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Actions Needed to Ensure Funds Are 
Used for Client  Purposes,  
Expenditures Are Controlled,  and 
Assets  Are Protected 

Summary

PURPOSE 
The Oregon Commission for the Blind 
(commission) provides important services to 
blind and visually impaired Oregonians that 
enable them to live and work independently. 

In March 2007, the Audits Division received 
allegations that the commission had 
mismanaged operations and misused funds 
intended for clients. Our initial review of these 
matters substantiated several of the allegations 
and disclosed problems similar to those reported 
in previous audits of the commission. As a 
result, we expanded the scope of our audit to 
determine whether the commission had ensured 
resources were used for client purposes, 
expenditures were controlled and assets were 
adequately protected. 

RESULTS IN BRIEF 
We found instances in which the commission 
did not use funds for client purposes. 
Specifically, the commission used 
approximately $61,000 of public funds for 
purposes that did not always benefit clients and, 
in some cases, were not allowed by federal 
regulations. Furthermore, the commission made 
some business decisions with little regard for 
established purchasing and planning processes 
and did not always ensure client purchases were 
necessary and reasonable. As a result, we 
question whether $1.4 million of additional 
public funds were used prudently. Finally, we 
found that due to internal control weaknesses, 
state assets were not always adequately 
protected. 

These findings demonstrate that the commission 
should improve its policies and procedures to 
better protect its assets and ensure that the funds 
it expends are used to the best advantage of its 
clients. 

RECOMMENDATIONS 
We recommend commission management: 

•	 Ensure funds are used for client purposes 
and are clearly tied to business needs.  

•	 Comply with federal regulations, restrict 
services to allowed purposes only and work 
with the federal agency that provided 
funding to resolve and return disallowed 
costs. 

•	 Implement procedures to ensure the 
commission obtains competitive pricing and 
protects the state’s interests through the use 
of written contracts when appropriate.  

•	 Comply with state laws and administrative 
rules to help ensure business ventures are 
adequately planned before providing 
funding. 

•	 Develop and implement policies and 
procedures to guide staff who make client 
purchases, restrict purchases to those 
necessary and reasonable for client purposes 
and ensure all purchases are appropriately 
reviewed and approved. 

•	 Obtain and review adequate documentation 
in accordance with the commission’s 
administrative rules prior to authorizing 
payment for goods and services.  

•	 Document vending machine information, 
including the percentage to be paid to the 
commission, to ensure all vending revenue 
is collected. 

•	 Conduct inventory counts according to the 
commission’s rules for the Business 
Enterprise Program and invoice clients 
timely.  

•	 Recover the $766 of unsubstantiated 
expenses from the employee if the employee 
cannot provide adequate support. 
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•	 Ensure assets susceptible to theft are adequately controlled 
as required by state policy. 

•	 Ensure travel advances are reconciled timely and 
substantiated with original and complete receipts.  

•	 Ensure all funds received are deposited in the 
commission’s cash accounts and are properly 
recorded. 

AGENCY’S RESPONSE 
Management of the Oregon Commission for the Blind 
agrees with some of the recommendations and disagrees 
with others.  The full text of the commission’s response is 
attached to this report, beginning on page 8. 
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Background 
The Oregon Commission for the 

Blind (commission) establishes and 
administers programs for persons 
who are blind or visually impaired. 
The commission’s mission is to 
assist blind Oregonians in making 
informed choices and decisions to 
achieve full inclusion and 
integration in society through 
employment, independent living, 
and social self-sufficiency.  

Client services the commission 
provides include training in 
independent living and vocations, 
and acquiring and using adaptive 
technology. Vocational training, 
the commission’s largest program 
area, provides clients with 
vocational rehabilitation counseling 
and planning, training and 
education, and job placement 
assistance. Typically, commission 
counselors and their clients develop 
an individualized plan for the client 
to reach a career goal. 
Expenditures of vocational 
rehabilitation funds must be tied to 
this plan.  

The commission’s Business 
Enterprise Program is another 
critical vocational program that 
helps establish clients in food 
service and vending businesses.  

The commission operated with 50 
staff positions and a biennial 
budget of $15.3 million for 2007
2009, which was a combination of 
federal, general and other funds. In 
addition, in 2005, a non-profit 
foundation was established to assist 
the commission in its mission. 
Foundation assets totaled about 
$24,000 at the end of calendar year 
2007.  

The commission has been the 
subject of previous audits and 
reviews. In March 1995, the Audits 
Division reported the commission 
and Blind Enterprises of Oregon, 
Inc. failed to properly manage 
$1.75 million of public money and 

assets.1 In addition, in December 
2000, the Oregon Joint Legislative 
Audit Committee reported a lack of 
fiscal oversight by the commission 
and commission expenditures that 
were inconsistent with good 
government practices. Furthermore, 
in October 2001, the Audits 
Division noted a lack of controls 
over personal service contracts and 
invoice payments.  

In March 2007, the Audits 
Division received allegations that 
the commission had mismanaged 
operations and misused funds 
intended for clients. Our initial 
review of these matters 
substantiated several of the 
allegations. We also identified 
problems similar to those reported 
in the previous audits. As a result, 
we expanded the scope of our audit 
to determine whether the 
commission had ensured resources 
were used for client purposes, 
expenditures were controlled and 
state assets were adequately 
protected. 

Audit Results 
We found instances in which the 

commission did not use funds for 
client purposes. Specifically, the 
commission used approximately 
$61,000 of public funds for 
purposes that did not always 
benefit clients and, in some cases, 
were not allowed by federal 
regulations. Furthermore, the 
commission made some business 
decisions with little regard for 
established purchasing and 
planning processes and did not 
always ensure client purchases 
were necessary and reasonable.  As 
a result, we question whether 
$1.4 million of additional public 
funds were used prudently. Finally, 
we found that assets were not  
always adequately protected. 

1 Blind Enterprises of Oregon, Inc. is a 
private nonprofit corporation the 
commission helped establish in 1988. 

Public Funds Were Used 
for Purposes That Did Not 

Benefit Clients 
As described previously, the 

commission’s mission is to help 
blind Oregonians achieve full 
inclusion and integration in society 
through independent living and 
employment. All commission 
efforts and expenditures should 
lead to fulfilling this mission. 
However, we found the 
commission sometimes deviated 
from its mission and used public 
funds for the benefit of employees 
and non-clients, thereby reducing 
funding available for client 
services. Specific examples totaling 
approximately $43,000 are 
described below.  

y	 The commission spent 
approximately $12,000 for a 
7-day camping and biking trip 
to the San Juan Islands in 
September 2006.2 Of the 21 
participants, only two were 
current clients. The others were 
employees, former clients, and 
volunteers. Trip expenses 
included salary costs for four 
employees, bicycle rentals, 
camping fees, food and 
supplies, and transportation 
costs. According to commission 
management, the purpose for 
the trip was to address client 
needs; however, we question 
this since only two clients 
participated and their case files 
did not include any discussion 
of how the trip met their 
individual program goals.  

y	 In 2005, the commission spent 
$19,000 for employees and 
non-clients to attend training 
and participate in a healthy 
lifestyle pilot program the 
commission sponsored. The 
program focused on reducing 
coronary risk factors through a 
low-fat diet and exercise. The 
costs included approximately 
$10,000 for six individuals to 

2 Of the $12,000 in public funds $2,500 was 
participant contributions and $1,500 was 
donations. 
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attend training in Chicago in 
October 2005 and over $9,000 
more for the same six 
individuals, 18 additional 
employees and three of their 
spouses to participate in an 8
week pilot program at the 
commission’s office in 
Portland. Costs included 
employee salaries, groceries, 
and program materials. These 
costs appear excessive and had 
no direct benefit for clients.  

y	 The commission has established 
a pattern of providing 
unnecessary meals and 
refreshments to employees. For 
example, we reviewed 20 food 
purchases totaling $1,500, none 
of which had a documented 
business purpose. In addition, 
the commission spent $5,100 
for meals during training and an 
awards dinner in December 
2006 at the Hotel Vintage Plaza 
in Portland. It spent an 
additional $3,100 to give 
employees and other attendees 
$50 gift cards during the awards 
dinner. The Joint Legislative 
Audit Committee criticized 
similar expenditures in its 
December 2000 report, 
concluding that the 
expenditures appeared 
inconsistent with good 
government practices.  

y	 The commission spent 
approximately $1,300 for home 
internet services for six 
employees who had no 
documented purpose for their 
telework. 

y	 The commission used $600 in 
vocational rehabilitation funds 
for a gas barbeque that was not 
purchased to rehabilitate any 
particular client. Instead 
commission management said 
the barbeque would be used for 
cooking classes and 
commission events. 

We recommend commission 
management: 

y	 Ensure funds are used for client 
purposes and are clearly tied to 
business needs. 

y	 Work with the federal agency 
that provided funding to resolve 
and return disallowed costs.  

Disregard for Rules 

Resulted in Unallowed 


Expenditures 

Management is responsible for 

ensuring grants are managed 
properly and dollars are spent 
appropriately. We found instances 
in which commission 
management’s oversight was 
ineffective in ensuring grant funds 
were spent according to applicable 
regulations. As described below, 
the commission spent 
approximately $18,000 for 
unallowed purposes. 

y	 The commission spent $6,700 
to purchase a private business 
for a Business Enterprise 
Program client. This is contrary 
to federal regulations, which 
specifically disallow the use of 
federal vocational rehabilitation 
funds to buy private businesses. 

y	 The commission spent 
approximately $11,000 on 19 
individuals who were not eligible 
for services.3 The commission 
paid for 17 of the individuals to 
participate in an 8-week healthy 
lifestyle class the commission 
provided. The other two, who 
received a variety of services, 
had visual impairments but they 
did not meet federal eligibility 
requirements. 

We recommend commission 
management comply with federal 
regulations, restrict services to 
allowed purposes only, and work 
with the federal agency that 
provided funding to resolve and 
return disallowed costs.  

3 Of the $11,000, we questioned 
approximately $2,100 in our Statewide 
Single Audit Report for the fiscal year 
ended June 30, 2007. See Secretary of 
State Audit Report 2008-03, Finding 07
28. 

Public Funds Were Not 
Always Used Prudently 

Management is responsible for 
using public resources wisely. 
Oregon has systems in place to help 
ensure state managers achieve this 
goal. In particular, the Oregon 
Department of Administrative 
Services has established statewide 
policies and procedures that 
promote efficient management and 
sound internal controls. As 
described below, we found 
commission management made 
some business decisions with little 
regard for established purchasing 
and planning procedures and did 
not always ensure client purchases 
were necessary and reasonable.  As 
a result, we question whether the 
commission spent $1.4 million of 
public funds for the best benefit of 
its clients.  

The Commission Rarely 
Used Competitive Processes 
and Written Contracts to 
Obtain Client Services 

Generally, state agencies must 
purchase from statewide price 
agreements. If an item or service is 
not available through a price 
agreement, agencies can use 
alternative purchasing methods. 
However, if the item or service 
exceeds $5,000 for a single 
purchase, agencies must generally 
use a competitive pricing process.  

Competitive pricing helps ensure 
optimal value for purchases. Also, 
it is important that state contracts 
be written documents that identify 
involved parties and their 
responsibilities, deliverables, 
agreements, and parameters. This 
helps ensure the state’s interests are 
protected. 

Often, the commission did not 
use a competitive process to 
procure goods and services. 
Therefore, it could not demonstrate 
that it made optimal purchasing 
choices. Further, the commission 
rarely used written contracts. Some 
specific examples of these two 
conditions are described below.  
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y	 The commission paid 14 
vendors approximately 
$1.3 million for client services 
over a 7-year span without 
obtaining competitive pricing 
(including services that should 
have been purchased from state 
price agreements) or using 
written contracts. Commission 
managers indicated they used a 
solicitation option that waives 
normal requirements in order to 
obtain goods and services 
quickly. Although we agree this 
solicitation option is available, 
the commission appeared to be 
using this option excessively. 
We found that the 
commission’s clients rarely had 
urgent needs that would prevent 
the commission from obtaining 
competitive prices for goods 
and services. 

y	 The commission paid more for 
some products to stock vending 
machines than it likely would 
have had it competitively priced 
these products. The commission 
commonly purchases the initial 
inventory to stock vending 
machines for new Business 
Enterprise Program clients. 
Our review disclosed that the 
commission paid one vendor 
50 percent more for products 
than other vendors charged for 
the same products.  

In response to our findings, 
management claimed staffing 
resources prohibited compliance 
with competitive procurement rules 
and verbal agreements were 
common for the vending industry. 
However, we believe competitive 
procurement processes and 
adequate contract administration 
are cost effective controls that 
should be implemented.  

We recommend commission 
management implement procedures 
to ensure competitive pricing is 
obtained and the state’s interests 
are protected through the use of 
written contracts when appropriate. 

The Commission Did Not 
Always Adequately Plan 
Business Ventures to 
Ensure Clients’ Success 

State laws and the commission’s 
own administrative rules govern 
establishing business ventures for 
eligible clients in self-sufficiency 
programs and the Business 
Enterprise Program. These 
requirements, which are designed 
to ensure business viability and 
client success, include a 
comprehensive client self 
assessment, a comprehensive 
business plan and an effort by the 
client to obtain financial support 
from other sources prior to the 
commission providing financial 
assistance. Further, for Business 
Enterprise Program clients, a 
survey is required to determine the 
suitability of locations for vending 
facilities. 

We found commission 
management did not always follow 
these requirements when 
establishing business ventures for 
its clients. As a result, the 
commission spent approximately 
$128,000 to set up four clients in 
businesses that failed in less than 
six months or were never started. 
The funds were spent for job 
training, business licenses, 
equipment and inventory. Although 
the success of business ventures 
cannot be guaranteed, had the 
commission followed its 
administrative rules prior to 
providing funding, more viable 
options might have been identified 
for these clients.  

We recommend commission 
management comply with state 
laws and administrative rules to 
help ensure business ventures are 
adequately planned before 
providing funding. 

Client Purchases Were Not 
Always “Necessary and 
Reasonable” 

Regulations governing the use of 
federal funds require purchases to 

be “necessary and reasonable.” 
According to the regulations, a 
purchase is reasonable if, in its 
nature and amount, it does not 
exceed that which would be 
incurred by a prudent person under 
the circumstances at the time. We 
found numerous examples in which 
the commission’s client purchases 
did not appear necessary or 
reasonable and often appeared 
excessive. A few of these examples 
are described below.  

y	 The commission spent $5,000 
on groceries, program materials 
and salary costs to provide 
healthy lifestyle classes 
internally to 15 clients. The cost 
was almost twice what the 
commission would have paid 
had it sent its clients to external 
classes. 

y	 The commission spent $800 on 
a laptop computer for a fully 
employed client who earned 
$70,000 annually. The purchase 
request was granted so the 
client could work at home. 
Commission personnel justified 
the purchase by noting that the 
client’s employer spent far 
more on computing equipment 
for the client.  

y	 The commission spent about 
$700 on football jerseys and 
other football-themed items as 
“marketing materials” for a 
client’s coffee cart.4 

y	 The commission purchased a 
leather jacket and two bottles of 
cologne for a client. 

y	 The commission purchased a 
gym membership for a client 
not based on any need 
identified by commission staff, 
but simply because the client 
wanted it.  

y	 The commission purchased 
boots for a client to volunteer at 
Habitat for Humanity when the 

4 Of the total, $260 was also questioned in 
the Statewide Single Audit Report for the 
Fiscal Year Ended June30, 2007. See 
Secretary of State Audit Report 2008-03, 
Finding 07-32. 
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client’s employment goal was 
to become a receptionist.  

We noted the commission had not 
developed policies and procedures 
that would guide staff who make 
purchasing decisions. In addition, 
purchases were not always 
appropriately reviewed and 
approved. These control 
weaknesses contributed to the 
number and type of questionable 
purchases we identified. 

We recommend commission 
management develop and 
implement policies and procedures 
to guide staff who make client 
purchases, restrict purchases to 
those necessary and reasonable for 
client purposes, and ensure all 
purchases are appropriately 
reviewed and approved. 

Assets Were Not Always 
Protected 

Management is responsible for 
establishing and maintaining 
internal controls to provide 
reasonable assurance that assets are 
protected. We found instances in 
which commission management 
had not implemented controls to 
adequately protect public funds in 
areas such as vendor charges, 
vending inventory, procurement 
cards, travel advances and 
contributions from the public.  

Inadequate Controls Put 
Resources at Risk and Led 
to a Loss of Revenue 

Prior to authorizing payment for 
goods and services, the commission 
is responsible for obtaining 
adequate documentation from 
vendors to ensure those goods and 
services have been received, 
deliverables are as specified, and 
prices are correct. In addition, the 
commission should document 
vending machines assigned to 
Business Enterprise Program 
clients and private vendors so that 
the commission can reasonably 
estimate how much revenue it 
should be receiving. Further, the 

commission is responsible for 
ensuring vending inventory counts 
are conducted so that Business 
Enterprise clients can be invoiced 
for start up costs accurately and 
timely. As illustrated below, the 
commission’s failure to fulfill these 
duties put resources at risk and led 
to a loss of revenue.  

y	 The commission lacked 
adequate documentation 
showing that approximately 
$9,400 in reader services and 
$400 in orientation and mobility 
services for one client were 
actually provided. Specifically, 
the commission did not verify 
dates services were provided 
and did not always have 
transcripts in the case file to 
substantiate the course load, as 
required by the commission’s 
own administrative rules.  

y	 The commission did not know 
how much vending revenue it 
should receive from Business 
Enterprise Program clients and 
private vendors because it did 
not maintain documentation of 
each vending location and 
machine that generated income 
for the commission. Business 
Enterprise Program clients are 
required to remit 11 percent of 
their net profits to the 
commission to be pooled with 
set aside funds for the benefit of 
participating clients (e.g., health 
insurance, retirement plans, 
equipment refurbishments, 
purchase of stock, etc.). Private 
vendors servicing vending 
routes for the commission are 
also required to remit a 
percentage of net profits. 
Without adequate 
documentation identifying the 
anticipated revenue, the 
commission cannot ensure it 
collects all the income it should 
from vending sources. 

y	 According to commission rules 
for the Business Enterprise 
Program, the commission 
provides initial inventory, 
supplies and change funds for 
each new vending route or site 

assigned to clients. New clients 
in the program are required to 
begin reimbursing the 
commission for the cost of 
inventory and change funds 
after six months in operation; 
clients transferred to a new 
route or site are required to 
begin reimbursing the 
commission immediately. 
However, the commission was 
unable to invoice some clients 
because it had not performed all 
inventory counts. As a result, 
the commission was unable to 
collect all reimbursements. 
Specifically, one client 
estimated she owed the 
commission $4,000 in inventory 
payments, but never received an 
invoice.  

We recommend commission 
management: 

y	 Obtain and review adequate 
documentation in accordance 
with the commission’s 
administrative rules prior to 
authorizing payment for goods 
and services. 

y	 Document vending machine 
information, including the 
percentage to be paid to the 
commission, to ensure all 
vending revenue is collected.  

y	 Conduct inventory counts 
according to the commission’s 
rules established for the 
Business Enterprise Program 
and invoice clients timely.  

The Commission Needs to 
Better Control Assets 
Susceptible to Theft 

Assets such as procurement cards 
and cash are more susceptible to 
theft and abuse than less liquid 
assets. Therefore, management’s 
controls should remove or reduce 
the opportunity for employees to 
steal or misuse these assets.  

We found the commission had 
not implemented adequate controls 
over procurement cards, travel 
advances and cash. The following 
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examples illustrate these control 
weaknesses.  

y	 Numerous purchases made with 
state procurement cards did not 
comply with state policy. For 
example, $3,300 of purchases 
were not approved by a 
supervisor and $1,800 of 
purchases did not have adequate 
supporting documentation. 

y	 The commission left one 
employee’s procurement card 
active for 18 months after the 
employee separated from state 
service. A $200 charge was 
subsequently placed on the 
card. The employee had 
apparently given the card 
number to a vendor, and when 
another employee placed an 
order with the vendor, the card 
was charged. Although the 
charge was for a legitimate 
purchase, the commission runs 
the risk that inappropriate 
charges could occur and remain 
undetected if cards are not 
immediately cancelled when an 
employee leaves state service. 

y	 The commission gave an 
employee a $1,500 travel 
advance, but did not reconcile it 
to related expenses until we 
requested receipts nine months 
later. One of the receipts was 
actually for a purchase that had 
already been paid for with the 
employee’s state procurement 
card. The employee reimbursed 
the commission for this amount 
after we brought it to the 
commission’s attention. Even 
so, after deducting this amount 
from the advance total, another 
$766 remained inadequately 
supported.  

y	 Approximately $2,500 of 
participant contributions for the 
San Juan trip described above 
were collected and controlled 
by a commission employee. 
These funds, which were used 
to defray the costs of the trip, 
were not deposited into the 
commission’s cash account for 
safekeeping, nor were they 
recorded in the accounting 

system as required by state 
statute. 

We recommend commission 
management recover the $766 of 
unsubstantiated expenses from the 
employee if the employee cannot 
provide adequate support for them.  

We also recommend commis
sion management establish proce
dures to ensure: 

y Assets susceptible to theft are 
adequately controlled as 
required by state policy.  

y Travel advances are reconciled 
timely and substantiated with 
original and complete receipts. 

y All funds received are deposited 
in the commission’s cash 
accounts and properly recorded. 

Conclusion 
The commission’s mission is to 

assist blind Oregonians in making 
informed choices and decisions so 
that they can achieve full inclusion 
and integration in society through 
employment, independent living 
and social self-sufficiency. By 
taking the actions we recommend, 
we believe the commission will 
better ensure that its assets are 
protected and used to the best 
advantage of its clients.  

Agency’s Response: 
The commission’s response is 

attached to this report, beginning 
on page 8. 

Objectives, Scope and 
Methodology 

We conducted this audit in 
response to allegations that the 
commission mismanaged 
operations and misused funds. 

The objectives of our audit were 
to determine whether the 
commission had ensured resources 
were used for client purposes, 
expenditures were controlled and 
assets were adequately protected.  

To accomplish our objectives, we 
reviewed statutes and 

administrative rules, as well as 
federal rules governing the 
commission. We interviewed 
commission management, current 
and former staff, current and 
former clients, vendors, and 
advocates for the visually impaired. 
We visited and toured the 
commission’s Portland office, as 
well as branch offices located in 
Salem and Eugene. We reviewed 
selected e-mail correspondence, 
commission policies and 
procedures, and commission 
minutes.  

Our audit included a review of 
expenditures from fiscal years 2005 
through 2007. For certain client 
service expenditures, we expanded 
the timeframe to include all 
available payment documentation 
to determine how long the 
commission had been paying 
vendors without competitive 
contracts in place. We designed and 
performed tests to determine 
whether expenses were reasonable 
and necessary and complied with 
applicable laws, rules, and policies. 
We also reviewed additional 
expenditures related to allegations 
that came to our attention and were 
outside the 2005-2007 time period. 

We performed this audit 
according to generally accepted 
government auditing standards. 
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