality

In July 2018, the Willamette Week published a series of articles detailing the events leading to a massive
fire in a north Portland auto scrapyard. The fire required 30 fire engines and 170 firefighters to put out.
Willamette Week reported citizens, including children in Cully neighborhood schools, were exposed to toxic
smoke.

The Department of Environmental Quality had received a complaint about the scrapyard in December of
the previous year. A staff member from the Oregon Occupational Safety and Health Administration sent
information to the department about the site exhibiting many concerning environmental conditions, but
the department did not follow up on the complaint or the OSHA information until after the fire.

A department spokesperson pointed to gaps in the agency’s complaint system as the cause of the lack of
timely follow-up. Testing such system controls and bringing gaps to the attention of management would be
common activities of an internal auditor. The Department of Environmental Quality currently uses 0.25 FTE
for a non-audit staff member to act as the agency’s internal auditor. While greater internal audit resources
would not guarantee prevention of this situation, a full-time audit function would at least be more likely to
detect the system gaps that the agency identified were a root cause of its late response.

The agency does not have an active audit committee, and regularly does not meet state requirements
related to internal auditing, including the development of risk assessments consistent with professional
standards.

Agencies may not be receiving sufficient value from contracted audit services

Some agencies use contracted audit services to supplement the internal audit work completed
by agency staff, while other agencies fully outsource all audit work. Agencies that use audit
contractors are required by state rule to contract for a level of services that is equivalent to an
internally established function, but DAS has not evaluated whether agencies meet this
requirement.23 Examples of questionable use and impacts of contracted audit services include
the following:

e Inthe 2015-17 budget, the internal auditor position within the Department of Justice
was eliminated, as it had been held vacant for several years. The $250,000 budgeted for
the position was replaced with $200,000 for contracted audit services. Best practices
indicate maintaining an internal audit function is preferable to contracting audit services
if expenditures are similar.

e Some agencies that contracted audit services did not meet state requirements for risk-
based audits in recent years, including the Public Utilities Commission, Business Oregon,
the Oregon Liquor Control Commission, and the Department of Justice.

DAS maintains price agreements with several audit firms. According to the agency, these price
agreements benefit agencies through discounts, volume purchases, and reduced procurement
burden. These contractors are required to provide an annual report that can show how much
agencies are using contracted services. Although we are aware of agencies that have used the
services of these firms, DAS has never received this report from any of the internal audit
vendors. Without this information, DAS cannot report on the cost of contracting or the value
agencies receive from contracted audit services. Additionally, the lack of information prevents
DAS from performing a cost-benefit analysis of using third party contractors versus hiring
permanent internal audit staff.

23 0AR 125-700-0125.
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According to professional auditing standards, while organizations can contract for internal audit

work, management of the internal audit function cannot be outsourced. An agency must

adequately manage contracted audit services in order to follow professional audit standards.

Agencies that do not are at risk of failing external reviews. This threatens the credibility of the
internal audit function, both within the agency and statewide. The state of Mississippi
allows an agency to contract internal audit work to private firms, but first requires that
the agency complete a cost analysis that shows projected savings.

Agencies with improperly structured and resourced internal audit functions face a greater
risk of fraud and wasted taxpayer dollars

While there is no guarantee internal auditors will identify fraud or waste, having an effective
internal audit function can go a long way to reduce the risk of such activities occurring. Multiple
state agencies have experienced fraud or wasted

taxpayer dollars during periods when the internal Increased risk of fraud, waste, and abuse

audit function had notable deficiencies, including the “Not having these protections [internal

Oregon Department of Energy, the Department of audit] leaves the state vulnerable to

State Lands, the Oregon Youth Authority, and the inefficient and ineffective management

Oregon Health Authority. practices that result in wasted public
funds. The lack of the internal audit

The Oregon Department of Energy has long struggled function can also lead to fraud and abuse

to maintain audit staff and meet state requirements of state funds.”

for internal audit work. Until recently, the department - Assessment of North Carolina Internal

tasked a manager in a non-audit position with audit functions

additional responsibilities related to internal

auditing.2* The agency has not performed a risk assessment or convened a meeting of its audit
committee since 2015, and consistently has not met state requirements for audits completed.
Yet the agency has faced challenges, such as fraud and waste related to the Business Energy Tax
Credits program that could have possibly been mitigated with dedicated audit resources.

At the Oregon Health Authority, significant payment issues were uncovered in a period when the
internal audit function was found to be insufficiently independent and only partially conforming
to professional standards by an external quality assurance review. These payment issues
spanned several years. Separately, the Oregon Audits Division found significant deficiencies in
how the agency detected and prevented improper Medicaid payments. These issues led to tens
of millions of dollars in questionable spending. Because the Oregon Health Authority shares an
internal audit function with the Department of Human Services, both agencies would be affected
by the deficiencies identified in the quality assurance review.

The Department of State Lands has not established an internal audit function, despite meeting
the criteria set in state law. In 2016, following an inventory of securities and bonds held by the
agency, the department found it could not determine if the inventory was complete and correct
or whether any fraud occurred, because the agency did not track its inventory over time or
changes made to the system. This absence of internal controls would be of concern to an internal
auditor who would potentially perform an audit with recommendations for improvement.

In 2009, a superintendent of a youth correctional facility managed by the Oregon Youth
Authority was found guilty of theft, misconduct, tampering with records, and tampering with a
witness. Department staff testified to the Oregon Legislature the root of the problem came from
the agency’s leadership, who shielded managers from criticism and covered up wrongdoing,
problems that could have been improved with a more involved and independent internal audit

24 The Oregon Department of Energy hired a full-time internal auditor in June 2018.
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function. Today, the audit function at the Oregon Youth Authority is a well-functioning unit that
brings value to the organization and leadership in the statewide audit community.

DAS has not been fulfilling state internal auditor oversight and coordination
responsibilities for many years

Despite being charged by the Legislature with coordinating internal audit activities, DAS has not
fulfilled this responsibility. Agency efforts have diminished over time, missing or unclear
guidance has contributed to inconsistency and confusion in application of state laws and
policies, and opportunities to support internal audit functions have been missed.

DAS coordination approach is missing key elements and has diminished over time

DAS does not have a strategy for coordinating internal auditing and does not measure the
effectiveness of coordination activities. Historically, DAS has not collected information on
stakeholders’ perceptions of their coordination or support activities, such as CAEs, agency
directors or state legislators. Without this information, DAS cannot assess the impact of their
coordination efforts. In a survey we conducted of state agency internal audit staff in Oregon, less
than half believed that DAS understands and values internal auditing, and less than one-third
agreed that DAS promotes internal auditing at state agencies.

Prior to 2013, DAS had dedicated staff to coordinate internal auditing. The coordinator worked
with agency internal auditors to create resources related to risk assessments and audit
committees and consulted on changes to state law regarding internal auditing. However, this
position was eliminated in 2013, which left DAS with only a single internal audit position to
complete both audit work within DAS and statewide internal audit coordination as required by
state law.

Furthermore, DAS has experienced vacancies in its single internal audit position, resulting in
loss of institutional knowledge and coordination activities within DAS ceasing altogether. Most
recently, the position was vacant for a year until it was filled at the beginning of this audit.

The current extent of DAS coordination activities includes maintaining price agreements for
internal audit contractors, holding licenses for audit management software, producing the
annual report on statewide internal audit activities, and providing ad hoc guidance and support.
Reductions and vacancies in the DAS internal audit function have limited the effectiveness of
even these basic efforts, and the agency has called on internal auditors at other agencies to
donate time to complete these tasks.

DAS has not provided clear guidance on application of internal audit laws and rules

State law?25 tasks DAS with coordinating agency internal audit functions to promote
effectiveness, and instructs DAS to adopt rules setting standards and policies for audit functions
within state government.26 The rules must include the adoption of professional auditing
standards, and policies and procedures that ensure the integrity of the internal audit process.
However, DAS has depended on agencies to comply voluntarily with these rules, as it is unclear
whether DAS has the authority or available mechanisms to enforce them.

In addition, specific statutory and rule requirements have been unclear to internal auditors.
These include the general applicability of laws and rules, criteria for exemptions to the internal

25 ORS 184.360 Internal audits in state government, policy, reports, rules.
26 ORS 174.111 “State Government” means the executive department, judicial department and the legislative department.
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audit requirement, and the minimum level of internal audit resources that meet the
requirement.

Some state agencies, such as the Oregon Judicial Department and Oregon State Lottery, have
claimed they are not subject to state policy relating to internal auditing but are complying
voluntarily, and DAS has not provided clear guidance to correct this assertion.

Statute directs DAS to adopt rules that include, but are not limited to, standards for internal
audit operations, and annual reporting requirements in all branches of Oregon state
government. The statute goes on to list specific requirements for audit work performed, which
apply specifically to executive agencies.

In the rules set by DAS, the audit work requirements are extended to “any elected or appointed
officer, board, commission, department, institution, branch, or other unit of the state
government” that meets the criteria for the internal audit requirement. As DAS has the statutory
ability to set internal audit rules for all of state government and is not limited in the scope of
those rules, it is clear that agencies such as the Oregon State Lottery and the Judicial Department
are subject to those requirements. DAS recently reported they were reviewing their past
interpretation of the state policy.

Another example involves the Public Utility Commission, which requested and was granted an
exemption to the internal audit requirement in 2006. To support its request, the commission
referenced a state accounting policy rather than a newly passed state law or recently established
state rule, both of which indicated the commission was subject to the audit requirement. Twelve
years later, DAS and the commission disagree as to whether the commission is currently exempt
from the requirement. While the commission has some elements of an internal audit function in
place, we found they had deficiencies such as not having a member of its governing commission
on its audit committee and no current external review. PUC relies on audit work from MBA
interns to meet state requirements, but has not reviewed the work to ensure these audits
conform to professional auditing standards.

Oregon Housing and Community Services also received an exemption in 2012, which was
recently extended until 2019. As part of the justification for the exemption request, the
department cited agency reorganization and shifting areas of strategy. This is an example of a
situation when an internal audit function would have provided valuable assurance and advice to
agency management. Without an internal audit function, however, the agency missed several red
flags related to performance. In 2016, our audit at the agency found insufficient strategic
planning, poor data management, inconsistent staffing levels, inadequate policies and
procedures, and poor communication from management.??

Some agencies that appear to meet the criteria for the internal audit requirement have never
established functions, applied for an exemption, or been included in the DAS annual report. The
newly-hired DAS CAE performed an analysis and identified several agencies without an internal
auditor that exceeded the state criteria related to annual expenditures and annual cash
processed. DAS was unaware of the last time a similar analysis was performed, and has not
notified all of these agencies that they are not in compliance with state law.

We performed a similar analysis using a different interpretation of what funds should be
counted as cash processed. Like DAS, we also found several agencies should have an internal
audit function that were not previously identified in any past DAS reports. These agencies
include the Watershed Enhancement Board, the Public Defense Services Commission, Oregon
Correctional Enterprise, and the Secretary of State’s Office. None of these agencies has an

27 Oregon Audits Division Report No. 2016-31.
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established internal audit function. The Public Defense Services Commission appears to have
met the requirement since at least 2003, before the initial passage of the internal audit statute.

The criteria for determining which agencies are required to establish and maintain an internal
audit function has not been revised since its implementation in 2006. For example, dollar
amounts have not been adjusted for inflation. Over time, more agencies will meet the criteria,
meaning DAS’s coordination role responsibilities will be increasing in the years ahead.

DAS has not provided clear guidance on how agencies should staff internal audit functions

Poor guidance from DAS has contributed to insufficient internal audit staffing. In 2014, DAS
made changes to statewide internal audit policy. One change was to remove the expectation that
internal audit functions at agencies be staffed at a minimum of one full-time auditor. This change
made it easier for agencies to staff internal audit functions with less than one full-time auditor,
or contract for minimal audit services. As noted previously, total internal audit staffing in state
agencies is at the lowest level ever recorded.

Some of the largest and highest-spending agencies in the state have small audit functions, yet
DAS has never provided guidance on how to determine appropriate internal audit staffing. The
now-dissolved Statewide Audit Advisory Committee made this a priority in 2007, but the
committee was unable to find an existing model.28

As aresult, some agencies have reported meeting the requirement despite applying very few
resources to internal auditing. For example, one agency reported meeting the requirement with
0.25 FTE of non-audit staff and another through a project from a Willamette University MBA
student. DAS reports did not note that agencies without staff or contract arrangements, or with
vacant positions, failed to meet the requirement.

The poor guidance from DAS, in addition to reductions and vacancies in the DAS internal audit
staffing over time, has diminished the credibility of DAS in the statewide internal audit
community. While DAS is taking positive steps, it will take more time and effort to improve its
standing. This additional effort should include providing clearer guidance about the meaning
and correct implementation of standards and policies.

Other states have encountered similar issues and developed guidance to ensure internal audit

functions are sufficiently staffed. In New York, an internal audit task force convened by
statewide executive leaders proposed that internal auditing, by its nature, requires
a vibrant exchange of ideas among a team investigating a problem. The task force
concluded audit functions staffed by only one auditor are “less than ideal.”

North Carolina has what appears to be the most robust methodology developed

specifically for staffing state agency internal audit functions. We replicated this

methodology and applied it to Oregon agencies. Under this model, internal audit
functions in Oregon are understaffed by 70 to 137 auditors. Few agencies meet the
methodology’s recommended internal audit staffing level. See Appendix C for results.

Professional auditing standards require that CAEs ensure that internal audit resources are
appropriate to achieve the audit plan. CAEs in Oregon must also ensure mandated audit work is
completed, and their functions perform administrative tasks necessary for conformance to
professional standards. A single auditor or an understaffed function may struggle to complete a
risk assessment, annual audit plan, annual risk based audit, annual report to DAS, and an

28 The Statewide Audit Advisory Committee was dissolved in 2013 following the removal of the DAS statewide internal audit
coordination position. The Committee served in an advisory capacity to “promote excellence and professional, standards-based
internal auditing services in state government.”
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governance audit every five years while also performing consulting projects, staffing the audit
committee, ensuring necessary reviews, updating internal audit and audit committee charters,
and completing other tasks noted in this report.

DAS does not provide or facilitate training and resources for internal auditors

DAS does not currently provide or facilitate training and resources for internal auditors.
Professional organizations, other states, and past DAS efforts offer examples that could bring
value to internal audit functions and promote effective internal auditing in the state.

The I1A provides templates for audit documents mandated in auditing standards, such as the

internal audit charter and audit committee charter. Minnesota developed a number of tools and
resources to help internal audit functions maintain their integrity, remain compliant
with standards, and be effective. These include control environment self-assessment
tools, risk assessment tools, and templates.

Leveraging opportunities for group training among small internal audit functions can reduce

overall expenditures on such training while allowing internal audit staff the chance to obtain
important CPE.29 In North Carolina, for example, the coordinating entity overseeing
internal auditing in the state offers training for internal audit staff.

In addition to audit staff, audit committee members also benefit from training, as it allows them
to become familiar with their responsibilities.

Before the reduction of internal audit staff in 2013, DAS provided training that included
information on the role and impact of audit committees, state laws and rules related to auditing,
professional audit standards, benefits and drawbacks of contracting audit services, and best
practices for overseeing the internal audit function. Audit staff at the Oregon Parks and
Recreation Department also developed position descriptions for audit committee members,
which include helpful descriptions of audit committee purpose, committee member attributes,
audit committee meetings, and expectations.

DAS has not adequately reported on the condition and impacts of state internal audit
functions

As previously noted, it has been unclear if DAS has the authority or available resources and
expertise to enforce state rules related to internal auditing in state agencies. The DAS annual
report to the Legislature on statewide internal audit activities is their strongest oversight and
enforcement mechanism. Legislators and internal auditors both pointed to the annual report as
an opportunity for DAS to show the impact internal auditing has on state agencies and describe
the challenges internal auditors face, but recent reports have been unclear, inaccurate, and have
not effectively communicated the condition, needs, and impacts of state internal audit functions.

While the current format of the report provides information on most of the requirements of
agency internal audit functions, it includes little to no analysis or judgement on the effectiveness
and challenges of various audit functions. Legislative stakeholders indicated they wanted to
know more about the results and impact of internal audit work, internal audit reporting
structures, and rationale agencies use for contract audit work. CAEs believe the process for
compiling the annual report is difficult and the final product did not effectively show the impact
they generate, describe the challenges they face, or advocate for needed resources or changes in

policy.

29 Continuing Professional Education.
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By statute, DAS is required to report to the Legislature at the end of every calendar year for
internal audit activities that occurred during that year. By state rule, agencies are required to
report information to DAS by fiscal year, which runs from July to June. This conflict creates a
challenge for DAS, as they would receive information from agencies that does not align with
their required reporting period. In order to overcome this challenge, DAS has reported on
internal activities in the state by fiscal year in violation of state statute.

The DAS report on internal audit activities is not accurate. To create the report, DAS staff rely on
self-reported information submitted by agencies, which they do not always validate. Our review
of information agencies provided to DAS for the most recent fiscal year showed inaccuracies,
including information about audit committee membership, the percentage of audits completed,
and the percentage of audits originating from agency risk assessments. Additionally, the 2017
DAS report to the Legislature included inaccurate information on years of the most recent
agency risk assessments, risk-based audits, and governance and risk process management
audits.

Further, important information is missing or obscured in the report. For instance, in the 2017
report, three agencies noted they did not have internal audit staff but were “fulfilling audit
requirements by other means.” Typically, this means the agency is contracting for audit services,
but we found at least one of the three agencies that listed this response did not, in fact, contract
for audit services or apply any resources to internal auditing.

The annual report includes misleading information on audit work performed by agencies.
Multiple annual reports attributed non-audit and external audit work as internal auditing
completed by the agencies. These included risk assessments, consulting engagements, external
reviews, program evaluations, studies, and external audits. In 2017, the DAS report indicated
Business Oregon complied with the requirement to perform a risk-based audit for the year due
to an external audit conducted by the Oregon Audits

Division. 1A Code of Ethics: Competency
DAS annual reports do not always effectively highlight Internal auditgrs apply the .
consulting activities performed by internal audit functions, kn°W|que'hSk'”5' ?"d eXper'efnce
which many CAEs identified as some of their most impactful pe:dedl in tdf per .ormance 0
work in the agency. At times, DAS reports have highlighted INternat audit Services.
consulting activities clearly by reporting them in a dedicated o  Annual CPE required for active

section of the report. Often, however, these activities are Certified Internal Auditors:
reported together with a range of “Value-Added Activities” 40 hours.

that have included less important tasks such as committee e Annual CPE required for active
participation, conference presentations, and non-audit roles Certified Governmental

filled by the internal auditor. Reporting in this way not only Auditing Professionals:
obscures the value internal auditors offer through 20 hours.

consulting, but could cause further confusion about the role
auditors fill in agencies and how these resources are being
utilized.

GAO Yellow Book: Competency
The staff assigned to perform the
audit must collectively possess
Finally, the professional certifications held by internal audit ~ a@dequate professional competency
staff are reported in aggregate, which obscures individual needed to address the objectives
auditor qualifications. This does not indicate to stakeholders andipsrionm t_he WK

which internal audit functions lack necessary skills and EIEI EIMEA RSN SEMERIeE:
competencies. For example, the 2017 report indicated only o  CPE required: 80 hours every
12% of internal auditors in the state held certifications in two years, with at least 20 of
auditing information systems, but included no information those hours in every year.
about which agencies need resources for training, additional

staff, or contracting to fill this gap.
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Coordinating agencies in other states also produce annual reports on statewide internal audit
activities. These reports provide potential models for DAS to consider.

Minnesota includes performance metrics for internal audit functions, strategies used to
promote internal auditing in the state, and results of agency internal control self-
assessments.

North Carolina includes statewide internal audit staffing compared to recommended
levels, internal audit budgets and historical budget comparisons, updates on training
and professional development of internal auditors, results of all internal audit peer
reviews, supplemental staffing methods used, and data analysis activities.

Texas includes information related to internal audit progress on completing annual
audit plans, consulting services provided, audit services contracted, and instances of
suspected fraud, waste, and abuse.

DAS and agencies struggle to measure the impact of internal auditing

Measuring the effectiveness and impact of internal auditing is challenging. Much of the effect of
quality internal auditing comes from prevention of risks and potential future problems, which is
not easily measured. Nevertheless, audit functions should consider metrics in context and across
typical performance measurement areas: quality, efficiency, process, input, outputs, and
outcomes.

Professional auditing organizations recommend internal audit functions consider measuring the
following:

percent of staff with professional certification or advanced degrees;

percent of staff meeting continuing education requirements;

results of the most recent external peer review;

estimated financial impact of audit recommendations;

percent of audit recommendations agreed to and implemented by management;
number of audits issued;

number of consulting engagements performed;

satisfaction of senior management and the audit committee; and

operational program and service delivery effectiveness and quality measures.

Several audit functions use at least some performance metrics and provide internal reports to
management and audit committees that include information demonstrating their impact and the
challenges they face. For example, the audit function at the Department of Revenue uses
performance measures such as the number of engagements, time spent on consulting
engagements, customer feedback surveys, and recommendations accepted and implemented.
The Department of Consumer and Business Services uses performance metrics that include the
percentage of risk elements identified in the risk assessment that have documented mitigating
controls in place.

The internal audit function in the Oregon Judicial Department prepares an annual report for its
audit committee that clearly articulates work completed in the past year, as well as performance.
The report includes the number of audits released, details on consulting engagements, status of
prior audit recommendations, progress towards the completion of the audit plan, customer and
committee satisfaction, and external review results.

Examples of metrics that we heard from other states that could demonstrate internal audit
impact include:
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Internal audit budget as a percentage of agency budget;

Percent of audits identified as high risk;

Number and percent of recommendations implemented;

Number and percent of recommendations implemented within a year; and
Percent of audits completed on time, and at or under budget.

While DAS is not directly responsible for improving internal audit functions in other state
agencies, they are ideally positioned to facilitate some improvements given their role as a
coordinating body. In order to do so, DAS should ensure it has adequate staff for both their
responsibilities as a coordinator and their internal audit needs; develops clear and consistent
guidance and support; and improves the annual report to the Legislature.

Key stakeholders believe DAS can provide enhanced coordination activities

Agency directors, audit committee chairs, and internal auditors in the state all see a role for DAS
and opportunities for improvement. Some offered ideas on how DAS could renew and build
upon its past coordination and support efforts. Some ideas include:

Improving the annual report on internal audit activities;

Developing recommended performance metrics for internal audit functions;
Setting expectations for audit committee composition;

Providing training to audit committee members;

Developing templates for standard audit processes;

Coordinating and providing training for internal audit staff;

Coordinating workpaper30 review for single-person audit functions;
Creating a pool of auditors that can be shared among smaller agencies who lack
resources to staff their internal audit function;

Expanding software licenses to include data analytics tools; and

Revising audit-related state rules.

If DAS is able to provide more valuable support, guidance, and reporting, it could help statewide
internal audit functions be more effective in addressing challenges rooted in state policies,
agency structures, resources, and compliance with requirements. Improvements in these areas
will promote the ability for internal auditors to positively impact state government for the
benefit of all Oregonians.

Despite challenges, CAEs add value to their organizations and the state

Despite the challenges faced by internal audit functions in the state, internal auditors are
generally well qualified for their positions, they have developed a supportive peer community,
and their work is having a positive impact in the state.

Internal audit staff in the state are generally well qualified to perform their roles.

All CAEs in the state have at least five years of internal
audit experience, and most have more than 10. A
significant majority hold professional certifications and
advanced degrees, including audit-specific credentials
such as the Certified Internal Auditor, Certified Public
Accountant, Certified Government Auditing Professional,

Auditor Experience

An academic study from 2005
determined that companies with
greater internal auditor experience
correlated with greater stock ratings
and higher overall earnings.

30 Audit workpapers are the documents which record all audit evidence.
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Certified Fraud Examiner, and Certified Information Systems Auditor.
The Chief Audit Executive Council provides valuable support to auditors

The Chief Audit Executive Council, made up of the CAEs from all state agency internal audit
functions, supports DAS in their task of coordinating internal audit activities. The council meets
quarterly to collaborate, share information, promote effective internal auditing, and advise DAS
on internal audit matters.

The council has become increasingly important in providing support for internal audit functions
in the state and contributing to statewide coordination of internal auditing. It has taken on
several state coordination roles including coordinating audit function external reviews,
developing templates and resources, and coordinating training opportunities.

In 2018, council leadership and the DAS Director signed an updated charter identifying the
activities and ongoing operation of the council as an important component of DAS internal audit
coordination activities. The new charter formalizes the relationship, affirming the collaboration
between the council and DAS.

An internal audit task force in the state of New York identified this type of peer
community, designed to provide support and advocacy for the internal audit
function, as a leading practice. Internal auditors reported they benefit greatly from
the support, problem-solving, and networking opportunities it provides. While the
council offers benefits to internal auditors, it lacks formal authority within state government and
would rely on DAS and other stakeholders for substantive issues such as changes in statewide

policy.
Internal audit has a positive impact in the state

Internal auditors across the state reported performing financial, performance, and information
technology audits, and investigations of potential fraud. These work areas demonstrate the
diversity of skills within the statewide internal audit community, and the wide variety of ways
internal auditors generate positive impact within their agencies.

In a survey of state internal audit staff, several key words pertaining to the positive outcomes of
their work came up repeatedly, as shown in Figure 4.

Figure 4: The work of internal auditors is focused on managing risks and improving processes
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Internal auditors feel that they add value to their organizations by providing leadership and
independent analysis, improving accountability and transparency, facilitating decision-making,
dealing with high-risk areas, and proactively identifying risks.
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Some examples of this impact reported by internal auditors are included below.

The Public Employees Retirement System found a benefit calculation error rate of 13%.
After a series of audits, the error rate was reduced to near 0%, where it has remained.
Another Public Employees Retirement System audit showed that health insurance
programs for retirees were performing poorly. After implementing recommendations
and shifting leadership, they are now functioning well.

The Oregon Judicial Department audit function provided helpful consulting on the
implementation of the eCourt system.

An Oregon State Police audit of statewide evidence-handling practices identified
opportunities for reducing cost and improving performance.

Another Oregon State Police internal audit provided greater clarity for officers in how
they should respond to potentially threatening situations.

The Oregon Employment Department comprehensively tracked audit recommendations
from both internal and external auditors and agency progress in implementation over
time, and reported this information to the audit committee.

The Oregon Youth Authority internal auditor job-shadows front-line employees in youth
correctional facilities to clearly understand work processes and gather perspectives not
normally heard or understood by senior leadership. The auditor has the goal of
completing a job shadow with every type of front-line employee.

The internal audit function of the Department of Corrections found the department could
save thousands of dollars per month through more timely disconnection of agency-
issued cellular phone accounts following employee separation.

The internal auditor at the Oregon Parks and Recreation Department found over 50
different forms being used to complete the same processes in field offices around the
state. The auditor consulted with management to simplify processes and reduce staff
administrative time by reducing that number down to only three forms, which are now
in use statewide.
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Other Pertinent Information

In the course of conducting this audit, we identified additional information that, while not
strictly within the scope of the audit, is still significant and merits attention.

There is no generally accepted governance structure for statewide oversight and
coordination of internal audit functions

There is no universal approach or generally accepted best practice for internal audit governance
and oversight in state government, including the degree to which internal audit functions should
be centralized or coordinated. States take several different approaches to attempt to balance the
sometimes competing values of transparency, accountability, and confidentiality.

Some states, like Utah, are de-centralized without a coordinating body — meaning state agencies
with internal audit functions operate independently. Others, like Michigan, have centralized
internal audit functions in a single state agency, which provides internal audit services to all
other state agencies. In Oregon, Minnesota, and North Carolina, one agency coordinates and
supports audit functions within other agencies. For example, the North Carolina Office of Budget
and Management has a coordination role similar to DAS. In that role, they coordinate external
reviews, recommend staffing levels, produce annual reports, recognize auditors through
achievement awards, and maintain a pool of shared internal auditors for smaller state agencies.

Public internal auditors face challenges in applying professional standards

As states struggle with developing an overall model of internal auditing, CAEs also face
challenges in applying professional auditing standards on an agency level. The IIA Red Book
standards are primarily intended for internal auditors in the private sector, and GAO Yellow
Book standards are generally followed by external auditors in the public sector. While most
internal audit functions in Oregon state agencies strive to follow the IIA Red Book standards,
applying them in a public setting is often challenging given the differences between operations
in the public and private sectors.31

This report previously mentioned multiple areas where application of professional standards
creates challenges for internal auditors, including the responsibility for audit committees to
make personnel decisions as part of a dual-reporting structure. The lack of confidentiality of
internal audit work in the public sector is another area where auditors could potentially be
placed in the position of needing to balance competing interests of agency management,
oversight bodies, and the public.

Public reporting requirements complicate the role of internal auditors

In the private sector, audit findings are considered proprietary and kept confidential. If an
internal auditor discovers a problem with the operations of the organization, that problem can
be addressed internally, and the company can avoid reputational damage or disclosing sensitive
information to competitors. This benefits the internal audit function by promoting trust with
senior management and the company board.

If the internal audit function within a company also reported audit results to outside
organizations, such as governmental regulatory agencies, executive management may decide

31 0AR 125-700 requires state agency internal audit functions to select appropriate professional auditing standards to follow in
performing their audit work.
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that the risk to the company of disclosure outweighs the benefits they receive from their internal
audit function, and the function may experience limitations on access and influence as a result.

This is one way to characterize the current system in Oregon. Internal auditors are required to
report activities and results externally to DAS and the state Legislature. Audit information is also
available to the public by request. If no work from the auditor

can be held in confidence, auditors may not be able to serve as Public internal auditors face
trusted advisors to agency leadership. unique challenges
“The professionals who audit
If an auditor is not able to establish this position of influence, federal, state, and local
the internal audit function provides less value to the agency governments and other public
and may be more likely to be marginalized, under-resourced, entities must cope daily with
contracted, or never established at all. career-threatening political
risks from which the private-
The GAO Yellow Book recognizes this challenge with external sector internal auditors are
reporting requirements, and describes such audit functions as largely immune.”
hybrids of internal and external auditing. - Institute of Internal Auditors

Yet, government leaders have a responsibility to promote

transparency and be accountable to the public, both directly and through the oversight of public
officials. It may not be reasonable to apply the same level of confidentiality private sector
auditors have to the public sector.

Other states offer models that may better balance the competing values of confidentiality,
transparency, and accountability. Multiple states allow for some level of internal audit work to
be confidential. Texas, Illinois, New York, Tennessee, and North Carolina allow for confidential
audit workpapers. This allows internal auditors to protect the identity of whistleblowers and
encourages agency staff to be forthcoming with potentially sensitive or threatening information.

Given the lack of consensus on the appropriate governance structure for statewide internal
auditing, the correct way to balance the two sets of professional standards in the public sector,
and the appropriate degree of confidentiality for audit work products, this audit focused on the
laws and rules currently in place in Oregon. Yet DAS could work with the state leaders, the
internal audit community, and professional audit organizations to consider these difficult topics
and chart a path forward in Oregon.
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Recommendations

We recommend DAS take the following actions to more effectively coordinate and promote the
internal audit function at state agencies. Some of the recommendations will require additional
resources be made available for internal audit. Others can be achieved by redirecting current

efforts.

1.

10.

11.

12.

13.

Define the minimum amount of resources that constitutes an active internal audit
function, whether staffed or contracted, and develop a methodology to determine the
recommended staffing for internal auditing.

Determine whether the minimum qualifications for internal audit classifications should
be amended to expand the pool of applicants.

Dedicate sufficient human resources for both statewide internal audit coordination and
internal auditing within DAS.

Evaluate whether the classification of the statewide internal audit coordination position
is appropriate, relative to Chief Audit Executives throughout the state.

Propose changes to administrative rules to address concerns identified in this report,
including those related to misalignment of reporting periods, audit committee
composition, and functional and administrative reporting.

Provide guidance to agency internal audit functions on minimum requirements for risk
assessment processes, risk-based audits, and external reviews.

Develop a strategic plan to coordinate agency internal audit efforts, promote
effectiveness, and ensure integrity of internal auditing in the state.

Work with the Legislature to strengthen and clarify state laws related to internal
auditing and DAS’s role as a centralized coordinating body.

Develop guidance or criteria to determine when an exemption to the internal audit
requirement is appropriate.

Inform agencies that meet the current criteria that they are required to have an internal
audit function.

Develop a formal process to track which agencies meet statutory requirements for
establishing an internal audit function.

Adjust the current criteria in state rules for the internal audit requirement to clearly
identify state agencies that face the highest levels of risk. This should include a review of
the types of transactions considered as “cash processed,” the levels of expenditure and
staffing set more than a decade ago, and a consideration of other risk factors.

Make training materials available to new and existing internal audit staff at state

agencies, including trainings that would enable staff members to participate in external
peer reviews at other agencies.
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14. Provide training materials to new and existing audit committee members, including
training on how to maintain the independence of the audit function and what work
products to expect.

15. Revise the annual report on statewide internal audit activities to ensure it is clear,
accurate, and helpful for internal audit stakeholders; includes meaningful information on
internal audit performance; describes conformance with professional standards and
state requirements; and details the costs and outcomes of internal audit contracting.

16. Convene an internal audit working group including stakeholders such as state CAEs and

professional auditing organizations to determine the appropriate level of centralization
for internal audit functions in Oregon.

Oregon Secretary of State | Report 2018-25 | August 2018 | Page 30



Appendix A: Oregon Agencies Reviewed in this Report

Agency Name

Agency Acronym

Business Development Department (Business Oregon) BlZ
Department of Administrative Services DAS
Department of Consumer and Business Services DCBS
Department of Environmental Quality DEQ
Department of Human Services DHS
Department of Corrections DOC
Department of Justice DOJ
Department of Revenue DOR
Department of State Lands DSL
Higher Education Coordinating Commission HECC
Oregon Department of Agriculture ODA
Oregon Department of Education ODE
Oregon Department of Forestry ODF
Oregon Department of Fish and Wildlife ODFW
Oregon Department of Energy ODOE
Oregon Department of Transportation ODOT
Oregon Department of Veterans’ Affairs ODVA
Oregon Employment Department OED
Oregon Health Authority OHA
Oregon Housing and Community Services OHCS
Oregon Judicial Department 0JD
Oregon Liquor Control Commission oLCcC
Oregon Military Department OMD
Oregon Parks and Recreation Department OPRD
Oregon State Lottery oSL
Oregon State Police ospP
Oregon State Treasury OST
Oregon Youth Authority OYA
Public Employees Retirement System PERS
Public Utility Commission PUC
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Appendix B: Agency Audit Document Elements

Figure 5 depicts which agencies provided an audit committee charter required by state law and
which elements recommended by IIA Red Book standards to safeguard independence each
charter includes. While audit committee charters are not required to include all elements, I1A
does consider them to be best practices. The Oregon Department of Transportation follows GAO
Yellow Book standards rather than IIA Red Book Standards. However, GAO Yellow Book
standards do not address audit committees, so their charter is evaluated against best practices
recommended by the IIA.

Figure 6 depicts which agencies provided an internal audit function charter required by state
law and which elements recommended by IIA Red Book standards to safeguard independence
each charter includes. While internal audit function charters are not required to include all
elements, I1A does consider them to be best practices.

Figure 7 depicts which agencies provided an audit plan for either 2017 or 2018, and Figure 8
depicts which agencies provided evidence of a risk assessment required by state law for 2016
through 2018. The elements evaluated in both tables are included in IIA Red Book mandatory
guidance, and agencies that follow 1A Red Book standards are expected to comply. The Oregon
Department of Transportation may not be required by professional standards to include all of
these elements.

During the final review process for the audit, several CAEs indicated their agency has an audit
plan or risk assessment report more extensive than their summary document indicates.
However, our office was not provided with this report when we requested it during fieldwork
and, owing to the late date of this notification, we were unable to confirm this assertion.

Blue boxes indicate an agency’s document included that element; blank spaces indicate it did
not. Several agencies did not provide specific documents, so the audit team was unable to assess
further.
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Figure 5: Audit committee charter elements
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Figure 6: Internal audit function charter elements
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Figure 7: Audit plan elements
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DSL Did not provide

HECC Did not provide - - -

ODA Did not provide _
oo: | D

ODF

oorw | S I

ODOE  Did not provide

ovor | N S

ODVA  Did not provide -

OD __ _

OHA Did not provide -
OHCS  Did not provide - - -

* Several agencies did not provide an audit plan, but indicated that submissions they made to the DAS annual report fulfilled this
requirement.

** During the final review process for the audit, the CAE from this agency indicated they have a more extensive audit plan than their
summary document indicates. However, our office was not provided with the full audit plan when we requested it during fieldwork and,
owing to the late date of this notification, we were unable to confirm this assertion.

PUC Did not provide

Oregon Secretary of State | Report 2018-25 | August 2018 | Page 35



Figure 8: Risk assessment elements

Agency Assessment Assessment Assessment
provided Assessment includes both describes estimates the
evidence of a describes risk likelihood and controls in place .
risk assessment | events severity/impact | to mitigate risk effectiveness of
for 2016-2018 of risk events events current controls
oz | I R I
oces | I A A .
DEQ  Did not provide - - - -
oo | N I I —
DSL Did not provide - s - -
HECC Did not provide - - - -
oorw | —
ODOE Did not provide - - - -
oova | I R R —
OHCS Did not provide - - - -

* During the final review process for the audit, CAEs from these agencies indicated they perform a more extensive risk assessment process
than their summary document indicates. However, our office was not provided with this report when we requested it during fieldwork and,
owing to the late date of this notification, we were unable to confirm this assertion.
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Appendix C: North Carolina Staffing Model

Figure 9 is based on the methodology used by the North Carolina Office of Management and
Budget to determine the recommended minimum number of internal auditors for a given
agency. Each agency is assigned a base recommendation based on appropriation, with a
minimum of two auditors for each agency that meets the criteria. Other elements of the
methodology include agency FTE, risk ranking, number of locations (decentralization), and pass-
through funding. Each of these elements are associated with a risk factor, which increases or
decreases the number of internal audit staff recommended.

The risk rating is subjective and based on known and perceived financial, operational and
technology risk; criticality of the unit; probability of fraud; and public or political sensitivity.
This risk rating is determined by consensus of state audit staff. This audit evaluated Oregon
agencies both with and without the subjective risk rating. North Carolina agencies are staffed at
79% of the recommended level. Figure 9 includes both a full recommended staffing level for
Oregon agencies, as well as the staffing level at 79% of the recommendation, resulting in a
recommended range. Recommended staffing levels are rounded to the nearest whole number.

Contracted internal audit services were not included in the staffing analysis or in the table.
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Figure 9: Results of North Carolina staffing methodology

BIZ
DAS
DCBS
DEQ
***DHS
*EEXOHA

***DHS/OHA

DOC
DOJ
DOR
DSL
HECC
ODA
ODE
ODF
ODFW
ODOE
oDoT
ODVA
OED
OHCS
0oJD
oLCcC
OMD
OPRD
OsL
ospP
OSsT
OYA
PERS
PUC
TOTAL***

*Given the elements included in this methodology, staffing recommendations at PERS and HECC may face a higher risk of being overstated.

Internal Audit FTE
as of May 2018

0
1
1
0.25
N/A
N/A

o O B O B O O O Rk kB =B O O O N O N

[EnY

o A P L L W

36.25

Recommended FTE
without risk rating

2-3
3-4

2

2
18-22
18-22
22-28
5-6
3-4

6-7*

1**

11-14*
1
107-150

Recommended FTE
with risk rating

2-3
4-5

2

2-3
23-29
23-29
29-37
6-7
3-4
2-3

6-7*

7-8
2-3
2-3
1-2
9-11

1**

12-15*
1
121-174

Difference
2-3
2-4
1
1.75-2.75
N/A
N/A
14-29
3-5
3-4
0-1
1
6-7*

O**

7-11*
1
70.75-137.75

**Given the elements included in this methodology, staffing recommendations at OST may face a higher risk of being understated.

*** DHS and OHA share an audit function, and they are included both separately and combined. Totals for each column reflect a range that

accounts for these calculations.
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Department of Administrative Services
Office of the Chief Operating Officer
155 Cottage Street NE

Salem, OR 97301

PHONE: 503-378-3104

FAX: 503-373-7643

August 24, 2018

Kip Memmott, Director
Secretary of State, Audits Division
255 Capitol St. NE, Suite 500
Salem, OR 97310

Dear Mr. Memmott,

This letter provides a written response to the Audits Division’s final draft audit report titled Opportunities Exist to
Increase the Impact of State Agency Internal Audit Functions.

Thank you for providing the Department of Administrative Services the audit report regarding the internal audit
functions of state government. DAS Executive Management and the DAS Chief Audit Executive (CAE) appreciate
the collaborative approach taken by the Audits Division and value its work.

The report strongly validates the continuous improvement efforts taking place to enhance the internal audit
functions within state agencies. However, while the report places a lot of the responsibility for improving audit
functions within state government on DAS, we believe it is equally incumbent on individual agencies to recognize
and value the contributions of their internal auditors. The success of an agency’s internal audit program will
depend on a combination of improved statewide guidelines and policies, as well as executive sponsorship and
support at the agency level.

As noted in the body of this report, there has been a significant reduction in internal audit resources throughout
state government. Specifically, total internal audit staff has gone from 53 staff in FY 2007-08 to 32 staff in FY 2016-
17. DAS internal audit staff has been reduced from three to one in that same time period. As outlined in the audit
report, if Oregon was to use North Carolina’s staffing methodology, the Secretary of State calculates Oregon would
need to add an additional 70 to 137 staff.

In order to address the recommendations outlined in the report with limited resources, DAS plans to rely heavily
on the Chief Audit Executive Council (Council), which is made up of state government internal auditors. DAS
executive management and the DAS CAE are already working closely with the Council to develop a stronger and
more informational Annual Report on Statewide Internal Audit Activities, develop an FAQ for agency directors and
audit committee chairs, and review the Oregon Administrative Rule that governs the internal audit role for
possible changes. We have also discussed with the Council the need to develop and sustain productive audit
committees through supportive training materials.

Below is our detailed response to each recommendation in the audit. Given the workload associated with 16
recommendations, as well as the long-term work projects related to some of the efforts, DAS has charted a five
year effort to address the work associated with the recommendations.



Kip Memmott
August 24, 2018
Page 2 of 7

RECOMMENDATION 1

auditing.

Define the minimum amount of resources that constitutes an active internal audit function, whether
staffed or contracted, and develop a methodology to determine the recommended staffing for internal

Agree or Disagree with
Recommendation

Target date to complete
implementation activities
(Generally expected within 6
months)

Name and phone number of
specific point of contact for
implementation

Generally Agree, however
resource levels are determined
by the state Legislature every
two years through the biennial
budget process

July 2023

DAS CAE — Lisa Upshaw
503-378-3076

Narrative for Recommendation 1

In consultation with DAS management, the DAS CAE, the Council and other agency executives, methodologies will
be researched with the aim to provide best practices and information helpful to internal audit resources for
Oregon state government. It is important to note that a recommendation for staffing or resources does not
necessarily mean that any additional staff or resources will ultimately be made available.

RECOMMENDATION 2
Determine whether the minimum qualifications for internal audit classifications should be amended to
expand the pool of applicants.

Target date to complete
implementation activities
(Generally expected within 6
months)

Agree December 2023

Name and phone number of
specific point of contact for
implementation

Agree or Disagree with
Recommendation

CHRO — Madilyn Zike
503-378-3020

Narrative for Recommendation 2

DAS management and the DAS CAE will work with the Chief Human Resources Office (CHRO) to review the current
MQ’s of each of the three IA position levels. DAS management and the CHRO feel it would be best to complete this
work after implementing Recommendation #1.

RECOMMENDATION 3
Dedicate sufficient human resources for both statewide internal audit coordination and internal auditing
within DAS.

Target date to complete
implementation activities
(Generally expected within 6
months)

January 2022

Name and phone number of
specific point of contact for
implementation

Agree or Disagree with
Recommendation

DAS CAE — Lisa Upshaw
503-378-3076

Neither agree nor Disagree

Narrative for Recommendation 3

DAS management will review the current staffing level and compare it to the resources needed to perform both
statewide oversight and internal auditing within DAS. If it is determined that additional resources are needed, DAS
may request the resources during the 2021 legislative session.



Kip Memmott
August 24, 2018
Page 3 of 7

RECOMMENDATION 4

Evaluate whether the classification of the statewide internal audit coordination position is appropriate,
relative to Chief Audit Executives throughout the state.

Agree or Disagree with
Recommendation

Target date to complete
implementation activities
(Generally expected within 6
months)

Name and phone number of
specific point of contact for
implementation

Agree

December 2023

CHRO — Madilyn Zike
503-378-3020

Narrative for Recommendation 4

DAS management and the DAS CAE will work with the CHRO to review the current classification level of the DAS
CAE as well as the classifications of statewide CAE’s. DAS management and the CHRO feel it would be best to

complete work after implementing Recommendation #1.

RECOMMENDATION 5

administrative reporting.

Propose changes to administrative rules to address concerns identified in this report, including those
related to misalignment of reporting periods, audit committee composition, and functional and

Agree or Disagree with
Recommendation

Target date to complete
implementation activities
(Generally expected within 6
months)

Name and phone number of
specific point of contact for
implementation

Agree

July 2021

DAS CAE — Lisa Upshaw
503-378-3076

Narrative for Recommendation 5

DAS management, DAS CAE, the Council, and other necessary stakeholders will work on a review and possible

revision of administrative rules relating to internal audit.

RECOMMENDATION 6

Provide guidance to agency internal audit functions on minimum requirements for risk assessment
processes, risk-based audits, and external reviews.

Agree or Disagree with
Recommendation

Target date to complete
implementation activities
(Generally expected within 6
months)

Name and phone number of
specific point of contact for
implementation

Agree

June 2019

DAS CAE — Lisa Upshaw
503-378-3076

Narrative for Recommendation 6

DAS management, DAS CAE, and the Council will develop and make available to agencies guidance on consistent

reporting of the work surrounding the risk assessment process, risk-based audits, and external reviews.




Kip Memmott
August 24, 2018
Page 4 of 7

RECOMMENDATION 7
Develop a strategic plan to coordinate agency internal audit efforts, promote effectiveness, and ensure
integrity of internal auditing in the state.

Target date to complete
. . . . L Name and phone number of
Agree or Disagree with implementation activities . .
. r specific point of contact for
Recommendation (Generally expected within 6 . .
implementation
months)
Neither Agree nor Disagree January 2022 DAS CAE — Lisa Upshaw
503-378-3076

Narrative for Recommendation 7

DAS management will collaborate with the DAS CAE and the council on the best set of tools to provide to state
agencies that will assist in coordinating of the internal audit function in state agencies, promoting effectiveness
and ensuring the integrity of internal auditing in the state.

RECOMMENDATION 8
Work with the Legislature to strengthen and clarify state laws related to internal auditing and DAS's role

as a centralized coordinating body.

Target date to complete
. . . . . Name and phone number of
Agree or Disagree with implementation activities . -
. Lr specific point of contact for
Recommendation (Generally expected within 6 . .
implementation
months)
Agree July 2022 DAS CAE — Lisa Upshaw
503-378-3076

Narrative for Recommendation 8

DAS management and other applicable bodies will work with the Legislature to review and possibly change state
laws relating to internal audit in state government, including the role DAS is to play. Because legislative concepts
for 2019 are well under way, the next opportunity for DAS to request any statutory changes will be during the
2021 legislative session.

RECOMMENDATION 9
Develop guidance or criteria to determine when an exemption to the internal audit requirement is

appropriate.

Target date to complete
. . . . . Name and phone number of
Agree or Disagree with implementation activities . .
. Lr specific point of contact for
Recommendation (Generally expected within 6 . .
implementation
months)
Agree March 2019 DAS CAE — Lisa Upshaw
503-378-3076

Narrative for Recommendation 9

DAS management, DAS CAE, and the Council will review the current policy on requesting and granting exemptions
to rule. The DAS CAE and the Council will then develop procedures that relate directly to granting such exemptions
on internal audit functions.
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RECOMMENDATION 10
Inform agencies that meet the current criteria that they are required to have an internal audit function.

Target date to complete
. . . . . Name and phone number of
Agree or Disagree with implementation activities . .
. r specific point of contact for
Recommendation (Generally expected within 6 . .
implementation
months)
Agree March 2019 DAS CAE — Lisa Upshaw
503-378-3076

Narrative for Recommendation 10
DAS management and the DAS CAE will develop a letter that informs agencies that meet the current requirement

and what guidance DAS is able to provide.

RECOMMENDATION 11
Develop a formal process to track which agencies meet statutory requirements for establishing an internal

audit function.

Target date to complete
. . . . . Name and phone number of
Agree or Disagree with implementation activities . -
. L specific point of contact for
Recommendation (Generally expected within 6 . .
implementation
months)
Agree March 2019 DAS CAE — Lisa Upshaw
503-378-3076

Narrative for Recommendation 11
DAS management and the DAS CAE will develop a formal tool to assist in reviewing and tracking when an agency
meets the requirement of having an internal audit function.

RECOMMENDATION 12

Adjust the current criteria in state rules for the internal audit requirement to clearly identify state
agencies that face the highest levels of risk. This should include a review of the types of transactions
considered as “cash processed,” the levels of expenditure and staffing set more than a decade ago, and a
consideration of other risk factors.

Target date to complete
. . . . L Name and phone number of
Agree or Disagree with implementation activities . -
. Lr specific point of contact for
Recommendation (Generally expected within 6 . .
implementation
months)
Agree July 2021 DAS CAE — Lisa Upshaw
503-378-3076

Narrative for Recommendation 12

Along with the work being done from recommendation 1, DAS management, DAS CAE, and the Council will work
with other bodies to develop a review of current criteria and adjust if necessary. This may potentially require a
revision to the current administrative rules.
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RECOMMENDATION 13

Make training materials available to new and existing internal audit staff at state agencies, including
trainings that would enable staff members to participate in external peer reviews at other agencies.

Agree or Disagree with
Recommendation

Target date to complete
implementation activities
(Generally expected within 6
months)

Name and phone number of
specific point of contact for
implementation

Agree

June 2019

DAS CAE — Lisa Upshaw
503-378-3076

Narrative for Recommendation 13

The DAS CAE, in partnership with the Council and the IIA Salem Chapter, will develop a formal review process of

training opportunities. This information will then be made available to all agency internal audit functions.

RECOMMENDATION 14

Provide training materials to new and existing audit committee members, including training on how to
maintain the independence of the audit function and what work products to expect.

Agree or Disagree with
Recommendation

Target date to complete
implementation activities
(Generally expected within 6
months)

Name and phone number of
specific point of contact for
implementation

Agree

June 2019

DAS CAE — Lisa Upshaw
503-378-3076

Narrative for Recommendation 14

In partnership with the Council, the DAS CAE will review the audit committee training currently available, such as
the Audit Committee Handbook and a training presentation. They will be updated as determined necessary and

made available to audit committees at state agencies.

RECOMMENDATION 15

Revise the annual report on statewide internal audit activities to ensure it is clear, accurate, and helpful
for internal audit stakeholders; includes meaningful information on internal audit performance; describes
conformance with professional standards and state requirements; and details the costs and outcomes of
internal audit contracting.

Target date to complete
implementation activities
(Generally expected within 6
months)

Name and phone number of
specific point of contact for
implementation

Agree or Disagree with
Recommendation

Agree December 2018 DAS CAE — Lisa Upshaw

503-378-3076

Narrative for Recommendation 15

Working with DAS management and the Council, the DAS CAE revise the annual report format after seeking input

from stakeholders on what information should be included in the report.
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RECOMMENDATION 16

Convene an internal audit working group including stakeholders such as state CAEs and professional
auditing organizations to determine the appropriate level of centralization for internal audit functions in
Oregon.

Target date to complete
. . . . L Name and phone number of
Agree or Disagree with implementation activities . -
. r specific point of contact for
Recommendation (Generally expected within 6 . .
implementation
months)
Neither Agree nor Disagree TBD DAS CAE — Lisa Upshaw
503-378-3076

Narrative for Recommendation 16
Working with DAS management, the Council and other applicable bodies, a review of this recommendation will be
done after work is complete on the preceding 15 recommendations.

Please contact Lisa Upshaw, DAS CAE, at 503-378-3076 with any questions.
Sincerely,

Katy Coba
Chief Operating Officer | DAS Director



Audit Team

Will Garber, CGFM, MPA, Deputy Director
Jamie Ralls, CFE, ACDA, Audit Manager
Rebecca Brinkley, MPA, CFE, Lead Auditor
Eli Ritchie, MPA, Staff Auditor

Krystine McCants, M. Econ, Staff Auditor

About the Secretary of State Audits Division

The Oregon Constitution provides that the Secretary of State shall be, by virtue of his office, Auditor of Public
Accounts. The Audits Division performs this duty. The division reports to the elected Secretary of State and is
independent of other agencies within the Executive, Legislative, and Judicial branches of Oregon government.
The division has constitutional authority to audit all state officers, agencies, boards and commissions as well as
administer municipal audit law.

This report is intended to promote the best possible management of public resources.
Copies may be obtained from:

Oregon Audits Division
255 Capitol St NE, Suite 500 | Salem | OR | 97310

(503) 986-2255
sos.oregon.gov/audits




PROPOSED SUPERVISORY SPAN OF CONTROL REPORT

In accordance with the requirements of ORS 291.227, Oregon Department of Agriculture presents this report to the Joint Ways

and Means Committee regarding the agency’s Proposed Maximum Supervisory Ratio for the 2019-2021 biennium.

Supervisory Ratio for the last quarter of 2017-2019 biennium

The agency actual supervisory ratio as of 12/1/17 is1:9.43
(Date) (Enter ratio from last Published DAS CHRO Supervisory Ratio )

The Agency actual supervisory ratio is calculated using the following calculation;

50 = 46 + 5 -{ 1 )
(Total supervisors) (Employee in a supervisory role) (Vacancies that if filled would (Agency head)
perform a supervisory role)

439 = 332 + 107
(Total non-supervisors) (Employee in a non-supervisory role) (Vacancies that if filled would perform a non- supervisory role)

The agency has a current actual supervisory ratio of-
1: 8.78 N 439 / 50

(Actual span of control) (Total non - Supervisors} (Total Supervisors)

When determining an agency maximum supervisory ratio all agencies shall begin of a baseline supervisory ratio of 1:11, and

based upon some or all of the following factors may adjust the ratio up or down to fit the needs of the agency.

$emmmmmmmmmn Narrow Span Wide Span =s————)
High RISK TO PUBLIC/EMPLOYEE SAFETY Low
Dispersed GEOGRAPHIC LOCATION(s) OF SUBORDINATES Assermibled
Complex COMPLEXITY OF DUTIES/MISSION Not complex
Low BEST PRACTICES/INDUSTRY STANDARDS High
Small Large
AGENCY SIZE/HOURS OF OPERATION
Many Few
NON AGENCY STAFF/TEMPORARY EMPLOYEES
High Low
FINANCIAL RESPONSIBILITY
=== More Supervisors Fewer Supervisors m——)




Ratio Adjustment Factors
Is safety of the public or of State employees a factor to be considered in determining the agency maximum supervisory ratio?

YES

Explain how and why this factor impacts the agency maximum supervisory ratio upwards or downward from 1:11-

The agency has a mission to ensure healthy natural resources, environment and economy for Oregonians now and
in the future through inspection and certification, regulation, and promotion of agriculture and food.

As part of our mission we manage programs in four policy areas that include approximately 38 different programs.
The policy areas are complex and require expertise in each of the programs to successfully manage the day to day
complexities.

The agency’s program managers are “working managers.” As an example, our Food Safety managers each have a
field of expertise that is necessary to assist our regulated customers as well as our staff in making decisions that
impact the safety of our food supply. Expertise in the dairy program, meat inspection, retail food, processing,
shellfish and seafood exists with our managers. The managers not only act in supervisory role for our inspection
staff but also manage their field of expertise for our agency and customers. The State Veterinarian has a relatively
small staff of field veterinarians and lab staff but is responsible for statewide regulated animal disease control.
This requires a narrower span of control in order to keep the expertise in our agency and our state and to provide
training and consistent program implementation to our field staff as they do their work.

Is geographical location of the agency’s employees a factor to be considered in determining the agency maximum supervisory
ratio? YES

Explain how and why this factor impacts the agency maximum supervisory ratio upwards or downward from 1:11-

The agency has statewide responsibilities and has staff located all across the state. ODA operates offices in
Portland, Salem, Central and Eastern Oregon. Additionally, many field staff work directly from their homes,
resulting in ODA managers that supervise staff widely dispersed across broad areas of Oregon. ODA also has a
diverse set of programs across the state, from Food Safety to Marketing to Brand Inspectors. Many of our
managers are responsible for multiple programs and have statewide responsibilities. The statewide responsibility
of our agency drives the ratio downward as staff supervision is not concentrated in one office or location.




Is the complexity of the agency’s duties a factor to be considered in determining the agency maximum supervisory ratio? YES

Explain how and why this factor impacts the agency maximum supervisory ratio upwards or downward from 1:11-

The agency is responsible for a diverse set of programs and has primary responsibilities in 38 different programs,
all unique in their complexity and are set in Oregon Revised Statutes in more than 35 chapters. The programs
range from Food Safety to Water Quality, to Hemp to Marketing and oversight of the state’s Commodity
Commissions.

The expertise and management of these programs is a factor in determining our supervisory ratio. Unlike other
agencies who may be more narrowly focused in their mission, the ODA and the diversity of Oregon Agriculture
creates challenges and expectations that at times can be highly complex. Workloads are increasing due to the
variety of our work, the businesses who rely on ODA for prompt service, and new work which has come to us (i.e.
cannabis regulation).

In order to meet the states’ span of control objectives, the ODA tried to re-allocate some supervisory positions to
lead positions and some supervisory positions were eliminated. In doing so, we created places in our agency
where direct supervision was lacking or managers were providing supervision and technical leadership to areas
that they were unfamiliar with or lacked the technical knowledge to help staff navigate the complexity of the
work.

Are there industry best practices and standards that should be a factor when determining the agency maximum supervisory
ratio? Not Applicable

Explain how and why this factor impacts the agency maximum supervisory ratio upwards or downward from 1:11-

N/A




Is size and hours of operation of the agency a factor to be considered in determining the agency maximum supervisory ratio?
YES

Explain how and why this factor impacts the agency maximum supervisory ratio upwards or downward from 1:11-

The ODA is considered a mid-size state agency and operates offices in Salem, Portland and has offices in Eastern
and Central Oregon. Like the agriculture industry some of ODA’s work is not limited to regular hours of 8-5
Monday through Friday. Our inspection work can demand services on the weekend or after hours to
accommodate the needs of our agricultural customers. During the harvest or shipping seasons this work can be
very time sensitive and demanding. To meet this demand, and maintain staffing that is adequate to meet the
needs of our customers, managers will take on inspection roles to keep product moving and work is often after
hours or on the weekend. This is especially true in our Shipping Point and Certification programs, and our Nursery
and Christmas Tree programs.

Are there unique personnel needs of the agency, including the agency’s use of volunteers or seasonal or temporary employees,
or exercise of supervisory authority by agency supervisory employees over personnel who are not agency employees a factor
to be considered in determining the agency maximum supervisory ratio? YES

Explain how and why this factor impacts the agency maximum supervisory ratio upwards or downward from 1:11-

ODA hires a significant seasonal workforce throughout the year. Some seasonal staff may only be needed for a few
weeks a year, others are brought on for several months. In addition, we use inmate labor in our Shipping Point
Inspection program. Utilizing seasonal positions helps the agency control costs by only working employees when
needed to meet workload and customer needs. There is a significant management workload associated with hiring
seasonal staff, training, providing orientation and scheduling. Managing a seasonal workforce, while also
implementing program responsibilities requires more managers and include responsibilities that extend beyond a
Monday through Friday full-time workforce.




Is the financial scope and responsibility of the agency a factor to be considered in determining the agency maximum
supervisory ratio? YES

Explain how and why this factor impacts the agency maximum supervisory ratio upwards or downward from 1:11-

ODA is tasked with managing programs from a variety of funding sources. A majority of the agency’s fiscal resources
come from Other Funds through license fees and fee for service programs. The agency is one of the larger licensing
agencies and annually processes 40,000 plus licenses. In addition, the agency receives Lottery Funds, General Fund
and Federal Funds. The Federal Funds are primarily derived from Grant and Project work and are complex in their
financial reporting requirements including program audits.

Based upon the described factors above the agency proposes a:

Maximum Supervisory Ratio of 1: 8

Unions Requiring Notification: SEIU

Date unions notified: January 24%, 2019

Submitted by: Lauren Henderson, Assistant Director Date: January 24th, 2019
Signature Line Qaw/ //M JQ/‘\'/'“ Date //3 ¢/20/7
Signature Line Date

Signature Line Date

Signature Line Date




Agency: 60300 Oregon Dept. of Agriculture

If continuing Purpose:
project - Has it L=Lifecycle
Project been Replaceme
Phase: rebaselined for nt;
I=Initiation, either cost, U=Upgrade
P=Planning, scope or existing  What Program or
Project All biennia E=Execution schedule? Y/N - system; N= line of business
Estimated Estimated costto Estimated 19- total project Base or , C=Close- If Y, how many New does the project
Project Name Project Description Start Date End Date date 21 Costs cost POP out times? system support?
MyLicense - New License This solution would allow licensing customers to apply 17119 1/1/21 0 365,300 487,000 E N U All Programs
Applications and and pay for new license applications online thru
Payments MyLicense.oda.state.or.us. This development effort is
comprised of two parts, a website component which
enhances Mylicense.oda.state.or.us and an internal
component which enhances the capability of the
License Search Module and the Accounting Module.
Pesticide Recertification ~ Pesticide Recertification database needs to be rebuilt 1/19/18 1/1/21 0 $283,550 $378,000 E N N Natural Resource
Database Modernization  from scratch. Program

Main Project Goal:

Pesticides Recertification database needs to link the
aerial credits entered into qualifying pesticide
recertification courses (Recertification ¢ Course
Administration) to:

1) The credit requirements needed to make licensed
aerial, commercial, and public pesticide applicators
“Eligible to Renew” (did an applicator meet
recertification credit requirements mandated by Oregon
law?); and

2) The credit history reports for all licensed aerial,
commercial, and public pesticide applicators available
on our website
(http://oda.state.or.us/dbs/pest_stat/search.lasso).



UPDATED OTHER FUNDS ENDING BALANCES FOR THE 2017-19 & 2019-21 BIENNIA

Agency: 60300 Oregon Dept. of Agriculture
Contact Person (Name & Phone #): Lauren Henderson 986-4588

(@) (b) (c) (d) (e) ® (C)] (h) 0] @)
Comments
(1) All agency Other Funded programs manage
expenditures to available cash. 2019-21 assumption
of all limitation being spent is driving negative
ending balances.
(2) Operating reserve based upon 3 months of
expenditures. 17-19 Operating reserve estimated by
multiplying 17-19 estimated biennial expenditures by
12% (3/25= 12%); 25 months expenditures used for
calculating biennial average.
(3) Column (f) Ending Balances reflect 17-19 Leg
Approved Budget thru September E-Board.
(4) 1719 Revenues/expenditures adjusted to reflect
actuals more closely.
(5) 19-21 Ending Balance calculation in column (i)
based upon expenditures in GB.
(7) Many of the department's fees are received
annually. Please refer to color coded legend.
Admin and Support
Services 010-01-00- 0485/ Agriculture Interest 2019-21 Governor's Budget Pkg 110, 140, and Pkg
Limited 00000 Eaming Operations ORS 561.144 1,409,165 1,988,600 1,709,878 1,671,247|[461 contain Other Funds expenditures.
0485/ Agriculture Interest Other Funds beginning balance adjustments have been
Limited Cannabis Earning Operations ORS 561.144 2,226 2,763 11,134 25,940([made by the Agency during the GB budget phase.
Farm Mediation 010-07- 10401/ Agriculture Non- ORS 36.252, 36.254,
Limited 00-00000 Interest Earing Operations 36.268, 36.280 (325,411) 1 (367,923) (367,923)[|See comment (1).
ORS 561.144,
Food Safety 030-01-10-10485/ Agriculture Interest 603,616,619,621,625, 2019-21 Governor's Budget includes Other Funds
Limited 00000 Eaming Operations 628,632,635 4,782,939 6,002,684 3,544,184 3,942,124 |revenue packages 230 & 280.
0485/ Agriculture Interest
Earning, 0401/ Program expenditures dependent upon environmental
Shellfish 030-01-20- Agriculture Non-Interest factors (i.e., meeting FDA regulations and shellfish
Limited 00000 Earning Operations ORS 622.090 48,357 297,335 128,055 121,000||closures).
Weights and Measures 10485/ Agriculture Interest 2019-21 Governor's Budget includes Other Funds
Limited 030-02-10-00000 Eaming Operations ORS 561.144,618.136 2,252,849 3,112,224 1,290,341 2,608,833 revenue packages 270 & 290.
Other Funds beginning balances and revenue
Motor Fuel Quality 030- 10485/ Agriculture Interest adjustments have been made by the Agency during the
Limited 02-20-00000 Eaming Operations ORS 646.959, 646.961 (21,707) 357,635 111,316 249,443||GB budget phase.
See comment (1). 2019-21 Governor's Budget includes
expenditures in Pkg 260. Other Funds limitation
Laboratory Services 0401/ Agriculture Non- included in budget in the event that programs have
Limited 030-02-30-00000 Interest Earning Operations ORS 561.240, 561.144 (2,000,588) 305,355 (1,617,749): (1,931,418)|lurgent sampling needs.
0485/ Agriculture Interest
Eaming, 0401/ ORS 561.144, 596.030,
Animal Health 030-01- !Agriculture Non-Interest 596.311, 601.040, Other Funds beginning balance adjustments have been
Limited 30-00000 Eaming Operations 609.335 771,608 814,462 821,390 753,667]/made by the Agency during the GB budget phase.
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(@) (b) (c) (d) (e) ® (9 (h) 0 @)
Comments
(1) All agency Other Funded programs manage
expenditures to available cash. 2019-21 assumption
of all limitation being spent is driving negative
ending balances.
(2) Operating reserve based upon 3 months of
expenditures. 17-19 Operating reserve estimated by
multiplying 17-19 estimated biennial expenditures by
12% (3/25= 12%); 25 months expenditures used for
calculating biennial average.
(3) Column (f) Ending Balances reflect 17-19 Leg
Approved Budget thru September E-Board.
(4) 17-19 Revenues/expenditures adjusted to reflect
actuals more closely.
(5) 19-21 Ending Balance calculation in column (i)
based upon expenditures in GB.
(7) Many of the department's fees are received
annually. Please refer to color coded legend.
Livestock 030-01-50- 0485/ Agriculture Interest
Limited 00000 Eaming Operations ORS 561.144, 604.066 1,402,900 1,185,891 1,146,521 1,365,638
Estimates revised to reflect case enforcement costs for
Feeds 030-01-40- 0485/ Agriculture Interest one specific case, specifically AG related expenditures.
Limited 00000 Earning Operations ORS 561.144, 633.089 404,351 155,330 (2,417) 60,683|[Anticipated as one-time costs.
Soil and Water Cons
Districts 040-01-10- 0401/ Agriculture Non-
Limited 00000 Interest Eamning Operations ORS 561.401 (22,604) (23,235) (21,922) (22,776)
0485/ Agriculture Interest
Ag Water Quality Eaming, 0401/
(SB1010) 040-01-20-  !Agriculture Non-Interest
Limited 00000 Earning Operations ORS 558.140 (293,141) 11,787 (328,304) (316,949)[|See comment (1).
0485/ Agriculture Interest
Confined Animal Earning, 0401/
Feeding Op. 040-01-30-} Agriculture Non-Interest ORS 561.144, See comment (1). 2019-21 Governor's Budget includes
Limited 00000 Earning Operations 468B.215, 468B.230 (167,103) 68,023 (319,176) 55,457|Other Funds revenue package 340.
0485/ Agriculture Interest
Eaming, 0401/
Agriculture Non-Interest
Limited Eaming Operations ORS 468A.615 (241,296) 429,095 (178,791) (160,557)||See comment (1).
0485/ Agriculture Interest
Eaming, 0401/
Natural Resources 040- | Agriculture Non-Interest ORS 561.144, 561.401
Limited 01-50-00000 Eaming Operations 622.300 (396,434) (234,419) (403,886) (404,035)[[See comment (1).
0485/ Agriculture Interest
Earning, 0401/
Christmas Tree 040-02- {Agriculture Non-Interest
Limited 10-00000 Eaming Operations ORS 561.144, 571.580 (178,826) 190,137 (125,058) (168,567)|[See comment (1).
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(@)

(b)

Weed Control 040-02-

(c)

0401/ Agriculture Non-

(d)

()

U]

(9)

(h)

(i)

)

Comments

(1) All agency Other Funded programs manage
expenditures to available cash. 2019-21 assumption
of all limitation being spent is driving negative
ending balances.

(2) Operating reserve based upon 3 months of
expenditures. 17-19 Operating reserve estimated by
multiplying 17-19 estimated biennial expenditures by
12% (3/25= 12%); 25 months expenditures used for
calculating biennial average.

(3) Column (f) Ending Balances reflect 17-19 Leg
Approved Budget thru September E-Board.

(4) 17-19 Revenues/expenditures adjusted to reflect
actuals more closely.

(5) 19-21 Ending Balance calculation in column (i)
based upon expenditures in GB.

(7) Many of the department's fees are received
annually. Please refer to color coded legend.

Limited 20-00000 Interest Eaming Operations ORS 561.240 (226,341) (19,811) (245,116) (255,707)||See comment (1).
Nursery Section 040-02-{0485/ Agriculture Interest 2019-21 Governor's Budget includes expenditures in
Limited 30-00000 Eaming Operations ORS 561.144, 571.230 703,131 2,391,408 3,064,775 2,370,293|[Pkg 395.
Nursery Research 040- {0485/ Agriculture Interest
Limited 02-40-00000 Earning Operations ORS 571.059 52,313 484,247 155,820 464,607||Dependent upon research grant requests.
0485/ Agriculture Interest
Insect Pest Prevention !Earning, 0401/
& Mgmt 040-02-50- Agriculture Non-Interest
Limited 00000 Eaming Operations ORS 561.144, 632.940 (125,733) (138,280) (108,987) (159,121)||See comment (1).
0485/ Agriculture Interest
Invasive Species Earming, 0401/ Council will not spend limitation unless revenue is
Council 040-02-60- Agriculture Non-Interest brought in to cover expenditures. Revenue generated
Limited 00000 Eaming Operations ORS 571.370 (76,596) (80,166) (199,022) (264,454 )|[from grants and donations, project specific work.
Plant Conservation
Biology 040-02-70- 0401/ Agriculture Non-
Limited 00000 Interest Earning Operations ORS 564.105 (329,087) (213,284) (388,786) (92,883)||Program relies on Federal and Other Funds grants.
Includes Pesticide Stewardship Monitoring Partnership
Program, Minor Crops Research, and 211 Hotline. 2019-
21 Governor's Budget includes expenditures in Pkg 370
and 461. Other Funds beginning balance and revenue
Pesticides 040-01-60- 10485/ Agriculture Interest adjustments have been made by the Agency during the
Limited 00000 Eaming Operations ORS 561.144, 634.326 5,268,501 6,752,763 6,357,558 7,189,599||GB budget phase.
Fertilizers 040-01-70- 0485/ Agriculture Interest
Limited 00000 Eaming Operations ORS 561.144, 633.089 1,623,723 2,316,981 1,703,541 2,512,919||See comment (1).
Pesticide Analytical Program supported by Pesticide Product Registration
Resp Ctr 040-01-90- 0485/ Agriculture Interest Fees. Expenditures use the cash balance included in
Limited 00000 Eaming Operations ORS 561.144, 634.326 (778,145)i (1,372,112) (1,425,087)i  (1,383,730)|[the Pesticide Program.
Apiary 040-02-80- 0485/ Agriculture Interest Program costs consist of Special Payments to Oregon
Limited 00000 Earning Operations ORS 602.180 75,458 8,461 36,195 89,419|[State University (OSU) related to pollinator health.
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(@) (b) (c) (d) (e) ® (9 (h) 0 @)
Comments
(1) All agency Other Funded programs manage
expenditures to available cash. 2019-21 assumption
of all limitation being spent is driving negative
ending balances.
(2) Operating reserve based upon 3 months of
expenditures. 17-19 Operating reserve estimated by
multiplying 17-19 estimated biennial expenditures by
12% (3/25= 12%); 25 months expenditures used for
calculating biennial average.
(3) Column (f) Ending Balances reflect 17-19 Leg
Approved Budget thru September E-Board.
(4) 17-19 Revenues/expenditures adjusted to reflect
actuals more closely.
(5) 19-21 Ending Balance calculation in column (i)
based upon expenditures in GB.
(7) Many of the department's fees are received
annually. Please refer to color coded legend.
1823/ The Industrial
Hemp Fund- Interest
Limited Hemp 040-02-90-00000  Earning Operations ORS 571.305 0 0 (156,949) 2,879,298||New DCR for 19-21 Biennium
0485/ Agriculture Interest 2019-21 Governor's Budget includes expenditures in
Limited Eaming Operations ORS 561.144, 632.940 2,128,541 3,631,884 1,356,325 1,800,278||Pkg 440.
0485/ Agriculture Interest
Eaming, 0401/ ORS 561.144, 633.680,
Agriculture Non-Interest 633.700, 633.720,
Limited Seed 050-01-20-00000 :Earning Operations 633.750 444,463 494,302 566,186 351,279
2017-19 included Hemp program. 2019-21 ending
Hops/Hay/Grain 050-01-{0485/ Agriculture Interest ORS 561.144, 586.270, balance does not include Hemp, which has a distinct
Limited 30-00000 Eaming Operations 586.710, 632.940 363,758 2,332,216 763,767 908,559||DCR beginning in 2019-21 biennium.
Produce 050-01-40- 0485/ Agriculture Interest
Limited 00000 Eaming Operations ORS 561.144 64,972 65,693 66,362 67,825
Plant Health 050-01-50-{0485/ Agriculture Interest ORS 561.144, 561.240,
Limited 00000 Eaming Operations 633.620, 633.750 2,122,786 2,520,586 2,077,931 2,362,370
2019-21 Governor's Budget includes Other Funds
Certifications 050-01-60-10485/ Agriculture Interest revenue package 450. Certifications program reliant
Limited 00000 Eaming Operations ORS 561.144, 632.940. (273,469) (317,751) (660,563) (399,077)|[upon Shipping Point Program.
Ag Development 050- 10401/ Agriculture Non-
Limited 01-70-00000 Interest Eamning Operations ORS 576 (97,307) 40,294 (287,731) (254,900)[|See comment (1).
Program operates on a cost recovery basis.
Commodity Commission Assessments are collected in November for the prior
Oversight 050-01-80- 0401/ Agriculture Non- ORS 561.144, 576.304, year. Timing of assessments will offset any negative
Limited 00000 Interest Earming Operations 576.325 (268,541) (101,132) (262,326) (452,041)||projection.
18,099,712| 33,459,967 17,811,486| 25,216,340
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(@) (b) (c) (d) () U] (9) (h) (i) )

Comments

(1) All agency Other Funded programs manage
expenditures to available cash. 2019-21 assumption
of all limitation being spent is driving negative
ending balances.

(2) Operating reserve based upon 3 months of
expenditures. 17-19 Operating reserve estimated by
multiplying 17-19 estimated biennial expenditures by
12% (3/25= 12%); 25 months expenditures used for
calculating biennial average.

(3) Column (f) Ending Balances reflect 17-19 Leg
Approved Budget thru September E-Board.

(4) 17-19 Revenues/expenditures adjusted to reflect
actuals more closely.

(5) 19-21 Ending Balance calculation in column (i)
based upon expenditures in GB.

(7) Many of the department's fees are received
annually. Please refer to color coded legend.

Majority of fees
collected Mid-May
through June 30

Maijority of fees
collected Mid-November
through December 30

Registration fees
received in May,
Burning fees
summer/fall

Majority of fees
collected November,
December and during
the summer months
Majority of revenue
collected during fall

Objective: Provide updated Other Funds ending balance information for potential use in the development of the 2019-21 legislatively adopted budget.
Instructions:
Column (a): Select one of the following: Limited, Nonlimited, Capital Improvement, Capital Construction, Debt Service, or Debt Service Nonlimited.
Column (b): Select the appropriate Summary Cross Reference number and name from those included in the 2017-19 Legislatively Approved Budget. If this changed from previous structures, please note the change in Comments (Column (j)).
Column (c): Select the appropriate, statutorily established Treasury Fund name and account number where fund balance resides. If the official fund or account name is different than the commonly used reference, please include the
working title of the fund or account in Column (j).
Column (d): Select one of the following: Operations, Trust Fund, Grant Fund, Investment Pool, Loan Program, or Other. If "Other", please specify. If "Operations", in Comments (Column (j)), specify the number of months the reserve covers, the
methodology used to determine the reserve amount, and the minimum need for cash flow purposes.
Column (e): List the Constitutional, Federal, or Statutory references that establishes or limits the use of the funds.
Columns (f) and (h): Use the appropriate, audited amount from the 2017-19 Legislatively Approved Budget and the 2019-21 Current Service Level at the Agency Request Budget level.
Columns (g) and (i): Provide updated ending balances based on revised expenditure patterns or revenue trends. Do not include adjustments for reduction options that have been submitted unless the options have already been implemented as part of the
2017-19 General Fund approved budget or otherwise incorporated in the 2017-19 LAB. The revised column (i) can be used for the balances included in the Governor's budget if available at the time of submittal. Provide a description of
revisions in Comments (Column (j)).

60300 Dept of Ag OF Ending Balance Form Nov 2018_Final.xlsx 1/31/19 8:49 AM



(@) (b) (c) (d) () U] (9) (h) (i) 1)

Comments

(1) All agency Other Funded programs manage
expenditures to available cash. 2019-21 assumption
of all limitation being spent is driving negative
ending balances.

(2) Operating reserve based upon 3 months of
expenditures. 17-19 Operating reserve estimated by
multiplying 17-19 estimated biennial expenditures by
12% (3/25= 12%); 25 months expenditures used for
calculating biennial average.

(3) Column (f) Ending Balances reflect 17-19 Leg
Approved Budget thru September E-Board.

(4) 17-19 Revenues/expenditures adjusted to reflect
actuals more closely.

(5) 19-21 Ending Balance calculation in column (i)
based upon expenditures in GB.

(7) Many of the department's fees are received
annually. Please refer to color coded legend.

Column (j): Please note any reasons for significant changes in balances previously reported during the 2017 session.

Additional Materials: If the revised ending balances (Columns (g) or (i) reflect a variance greater than 5% or $50,000 from the amounts included in the LAB (Columns (f) or (h)), attach supporting memo or spreadsheet to detail the revised forecast.
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