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FY 1006 Accounting of Drug Control Funds

Executive Summary

Background

Fhis presénts lor Congress the Fiseal Year 2006 Aceounting of Drug Control Funds, As part of
the 1998 law that resuthorized the Office of National Drug Control Policy (ONDCP), a provision
was added (Public Law 105-277, Octaber 21, 1998 [Div.C, Title V1], Section 703(d)), which
mundates that the Director of ONDCP shall. “(A) require the National Drug Control Program
agencies o submit to the Director not later than February 1 of each yenr a detailed accounting of
all funds expended by the agencies for National Drug Control Progrem activities during the
previous fiscal year, and require such accounting to be authenticated by the Inspector General (or
ench agency prior to submission to the Director; and (B) submit to Congress not fater than April

| of each vear the information submitted to the Director under subparagraph (A)™ That
provisien was nol changed by the ONDCP Reauthorization Act of 2006 (Public Law 109469,
December 29, 2006),

In order to comply with this smtutory provision, ONDCP issued a Crrcular, Anmmad Accounting
aof Dresge Control Fureds {Tab K, to all National Drug Control Program agencies defining the
requirements for annmal accounting submmitssions. The Circulur specifies, “Each report... shall be
provided to the agency’s Inspector General for the purpose of expressing a conclusion about the
reliability of cach assertion made in the report.” [n assessing reliability, ONDCP anticipales
each Office of Inspector Ceneral (O10) will conduct an ottestation review consistent with the
Statements for Standards of Attestation Engagoments, promulgated by the American Institute of
Certified Public Accountants. An attéstation review is more limited in scope than a standard
financial nudit, the purpose of which is o express an opinion on management’s assertions. The
abjective of un attestation review [s to evaluate an entity's finsncial reporting and to provide
negative assurance, Negative assurance, based on the eriteria established by the ONDCP
Circular, indicates that nothing came to the attention of the OIG that would couse them to believe
an agency’s submission was presented other than Tairly i all material respects.
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Department Compliance and Attestation Reviews

All National Drug Control Program agencies were able 1o comply with the provisions of the
Drug Control Accounting Circular duted April 18, 2003, This fact is evident, along with whether
un agency passed or (miled the required attestation review, in the whle below. For the purposes
of this report, “pass”™ indicates an agency”s (MG was able to complete their review and provide
negutive assurance. Conversely, “fail™ implies that an agency’s assertions regarding its FY 2006
drug control obligations were not reviewahle.

Table: Compliance and Attestation Review Summary

Compliance with | OIGAndependent
ONDCP Circular | Auditor Attestation
Department/Burean i YesMNa) Review (Pasw/Fail)
Delense Yes Pass
Educatlon
Office of Safe and Drug-Free Schools Yes Pass
Health and Humun Services |
National Institle on Drug Abuse Yes : Pass
Substance Abuse and Mentnl Health Services Yes | Pass
Administration
Homeland Secority
Customs and Border Protection Yes Pass
Imetigration and Customs Enforcement Yes Pass
LI.5. Const Guard Yes Pass
Jiistles
Bruresu of Prisons Yey Pnss
[rrug Enforcement Administration Yey Py
Crrganized Crime Drug Enforcement Task Force Yeg Puass
{Mfice of Justice Programs Yes Puss
State )
Bureau of International Marcotics and Law Yes Puss
Enfimcement Affairs
Transportution
Mational Highway Traffic Safety Administration” Yes N_A
Department of the Treasury
Internal Revenue Service Yes Poss
Veterans Alfuirs
Veterans Hen@}dmin!ﬂmrjun Yes Piss
Small Business Administration’ Yeu NA.
e

' iy i with the CRDCT Cuuuule, the Apoiicy sibenited an absisine it bermisie b empiirn il creesil s i sk usden
Thit alifrmmtive roport sees et mdect oo Hisssimiion e

|k
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Summaury of Agency Reports

Department of Defense

The Department of Defense’s (DoD) accountmg of FY 2006 drug control obligations (Tab A)
satishies all requirements estnblished by ONDCP's Circular, including the rendering of a
negative nssarance by the Dol O1G, which indicawes thal nothing came 1o the attention of the
(10 that would cause them o believe Dol) s submizsion was presented other than fairly in all
material respects. Given this, Dol) was assessed a ruting of poss,

The DoD OlG issued a report in FY 2005 entitled, Report on Controls (ver Funds Used
b Dol fur the Nattonal Drag Control Program. This report identified a material
management control weakness related to the accounting of counterdrug funds, In
response, the Deputy Assistant Secretury of Defense for Counternarcotics {DASD CN)
issued a memorandum requiring detailed transaction support for all drug contral
obligabons. As part of the FY 2006 review, the O1G assessed whether military
components implemented procedures to support reported obligations with detailed
transaction listing. The OIG concludes that while the Army and Navy have implemented
such procedures, the Air Force and National Guard have not. The Office of the DASD
N is working with the remaining agencies to implement proper procedures.

While the OIG could not attest to the amounts in the report, they did attest that the
methodology deseribed was the sctual methodology used 1o generate those amounts.
The C1G did not atiest to the amounts in the report because the Office of the DASD CN
compiled amounts manually instead of obtaining information directly from accounting
systems. Diol) notes that there is an error in total obligations reported for FY 2006, The
report. which identifies $969.6 million in obligations, inadvertently excludes $10.4
million. The correct FY 2006 obligations total is S980 million.

The amount of Dol) funds appropriated to the Counterdrug Central Transfer Account
(CTA) 15 reported within the National Drug Control Strategy - Budget Summary, CTA
represents all Dol} counterdrug resources with the exception of OPTEMPO and Active
Duty MILPERS. These lntter accounts are not required under the revised National Drug
Control Budget,

Department of Education

The Department of Education’s sccounting of FY 2006 drug control obligations (Tab B) satisfies
all requirements estublished by ONDCP*s Circular, including the rendering of a negative
assurance by the Department’s OIG, Given this, Education was assessed n rating of poss.

Hudgetary resources in the submission include funds that did not support drug control
activities (some of the funds support violence prevention and school safety setivities that
have no drug nexus).

Executive Summary 3
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o Atotal of §7.3 million of Safe and Drug-Free Schools program funds suppart aleohol and
other drug prevenlion projects for siudents enrolled in Institutions of higher education.
For college students 21 years of age or older, dlcohol i3 a legal drug, consequently,
services provided 1o students of legal age fall outside the scope of the Nattonal Drug

Contral Strategy.

Department of Health and Human Services

Ihe Department of Health and Human Serviees’ (HHS) accounting submission includes separate
reports for the National Institute on Drog Abuse (NIDA) and the Sobstance Abuse and Mental
Health Services Administration {SAMHSA) (Tab C),

NIDA: NIDA's secounting of FY 2006 drug control obligations satislies all requirements
established by ONDCP's Circular, including the renderning of a negative assurance by the
HHS OIG. Given this, NIDA was assessed a8 rating of pass.

SAMHSA: SAMHSA s accounting of FY 2006 drug control obligations satis{ies all
requirements established by ONDCP's Circular, including the rendering of a negative
assurance by the HHS OIG. Given this, SAMHSA was assessed o rating of pass,

»  The managemert of the HHS Progmam Support Center { PSC), SAMHSA's financial
accounting service providet. identified a systems nonconformance and one material
weakness in FY 2006, Regarding the nonconformance, PSC's financial svstem does not
comply with the requirements ol (he Federal Financial Management Improvement Act of
1996, Concemning the material weakness, due to the lack of an imtegrated financial
matiagement systemn, significant adjustments to financials statements are recorded
manually, This presents a serious risk of error. SAMHSA indicates that these issues are
addressed in FY 2007 through the PSC implementation of the Unified Financial
Munagement System (UFMS).

Department of Homeland Secority

The Department of Homeland Security’s (DHS) accounting submission includes scpanite reports
for Cuestoms and Border Protection (CBP). Immigration and Customs Enforcement (ICE), and
the United States Coast Guard (USCG) (Tab D). In the previous vear's submission (see FY 2003
Accounting of Deug Controf Furds), the DDHS OIG did not complete their review, Specifically,
the OIG did not review two Key arcas:

i 1) whether datn presented are nssocimted with obligations against a financial plan that
praperly reflects changes during the fiscal year, including ONDCP’s approval of
reprogrammings or ransfers affecting drug-related resources in excess of $5 million;

(2} whether the data presented are sssociated with obligations against o financial plan tha
lully complied with all Fund Control Notices,

l'o complete their review, the O1G agreed to perform additional procedures during the FY 2006
review with regard to management’s assertions made in FY 2005, ONDCP received o final
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revised submission from DHS on August 23, 2007, In this submission, the OIG indicates that
CBP, ICE, and USCG have implemented additional procedunes to enstire compliance with
requirements for reprogranming and tronsfer requests: Further, the O1G asserts that CBP, ICE,
and LSCG have implemented manual procedures to comply with Funds Control Notices

CBP: CBP's accounting of FY 2006 drug control obligations satisfies all requirements
established by ONDCP’s Circular, including the rendering of a negative nssurance by the DHS
O1G. Given this, CBP was nssessid a rating of pass.

o  The OIG cites material weaknesses in the ureas of financial management, financial
reporting, and financial systems for the Depariment. The OIG indicates that CBP does
not contnibute to these weaknesses. CBP indicates that no weaknesses, other than those
that are known, affected the presentution of prior year drug-related obligations,

ICE: ICE"s accounting of FY 2006 drug control obligations satisfies all requirements
established by ONDCP's Circular, including the rendering of a negative assurance by the DHS
(NG, Given this, ICE wns assessed o rating of pass,

o The OIG cites matenal weaknesses in the aress of financial management, financial
reporting, and financial svstems for the Department. The O1G indicates that 1CE
contributed 1o the materinl wenknesses and has formulimed a corrective action plan to
resolve items by FY 2009,

USCG: USCG s accounting of FY 2006 drug control obligations satisfies all requirements
established by ONDCP's Circalar, including the rendeting ol a negative assurance by the DHS
OIG. Uiven this, USCG was assessed a rating of pass.

s The OIG cites materinl weaknesses in the areas of financial management, financial
reporting, and financial oversight tor the Department. The OIG indicates that USCG
contributed to the material weaknesses in each of the three areas and has formulated a
correclive action plan to resolve items by FY 2010,

Department of Justice

The Department of Justice's (DO} sccounting submission Includes separate reports lor the
Bureau of Prisonx (BOP), Drug Enforcement Administration (DEA), Orpanized Crime Dirug
Enforcement Task Foree (OCDETF ), and Office of Justice Programs (OJP) (Tab E),

BOP: BOP's aceounting of FY 2006 drug control obligations satisfies all requirements
established by ONDCP"s Cireular, including the rendering of a negative assurance by the
DOJ NG, Given this, BOP was assessed a rating of pass,

» The Ol cites a reportable condition related w BOP’s Information System Controls
Environment. Information System wenknesses continue to exist in the Financial
Munagement Informition System (FMIS2) accounting system, which processes BOP's
financial trunsactions. The current state of the system makes BOP dependent on manual
financial monitoring controls. 1f mununl monitoring controls fail, BOP may not detect

Executive Summary 5



FY 2006 A.ccm:nting of Drug Control Funds

material misstatements in fimancial statements before reporting deadlings, BOP has
implemented corrective action plans to address this issue.

DEA: DEA's accounting of FY 2006 drug control obligations satisfies all requiremenis
established by ONDOP's Circular, including the rendering of a negative assurance by the
D) O1G. Given this, DEA was assessed a rating of pass.

OCDETF: OCDETF s sccounting of FY 2006 drug control obligations satisfies all
requirements established by ONDUP's Circular, including the rendening of a negative
ussurance by the DOJ OIG. Given this. OCDETF was assessed & mting of pass.

o The OIG cites o reportable condition related 1o the TMIS2 security program, systems
softwisre, and application controls, Although not regarded as a material weakness within
QCDETE, the condition is noted due to the potential impact on FY 2006 drug-related
obligations. OCDETF notes that XY s addressing this finding with corrective action.

OJP: CUPs aceounting of FY 2006 druy conirol obligations satisfies all requirements
estublished by ONDICP's Cirgular, including the rendering of a negative assurance by the
DOJ OIG. Given this, OJP was assessed o rating of pass.

o The OIG cites two materinl weaknesses and one reportable condition, The material
weaknesses exist in: (1) Information System Controls Enviconment, and (2) controls over
grant advance and payable estimation processes, The reportable condition pertoins to the
prant de-obligation process.

Department of State

The Department ol State’s (State) sccounting of FY 2006 drug control obligations { Tab F)
sutisfies all requirements established by ONDCP*s Circular, including the rendering ol a
negative assurance by the Department™s O10. (Given this, State wis assessed o rating of pass,

o The OIG identifies six reportable conditions: (1) the recording of personal property
relnted depreciation: (2) the Department’s security of information systems; (31 the
imadeguacy of the Department’s fnancial management systems; (4) management of
undelivered orders; (5) implementation of the Managerial Cost Accounting Standards;
and (6) recording of real property and related deprectation. The first two reporiable
conditions were cited as material weaknesses in FY 2003, and downgraded in FY 2006.
State will continue work 1o résolve deficiencies in FY 2007

Department of Transportation

The Department of Transportation”s ( DoT) drug-related activities fall below the reparting
threshold of 350 million. As o result, Do T submitted n limited report (Tab G). The report
includes o mbie of FY 2006 obligations for the National Highway Traffic Safety Administration -
Drug Impaired Driving Program and an explanation of drug methodelogy, Dol”s submission
satisfics all requirements established by ONDCPs Circular.

Exgcutive Summary 6
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Depuriment of the Treasury

The Deparment of the Treasury’s accounting of FY 2006 drog control obligations (Tab H)
satisfies all requirements established by ONDCP’s Circular, including the rendering of a
negative assprance by the Treasury Inspector General Tor Tax Administration (TIGTA), Given
this, Treasury was assessed a miting of pass.

s |0 FY 2006, the Internal Revenue Service (IRS) received o direct appropriation for
aclivibes as a member of the Urganized Crime Drug Enforcement Task Foree. In
previous years, resources were appropriated 1o the Department of Justice and
subsequently reimbirsed to IRS,

e The TIOTA noted o material weakness related to information security, Although this
weenkness is not specifically directed 1o OCDETF, it was reported because of its potential
impact on drug-related obligations. Further, TIGTA noted thit TRS adequitely explained
and documented 115 cost allocation methodology with one exception: a $2 million
adjustment o salaries and benefits related o progrum management and analytical support
staif costs.

Department of Veterans Affairs

e Departmient of Veterans Affairs (VA ), Veterans Health Administration®s ( VHA) sccounting
of FY 2006 drug control obligations (Tab @) satisfies all requirements established by ONDCP's
Circular, including the rendering of a negative assurance by the Department™s O1G. Given this,
VHA was assessed o rating of poss.

*  VHA identified three materinl weaknesses and two reportable conditions. The
weaknesses occur in Information Technology Secunty Controls, [ntegrated Financial
Munagement System, and Operational Oversight. The reportable conditions pertain (o
Transactions Rejected by FMS and [ntergovernmental Transactions. VA s CFO has a
remedintion plan w address these issues,

Small Business Administration

The Small Business Administration’s (SBA) drug-related nctivities {all below the reparting
threshold of $50 million. As a result, SBA submitted a limited report (Tab 1), The report
includes u whle of FY 2006 obligations for the Drug-Free Workplace Program and an
explanation of drug methodology. SBA's submission satisfies all requirements established by
ONDCP's Circular.

Executive Summary 7
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INSPECTOR GENERAL
DEPARTMENT OF DEFEMEBE
400 ARWY NAVY DRIVE
ARLINGTON, VIRGINIA 22200 -4 704

Jungnry J9, 2007

MEMORANDUM FOR THE DEPUTY ASSISTANT SECRETARY OF DEFENSE
(COUNTERNARCOTICS)

SUBIECT: Independent Auditor’s Report on the Dol) FY 2006 Detsiled Accounting
Report of the Punds Obligated for Nationul Dingg Control Proprem Activities
(Repart No. D-2007-052)

Public Law 105-277 b kmown abso ax*The Dffice of National Drag Control Policy
Reauthorization Act” (the Act). The Act requires that DuD annunlly submit a detailed report
(the Report) 1o the Director of the Office of Netional Drug Control Policy sccounting for all
funds Dol expended for National Drog Control Program nctivities during the previoas
liwcil year. The Report is due no later than February | ench year. The Act also requires thai
the lnspeclor Cenersl of the Depertment of Defense suthenticate the Repart peior i i
aubmission to the Dirocioe,

 Difies of National Drisg Cofitrol Policy Circular “Driag Control Accounting.” (the
Aceounting Policy Cireular) April |8, 2003, provides the policies and procedures Dol must
e te prepare the Report and suthenticate the DoD) funds expended on National Druy
Control Program activities. The Accounting Policy Circular specifies that the Report must
contein m ble of prior year drug control obligations, listed by functionnl area, snd include
five anszriions relsting to the obligation data presented in the table.

The Deprity Assistunt Socretary of Defense (Countornurcatics) (DASDICN]) wis
respansible for the datailed sccounting of funds obligated and expended by Dol for e
Natlanal Dvug Control Program for FY 2006, We have reviewed the DASD (ON) detatied
secomnting in sccordance with the alicstation standards extablished by the American [nstitute
of Centifiod Public Acoountants and in complaance with gonerally aocepred government
sccounting standands. A review-lovel attesiation is substantinlly less in scope than an
exsminetion done to express in opinion an the subject matier. Accordingly, we do not
ERNTNN Wi OpbiTkon.

We reviewed four Dol) reprogramming sctions that wllocated §1,022.9 million
wmong the Military Departments, Matienal Guard, and Defense agencics. We determingd
that DASED (CN) had allocated the funds to appeopintions and project codes intended for the
DoD Counterdrug progmm. We obtained the year-end obligetion reports from the Military
Depariments and National Guard,

Ihe Dol) Office of Tnspettor General tsmied Repon No, D-2006-012, “Report on
Controlz Over Funds Lised by Dol for the National Drug Control Program® on November 7,
2005, which conchuled that the fands allocated to the Countendrug program were used for
Counterdrug purposes for the trmsactions tested. However, we identified o materinl
Imamagement control weshness related 1o the Dal) Components’ sccounting for Counterdrug

Department of Detense
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funds. ln respanse to our IdentiNcation of this weakness, DASD (CN) lnmued a policy
memomndum on August 25, 2005, requiring detailed trunsaction support for all Counterdrug
obligations.

Az purt of our review attestation for FY 2006, we determined whether the Dol
Components that receivad Counterdrug funding from DASD (CN) had implemented
procedures 1o support reported obligaticns with detailed transaction [istings. We requested
und obteined the fistings thet were available for reported obligations; however, the Military
Components were not able to support all Counterdrug obligations with detailed transaction
listings. The Army and Navy were able to supporl a majority of their reported obligstions
with detailed tmnsaction listings. Tn contrast, the Alr Force and National Guard had not
implomented adequate procodures Lo support their reported obligations with detiled
transaction listings

DASD (CN) provided us the Report in a letier dated December 18, 2006, which we
reviewed lo determine compliance with the Accounting Pollcy Circular. The desmiled
socovmting indicated that $969.6 million was obligated during FY 2006 for the Dol
Counterdrug program in scven functional arcas. The Office of the DASD (CN) mumunily
compiled the Repart from data the Military Departments and other Dol Compenents
submitted.

DASD (CN) initially reprogrammed the funds from the Central Transfer Account 1o
the Dob Components, using project codes, The Dol) Componcnts provided year-end
obligation reports, identified by the same project codes, 10 the (Office of the DASD (CN),
The Office of the DASD (CN) consolidnted the year-end obligation reports inte one
obligation report. In order to present the obligations by functional area in complience with
the Accounting Policy Circular, the Ofice of the DASD (CN) epplied percentages to ench
project code in the consalidated report to compute the amounts presented in the table of
obligations instead of obeaining the nformmtion directly from the sceounting systems.

We oannot atteat to the amounts presented in the Report®s table of obligations,
Howgver, we can attest that the methodology described in the Report in the methodology
used to gonerate the amounts presented. Based on ourreview, except for the fact Uit the
{ffice of the DASD (N} used percentages to calcudate the ohligations presented by
functional area, nothing came to our attention during the review thut caused us to believe the
dotailed sccounting of funds obligated by Dol on the National Drug Contral Program for
FY 2006 [s not presented, in all meterinl respects, in conformity with the Accounting Policy

Cirgular.

Paul J.Granetio, CPA
Assivtant Inspector Generl and Direcior
Defenss Financial Auditing Service

Department of Defense
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OFFICE F THE ASSISTANT SECRETARY OF DEFEMSE
FROC CEFENSE PRNTARDN
AAEHBGTORN, OO 2080 000

i, DEC 16 205

Mr, Terry §. Zobeck

Deputy Associte Darector

Planming und Budge

Office of National Drrug Control Policy
750 17" Street, NW

Washington, [ 20503

Dear Mr. Zobeck:

In my capacity ws Acting Deplity Assistant Secretary of Defense for
Counternarcotics, | assert that the drug methodology used to calculate obligations by drug
comtrol fupction of Fiscal Year 2006 budgeiary resourcos is reasonable sand accurie, |
further essert thit the obligation table n TAB A was genemted by the methodology as
reflected in TAB B. The obligations are zesociated with 2 financial plan that properly
refiecs all changes made during the fiscal year. The Counternareotics Central Transfor
Account docs not reegive Fand Control Notices and, therefore, any nsserthon regardmg this

is tnapplicable
Sincerely,
Fol Lo T
Edwird Frothinghsm 111
Acting Deputy Assistant Secretary of Defonse for
Counternarcotics
Fnclosures:
A srated
CF-
DODIG

Diepartment of Defense A3
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CENTRAL TRANSFER ACCOUNT

FYD6
inleligence 141,261
Inferdiction 478,303
Investigatve 43774
Pravention 166,854
RED 15482
Siale & Locsl Assistance 116,008
Treatrsan| 7.104
Totil 568,646 *

*This amoen| noiudes a 8% obligation rate for MILPERS and a 97% abligation rate for O&M
investmen! epropnations, which ame multl-pear, am curenlly obligaied a1 64%,

L) = -

|

MRS
SE L

Drepartment of Defense
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DRUG METHODOLOGY

Central Transfer Account

The Counternarcotics Central Transfer Account (CTA) was established in PBD 678
in Novamber 1989, Under the CTA, funds are appropriated by Congress to a single
budget fine, not to the Services basefines. The CTA accounts for all countemnarcotics
resources for the Department of Defense with the exception of OPTEMPO and Active Duty
MILPERS. Funds are reprogrammed from the CTA Io the Services and Delfanse Agencies
in the: year of axeculion, The CTA allows for greater exaculion flsxibiiity in the
countermnarcotice program with the ability to realign resources (o address changes in
requirements. The CTA is essantial io respond effectively to the dynamic nature of the
drug threat.

The Office of National Drug Control Policy (ONDCP) reports within the National
Drug Conlrol Stratagy the smount of funds appropriated o the counternarcotics CTA. The
aclual obligations for the countemarcolics program for a parficular fiscal year differ from
the amoun released 10 (he CTA since some of thu DoD counternarcolics offor s axsculad
with mult-year funding,

The reprogramming process beging with reprogramming documents (DD1415 and
DD1105) prepared by the Office of the Deputy Assistant Secretary of Defanse for

Counternarcotics and forwarded to DoD Comptrolier. Funds are reprogrammed 1o the
applicable appropristion/budget activity at the Service/Defense Agency by project (e.g..
Navy's Fleet Support, Hemispheric Radar System. Counternarcatics ROTAE). The
intemal reprogramming (IR action requires no congressional notification/approval.

The Services/Delense Agencies have their own intemal accounting systems for
tracking obligations of funds transferred from the Countemarcotics CTA. The following
examples provide the process of how obligations are tracked:
= The Amy Budget Office recetves obligation deta from the Defenss Finance and

Accounting Systam (DFAS) on & monthly basie and funds are tracked by the
DFAS/Standard Army Financial Information System (STANFINS).

+ Tha Air Force uses the USAF General Accounting & Finance System (GAFS) and the
Commanders Resources Integration System (CRIS) 1o track obligations. Both of thasa
systems are ulilized for Countemarcotics obligations and commitments. These
systems Intarface directly with the DFAS,

= The Navy uses the Standard Accounting and Reporting Sysiem, Fisld Level (STARS-
FL]mmmdemmeummm
ife cycle of the appropriation at the activityffield level, Navy counlemarcatics funding is
recorded under separate cost centers and sub-cost centers, with a line of accounting
consisting of subhead, project units and cost codes specifically for counternarcatics
obligation lracking,

= Tha Army and Air National Guand employs a cantral accounting sarvice from the DFAS
lo consalidate, aggregate, and report on funds as they are committed, obligated, and
expended. The Army State and Federal Program Accounting Codes and tha Alr

Department of Defense A-5§
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Accounting Codes provide funds-tracking mechanisms to reconcile funding at various
levels of reporting and execution,

The Services/Defense Agencies provide quarinry obligation reports by project code
to the Office of the Deputy Assistant Secretary of Delense for Counternarcotics (CN),
These individual reports are recorded on a spreadsheet and compiled into a single
countemarcotics obligation report. The obligation and expenditure data provided by the
Services/Defenss Agencies are compared against their total annual counternarcotics
funding for each appropriation. Al the end of the year, the Services/Defense Agencies
provide an end of year status report which reflects their actual obligation dsta, not an
estimation

The quarterly obligation reports provided by the Services/Defense Agencies include
obiigation and expanditure data by project code, not down 1o the drug control function, In
order lo comply with ONDCP's circular and provide obligation data by function, it was
necessary 1o use percentages for each project code.

Department of Defense A-B
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Department of Education

Office of Safe and Drug-Free Schools and Communities

Department of Education B
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UNITED STATES DEFARTMENT OF EDUCATION
OFFICE OF PLANNING, EVALUATION ANT POLICY DEVELCIMENT

JAN 30 20007

John B, Wallare

Dirmctor

Office of Nafional Drug Conirod Poboy
Executhva Cifica of the Presldant
Washinglon, 0L.C. 20500

Dmar M, Wattern:

In accordanca with ssction T05{d) of the Office of National Drug Control Policy {ONDGF)
Reaidhorization Ac of 1998 (21 U.S C 1704(d}), enclobed please find & detailed

all fiscal year 2006 Dapsrtiend of Education drug control funda, along with the Departmant of
Education Assétant Irapecior Generaf's autheniication of this accounting, conlstant with ha
Instrustions In ONDCP Circular Drug Conirol Accouriting, dated April 18, 2003,

Pleass do not hesitais 1o contact ma if you have any quaestions about this information,
Sincarely,
-’;’,Q‘_."‘__'— ﬂP
Thomas P. Skolly
Direclor, Budgs! Sandce
Enclesws # 1- Dapartment of Cducalion Detailed Accounting of Flscal Yaar 2006 Drug Control

Funds, dated January 24, 2007

Enciosure # 2* Authantication Istler from Helen Lew, Assistant Inspoctor Ganaral bor Audlt
Services, dated January 28, 2007

o Hmsn Lew

00 MARTLANT SVE. 59, WASHISGTORN, DC Sirs
el g

i m p e A drnll B Ty Bl sy Brikgfa M naige,
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FY 2006 A:cuuntiug of Drug Control Funds

UNITED STATES DEPARTMENT OF EDUCATION
OFFICE OF INSFECTOR GEMERAL

JAN 28 A0

We have reviewed manigement’s assertions cotitained in the sccompanying Accounting, titled
Departmmnt of Education Detailed Accownting of Fiscal Fear 2006 Drug Comtrol Funds, dated
Janumry 24, 2007 (the Accounting), The U.S. Department of Education’s managensesd is
reiponsible for the Accounting snd the assertions contained thersin,

Chur review was sanducted in accordance with ariestation standurds established by the American
Instie of Certified Poblic Accolmiants. A review is substantially fess in scope than ag
cxmmination, the objective of which is the expression of an opinion on munagement's sssertions.
Accordingly, we do not express such an opinion.

W performed review procedurss an the “Table of Prior Year Drug Control Obligations =
'Mm":ﬂ"ﬁmﬁm"nlﬁmihhmmm We did not review
the “Progmm Descriptions” contained in the accompanying Accounting. In peneral, our review
procedures were limited w inquiries sod apalytical procedures appropriate for ooy review
engagement

Based an our review, nothing came o our stention that caused s to baliove thet Imannpemant s

assertions, contained in the accompanying Acoomnting, sre not fairly stated, in all material
respects, based upon the Offics of National Drug Control Poliey Chroular Drug Contra!

Accounting, dated Apel 19, 2003,
el

Assistant Inspector Genensl for Audit Ssrvices

i MARYLAND AVE, LW, WAKHDVG DN, BC 31 bb
“'I.-H.-I

OO i ir 28 ey S T i b AR et oy kgl d e M wemaa
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DEPARTMENT OF EDUCATION

DETAILED ACCOUNTING OF
FISCAL YEAR 2006 DRUG CONTROL FUNDS

IN SUPPORT OF THE
NATIONAL DRUG CONTROL STRATEGY
AS REQUIRED BY SECTION 705(d) OF THE OFFICE OF NATIONAL
DRUG CONTROL POLICY REAUTHORIZATION ACT OF 1908

(21 U.S.C. 1704(d))

JANUARY 24, 2007

Department of Education B-3
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De¢partment of Education

DEPARTMENT OF EDUCATION
DETAILED ACCOUNTING OF FISCAL YEAR 2008 DALG CONTROL FUNDS
TABLE OF CONTENTS
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FY 2006 Accounti ng of Drug Control Funds

UNITED STATES DEPARTMENT OF EDUNCATION
OFFICE OF FLANNTHG, EVALUATION AND POLICY DEVELOPMENT

JAN 24 200

Me. John P, Higgins, Jr
inspacior Gonoral

U.5. Dapartment of Education
400 Marylend Aveniie, 5 W
Washingion, DC 202021510

Digad Mr. Higgna:

Az required by sechon TOS5{d) of the Office of Natkanal Drug Cordrol Polley (ONDCP)
Reauthorization Act of 1888 {21 UL.5.C. 17104{d)), senclosad plaasa find a délailed acoounting of
all fisces! yonr 2008 Department of Educetion dnig controd funds for your authentication, in
accordance with the guidelines in ONDCP Circular Drug Conirol Accounting, dated April 18,
2003,

Consistent with the instructions In the ONDCP Clroular, please prowde your authentiontion 1o
me in writing, &nd | will tranemi I 1o ONDCP along with the enciosed sccounting of funds. As
yeu lenow, ONDCP requests thass documents by February 1, 2007, if possible. Please do nol
hesliale o comact me § you have ary questions about the snclosed information.

Sincaraly,

7 I

Thamas P, Skelly
Director, Budget Sendce

406 WATTYLANTY AT, S0, Wi (PGTON, DO 208
e g

S & S Sl ST 0 abeeee Aol B e st CrrieeT trmaphout e
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TABLE OF PRIOA YEAR DRUG CONTROL OBLUIGATIONS
Figcal "f'!lrEWE el ppatlones

{in § milllong}
Drug Aesources by Funclion
Prevention £489.000
Tizial 458,988
Dirug Aesources by Dedislon Unit
Sale and Drug-Free Schools wnd Cormmunities Program
EDFSC Siale Granls 346.682
SOFSC National Programs 143,307
Total 4B0.BES

HGTE Dwetall may nol add b total dus 1o oundng.
PROGRAM DESCRIPTIONS

The programs fundad under the Sale and Drug-Frae Schools and Communities (SDFSC) Act

viglznoe prevention thal support the National Orug Control Strattogy. Sale and Drug-Free
Schools and Communities is the Fedsrns| Govemmant's largest drug prevention program and
the only Fodaral mmmmm-appMmmmrmwuhpwm
school viglance, Under fhe SDFSC Act, funds ane appropristed for Stale Granis and for
Hational Programs.

SDFSC State Grants

SOFSC Swle Grant funds are allocated by formula 1o Sistes and Terrilories, haif on he basis of
school-aged population and half on the basis of each State’s share, for the prior year, of Federi
funds for “concentration grnts to knaal educetional agencies (LEAS) for improving the academic
achievement of disadvaniaged studenis” under section 1124A of Tills | of the Elementary and

Education Act (ESEA). Ganerally, Governors recalve 20 parcent, and Siats
aducational agencles (SEAs) B0 percant, of each State’s allocation. SEAs are required lo
wmmmaawmmmmmu:mmnwmmmm
on LEA shares of picr-yaar funding under Part A of titie | of the ESEA and 40 parcant on
anmiiment LEAs may use thelr SOFSC Stats Grant funds for & wide variaty of aciiviias Lo
prevant or reduce violenca and definquenty and e use, poesesskon, and distribution of Begal
mmummgmnmmmmmmmm supparis academic
achievemen. Governors mey use thelr funds o award compstithve grants and contracts 1o
%.mmwmmmmmmmmm
to prewide sale, orderdy, and drug-free sohools and comimunities through programs Bnd ectivities
that complement and support activibes of LEAS.

SDFSC National Programs

SOFSC National Programs authorizes funding for seversl progmms and scthitias 1o hiip
mmwmlmmwmmmmmm

Department of Education B-6
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troubled o at-tisk youth, Including Faderal Activities (s brosd discrationary authority that permits
the Sacretary to cary out & wids variely of aclivilies designad fo prevent the illegal use of drugs
uﬂunkmmnmu,ﬂpmmﬂnulﬂyumdhn&ﬂw!ur studeants); Evaluation and dala
oollactian astvities; and an Alcohol Abyss Reduction Program to assist school districts in
Inﬂmﬁﬁrqhmm-mm“mbm zohiol abuse in secondary schools.
SDFSC Natienal Programs also authorizes: (1) Mantaring Programs, and (2) Project SERV
{School Emargancy Rssponse io Viclance, which is 2 crisia response program that provides
education-relstad sendcas 1o L EAs In which the leaming snvirsnmant has besn disngptad due 1o
a violent o irumatio crisls), both of which made obligations of funds in fiscal year 2008
Howsevar, 8 explained in the discussion of drug budgst methodology below, funda lor thass two
pomponants of SDOFSC Mationsl Programs are not included in the ONDCP drug budget and,
theradors, they are not inchuded in this obligatians report,

DISCLOSURES

Drug Methodology

This aecounting submisslon includes 100 percem of all fiscal year 2006 obligations of funds
under tha Safe and Dnug-Free Schools and Communities (SDFSC) Act, with the meception of
those SOFSC National Programs that have no clsar drug control nexus,  Accordingly, the
amoLnils in fhe enclosed table of prior-year drug control obligations include 100 parcant ol
funding for the SDESC Swte Granls program, the SDFSC Alechol Abuse Reduction program,
and gl othar SDFSC National Programe, with the exciusion of obiligations of funds for

(1) SOFSC Mentoring Programs, (2) Project SERV (School Emergency Hasponse (o Viclence),
and (3] School Emergenty Preparsdness Intatives,

Qbligations by Drug Control Funchon

All abligations of funda for the SOFSC program shown in the table on page 2 of this report ial
undar the ONDCP drug contral funclion categary of pravention — the same functional category
under which the budgetary resources for the SDFSC program are displayed for the Department
o Educahon in the annual National Drug Condrol Budget Summary issusd by ONDCP thal
asccompanies the President’s budget and in the Nafional Drug Control Strategy.

Ohganions by Budaet Decision Linit

Al obligations of drug control funds In the lable on page 2 of this report are displayed using the
SOFSC progrem as the budgal decision unil — the same decision unil under which the
budgatary resources for the Departmant ol Educalion are diaplayed by ONDCP in the
February 2008 Nationa! Drug Conirol Budge! Summary thal sccompanad the 2007 Preaident’s
budget in support of the National Drug Control Strategy.

Methodology Modifications
The Depanment doss not heve any drug comrol budget methodological modifications to
disoloss,
Matarisl Weaknesses or Other Findinge

Tha Depariment doas not howe any materisl weaknesses 1o discioss hat aflec] the preschiation
of Nacal year 2006 drug-relsted obiigations in this raport, All other known waaknesses that

Department of Educabion B-7
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allec ths presantation of drug-refated oblipations in this repon Bre explained In the drug
mathodalogy description above, and In the disciosurss balow,

Reprogrammings or Tranglerg

in 2006 tha Dapanmant reprogrammed a small amount of funds within the SDFSC National
Progmams. This reprogramming Iincreased fhe amourt of funding for School Emaergancy
Praperedness Inltialives and, by dolng o, reduced the amaumt of 2006 ohikgaticns
under the program by $0.483 milion. (Nole: This 50.483 millkon is included in the SE7 2 million
disciosad above in the statermant on the impact of the methodology modification.) There were
Wmmmmﬁmmmmmhmwm '
| yair 2008,

Other Disglosures

The Departmeant acknewledges the following limitatinns In ihae methodology described above lor
dariving the obligafions of fiscal year 2006 drug control funds attributable io the SDFSC

PrOgram:

= Alhough the budgotary resources in this meport inohsde 100 parcent of obligations for
SDFSC Slate Granis, Federal Activitles, and Evaluafion (axclusive of Project SERV and
School Emergency Preparedness Inttiatives), nol all ebligations of funds for theso
SDFSC programs support drug prevention activitles — some of these lunds support
violeros preventlon and school safaty activitios that heve no drug controf-ralated nemis.

*  Apprommately $7.5 millkah of the SOFSC National Progmms funds included i the
resoUres summary of this report (1.5 percent of iotsl fiscal year 2006 SDFSC reported
drug control ) supparted prevantion projects for students enrolled in inatihtions
of highuer : for coliege students sanved by such programs who are 21 years of
age or oider, aloohol is a legal drug and the aicohol prevention companant of the progeam
falls outeide the scope of the Nationa! Drug Confrol Siratoegy.

ASSERTIONS

Obliggtions by Decision Unil

The liscal year 2006 abligations ol drug control funds shown m this report for the SDFSC dug
budpet decision unit are the actual 2006 obiigations of funds from the Department’s accounting
systemn of record for the SDFSC program,

Drug Wethodology

The methodology used to calculale the fiscal year 2008 obligations of drug prevention funds
preaented in thes report is masonable and accurate, becauss: (1) the mathodology captures all
ol the obiigations of funds under the SDFSC program that reasonably have a drug control-
relnted noxus, and (2) these obligations of funds cormespond directly to the display of rescurces
for tha SDFSC program In the Department's budget justificstions ta Congress that ascampany
g Prealdent's budgsal.

Department of Education B-5
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Dtz

No workinad or ofher siatistical information was applied in the mathodology used o genarmise
the fiscal year 2008 obligafions of drug controd lunds presantsd In the table on page 2 of this
repoit.

Other Eatimetion Methody

YWhisre assumptions based on professional [udgmant were used as part of tha drug
mathodology, Me assockation belween thegs sssumplions and the drug controd cbligations
being estmaled is thomughly sxplaines snd documentsd in the drug methodology dischosums on
page 3 and in the other disciosures on page 4 of this accourting raporl.

Einencig| Systams

Financial systems supparting the drug mathodology yle'd dat thet fairy present, jn all matsrial
raspects, aggregate obligations from which the drug-related obligation esiimates are derved

Application of Drug Methodology

The mathodology disclesad in the naselive of this report was the actus! mathodology used 1o
panerats the fiscal yesr 2006 obsgations of drug control funds pressnted in the table on page 2.

Beprogrammings or Tranglers

Tha data prasamed in this repart properly reflect changes n drug conlrel budgst resourcen
resufing from reprogmmmings of fiscal year 2006 SOFSC funds.

Eund Control Notices

Tha Director of ONDCP has never lsstiod to the Deparment of Education any Fund Control
Nolices under 21 U.S.C. 1703{f) o the spplicabls ONDCP Circular, Budgel Exacution.
Theredorn, thi quined assertion that the data presentad in this report accurstsly reflect
obllgations of drug control funds that comply with all such Fund Control Noticss {s not

Department of Education B-9




FY lﬂl_]f_g}l:muntifg of l}:_u_g" Control Funllg

& L
o
=
: C
m
=
e
‘i:’?p
"”’Him
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National Institute on Drug Abuse
Substance Abuse and Mental Health Services Administration
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dissdwrgyen (1] DM
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Mt. Teny 8. fobheck
Peputy Amociute Direcior
For Plannkig sd Rudgis
Office of National Drug Conrol Folicy
Washington, DC. 20503
Dhear Mr, Zobeck
Enclosed are the deteled sccounting subsmssions with 10 atestation reviews foe the
Deepartmest of Healtl and Humun Services for Fissal Year 2006 a8 required by the
ONDUP Cireulur titled Dritg Contiredd Accomniing

IMvou bove any questions, plesse comact Jose Villas, Director, Divisson of Fimpaicial
Sj'ﬂnr!ﬂ Pnr_ir_'.', Payment Integrty mnd Aodit Renolution at {202) 690-5458 of

lose villarihhs goy
Sinoercty,
#f [EI__'_I I'II‘ I,.__.[x\ =
Sheila € Conley -
Deputy Assistant Secretary, Finance
Enchosures:
NIBA Drug Control Accomiing Reprm

SAMHSA Drug Coniral Accounting Repon

Depariment of Health and Human Services C-1
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Notices

THIS REPORT MAY CONTAIN SENSITIVE INFORMATION

This report should nol be reproduced or released to any olher party withoul
specific writen approval of the Depuly Inspeclor General for Office of Audil
Services

OAS FINDINGS AND OPINIONS

The recommendation for the disallowance of proposed costs as well as other conclusions
and recommendations in this report represent the findings and opinions of the HHSIOIG
OAS. Final determination on these matters will be made by authonzed officials of the

awarding agency.

Department of Health and Humaon Services 2
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Department of Health and Human Services

OFFICE OF
INSPECTOR GENERAL

Attestation Review:
National Institute on
Drug Abuse
Drug Control Accounting
Report for
Fiscal Year 2006

WARNING-THIS REPORT
Ccmrrmnﬁ AESTRICTED
OFFICIAL uz.*il':i'ﬂ.I DiSTRIBUTICN
Al S LIMITED TO

THORIZED

January 2007
A-03-07-003652

LA rs 1 &
i b Naniel B Levinson
:_= ( Inzpoctor Genoral
-.I'_'I ‘: :
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—

el MDEFARTMENT OF HEALTH & HUMAN SERVICES e ol Eapucion Gemanil

L] -

Warrnditg - Pl repores crmalitn reateiosst infioprmatio for afficiod wee, T oo, LG gl

JAN 74 07

Ta: TS LT
Uil Binancinl (iTicer
Matimal [rstinde on Drug Abuse

Blelional Lingdiwes of Healih
FFremme seph B ?um%

Deputy Insgoctor Ueneral
Tor Audil Services

Hihjert Adbestibion Review. Natiosal Iistituds on Dioog Abuse Diug Conteol
Arcounting Report for Fiscal Year 2 {A-03-07-003452)

Fhe prarpose ol His report 5 10 provide you the results of vur allestition review of the
Natsomal Institute an g Abase's (NIDA ) deug control accounting report for (sl e
(FY) 2006, Our tiesttiod meview was conducted i sceordunes with attestition
ftamdards cstablished by the American Institate of Cerified Pubbic Accounstanis and s
stibludands applicable 1o sttestation engagements contined in Government Auditing
Sandsrds viswad by the Comptroller Gencrsl of the Uniud States. A review is
subatiitially bemi o ope tiun on comination, the objeetive of which Is o CAPIES B
Opan an mangement's issertions enntnined in is repor; sccondingly, we do pat

ex s such s opimion. We revicwed the aitnched NIDA repon entitlisd Asversions
Cancerning Annl Accossting of Dreug Comirol Fsdy, dated November 27, 2006 The
reaart 1% e tesposibilily of NIDA s management and was prepored by NIDA under the
autharity of 24 LLS.C. § | M) wnd ns required by the Office of National Dng Control
Poliey (UNDCP) Uieular Doy Control Acesinting, daded April 18, 2003

OFFICE OF INSPECTOR GENERAL'S CONCLUSION

Bensed oy onir review, nothimge come o our attenmion Ut cousod ui 1o beliove thai
muanagement s assertions wene iod lirly stsed, in oll maerind respocts

NATIONAL INSTITUTE ON DRUG ABUSE'S REPORT

NITIA' o repor included a Table of Prive Yewr Drug Contral Obligatians (Table) for
Y 2000 that repaned ohligatioag totaling approsioutely $990 malfion

" Paudibu e i D fedd B aimiBan el iiclain

Department of Health and Human Services C-4
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W arminy - Thiy repary ottty srteiohed dnformotes for af fTohef e,

Page 2 Dosiz Fomes

We perfiormesd review procesdunes on NITDA s $alle and the reliled sssermmoans and
disclissures. In gencral, our review procodures wers limiited (o [aguiries and analviical

proeediires approprls for our dilesiation reviesw,
R T TR

Thas peport 4 inlended =olely for the informaton and use of Cangeress, OMNERCP, wnd
MDA, aod v ot nfeaded o be and should not be used by anyone other than these

specifiod parties. 11 you have guestions or comumuonis, contnot me or fimve your stafT call
Stephen Virbitsky, Regional Inspector General for Audit Services, a1 215-861-4470

Altoc e

fiiveeibatlonr fu ifanited i moiarized official.

Department of Health and Human Services
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FY 2006 AcmuuﬂuHI BruE Control Funds

; LEPARTMENT OF HEALTH & HUMAN SFRVICES Paildlic Hanifih Saeyc

= Maionad Instiytes of | ey
Halonal fnubiuie on Drug Abuese

NOV 27 2006 RN, o Erietg

MEMORANDUM TO:  Direetor
Office ol National Diig Coatral Policy

THROUGH: Sheila Conley
Deputy Assistant Secrctary for Finance
Depastment of Health and Human Services

FROM: Donna Jonss &w‘ #}ﬂ‘
Chief Financial O

Matiomal Institie on Prig Aluse
SUBJECT: Assartions Concoming Annuil Accounting of Drug Control Fupds

hmdmwmwmﬂhﬂmmﬂmwtm Folicy Circulas
“Animiial Accounting of Drug Coetrol Fands,™ | mske (he lollowing asserions regarding the
aftached annual accowating of dug controd fands:

Obligations by Budgrt Decinion Unit

! assert that obligations reported by bodget decizion unit are the actual obligations from e NIH
financial sccounting system for this budget decision umit after using NIDAs internal sysiem o
reconcile the NIH accounting system during the year

Drug Methodology

| acnseat that the drug methodalogy used 10 cakeulsic obligations of prior year budgetary resourees
wmm&mmmm:uumamﬂmmmmmumm
Section 6b(7) of the Circular. [n accordance with thesa criteria, | have documented dats which
upport the dug methodology, explamed and documented other estimation methods (the
assmption for wiich are subject to pertodic review) and determined il the finnncial systers
wmm;mrﬂuuummny,mﬂ malerial respects, agpregaie
Ubligations of prior year drug control budgetary ressurtes ire caleulaied a5 follows:

FY 3006 aitual obligations were determined by identifying MDA suppan {or projocts thas
aiddres ditig prevention and tresment, Projects for inchasion o the ONDCP budgel are

sdentified froam the NIDA coding syslem and database kisown as the “"NEPS® system (NIDA
Estramomnl Propect Syslem), Data are entered inlo this sysiem by program stdl. NITDA dees nol

Department of Health and Human Services C-7
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need 1o make any assumplions of estimales (o isolate ity total deug control obligation as the ol
appropeiation is deag conlrol

As the supporier of move than 5% of the workd's research on drug sbuse and addiction. e
National Institute on Drug Abuse (NIDA) provides a strong science base for our Nation's efforts
10 reduce the sbuse of drugs mnd their consequences. NIDA"s comprebensive research ponfolio
dhmn;huﬂmguﬁﬁu;nhutdﬂhhn%.m;hghmﬂ:wnf
fundameatal peurobiology 1o community-based research. As our Nation Jooks for science hased
approaches o enhance its prevention and treatment efforts, NIDA's brosd portfolio mid its
muﬂmmmhmmtwlmw&lmdﬁudﬂﬂ!'hniMmlmrar
transdisciplinary issues will provide the tools necessary to move thes efforts farward Research
serves as the camerstone of NIDA's elfons to disseminate research information and educile
heallh professionals and the public, especially our Nation's youth, shait the [ictors influencing
dmglu.inmunqnumudnhmﬂ-ﬁ:mrhndudmndmmmm
techniques. These research and dissemination efforts o develog, test, and disseminate
iﬂmmhmhﬂhﬁlﬂkﬁm.iummlmlmmu;um
suppoet Uhe ONDUP Goal 3 (treatment). Eiforts to enhance the science bose and disseminate
mmummmrmwﬁmmmmmmmmmmm
other health consequences, and on science-based approaches for prevention IfErvEntins supposn
the OINDCP Goal | (prevention)

NIDA obligations we allocaled betwioen prevention and trestment research based on the
malcssional judgment of scicotific program officials on specific pram and contract projecty.
MMEEHMWWWWMW.WWW
report fo delermine whether the project meets NIDA's criteria for categorization us prevention o
& treatment rescach, ﬁnjummmhdudmhﬂim&nHﬁFﬂwﬂmFﬁm[mdu

The toeal $990,404,743 s the sctual smount obligaied sod reconciles 1o the NIDA Database
systeim. The total of $990,404,743 does tot reconcile 0 the FY 2006 column of the Y 2007
Congressional Jusufication (CT). This is because the FY 2006 column of the FY 2007 ¢
tnciudes un 58,977,000 ransfer (o the NIH Roadmip and & $686,957 transfer w the Centers for
Medicaid nnd Medicare Services (CMS) Program, This adjustment 10 the FY 2006 column is
determined by the NIH, DHILS and OMN,

Application of Methodolegy

Fassent that the drug methodology described in the receding section was the acmul methodology
sz b0 peneraic the table requined by Section G2 NIDA has not modified its deug methodology
[romm the previous year, The difference hetween NIDA's actus] obligations and the Natjonal
Drug Contsol Strategy Budget sutiunary number for FY 2006 are for the same reasons described
abave for the FY 2006 colummn of the FY 2007 1.

Reprogrammings or Transfers

I assert that the obligstion data prescnted are associated apainst o financial plan that, if revised
during the fiscal year, propesly rflects thase changes, incleding ONDCPs approval of

Department of Health and Human Services C-8
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reprogrammings or tranafers affecting drug-relsted resources in excess of $5 million it
oceurred doring the fiscal yeas, As described above, NIDA bl e Tollowing adjustments for
IY 2006 an $8,937,000 ransfer foc the NI Roadmap and & 3686957 tramsfer for the CMS

Program
Fund Countral Notices
| asnen Mhﬂ@hmm“m&mlﬁmmmmm

fully with all Fund Control Notices issued by the Director uader 21 LLS.C. 17031} and Section §
of the ONDCF Curcular Budges Execution, dated Apel 18, 2003,

Department of Health and Human Services
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NATIONAL INSTITUTES OF HEALTH
NATIONAL INSTITUTE ON DRUG ABUSE
FY 2006 Actual Obligations
[Dotlars kn Thousands)
|. REEOURCE SUMMARY
FY 2008
Achual
Drug Resources by Function: 2
Presvaniion &0,
Treatment
Total 90,405
[Orug Rasources by Decision Unit
|_Demand Raduction
Tolal 060
|HIDTA Transfer
A

Diferences Between (1) Actusl Obligations and (2) the FY 06 Goluma of the
FY 07 CJ and the National Drug Control Stretegy Budget Summary

{Dollars in Thousands)
Total 2008 Col. of the FY 2007 CJ: Nafionsl
HEIS 1% o] Drug Control Strategy 'I,HI:I,E
Comparafive Transfer A837
Tﬂtim- 250, 405

Departmoent of Health ond Human Services C-10
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Department of Health and Human Services

OFFICE OF
INSPECTOR GENERAL

Attestation Review:
Substance Abuse and Mental
Health Services
Administration Drug Control
Accounting Report for

Fiscal Year 2006

nl
& : Daniel B Levinson

2 _/ Inspector General

z

= C January 2007

A-03-07-00361
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HE—

”
DEFARTMENT OF HEALTH & HUUMAN SERVICES CiFic of | pens L Gl

ity

Warrmbugg - Ty reposnd couniolies rensrivivl infurmaium fir skl use. radnislenss:

dAH 24 2w

Te: Daryl W. Kade
C'huef Financind CHficer
Substance Abuse snd Mentod Healih Seevices Adminterntion

Zvar

From- E. Vengrin
Deputy Inspecior General
for Andit Sevices

Subieci: Attestation Review: Substance Abose and Mental ealih Sorvices
Adrmintstration Dneg Control Accounting Report for Fiscal Year 2006
(A-03-07-00351)

The purpose of this report i fo provide you the results of our aticstation review of the
Substance Abuse and Mental Health Services Adminisination {(SAMHSA ) dnag control
accoamting repon for fiscal year (FY) 2006, Our attestathon review was conducted in
accordance with atiestation standards established by the American Institwte of Centified
Public Accountants and the stundards spplicable i attestation engagements contained i
Goverminent Auditing Stnndmrds issaed by the Complroller Oeneral of the United States
A review |y sulstardinlly ko in scope (han an examination, (he objective of which is w0
CAPNESS 80 OPNion of Munagement’s xssertions contained in its report; accordingly, we
o merl express such un opinion. We reviewed the sltached SAMHSA repon enditled
Assertiony {oncerning Drug Control Accountimg, dated November 30, 2006, The report
it the respomaibility of SAMHSA's manapement sned was prepared by SAMISA mnder
the muthority of 21 U.8.C. § 1704{d) and as requircd by the Office of National Dirg
Canirol Palicy (ONTHCP) Circulan Brug Contmol Accounting, dwed Apell 18, 2003

OFFICE OF INSPECTOHR GENERAL'S CONCLUSION

Pamed o our review, nothing came 1o our stiention thal enused s o believe thil
tiifpzment's asscrtions were not (airly stated, in all material mespects
SUBSTANCE ABUSE AND MENTAL HEALTH SERVICES
ADMINISTRATION'S HEPORT

SAMHSA"S report inchuded n Tahle of Prior Year Control Obiigations (Tahle) for FY
2004 that reported obligations waling approximately $2.5 billion,

Diriturshon b thositesd he asbone ol uficiniy

Department of Health and Human Services C-13
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Warniug - Thiv regart contmine restricted foemiatlan far afficial use.
Page 2 Daryl W, Kade

We performed review procedures on SAMBESA's Table and the reloted essertions and
disclosures. In general, oor review procedimes were limiled to inguiries and analytical
procedires approprinte for our attesiation review.

This repon is inlencied solely Tor Uhe nformation and use of Congress, ONDCP, and
SAMHEA, and iz nov intended 1o be, and should not be, used by anyone other than these
specified partien. 1f vou have guestions or comments, contact me or have vour stalT call
Stephen Virbitsky, Regional Inspector General for Audit Services, ot 715-361-4470,

Antnehment

Fieritwtbim b Ravdted f pfioreed affieneb,

Department of Health and Human Services

C-i4
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ATTACHMENT
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f"“‘i
I‘ DEFARTMENT OF HEALTI & HUMAMN SERVICES
W

Sibaiancs Atisy s Mama!
Hanl® Sevicea Sdmindibalon

nov 3 0 2006 Praventien

Curilal fal Sulislnce Anite

Treatmsr
Aocivilln ML 85T
MEMORANDUM TO: Dirncior, Office of National Drug Control Policy

THROUGH: Sheils Conley
Deputy Asistant Secretary for Finance
Department of Health and Human Services
FROM: Daryl Kade, Chiefl Financial Officer

Office of Policy, Planniag, and Budge:
Substance Abuse and Mental Heulth Services Administration

SUBRJECT: Assertions Concerning Drug Control Accounting

In sccordance with the requirements of the Office of National Dirag Control Policy Circuler Dirug
Comirol Accouting, as revised o April 18, 2003, T make (he following sssertions regarding the
anached annual secounting of drug control funds:

Oligations by Budget Decirign Unit

| azsert that obligations reported by budget decision it are the sctual obligations from
SAMHSA's sccounting system of record for these budget decixion unity.

Drug Methodelogy

| nasert that the drug methodology used {o calculste obligations of prior yenr hudgetary resources
by function for SAMHSA was rensonsble and sccurste in accordance with the critena listed in
Section 6(2) of the Circular In accordance with these oriteria, | have documented/dentified
duta which support the drug methodology, explained snd documented other estimation methods
(the assumptions for which are subjocted to periodic raview) and determined that the financial
systems mpporting the drug methodology yield data that present fairfy, in all material respocts,
aggregate obligations from which drug-relsted obligation estimates are derived. (See Exhibit A)

Auglication of Drug Methudobogy

| nssent thai the drug methodology disciosed in Exhibit A was the sotual methodalogy used to
Benemie the table required by Section 6e

Reprogrammings or Transfers

1 zsert that the duts preseated wre psociated with obligation ugsinst & fancial plan that was
revised during the fiscal year to include Rinds received from ONDCP in support of the Dirug

Drepartment of Health and Human Services C-16
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Page 2 - Director, Office of National Drug Control Policy

Free Communilies Program. SAMHSA's Cemter for Substance Abuse Prevention (CSAP)
received & total of $77,569,443 from ONDCP via an Interagency Agreement to fund activities of
the Drag Free Communities Program in FY 2006, In sddition, SAMHSA Drug Program-relsted
Funuds in the smount of $1,627 000 were reprogrammed by the Office of the Secretary, HHS, to
“uililress unexpecied needs in the Centers for Medicare and Medicaid Services (CMS)."
SAMHSA had no other reportshle reprogrammings or transfers in FY 2006.

Fund Conirol Netices

| nasert that the dutn presented are sssocisted with obligations sgainst & financial plan that
complied fully with all Fumd Control Notices issued by the Director under 21 UL.S.C 1703(1) and
Section § of the ONDCP Circular, Hudget Execution, dated Apnil L8, 2003,

W,
Chief Financial Officer

Attachments:
‘Table of Prior Yesr Drug Control Obligations, FY 2006

Exhibit A - Drug Contrel Mcthodology
Exhibit B — Memo, Subject: FY 2006 Management Assurance

Department of Health and Human Services C-17
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SUBSTANCE ABUSE AND MENTAL HEALTH

SERVICES ADMINISTRATION
Tahle of Prior Year Drug Control Obligations
FY 1006
(Dollary bn millisis)

Obligations by Drug Contrel Function
I"revention 4.2
Treatmend = L8781

Total 52,5183

Programs of Regional and Nations! Significance * 591.4
Substance Abure Prevention (Now-add) ... 5 {192.5
Substance Abwee Treatment (Non-add) i . (394.6)

Dirug Free Communities Program ¥ 716

Substance Abuse Block Grant ¥ 17574

Progrum Management ¥ 99
Total 515183

Footmotex:

" PRNS obligations reflect direct obligations agninst BAMHSA budget authority. Reimburssble
abiligations are oot included, g9 these funds would be reflected in the obligations of the agency
providing the reimbunable funds to SAMHSA. Substance Abuse Trestment PRNS obligations
include fiunds provided to SAMHSA from the PHS evaluation fund.

* Drug Free Communities Program funding was provided to SAMHSA/CSAP vis Interagency
Agroemend.

¥SAPT Block Grant obligntions include funds provided 1o SAMHSA from the PHS evaluation
fund,

* Program Munmgement abligations inchide finds provided 1o SAMHSA from the PHS
eviluation find. Also, obligations reflect fola] SAMHSA Program Management funds, less
reimbsursements, und will not necessarily ngree with “full cost™ displeys contained in SAMHSA
budget documents.

TOTALS MaY NOT ADD DUE TO ROUNDING

Department of Health and Human Services C-18
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Exhibit A

(1Y Drug Methodology - Actual obligations of prior year drug control budgetary resources
are derived from the B332 repor, Minor Object Classification Report by Allowanee, and
the B300 report, Minor Object Clnssification Report by CAN [common scoounting
number]. The Program Suppart Center (PSC) Core Accomiting System, DHHS, provides
both reports. Obligation detzils for FY 2006 as reported for the Center for Substance
Abuse Prevention (CEAP), the Center for Substance Abuse Treatment (CSAT), and for
SAMHEA Program Munegement are included in these reporta, and have been cortified by
the SAMHSA CFO,

(s} Obligations by Drug Contrel Function - SAMHS A distributes drug control funding

into two functions, prevention end trestmond*

Prevention: This iotal reflects the wum of the sctual obligations for:

* CSAP's Mrogmms of Regional and National Significance (FRNS) direct funds,
excluding reimburmable suthority obligations;

* [Drug Free Community Program fimds provided by Interagency Agreement wiih
ONDCP,

» 0% of Subsience Abuse Prevention and Trestment Block Grant (SAFTBG)
funds, incluring obligations relsted to receipl of FHS Evalustion funds; und

» 0% of the actual obligations ol SAMHSA Program Management unds,
including obligntions relatod to receipt of PHS Evalustion fands.

Regarding allocation of 20% of the SAPTBG for the prevention function, the Public
Health Services Act provides that “in expending the grant, the State involved will
expond not less than 20 percent for programs for individuals who do aot require
treatment for substance sbuse™ (or, in other words, for primary prevention sctivities,
reference PHS Adt, Sec. 1922(a)(1}). For cxpediency and simplicity, program
management sctual obligations have also been allocated 1o the prevention function
using the 20% fcior as o proxy.

Treatment: This total reflects the sum of the sctual obligations for:

¢ CSAT's Frogroms of Regional and National Significance (PRNS) direct funds,
cacluding reimburssble suthority obligations, but inchading obligations related to
reccipt of PHS Evaluation funds,

« BN of the actunl obligations of the Substance Abuse Prevention s T reatment
Block Grunt (SAFTBG) funds, including obligations related to receipt of PHS
Evalustion funds; and

« B% of the funding for SAMHSA Program Mansgement, including obligations
related to receipt of PHS Evalustion funds:

Regarding allocation of 80% of the SAFTBG for the treatment function, ruther than
adding complexity to the allocation methodology, it hus been determined and
penerally ncceplod that the full balance of 80% should be ascribed to the treatment
function. Likewise, the 80% factor is aleo used 1o allocate the balance of program

Department of Health and Humuan Services c-19
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mansgement abligations 1o the treatment function afler the prevention allocatinn of
20% hux berm sccomplished.

(b} Obligations by Budget Decision Unit - SAMHSA's budget decision units have been
umwnummumwn.mm.wm 18,
2003, These unils are:

. Pmn[ﬂ@uﬂﬂhhﬂsuﬁﬁmﬂm}-ﬂmﬁm{ﬂhﬂ:

. anfﬂWMHMEiﬁﬁm{FﬂHSLW[mﬂ;

. Eﬁmmﬁmﬁmﬁmw?mmﬂﬂmmj-mﬂmd

*  Program Management (PM) progrum - SAMHSA.

. mmmnnmﬂmmmmﬁmw-mﬁmww
mrmimmmmmhﬂmmmm{m

Included in this Drug Control Accounting repart for FY' 2006 are 100% of the actunl
obligations for theze five budget decision units, minus reimbursements. Actual
obligations of prior year drug, contro] budpetary resources are derived from the B332
report, Minor Object Classification Report by Allowance, and the B33 report, Minor
Object Classification Report by CAN [common accounting number].

(1)  Methodology Modificstions - There have been no changes in fhe SAMHSA accounting
methodology since the prior year report {for FY 2005).

(31 Material Weaknesses or Other Findings - See Exhibit B,

4} Reprogrammings or Transfers - SAMHSA's Centor for Substance Abuse Prevention
{CSAF) roceived a total of $77,569,443 from ONDCT via an Interagency Agroemeont to
ﬁndmﬁvhiuufmhgﬁuﬂnmuﬂﬂu?minwm. In addition,
SAMHSA Drug Progrm-related fimds in the smount of $1,627,000 were
hhﬂﬁwﬂhﬁmﬂ,%h“ﬂh%m&iﬂﬂum&'
Medicare and Medicaid Services (CMS)." SAMHSA had no other reparisble
reprogramimings or transfers in FY 2006,

(5)  Other Maclosures - None.

Department of Health and Human Services C-20
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Exhibit B
@ DEFANTMENT 0F HEALTH & HUIMAN SIEVICES Sommernr Alraam el i
s il e A A e
Cmrimr iw W iarmial Hasis Breviss
Cmber e Sndbwtoric A
Timmrmeet
To: Sheils Coulery, Chakimun Finchs e LD Y07
A-1Z) Bamior Assesssien] Tenrm
U8 Deartenest of Health sed Hamm Sevios
FICiM: Erlc Brodeick, Aasistand Sxgeon Genersl
Dauryl Kade, Chisf Fismnclal Officer
Subriznce Abusa aod Mezisl Holil
SUBIECT: FY 2604 Managernen: A murmee

T Suimstarsce Abuies wiud Montal Hoaléh Sorvives Ad=imisiretion (BARHSA} s gemiesl
= reponsible i extebbohing wnd mmisining effecrive sterm controd and fsgncist

s el Fyatems el et e abpeotrve of the Pades] Mesgers” Financial Integrity
Act (FMPIA}. SAMHEA provides s qualified eetsoeent of sssarance thal it imemal
watifzeds ansl fioeec ol reamsgemie Fpvbam il e bpctives of FROFLA 90 i sootyrion
ol ot mustertal weaimen e ons fysiamt non-confemance. The ditalls o thess exceplion
e provide i Abmchenent |,

EAMIEA condurtad ity svalnation of intarmal aowiral o the =fectiver=s ol efficrmey
ef apertion e coepl e with sppliestile st mod regulistionn in soondance with Qb6
Clrenis A -TI3, Manageeent's Regpansibiliry fiv Savornad Canrol. Basd on tos ressilts of
iz svahmrion, SAMITEA Kewifind e rystess soooonftrsasos yode Section & of
FMFLA s of Septernber 30, 2006 Cther than (he sonconfermance, which iy described i
Astashmmt [, the infernal controlt over the rifectiveness sed efficioncy of oparatiner end
uorpliancn with applicabia Lrws end rogulathons wens oparibing effect wely snd to ofher
muderisl weshnemes were Riind in fhelr deslpe or oparstion.

in wdeloon, SAMHNA cosduoled ids evalistion of tha elfectiveeis of inkras conirol over
financil reposting. which inchudes mitgaaning of seen aod comgliance with apphiashle
lews vl regudutiany, in ascordance with the Departmners of Health and Haman Services”
Cneidarca Mar W lopiereens A of OMB Qlrcular 4-111 Busad on the resulis of
fhir rvabumion, SAMHEA ooy msiavisl weakne wader Sectem I of FMFIA 2 of
Jimo W, 1006, Other than e maserial wesknass, which s deseribad in Adschasl |, B
imsereaal ponivobs ever firmnciad repart=g wens operating elfec by sed o other melosl
weshncsses wwry fewrd in v dalgs oF epaation.

Eﬂhﬁé‘&'nm,’ﬁ Daryl W :Egé;:
Awsistanl Cimnerad Chief Finansial Offtes
e SOOI

o 0 fIn foc

s ey Rr—— g BT o Lt el Py Py il Bl B o Py
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Atashment |

SAMHLA, use i Frogrem Support Cmier (PBC) w2 e service provider for Brenclal sccommilng
sirviom PEC has ievned o quallfiad ssrnsce cimesant for e followlng services wied by
EAMHEA: Hnnas Resowsts Sysiem Bavion, Accamilag Sorviom, Deld Collacion Cuiler
Bervioes, and Payrell Accomnting Services, The mssapinisd of P50 ropaned § masnsl
wysinrns e oot S Secibon 4 of FREF1A &8 of Beptember 70, 2006 snd & muierial
wankrveny fior Saction 7 of FRFLA in e il conirel o sl reporiog G tese
mervigen i of s 10, 2004,

Systems Nemronlormancs wnder Bectlon & of FMTFLA

The PEC fmoomial mansgemsest vysimng we sof in complance with the rapsmemeniz of e

e o cxaiiphy willi the Fadiored fmaneisl mesagomeni iysieno rogwramnens of OB Cirotir A-
121, Fimangiod Mzswpaeeni Spriever, and e United St Gerveyument Sandard Geneul
Laddger (US050L] st the wamaction e

Muierial Weshoni mader Snctizn I of FMPFLA for Inforand Cestred wrer Flnssisi
Reparting

A i pri e, g gnificais sfosenenes o reported balaon, sl puseroos soouniieg Sres
rrooeded drulside the peesrsl |edger ryeton are oeabed b producs e EAMIIEA fmsnsisl
eabmneniy di o leck of e integrated Goanrdal manegement eyl Albough 1ess of e
TompensuTing mamsl cuntrol disciosnd no svidence of muterial e, e el s of e
clusing peccas prossots o significen risk of eror, whish is deamed & mekorisl weslones is
gl crmipol gves fmncial epocting.
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Effftre i faparae Cawrea

U5 Demirmees o Hampisei) sourio
Woasbingtoen, [ MOS0

&9 Homeland
“=Z- Security
AU§ 2 2200

MEMORANDUM FOR: W, Ralph Basham
i bnsbisiiss
United Setates Custorms and Border Protection

FROM: ichad 1§ i { A L fr

lispoctir Ciensrl

SUBJECT: tidepemdent Roview aof The LL5. Ciromy and Bovdar Privection s
Repurting of 7Y 2004 Drey Control Fund

Avttuched for your information 5 our report, fndependend Boview of The L08 Curtoms and Border
Protection's Reparcing of F'Y 2008 Dvig Controd Funds.

The report contains one recommendation simed ot imiproving the drug control reponting. Your aftice
concurred with the recommendation.  Within 90 days of the date of this memormndum, plense
provide our office with additional informution about the activities underway or planned by CBF (v

ndtress our recomumiendations, including responsible pamics, key milestones, and other supporting
[nformuntbo.

Cumsistent with our responsibality under the Inspecror General Act, we are providing copics of our
report to approprisle congressional committees with overdght and sppropristion responsibility over
the Department of Homeland Security. An executive munimnary, but not the full report, will be posted
on our wiehsiie,

Should you have any questions, please call me, or your staff may contact James Taylor, Deputy
Inzpectar Ciemeral, mt {202) 254-4100.

Attnchment

Deparmment of Homelond Security [31
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"DEPARTMENT OF HOMELAND SECURITY

Office of Inspector General

Independent Review of The U.S. Customs
and Border Protection’'s Reporting of
Fiscal Year 2006 Drug Control Funds

g
‘;JM#L’;._

01G-07-69 August 2007
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Moy wf fnapwrtin’ Gevers|
U5 Depastinest of Homeband Seruries
Wisbingn, O 10418
: Homeland
S&F Security
AUG 2 2 200
MEMORANDUM FOR. W, Ralph Bashwm
C e e
LS. Customs and Border Protection
¢ .fl i
FROM: Rihand L. ‘ilmm.fl-{ L -"{ b I’-{g}r“‘
[napecior Cieneral
SUBIECT: {ndepemfent Neview of the (5. Cioviowes amd Border Profection’s
Reporting of FT 2006 Drug Control Funds

We have reviewed management’s assertions in Section B of the sccompunying U5, Customs and
Border Protection’s (CBT) amnual report of FY 200 drug control funds (Submission). The
Submission, including the sssertions made, s required by 21 ULS.C, § 1 704(d) and Office of
Nattonal Drsg Control Policy (ONDCP) Circular, (v Coniral Acomonting {Cirenlar), and is the
responsibilily of CHPMs meqagement.

Char roview was conducted scoording to attestation standands established by the Amencan Institute
of Certified Public Accountants. A review is substantially less in scope than an examination, the
objective of which is the expression of an opinson on the assertions in Section B of the Submision,
Accordingly, we do oot express such an opinion us o resul! of our review.

The Imidependent Auditors’ Repors for the FY 2006 financial stitements of the Department of
Homeland Security {BHS), of which CBP t5 a part, addresses material weaknesses related to
linancial managesment, finmcinl reporfing, mmd financlal systems. However, none of these were
attributable to CHP. Repartable conditions mre matters coming to the auditons” attention relating o
siynificant deficiencies in the design or operation of the infemil control over fnancial reporting that,
in the suditors' judgment, could adversely affoct DHS® abifity to record, process, summarize, and
repart financial dita avnalstent with the msertinns by menmgement in the finnncinl statements.
Mauterinl weakneases are reportable conditions in which the design or operation of obe o more of the
mternal control components does not reduce to a relatively low |ovel the risk that misstatements,
amnounts that would be material in relation 1o the finoncial stalements being sudited, may occur and
nob b deteeted within o timely period by employees in the normal course of performing their
nasigned functions.

Depanment of Homeland Security [3-3
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Buosed on our FY 2006 review, nothing came 10 our attention that carsed us 4o helieve thas
nonsgement’ s nsertions included in Section B of the nccompanytng Submiission {Attnchment A) are
pob fuiely stted in all motenal respects bosed on the critena set forth in the Cirgular.

During our FY 2005 review, we did not perform any tests relied to reprogruminings and truns{er
due to what we considered “incomplete erlberia against which to evaluate the subject tnatter, In terms
of measurhility and applicability for multi-mission bureaus.™ However, ONDCP later requested
thut we perform additional procedures in these arcas to satisfy the requirements. Doring the
perlirmance of these additional proceduires, we noded that CBP did not have farminl mecharnisms o
procedures in place 1o imek reprogrammings and transfers affecting drug funds as they ocgur, or to
alert management whim the $5 million threghold is renched =0 that the necessary approvals can be
isbitmined from ONDCP. Ad such, we conducted an FY 2006 review of CBP's handling of
reprogramanings. We nated that the agency now hos & manaal process for tracking reprogrammings.
Huwever, o fommal procedures kave been developed to monage the process. Based on the
information provided by CRP and from our inguiries, ceprogrammings did not meet the §5 milbon
theashold in Y 2006

Also, inoour FY 2005 review we did not test CBIMs comgliance with ONDCP issued Fumd Control
Notkees dug to what we considered “incemplete eriterin against which o evaluate the subject matter,
in terms of measwmbility and applicability for multi-mission barewus.™ However, in our FY 2006
reviow we msked CAP Budget personnel about e procedarnes in place to alent them concerning
eompliance with the Fund Control Notices, They informiesd ui that they monitor drug obligations on
a monthly hasis 1o determine complisce. They slso informied us it obligations o dite were
compared to one-third of the toal drug request o determine whether more was obligated thin
authorzeed by the Fund Control Notice prios o having their financial plon approved. We
recommend that CRF document the procedures wed o muke this determination.

We prowvided & copy of this repact in draft h_nt'EIF. CBPM hisd ni commend o the repor

This report I intended solely far the information and use of CBP, DHS, ONDCP, and the 115
Congress, ind i3 ool imlended 1o be and should not be used by snyone othee than these specified

parties,

Should you huve any questions, please call me, or vour staff may connot James L. Tayior,
[epaty Inupector Gienersl, ot (202) 254-4100.

Department of Homeland Security -
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Attachmant N

DEFARTMENT OF HOMELAMND SECURITY
CUSTOMS AND BORDER PROTECTION
Arnunl Reporing of FY 2008 Drug Control Funds
DETAILED ACCOUNTING SUBMISSION
A Table of FY 2006 Diug Conlril Oligations

[Deflaes o Milicns)

| rimbigarics ]
L1040
TOTAL § 7,29 440

Salate and Expennes $ 1022820
408520
TOTAL § 1428445

1 Drug Mathosalsgy

st tha besss of pied pemctice, fve organizations within Cusioms and Barlar
Prolsetion {CER), the Offcss of Bordar Patral, Fleld Operations; Informaton
Technolagy; Trankng end Devalopment; and CBP A e provided with guidance an
preparing estimatss for the FyY 2008 annual reparing of dnag control funds.  Thess
officas wars ashed by sstimate, on tha basés of thair sxper oginion, what porsan of Halr
mchitties |a retsted bo drug enforoemant, In addiiion, these arganizatang ware Bleo a6
;%mhhm-mwmmm-dhn

Al Fim organizetons dontified resaurces in Meir Saancial plans that supporn the drug
anforcament missian of the agency

QFFICE OF BORDER PATIROL

Thera ans aver 12,000 Border Paiml agents that ars assigned (ks miasion of i
ang apprahending fagal antrants betwesn tho ports-of-entry along ite 8,000 milss of the
Uinited States bordem. These Hegsl anbres inclide alier md diog amugglers, potential
tmrorints, wanind criminais, and persons sseking o ivold Inapection at he designated
port of andry doa io ihair undocumanted statul, Bus prevanling thoir ilegal entry. & has
been delernines Bat 18 percant of B Hial agant firm nislionuids W rsiated io drug

chackpoints naticreide including 529 canins unils irained in tha dalsction of emans and
onvtain Megal drogs that sre concoaled within camgo containem, truck imilars, passsngar
valiches and boma. 1n addition, sgents peron Ene walch Runctions in izmabed border
aroas thal s Fecusnt enbry points Jor the smuggling of drugs and peopls into the United
= e

QEFICE OF FILD CPERATIONS

Tha Office of Cargo Canveyance and Security/Non-Intrusive Inspection Division of ta
Cffica of Fisld Oparations ssBratos that, e of August 2008, e ware 2600 CHP

Depanment of Homeland Security -5
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Cificer posibions it an rlated b dug snforosment called EnSsitemanl Taam Officars.
in Auguat 2003, CBP asiablished 8 Consofiduisd Hationsd Inspectonal Antl-Termrsm
Contraband Enforcamant Team (A-TCET) Folicy, Linder A-TCET, the former Contraband
Enforcament Taam (CET), Manifes! Rinview Liné [MRL), Mon-inirusive inapechon,
Ganine, and Dulbound ke will be unied io vm e single enfomsmeant isam, A-TCET.
Ties A-TCET adso works cioualy wath tha Passanger Enforoemant Rover Team (FERT)
mnd Passangar Analytical Unll (PALY) teams o coondinata all anforcamant acliviiss.
Athough tha primary miasion of the A-TCET teams |s anf-termocam, they will also iocus
cn all fypea of coniraband, inchuding nemotizs. i estimated it 85 percent of the A-
TCET b devolad fo drug anforcemant. Tha amugging mathodologles and Mas indicaton
me balisved fo be simiar ke bofh narcotics and antl-forronism activities,

Az of August 2008, thers was a iolal of 574 Canine Enforcament Officars. Inchuded in tha
fotal ware 320 Marcotics Dedection Teama, 10 Curancy DelecBon Tearms and 138
MarcoticaMuman Smuggiing Deleclion Tasms thal wers nearly 100 parcapt devoted o
smugging ntardician. Alss inclutded in tha tobal, bal ol scomd ko nareolics
arforcamant e 82 Agrculturl Teams, and 24 Explosive Detection Teams.

As of August 2008, thers was aso 14,280 Omer CBP Offican thal in addition (o iha
interdicton of confatand and Segal drgs antsos hundieds of lews and m:;
many othar Federsl government agencies. For axampia, thide sjences. da

Fish and YWidide Service, the Bursau of Alcobol, Tobacco, Fimarms and Explosives, &
iha Bursau of Export Administraiion among many othars, CEP subject mether axpans
extimate that oughly 30 percant of Bwsa cBicen” lim 5 devobsd i drog-relsisd
aclivites.

QEFICS OF INFORMATION TECHNOLOGY

Tha Office of Information Technology (O1T) suppons (he dreg enforosment misson

through e acquisition, and support end malnienancs of Bohnalogy, SUch @ Hon-

i inspection systorrs and musson criical Wngating sofiware systema. O CiTe
50 percent of base of the Enforcement Tachnalogy Center; 100 pancant of

ATE-Marcobes sysiams softeare coste, 50 percant of the Traasury Enforcement

Communications System (TECS) and ATS-Passsnper software costs; and 10 paroant of

datn cepiar oparaiions costs are eafmated in suppart of he drug minson.

QFFICE OF TRAINING AND DEVELOEMENT

Tha Offics of Trening and Development (OTD) arived af ity estmates by reviewing il
ceuress condusisd 1o datermine § e coune contained drug enfonsement relatsd
raimrisd. f e courss waa found bo contain drug releied matsral, the nding atibuted
fo the couse was than muttipled by the drag conbant parcoriage besed an s dng
budgel mathodoiogy. OEwer resolrces wers atributed o drug enforcemant acivibea sl a
rate of 31 parcent based on the diverse natime of OTD's programs sueh 88 aefl-tsmorser
carear davelopmant, and tranaition tralning of he legacy workforcs.

CAE AR and Marine

CEBF Alr's core compsianciss ars air and manna inlardicton, & and maring e
enforcament, and s domain secumty. In this capacty, CBP A and Maring targets (he
conveyancas that ilegaily tramsport nercotics, snme, and aliens across our borden and in
i Source, Transi and Arrval Zones. tn suppon of Sourss and Transit Zone inberdicion
MHWMMMHWHHMIMHEE
fveurs 3 yesr in suppert of Joind Ifemngenay Tesk Force —South. This suppon has been
imyirumisnial in record seizurss owad the past bao jenrm.
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Aihough 80 parcant of tha rescorces thst support CBP Alr and Marne an corsidensd fo
s druig-reiaied, snce Saplambsar 11, 2001, Air and Marine has steadty increased is
support to counter-iemmorsm by developing 8 more cohesive and integraled response o
nistlonal security nesads as wall a8 more amphasis an Diegsl immigration, Cumesrlly, Sir
and haine s cedicating ssgnificant sssats and parscnned in support of Cparaion
HALCON — o USMexico intardiction iniistiva, and suppor io Ihe Offica of Gorder Patmd
i Southwast Border llagal aian inerventon.

2 Methodology Modifcations
Theers wars no methodology modifications snce last yoor.

3 Maberis| VWeakneas of Oifser Findings
Thars wars no matens) weaknessas or olhel fndings by indepsendant sources, or ofher
known weaknesses which msy sffect the pressniadion of prior yasr drog-melaied
obiigatens data

4,  Raprogramming or Transfars
Thars are no reprogremmings or renadens that affected drug-related budgetary resources
in expess of 35 milllon

5 Other Disclosures
Tham s no otfer declosiuies as wa feel am necessary to cianfy any Bsues regarding
the dain reporbed under this circulan,

B, Asssstione
1 Drug Mathodology
CHP asssrts thal the mahodolegy used o siimets dug enforcemant relaied obiigations
ard FTE uisi=afion ls ressonshls snd scoursts. Tha critens associsied with this
sassrion ars 29 follows:
a Data

Tha astirmate of drug enforcement misisd costa B Sased on e methodoiogy
dascribed in ssciion A1 sbouw, and presants 3 fa and acourate piciure of the CBP
e e LR T

b, Othar Estmata Mathods

There are no ather sstimafion methods thal are used e part of the dreg
methodobogy.

e Financal Sysar

CBF's fnancial sistems. are capable of providing data that fairly presont, In al
msierisl respacts, aggregais cbiigations. The crug methodology describead in section
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A 1 sbovw is unad ko estimale what portion of these obfigalions i Masonshly ba
considensd o ba ssscciaind with drug snforcamsnt related sciivites.

2 Appleation of Methodology
Tha mathodology described in section A1 above was ussd to prepan the estimatos
conianaed in this report.

3. Reprogramming or Tranalers

W& changas wam made o CEP's Financial Plan hal eguied ONDCP spproval par the
ONDCP Clroutar dated Agrl 18, 2003,

d.  Fund Control Notices

Tha deta presenind are associaiad with obligations againet the financial plan st Rilly
compliad with Bhe fund contmol netice issuad by the Director of Tha Office of Mational
Dirug Contral Polioy on Saptmmiser 13, 2004

Departmient of Homelond Security -8
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Additional Information snd Copies

T nbitnin sdditional coples of this repart, eall the Oiflee of Inspoctor Creneral
(00 mi (202} T54-419Y, o your request bo (20T} 154-4 305, or visit the 010 web
slte 5 worw, dhagovinlg,

O1G Hotline

To report alleged frosd, waste, abiise oF mBbmasagenient, or mny other dmd of
criminal or nosoriminal miscondect relstive to department programis or
operalions:

& Ul pur Hotling nt 1-BO0-323-K600:

&  Fax ihe complaing ddrecily to on af { 302) 2544203,

&  Fmall v gl DHSOIGHOTLIN |'_'E'.|J|'|l.|,ur, EH

e  Vriie fo um ni:
DES Ciflce of Inspecior Genoral/MATL STOP 1600, Attention:
(MTice of Investigntions - Hotline, 245 Muorray Drbve, 5W, Building 410,
Washington, DT I05TH

The OIG seeks o prolect the jdenthy of each writor and ealler.

Department of Homeland Security D-9
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DEPARTMENT OF HOMELAND SECURITY

Office of Inspector General

Independent Review of
The U.S. Immigration and Customs
Enforcement’s Reporting of
FY 2006 Drug Control Funds

O1G-07-71 September 2007
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U8, Deparetgig of 1ol Sererity
Wasiringiin. DR MI1TH

- Homeland
e Security

MEMORANDUM FOR.  Julie L. Myers
Mss|stanl Secretury
LS, Immifrusion and Cuntortis Enforcement

FROM: .
luspecior Gieerul

SLUBIECT: Enwlepenbeit Raview of the 115 founigrarton and Crstom
Enforcestert s Reporting of FY 2006 Orage Control Fundy

We have roviewed munagoment's sssentions m Seetion B of the sccompanving U.S. hmmigration
i Cuestonns Enforoement™s (105 ) snuusl repent of FY 2000 drug comtrol funds {Submisdon) The
Subminsion, mcluding the sssertions mode, is required by 21 US.C. § 1 704d) and Office of
National Drog Control Palicy (ONDCP) Cireular, Drug Contrel docounting (Ciroular), ond s the
resporgibility of FCE™s munagestont,

Our revaew waw conducted sceeeding to attestation standerdy estublinhed by the American Inatitute
of Cenified Public Accountunts. A review s substmstially less b scope thin o ecamination, the
obpective of wiich i the cxprassion of wn opinion on the sssertions in Section [ of the Submission,
Accordingly, we do ol expross such an opinfon ag 8 result of o review,

The Indeprendent duditors” Repuirt for the FY 2006 tinancial stutirments of he Departremt of
Homeland Securty (DHS), of which ICF is 2 pant, iddresses material weaknesses relnied m
financial manpgement, financial rporting. s financial systems, WE contributed b the tuitirial
wenknesscs related 1o finuncial reporting and haz formudated 4 plan 10 comect these weslinedsey by
FY 2009. Reportable conditiun are mattees coming io the ssditons” sitention relisting 8o ahgnificant
deficiencies in the design or operstion of the internad contrul over financial reporting thal, in the
auditorn” judgment, could sdversely sftect DES® ability o recu, privess, somnanie, and roport
financial data conaistent with the assertions by muonsgement in the finsnclal stobanenis. Mitorial
weknenses are reportahle conditions in which the design or operition if one or mire of the fternal
aantml compunents doe not reduce to 4 relatively bow bevel the risk thud imisstatements, i smeunts
that would be material in nelation o e fnancisl statements being sudited, may ocor snd ot be
detected within s timely period by employees in the normal course of performing their adsigned
(unctime.
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Based on our FY 2006 roview, except for the eifecty, if any, of the material weaknesses, oy deseribed
abuve, nothing came o our attention that coused ws fo believe that mansgement’s assertions included
|l Section B ol the sccompenying Submission (attachoment A) are nod Girly stated in all material
respects based on e critena set forth i the Circalar,

Buring our Y 2005 review, we did oot perfonm any tesis reluted to reprogrammings iod transfcors
duie o whit we considered “incompliete criteria agamst which to evaluate the subject matter, in terms
of meisursbility anc applizability for multi-mission bureaus ” Howwver, ONDCP Inter requested
that we perform additiondl procedures in these arees o suisly the requirements. During the
perforniance of these additional procedures. we noted that ICE $id nol hive formal mechanisms or
procedires in place tw track roprogrammings and transfors affecting drug funds a3 they occur, of 1o
alert managemeont when the §5 milllon threshold is reaichud si thit the necessary approvals can be
obtwined from ONDCP. As such, we conducted an FY 2006 reviow of ICE"s handiing ol
ceprogramimings. W nita) that the ageovy now has 8 munusl process for srscking reprogrammings
Huwever, no formal procedures have been developad 1o manage (he process. Basid on the
infrmation provided by ICE and from owr inguiries, reprogrammings did not meet the $5 million
threshold in FY 2006,

Alsa, in our FY 2005 review we did not test ICE"s compliance with ONDCP issued Fumil Conol
Notices duo to what we considered “incomplete criteria against which t evaluste the subject matter,
i terma of measumbility sml spplicebility for mulii-mission bureats ™ In our FY 2006 TEVIEW Wi
locriced st 1CE s complisnce with Fund Control Notices and soted that ICE has 3 manul process in
phece W track complisnce with the Fund Complinnce Notices. However, this process, identificd
hetow, ik not formally documented. During FY 2006 ICE uificens reconded the type of work
peerformied b the ICE law enforcoment cose mansgement system.  [CE usod the 1o track stotistics for
the annual budigel and compared the budgeled obligutions 1w werul obligitions recerded in the
acoounting system af year-end. We noted that in FY 2007 ICE also started performing this procedure
o o uarterly banis by woll us ot yoar-ond. We necommend that ICE formally docurent the policies
and procedures 1o track complionoe with OINDCP issucd Fund Control Notices.

We providod o copy of this report in defl o ICE. 1CE concurred with the report

This repoft is intended solely for the information amd use of ICE, BHS, ONDCP, and the U5,
Congress, and is not intended o be and should not be wsed by auyone other than these specified
parties.

Should you huve sny questions, pleise call me, uT yorur matT may contact James L. Taylor,
Degruty Inspector Cemernl, of (202 254-3 1040,
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Attachment &

Departmant of Hameland Security
U.S. Immigratien and Customa Enforcoment
Detailed Accounting of Drug Control Funds During FY 200§

A. Iabie of Prior Year Drug Conirgl Obligations
(i Millions)
FY 2006
Dirug Resvarces by Funcilon
Office of Invesi gations 380,762
Office of Intelligence - 13560
Tol Jed. 10
Drug Resources by Dechilon Unit
Sularics and Expamey 184,331
Total 3B4330
Beilosrmmisthun
Total Agency Budgel 3,575, 162
Diug Cantrol Percentage 1%

immigrationand nmmm{ﬁamm-mmmmm ond ohigationa
are reparted pursunnt o an approved drug melhodology. Separmte calculations are
mada for ths Office of Invastigations and the Office of Intalligence,

1} Offica of Investigaiians

The methodalogy for the Otfics of nvestigations is based on avestigative case hows
recoaod bn IﬂE’:amnmqﬂmMmmisymm ICE officers record the typa
ufhmu-m-,-pqhmln this system. Followdng this cose of the fiscal year, & repart is run
ﬁm&qmﬂmgmﬂmmhﬂmmdmmmm narcolics cases and money
laundering nercolics cases. A second report is run shiwing all investigative case hours

linksd o dnug control sctivitizs by he tolal number of investigative case hows. This
perceniags may fluctuets from yearto yaar. Far FY 2006, the parcantags was 30.2%.
To mhﬂﬂmadulhrmnqum. this parcentags was applied to actusl obligations incusrsd
mmmﬂmdmmmmamﬁmmwgﬂmmﬂﬁmmmm
reimbursable a .

Office of Investigations resources s ardire) repodtad within the “|nvestigations™ D
nwtiﬁm:ﬂmﬂme“ﬁalaﬁaﬁ&paﬁwﬁudgmnmhmm i
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2) Offica of Infelligance

ICE amploys the same mathodology for calculating all drug control activities within the
Office of intalligence’s budgel. For FY 2006, 9,7% of the total cass hours for
Intelligance were found to ba in support of drug control activities through an examination
of data moordad |n the Case Managemant System, This percentage was applied 1o
sciual obligations against budget authority gained In FY 2008 incurred by the Office of
Intefliganca far all aciivilles

Offica of Intefligence resources are entirely reported within the "Intalligence” Drug
Control Function and the *Salaries and Expenses” Budget Decision Unit,

Na. 2: Mathodology Modlfications

Tha mathodology for Investigatlars and Intaligence has not changed from FY 2005

In 2008 Immigration and Customs Enforcement (ICE) provided reesonable assurance
regarding its financial controls and reporting pursuant to the Department of Homaland
Securlty (DHS) Financial Accountability Act, P.L 108-330. Specifically, internal controls
over finencial reporting wers designad effactivaly within the scope of the DHS
Consolidated Balance Sheel audit and based on managament's assassments of
intemel controls over financia! reporting. Owverall, ICE was abie fo reduce the number of
material weaknesses from eight in FY 2005 o two in FY 2008, Budgetary Accounting
and Financial Systems Sacurlty.

In 2008, ICE also reported, pursuant to 31 US, C. 3542(d){2)(B), that its financial
system conformed with governmant-wide mquirements axcept for a non-conformance
wharein ICE's financisl accounting system did not inferface with the acquisition and
assst menagemant systems, This did not prevent ICE from effectively managing
acquisition or property management transactions enteared into the accounting system
because reconciliglions were performed to ensure data integrity. An intarface between
tha acquesition system and accounting system has been developed and is expectad (o
be deployed in FY 2007,

ind Inllrffmg ﬁrﬂndﬂ Hrlnqu‘tgr H'rmghnutthu utg:mz:llm'l E‘I:ruch:ml nhangm Mﬂ'm
managemant ware undertaken, including the appaintment of ICE's firsl Deputy Assistant
Searatary for Management Rerp-cqt&nm In the Office of tha Chief Financial officar
(CFQ) ware filled and Director positions within OCFD were alevated (o Sanior Executive
Service positions. The Projact Management Office was established, with responsibilty
for overseeing and monftoring & comprehensive Financial Action Plan (FAP). The FAP
pravided a structure and linkage acrosa all GFO offices, ICE program offices, and
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fingncisl customers. As part of the FAP, ICE developed end implemented infiatives and
carmective action plans © remediste known Eaues and daficiencies.

Afso this year, considerable foous was given to strengthening ICE's intermnal Control
Program. A Senlor Assessment Teamn, comprised of senior managers from both
admintsirative and program areas, was eslablished to provide oversight of Intarnal
control assessmanis, and to serve as 8 forum for discusaing and resolving identified
deficiencies. An antity-lovel assessment of internal controis was conducted, resulting in
an assesament of ICE contrals for standards relsting to Control Enviranment, Risk
Assessment, information and Communication, and Monitoring, Three key financial
reparting processes wera documeanted and tests wers conductad on the design of
Iniarmal controls rataling to hese procassas.

i3 MNa. 4R £

v Rl
FY I008

) Asgrogrammings
FY P00E Baaw & Tranafars Ff 2008 Total
mm-ymwhm

irmligence 2,065 2.000
iniguiohn 381,651 R sra 2
Tolni ¥ IWETT F [LEIE) & a7 B
Druug Assources by Busged Declnion Unit

Salafies &l Expaniss 86,017 2 382,501
Tatal 5 WEOTT & 218) 8 382,801

Ois Mo, 5

M,

B, Assartions

: tion No. 1: Obligati b Budoel Degigion Uni

Nol applicable
Assartion No. 2: Drug Methodology
Tha maihodology used lo calculate obligations of prior year budgetary resources by

function and by budget decision unit is reasonable and accurate in regard to the
workload data amployed and the astimation methods wasd,
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Assertion No. 3 Apphcation of Drug Methodology

The methodology disclosed in this statement was the actual methodology used to
ganerats tha Table

The data presented ane assoclated with obfigations against a financial plan thal proporly
raflects changes from the rescizsicn and from transfess,

Assedion No. 5. Fund Conbrol Notices
The data presented are associated with obligations agains! a financial plan that fully

complied with the Fund Conirol Notice issued by the Director of the Office of National
Drug Control Policy on Seplember 18, 2003
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FY 2006 Acc:mlnring of l]ru.gh Control Funds

Additional Information and Copies |

To abvialn addiienal coples of this repart, call the Chfiee of Inspecior {eneral
(CHHG Y mi (200 2544099, Tax yoiir reqguient fo (302) 2544305, or wiskl the 000 web
slle mi www, dha govislg.

MG Hotline

T'o report alleged framl, wasiz, abuse or mismunagement, or ooy ether Kind of
criminal or soncriminal miscomiuct relative v depariment programs or

T i

Call sur Helline at 1-800- 323403

Fua the cnmplabnt directly to os at (202) D429

Email ms sl DHSMGHOTLINE &dhegov; o

Wirite lo s al
[MHE Dffice of Lnsperior General VAILL STOP 2608, Attention:
(HTeee of Iavestigalions - Hotlime, 245 Muoreay Dirive, 5W, Building 419,
Washingion, IH 2528,

& & @

The (M seeks to protect the identity of cach writer and callar.
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DEPARTMENT OF HOMELAND SECURITY

Office of Inspector General

Independent Review of The U.S. Coast
Guard’s Reporting of FY 2006 Drug
Control Funds

OIG-07-70 August 2007
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UMl o Do Lo’
v Homeland
S Security
AUG 2 2 X0
MEMORANDUM FOR:  Admiral Thud M. Allen
Commancdant
U5, Covst Clumrd
g == Fa
FROM! Rbchard 1. F-kinnai‘:'/ - /:‘ 1‘;‘:"- f{ ~d
Inspecior General
SUBJECT: Indepenident Review of The .5, Const Guard's Reporting of FY 2006
Dirug Comirnl Fumds

Attnched for your mformation is our report, Independent Review of Me US. Cowst Cuard s
Reporting of FY 2006 Ormy Contral Fueds.

Thiz report does not contain recommendations. Therefore, no formal sction is requined.

Consistent with our respoitsitnlity wnder the farprecior Oenmrel Aof, we are providing coples of o
report o appropnate congressionu] commitices with oversight and appropriaticn responsibility over
the Department of Homeland Secunty. The flull report will be posted on our website.

Should vou have sny guestions, pleans cull me, or your staff may contst James Taylor, Deputy
Inspoctor General, at (202) 2544100,
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By of e L ppees)
U Doepumrtsmd of |t Socwrity
Waaminguon, EXC 043K
: Homeland
Secunty
AUG 2200
MEMORANDUM FOR: Abmiral Thad M. Allen
Cotandant
L% Coanat CGunnd
f
FROM: Richand L. suuwa ‘{ ﬂ'-u
Ingpecios Creneral
SURJECT: frdmpessdmel Review of the L08 Coand 3 Guerd Reporiing of FY 2006
Prug Comirod Funds

We have reviewed mamigement’s sasertions in Sectfon B of the accompunying U5, Conat Craurd's
(T7S0CG) wanwal report of FY 2006 drug comtrol funds (Submisson), The Submission, including the
nasertions mode, is reqidred by 2| 11.5.C. § 1704{d) und Office of Natiomal Drug Control Policy
(M DO Cweolur, Drag Contreed dooostiog (Cireuler), ond s the responsibility of SO0
managermenl.

Onir review was conducted in sccordance with altestation standands established by the American
Instite of Cortified Public Accountants, A review 15 substantially bess m scope tham an
examinalion, the objective of which is the expression of un ppinioa on the assertions in Section B of
the Sohmision. Accordmady, we di ot express such in epiiion e o result of our review,

The indepréndent Auwditors” Kepoer for the FY 2006 financial statements of the Depantment of
Homeland Security (DHS), of which USCO & a part, idontified mnterial weilknesses related o
financial management, finmectal reporting, and Anancial systems. USCG contnbuged 1o the material
weaknesses in all three npreus. USCG currently has a remediation plan o cormect these matenial
weaknesses by FY 2010, Reportahle conditions are mutters comningg b the auditors’ sitention
rebating to significan: defictencies in the design or operation of the intornal controds over financial
reparting thist, in the suditen’ judgment, could adversely affect DHS" ability 1o recond, process,
mummarize, ud report financial dala consistent with the sssertions by management i the fimancial
staterments. Material wenknesses ave reportable conditions (n which the design or operation of cne o
mione of the intérmal control components does ot redeee to & molotively low level the nsk that
misstatements, (n mmosmts that would he material tn relation o the financial salerments being
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sudited, may nocur and not be detected within s timely period by employees in the normal conmse of
perfonming their nasdgned funciions.

Nased on our FY 2006 review, except fir the effects, if any, of the material weaknesses, 23 desenibed
above, nothing came to our gttontion duning oor review that eaused us 10 believe thint munagement 'y
pasertivms included in Section B of the accompanying Submission (Aachiment A) are my fnirly
stutedd in all muterial respects, hased on the criterda =gt forth in the Circular.

Drsiing onar FY 2005 review, we did not perform any tests rebived (0 roprogrmminga and nnslen
die to what we constdered "incomplete criferia agamst which (o cvalume the subject matier, in terms
of meanurability and applicability for multi-mission burceui.™ However, ONDCP ixter requested
that we perform sdditionad procedures in these areas 1o stisfy the requirements. In performing theme
widlditional procedures, we noted (hat USCG did nat have formal mechanisms or procedures in place
w track reprogrammings and iransfors affecting drug fundy as they ocour, or to alen management
when the 8% million thresheld is reached so that the pecessary approvals ean be obtained from
ONDCP. USCG informed o3 that they were in the process of formalizing procedures for tmcking
reprogrammings and tansfers. Based on our sddithons] progedures mentionsd above and our review
of the FY 2006 submisszen, we determined that USCO hod developed i formal process for handling
reprograimmings and trinslers; developed polictes and procedures, and begun tracking
reprogmmmings and tromifers. Based on the mformation peavided by the USCC, reprogrammings
did not meet the $5 million threshold in FY 2006,

Adun, imour FY 2005 review we did not 1est USCG s complience with OMBCE issued Funsd Control
Motices due v what we considered "“incvimplete criterta agninst which o evaluate the subject matter,
in terms of measumbibity and applieability for mult-mission boreaus.” Plowever, in our FY 2006
review wie Jooked m USCU"s complince with Fund Control Notices and noted that USCG Tus a
mannupl process in place to track complinnoe with the Fund Control Motices, This process calculntes
ihe iodad g obligitions fom te beginndng of the fiscul year 1o the date of approval of the el
o by ONDCP and compares that with one-thind of the total drug request for the year o determing
whether nbligurinng were greiter o lesser than the reqquest. Based on the process and methodology
insed, LESCC wii in complinnee with the Fond Cloatrel Notice for FY 2006, '

We provided the repont 10 the Coast Guard  The Coont Guard concirred with the repon

This report i interded solely for the information abd wse of USCG, DHS, ONDCP, and the LS,
Congress, umd 18 not intended 1o by omd should mot be used by anyone other than these speciiied
furkies.

Shiuld you hove my question, plense call me, tr your staff may contnet Inmes |- Taylor,
Coputy [nspector General, at (202) 254-4100,
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FY 1806 Duua ConvTroL Fosms
b DETAILED DMBLIGATION SURMISSI0N

{a) Tabls of Prior Year Dirug Control Obligatlons {dallors in millinns)

RESOURCE SUMMARY 2006 Actusl

g Remources by Funetion: (bligations
s Interdiction §1.032913

o Mesdrch and Development i

Total Rossurces by Function S1,003.R00

Thrug Resources hy Decision Unit:

|+ Operating Expenses (OF) $T2.488
s Reserve Tmining (KT 316,075 |
e Acquisition, Constraction, snd fmprovements (AC&L) Eﬁd.?m;

#  Hesearch, Developnent. Test s Evaluntion {RDT&E) R

Total Drug Control Obligations | $1,033 813

(1) Prug Methodology

Erver twenty venrs sgo, e Coest Guund designed il cost allozation methodology 1o
nyrtermaticaily allocate funding 16 the Coast Quard’s primary mission orens. This methudology
allocated Const Guard costs based on the o that Coast Guand resowrces {outter, sircmit, boati,
and persomel ) spent on varlous fypes of misvons. This view of the Cond Cluard hudyel
provided vahmble inmght into the nolti-mission uee of st and perionnel, However, for many
vears the oaly informution tnken into consideration was the previous yeur"s opetetional sctivity.
Prior tor [958, opemtional data {resource hours) and ohligation data were downloaded only at the
enwl 0f the fiscal year W develop mission cost nllodstions for the year just comploted and
budgetary projections for current and futare yewr taking inte secount incremental chonges,
Today, the methodolegy amd software have been updated 10 take advantage of improved
technulogy. Further, the Coart Guard has developer an operating honr baseding as & method fo
iilloeate remirce Ry Tr ducl resource Clida 1o matltiple Consl Gaard - missions. This s the
refvised basks for funding allocations in budget projections. The eperating hour allocation, or
hestline, i developed and modified hased upon line flem raguests, congresshons] direction and
nidirmel pricrities

The Coest Ciuard™s drog control funding estimales are compuied by chosely examining the
decision units, or appropriatiois, thal comprise the Coast Guard's drug eontrol butget estimates
These decizion unils cotsint o Operting Exponses (DE); Acguisition, Construction, and
:EI[R_:_:HnFumt [ACETY Resarve Tratsnng (R mhad Research, Dvelogiment, Tesl, anmd Evaluibin

IT&E).
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B, DETAILED DBELIGATION SURMIRSHN

(1) Drug Methodology {(Contlnued)

Engh detision unli contains ity own unigue spending suthority and methodology. For
cxumple, ACEL wncludes funding that can last up to five years after appropriation and ROT&E
funding does not expire, OF and RT funding must be spent in the fiscal yenr it is appropristed
nnd therefore the methodology for these two gppropriations is the same.

Operating Expenses

The mayertty of the funds the Coast Guard allocazes to the drug interdiction program are in
the Operating Expenses (OE) deciston unit, OF fumis are used to operate Coust Guard fucilities)
maintain capind equipment; frmprove management effoctivensss; and recrit, traln, and sustim an
sctive duty military and civilion workforee. In the OE budget, the amount allocated to the drag
interdiction program i+ derividd by allocuting a share of the actual expenditurss basel tpon the
ot of time iroraft, culters, and boaty spent conducting drug interdiction aclivities, The
£ 0mst Guard tracks the resource hours spent on ench of the || Coast Guand progmms by using o
web-based Abstract of Cperations { AQPS) datn collection and report system. Coast Gruard
ACHPS duta v used 10 develop the amount of time that each nsset class spont conducting each of
the Clonst Guard s mibssdons, Using finsncial data gathered from over 3,000 cost centers around
the United States along with the Abstract of Operdtions information, the Coast Guard bs able o
allocate OF coati to ench of the || program arewl conssting of Drag Interdiction; Mijgrnt
Interdiction; Porls, Witerways and Coastl Secunty; Other Law' Enforcement! Defense
Readiness; Seurch and Rescus: Marine Sately; loe Operations, Marine Bxvirommentsl Prodection;
Living Manne Resources; and Acda 1o o gation,

Acyuisition, Constroction, and Improvemecnts

In soorng drug conteol funding requests within the zoro-based Aoguintion, Constrisction, smd
Improvement { ACSL) decision wlt, professional judgment ia usid (o evaluaie every ling dem
requested in the FY 2006 AC&T budget for its anticipated contribution to Coast Guand's | |
progran aress, Far csch AC&T project, a discrete driver (s sclected to allocate the funding for
that project io the varous mission sroas of the Coast Guand.  In most cases, the driver Ls the
percentage of time an asset contributes 1o the druy control mission as determined from the
OFE/RT Mission Cost Maodel IMOM). Otherwive, when a project 1= not reliated to any particular
assel of series of awet olassen, the praject fund may benefit Coast Guard’s entire inventory, the
general OF AQPS MOM percentage is utilized. As with the other three sppropriations, once the
program pircentage spreads are compuled for cach of these doivers in the FY 2006 AC&] MOM
the total bottom-line mission percentage is applied direatly to the AC& ot dinet ohligatiom.
After further review of previous years AC&T druy accounting methodolegy, this improvement
wan sdopted for two fundemental reasons: (2} to present horw total 2006 AC&] mult-yer
abligations wpport Cossr CGuand®s durrent state of operations mther than dated mission spreads
developed when prior year funding was first requested and; (b to maititiin a repeitable mission
spread process used throughou! annual budget vear presentations, OMB's MAX budget system
nnd the CFO"s Srement of Met Cost neports.

B
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(1) Prug Methodology (Continued)
Heserve Tralnlag

The Cogst CGumrd allocates o portion of the Reserve Traiing (RT) deciaion unt funds to the
druy, interdiction progrom. RT funus are wsed to support Coast Cluard Sefected Reserve
peesonng] who support and operntz Coast Cuard (cilities, mairsin copital equipment, improve
mpnagement effootiveness, and aksist in sustaining all Coast Guurd opesations, The nctual FY
20l obligations for the BT decision umit is determined using the seme methodoliry wsed for
OE,

Hesenrch, Development, Test and Evaloation

The final decison unit {s Research, Devalopment, Test and Bvalustion (RDT&RE). As with
the ALK Appropriation, scoring of drug interdiction fanding is sccomplished within the zero-
based RDT&E docinion unit and evety line Hem requested in the FY 2006 RIT&E budiget wis
cvaluated for its antscipatod contribotion ta dng mterdiction efforts. Each ROT&E project, bas a
ilinerate driver that is selected (o allocate the fundiig For that project to the viitous mission ideas
of the Coast Guand, These drivers are based spon expertenced professonal judgment. Onee the

Unique progenm driver 13 chosen the progrem percentags spreads ai determined from the QERT
Msmion Cont Maodal (RO},

(2) Methodulagy Modifications
The mothodology descrbed abowe has ot een modithed from the proviss year

13y Material Wealinesses or Othor Findings

As a resull of the CFO Act sudil, the Cosst Goasd recerved matenal weakoessen in financisl
rmumagement, linancial reporting and financial systems thut impact the ssssrunce of information
i our foeneis repors. As soch, we cnndsid piovide assusanees ma 1o the integnny of the
fimancial dain comtmined in s report. Also, o o result of o separate nudit refating Ao the
Suement of Net Coat (SN report, the Coast Cuard has recetved spocific audit findings
reparding the Lyt procosses [SHUFM, AMMIS and ACPS) that directly affect the mission cost
mionclel cutpat reports. The SNC sudit found that these input proceuses hid nol been dequately
discurmenied and did not have uppropriste intermil controls to support the existence, accurmcy und
coympieteneas of this fnancia] information, The Coost Cruned currendly feos an aggressive
remediation plan to comeot these mterial wonknesses over the next sevemnl yeam

{4} Beprogrommings or Transfers

N reprgranimings of transfers of drig relabed budiget resotiress in evosss of the ONDCT'
$5 miltiss threshold occurred during FY 2006,
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{5) Other Disclusure

The following provides i synopsis of the United Stdes Coast Guord's FY 2006 Drug Control
Fumils roporting which describes:

|. The agency's oversll mission aml the mole of drug intordiction cfftrts within the Coisl
Cinands multi-mission stracang,
2 The Coast Ouaird™s drug control budgst subimision.

Coast Guard Misslon

The Cosst Geand is a military service with mundated natonal secunty and notional defense
respommibilities m addition @ beng the United States” lesling maritime law enforcement agency
with beoiad, multi-faceted jurisdictional suthorty. The Coast Grmad is @ mlt-mission maritime
servitce conasting of | | complementary program areas: Doug Intesdiciion; Migroot lsendiction;
Porty, Waterseays sind Coasial Secunty; Other Law Enforcement; Defense Readinces; Bearch and
Respue; Miarbie Salety; loe Opemations; Manng Environmental Priotection; Living Mornne
Resirves: and Aids to Navigation

The Couwst Guard faees many of the some challenges aa the ofher four iy services wion
it comyes W deciding which issets shouli] be deploved for what missions e whese This is ot
only true between the broad categories of mizsions, bat aleo within sub-sets of the various
ilssions the Const Guard undertakies. For example, assels used (or the Enforcement of Luws
il Treaties most ba divided between dmg mterdicnion and migront inemdiction, gs well 1
enfirrement of fisung regulaticns and intemptional treotes. Due 16 the aoilbismission pefure o
the Coast Cisord and the necessity o alloate the effort of o finite amound of esets, there (s g
considerable depree of isset “croas-over™ hetweon the missions.  This cresover contributes to
the challenges the Coast Guand faces when reporting costs for ihe vanous pussion anes,

!'Eﬂ ﬁIII:II'I EI:II .Hﬁﬂ

In the wnrun] National Bruy Contril Strategy (NDCS) Auedget Summary, ail dgenitios prosont
therr drg control resotroes broken ot by function, and decléion mait. The presentstion by
decivion unit 1s the one that vorresponds most closely b the Coast Guard's congrossiont budget
submilisions and appropristions. It should be noted and emphnsized that the Const Craand does
ot have a specific appropriation for drog intendiction activities, All diuy intendigtion eperation,
apital imprrements, roserve suppor, and research and development efforts are famded ot of
general Coast Guard appropristions. For the most part, the Const Guand drug control buidyot in o
meficetion of the Coust Guord s overal]l budeal, The Coast Cuird s Operpting Experses

budge! request 14 incremental, focuning on the changes from the prior year base
hrught fisrwand.  The Cloest Guatd contitues W0 present supplementary bldget infomation
thrrsch the wse of o mode, which ailocaes 8 hase fonding and incremsental requists by
k|,
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(%) Other Discloyures (Cont.}

This geseral purpose Mission Coat Model serves as the basip for developing drug conteal
budget ustimates (or the OF and BT appropristions and provides allocation percentnmes uned to
develop the drag confrol eatimutes for the AC&] ond ROT&E sppropristions. Sumdwry, this is
the methodoloey used fo compiele our pemn! submmission o ORDCP for the NDCS Budget
Summary,
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BIL ASSERTIONS

(1) Obligations by Budget Decision Unit —5 0 Ad o multi-mission agency, the Coast Gudand
in exempt from reporting under this sechon as notodl 0 ONDEP Circular Svug Contrnd
Aecminiing, Sections &a {1 ) (b}

(2) Drug Methodaloiy

Thi following methodology wab applied to denive the drag control informition presented in the
table in section A, The information reported is imely and is derrved from an allocation process
vl ving the Cobst Gusnd®s sudived fromcial statement information.

The Coest Guard docs nol have & discrete drsg eootrol approprntion and its fimancial sysiems are
not struotured to secomudnte accownting data by operating programs or missions aress, Drog
control Tunding dats s deveboped using & systermatic process for the OF and RT approptiationa,
md & combinntion of project anndysis, subjoct matter review and OF-basod allocntions for the
ACET pnal RDTEE appropriatioos.

Data: As outiinesd in he previows section, the Coast Guard reports its drag control funding to
CISDICE for ench of the four spproprinsfions or decision anits. The mechonics of how ench
Wecision whnit's drug control dota is derrved as follows: '

*  (perating Expenses (OF) and Reserve Tralning (RT) - Budpet Auwthotity or Expenditunss
are alloonted to the miswon sreas of the Coast Guand based upon the output of & Mison Cost
Maodel (MCM). Thin is basically sn OF expenditure driven model that ls used in presenting
the mission bascd duts shown in the OF and BT hudget sybmissions across the 11 Coast
Chunrd programs. The fallowing doin sources feed the FY 2006 ORWT MOM:

1) Coge Agcounting System (CAS) - FY 2004 expenie dats hroken dowi by cost comter,
wnf name, allotmient fund code, and doflor pmounl. This daias @ aidited ommunlly @ part
ool thwe Chiel Flmneial Offfoers Act nudil proces, These expenses are fed indo (e
Stnisdnrd Rodes o |lsze Fees Modal (SRLIFM), along with Coast Ousnd”s operating cosl
roports of the Engineering Loglitles Center (ELC) and Copil Ouand Yool aml the vos) per
Might o neport from the Atrcraft Repoir & Suppont Center (AR&SC), The SRUFM
wsss an actvity-based methodology 1o asstgn and allocate expenses to the Crast Guani's
anaets nnd cortain non-nssct intensive midona, such as Mienne Safely, The reuulling
total cosd pooly serve an ane of the major tnputs 10 the Mission Cost Model, If current
yenr SRUEM dain is nadt pvnilable, the previods yeir total cost poods ure adjusted 10 fit the
relevimt flugal yenr's el inventory. For example, the FY 2006 achual expetises Mission
Cod Model wses BY 20080 fimneoind date, odjusted o reflecs chmnges in the Coast Guand's
difised imvisstory from FY 2004 5 FY 2006, The SREUFM Is reconciled fo the Coast
Cunrd"s Siaternenl of Net Cosl,
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(2) Drug Methodology (cont.)

E,nn].u:lu L':ﬂu-{El.t'} and l:'nm Gum'l ‘J'nr:tn.l Hnllmm operate 1 stand alone
financial system, Similar to the Core Accounting Sysiern, WESSS datu ks broken down
b oot center, unit nam, allotment fimd code, and dollsr amount. NESSS expende data
w9 fed imtor the SEUFM and allocated to Coast Cunnd assets and cortidn non-asset
intennive missbony, NESSS fnnnsnd dat it incloded in the Coast Guaand s awldited
financinl stafements

1 Avistion Mainienance Managemeni Informaton Sysem (ANMMIS) - The Coas Guard
Adrerait Repiir and Supply Center in Ellcabeth Clty operates o stand alose finzniial
sywiem. Similar o te Core Accounting Systens AMMIS data i brokien down by cost
cerder, unil mamma, allotient fiond code, and dollar mmeount. AMMIS expense dika ls fed
into the SHUFM and allocatod o Conat Guoard ssaets snd certain non-gaset inténsive
minsions. ANMIS financinl data is nciaded b the Const Guird®s mikited fimmmcinl
sfElermeTia.

4 A 1 il i OPS) = ADPS 18 0 web=based information
swatem that reports how an asset {aircraft, boot, or cotier) wan utilmed across vanous
misaions of the Coast Cuard. Each tnil of sctivity that perfoems a miszion is responsible
fior mncluding the resource hours in the Buschine and AQFS database,

%) Oiiber Expensgs - The drug reloted pisces thst feed this arca of the maode] are the Tactical
Law Enfircement Teans {TACLET). the Law Enforcoment Detucmamits { LEDET) ard
the Special Projects. The percontago that drives the TACLET /LEDET resource areas are
compazied froem tissm deplosmeist days divided by the tital deployment days: in the fisal
wear for the drug interdiction mission, The Special Projects percentage driver is
forrulated frvm o professbonal judgmest o howe funding s weed W support costs relited
to counter-lrug operations such = Frontier Sheeld/Frontier Lance o3 well 4= linisor costs
forr Comut Ciuard"s Orpuntized Drug Enforcement Trsk Foroe (OCDETF),

6} Misuron Cont Model (MCM) Application & Results —The rwa chicf input drives ta the
MM are: 1) The financial costs of ench Const Cuard nsset mnd othier oxpenses ireas,
made up of diroct, support snd overbend coitr, and, 2) The projected 2006 beseline and
AOP'S hours, The support und overhend costs for ench nsset and other cxpenses clemeatt
s applied 1o houry projectad from the 2006 enscted baseline. These costs are reflective
of the muee stutie conditions of Coast Cuand operations relabive to the sopport fimotion
wned pdmenistrative oversight, The direct conts are upplied 1o the final ACH'S bown to
shovw the dymmmie Bow of operutivas experienced during fiscal vear 2006, The overall
gt of the computed from the static haseling and ihe reality of ACPS results in a
petcentipe to drive Const Ciunrd OF expenditiures allocsted perovs 11 progrms.
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i2) Drag Methodalogy (cont.)

*  Normalize to BA or Obligatlons — The program percentages derived from the MCM are
thes appliod 1o tom] OF and RT fiscal vear 2006 budpel sithorty or abligations [soc
Adtschments A & B respoctively) depending upon the reporting requirement. Budget
Autlority Is derived from the agency’s atnual enscied Appropriation and expendlture data is
derived from the final financiul scovunting Report of Budpet Execution (SF-113),

*  Acquisition, Construction & Improvements {(AC&1) — ACK| 15 & mult-year appropristion
whaere funding is availuble for up to 5 vears depending on the nature of the project, The
methodology used to develop the drug tunding estimute iv systematically diffarent than that
uf OF and RT. AC&I druy funding levels, for cither BA wr obligations, 4 developed through
an analvals of cuch projectline item. For each ling lent, a discrete deiver is selected thut best
approximates (he contribution Uuil asset or project, when deliversd, will contribule 1o sich of
the Coast Guand's 1] programs. The total progmm'mission ares spreads for thiese drivers are
basied on the FY 2006 AC&] MOM outprst. To ensure éonsistency, the extmct used for the
anndyas of ennctod FY 2006 BA is uied for the ond of year analysis of obligations as well.
For FY 2006 ACE! program anmd mission ares spresds, thi mllowing dels sources and
methody ware used:

1y AC&L Mission Cost Modal — wis developed hnsed on datn feads from the FY 2006
DERT MUM model a1 related in carller OF and ACLT statements. The following dna
ety were than required 1o-complete tee AC&ET MOM:

2} Drug reluied pereentaite — The percentige spread [or cuch driver was eitracied [rom the
OF MOCM. This information was further analyzed to:

() Ensure o discrele driver representing either g paniculsr pszet, senies of assoms or
mission wai applicd o each projoct or,

(h) A general OF percentage driver wias used when the profect’s sutcome wus
expectad b benefit all inventory andior agency needs.

1y Mission cost resulis‘application - Onee the project drivers were extrcted from the OF
MCM, they were applied to the total AC&I BA lovels derived from the agency's enacted
Appropriation Bill in the FY 2006 AC&L MCM, The tatul allocoted mission percentages
from the AC&| MOM were than appliad to the total AC&T 2006 obligtions as reporied
from the CAS ai of September 3, 2006 face Altachment C).

*  Resrarch, Devolopment, Test & Evalustion (RDT&EK) = ROT&ED is & noeyenr
appropriation where fisnding, once approprated, may be obligated indefintely in the future
until all halances are expended. The methodology used 1o develop the drug-fending estimate
1= similar o AC&] in that drog-funding costs are based on an anulysis of sach project. The
progmam/mission mren percentnges are hased upon subjoct matier cxpert reviow.
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(2) Drug Methodoloygy {cont.)

1) RDT&E Migsion Cost Model — wis developed bused on duty feeds from the FY 2006
CHERT MUM mesdel o raloted in cartier OF and ACET sntements. The following dats
sty wers thai reguited fiv complite the ROT&E MUM:

4 Drug related pereentags ~ The percentage spresd for zach driver was extracisd from the
OE MM This miormation wis fierther noalveed io:

8 Ensure o drucrele drver representing either o particulnr asiet, senigs of isscts of
mnesom ws applicsd wr oach project or;

bl A penemi OF percetage driver was used when the project’s cutcome was
enpoctind 1o bensefit all inventory andior agency needa.

3) - Mizssion cout resslia applisition - Onee the project drivers were extracted from the OE
MM, they ware applicd to the total RDT&E BA levels derived from the agenay's
enacted Appropristion Bill in the FY 2006 RDT&E MCM. The total allocated misson
percentuges from the RDTEE MCM were than applied wo the otal RDT&E 2006
vibligitions e reporied from the CAS 28 of Septamber 30, 2006 { See Attachment ), BA
vhata ia derived from the ugency’s enacted Appropristion and expenditure dota is extricied
from & Finanoe and Procurement Dedcop (FPDY) imnsaction summary report by project
Thits revided mpplication fom previous year's methndology better defines the current
state of Caast Guard operstions and the manugement of it's personnel and nasot
ImvenbErnes

Other Estimation Methods - Where the MUM sllocites i perventizge of time/effort expended bo
a given ACE| project/line item, in some cases changes were maide to better represant the drug
costs assnciated, As noted in the AC&] and the RDTAL methodolopy, experienced professional
Judsgnent 4 sometimes wied to chinge a driver based on specific knowledge that a resource will
bz e differently than the hissorical profile Indicates. An example of this would be in the
chunge in the nitocation of réseurce hours sssociaded with o new Greal Lakes icehroaker. In the
paiit, iechreakiors have didicated u mujonity of their armunl resouree hours (o ice hrelang with
itz remainder of the innual resource hiours being allotteld o0 enviroomental cespomse. The now
roehreaker is bang destynad ss mote of o mudi-mission sset that will be taskod with aisls ta
navigation, marine safety, and search und rescue and aids to nwvgation imissions in sddition to its
ioe breaking activities. This change requires thal the MUM allocition for this resource be
manually wljustod, baded on professional judpment, 1o refiect the change i the planed
operating profile for the new fochroaker

Fimancial Systems — Duta i derived from CAS, BLC, Const Creard Yand systems. No other
financial syitama or information are usad n developing program or mission anea alloeations.
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{3} Application of Drug Methodology - The methodology disclosed in this section was the
actunl methodology used 1o peneraic the table reguired by Section A Documentation o
each devision umit i provaded,

{4} Reprogrammings or Transfers = No reprogrammings or transfers of drug celated budgot
resources in excets of the ONDCPs 33 million threshold occurred during FY 2006

{3) Fund Control Notices ~ The FY 2006 data presented herein i associated with obligstions
reporitd in Coant Ouard's FY 2006 linancial plan that fully complies with all Fusd Control
Moticos issued by the Direclor under 21 U 5.0, Section 17034{f) and Section ¥ of ONDLCR
Circulor, Fudper Kxeciution, dated April 14, 2003

Lreparmment of Homeland Security D-31
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f.  Search and Rescuo (SAR)

1. Marine Safety (M%)

3. Adds to Navigation (ATON)

4. lee Operatbons (10}

5 Marine Environmental Protection (MEP)

B Living Marine Hesonress (LMR)

7. Drug Interdictiong

. her Low Enforcement (07T H-LE)

9, Migrant Interdiction

10, Ports, Watérways & Constal Security (PWCS)

1. Defense Beadineis

Attnchment A

OPERATING EXPENSES (OE)
MISSION COST MODEL OUTPUT:

(eloklae b haassainds)
FY 2k
Obligition Vs ol total

579,880 10.67%
516,844 2.70%
G{H), 740 16.58%
86,337 1.59%
132,420 144%
490,779 2.03%
752,188 13.84%
68,951 1.2T%
317441 584 %
1,206,508 21.20%
371500 .84 %%

Total OF Obligations

$ 5431589 100%

Deparmment of Homeland Security
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Attuchment B
RESERVE TRAINING (RT)
MISSION COST MODEL OUTPUT:
{dollars i thousands)
FY 2006
Obligations % of tutal
1. Senrch and Rescue (SAR) 12,354 10.67%
1, Marine Safety (M5) 11,224 9.70%
1, Adds to Navigation (ATON) 19,189 16.38%:
4. lee Operations (10) 1,840 1.59%
5, Marine Enviroumeutal Protection (MEP) 1,871 2.44%
. Living Maring Resource (LMR) 10,456 D.0K3%
7. Drug Interdiction 16,025 13.84%
K Other Law Enforcement (OTH-LE) 1.469 1.27T%
%, Migrant Interdiction 6. 763 5.84%
10, Ports, Waterways & Coustal Security (PWCS) 25,702 22.20%
11, Defense Headiness 7914 6.84%
Total OE Obligations] 5§ 115,757 100%,
12
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Attachment C

ACQUISITION, CONSTRUCTION and IMPROVEMENTS
MISSION COST MODEL OUTPUT:

{dollary in thousindui
FY 2k
Oblkustlons % of total

I, Sesrch and Resoue (SAR) 100,434 1LAT%
L Marine Safety (MS) 22192 2.62%
Y Adds to Navigation (ATON) 30,227 A5T%
4, lee Operations (1) 4,662 0.55%
5, Marine Environnental Protection (MEP) 15,679 1.85%
6. Living Murine Resources (LMR) 135847 16.06%
7.  Drug Interdiction 164,700 J0.28%
8 Oher Law Enforcement (OTH-LE) 19,137 1.26%
W, Migrant Interdictian 94,803 11.20%
1. Ports, Waterwuys & Coastal Security (FWCS) 112,453 13.29%
11, Defense Readiness 45,988 544%

Total OF Obligations| § 846,121 100

13
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1. Seorch and Reicus (SAR)

1. Marioe Safety (M35}

3. Adds to Navigation (A TON)

4. Tee Oparations (10}

3, Marioe Enviroomental Protection (MEP)

6. Living Marine Resources (LMR)

7. Drug Interdiction

N Diher Law Enforcement (OTH-LE)

B, Migrant Tnterdiction

1. Ports, Waterwayy & Coastul Security (PWCS)

11. Defense Hendiness
Total OE Obligations

14

Attachment D

RESEARCH, DEVELOPMENT, TEST and EVALUATION
MISSION COST MODEL OUTPUT:

Obllgatinn T il ol

{dollars 4n thowsanda)
Y 2k

1,612 9.21%

3,025 17.28%

2,757 15.75%

s6 0.49%
6,374 36.40%
439 2.79%
900 S.04%
132 0. 75%
M7 1L.B1%
1.447 B.26%
370 2.11%

17.509 100%s

Pepartment of Homeland Security
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Additional Information and Coples

T'n abeinin aidditinnsl coples of this repart, call the 0T of Inipecior Ceneral
(NS mi (2ARY) 25244199, Tax your request o (2002) 2544005, or visdt the OIG web
albe al werw ilhagovialy,

016G Hotline

To repart alleged fraud, wame, alise or mivmansgement, ar nny other kind of
crimimsl or nomoriming mscondect relafive o departmesl programs oF

upr.rllllll:

C bl vaer Hotfione si | -Riid 12 Roud;

Fou the complaing direstly o us ol (J02) 254-4293;

Ennil us wi DHSOIGHOTLINE @ ks, govy or

Wrkly to sl
EHE CHlice of Inspestor GenerntSEATL STOPF 16, Atientimn:
(HTice of Imvestigaiions - Hatlime, 245 Marray Drive, 5W, Bullding 410,
Wnnhimgpton, IHC 2E1R,

Tl OV seeks bo uratect b bideatity ol esch writer und eallir.

Department of Homeland Security
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Department of Justice

Bureau of Prisons
Drug Enforcement Administration

Organized Crime Drug Enforcement Task Force
Office of Justice Programs
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U, 5, Depariment of Jusifkee

:J

J Office af the fspectior CGeneral

MM 30 00

Mr. David J. Rivait

Assochile Direcior

Office of Planning and Budpet

Office of National Drug Control Policy
Washingion, [xC. 20503

Dear Mr. Rivait:

This letter transmits the FY 2006 atiestation review reports from
the U, 5. Department of Justice. The attestation review reports, along
wilh the annual detalled accounting of funds expended by each drug
control program agency is required by 21 U.S.C. § 1704{d), as
implemented by the Ofice of Nallonal Drug Control Pelicy Circular, Drug
Control Accouniing, dated April 18. 2003.

If vou have any questions, please contact me on {202) 616-4633 or
Mark L. Hayes, Acting Director, Financial Statement Andit Office, on

[202) 616-4660.
Sincerely, W
| _)lmd{'
Guy K. Zimmerman
Asslstant Inspector General
fior Anckil
Enclosiires

Department of Justice E-1
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Lee J. Lofthus

Assistant Attormey General
for Administration

Chief Financial Officer

Justice Management Division

Mikki Aisatt
Sentor Budgetl Polley Advisor, Budget Stail
Justice Management Division

Melinda Morgan
Direcior, Finance Staff

Justice Management Division

Jonathan Mattiello

Budget Analyst, Budget Stall
Justice Management Division

Diepartment of Justice

E-2
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lodependent Accountaiin® Rejpor

Asuiwant Asrmey Coneml for Admzisoalion
LLA. Depnrarent of hudtice

Itispecior Licneral
L5, Depariment of justice

We have reviewnd the sccompanying Table of Drug Conerol Obtizations and retaned lincloires
of the L%, Departreeil ol Jusice's Baireas of Prisons (BOF) by the your anded September 31,
i Wie have slio reviewed e sccnmpanying Manegement's Assertion Statsment for Fiscal
Your Ended heptember M), 26 BOP'y manngement s tespomsible for the Table of g
Cantitena| Cihblgatliome, neliesd disc hoamenes amel ihe nssertian.

Chur reviesy was conduded tn weoordunce with sttestitlon sandards extubiished by the Anserican
Enstinme of Cenalicd Pubbc Accoumtamy, amd spplicable: sundbedy comtibned in Cropernmpnr
Aiiiitng Sdosdeeds, boeld by il Cisnpleller Ceneral of ihe United Sinbe. A mevlew
sebmtantially bess b scopm Mion s examinution, the shjective of which ks i expreslon of an
opinson on the Tohle of Drug Comtral Obhigations, related disclosores and manmgement's
miaerlon, Accovdingly, we do nob exgeest vich s oplnkoa

Mamagrermen of the BLWP propaicd the Table of Dirug Comtrol (Ohiigntis, refated disclears amsd
mmnugement'y assertion in pecoslence with the requircmsis of the Office of Mufional Dy
Cowtrol Policy ((NDCF] Clrowlar, Desgg € omirad Socounting, dated Apnl 15, 2003.

Bizicdd o atsr roview, riojhing came 10 ol stestion thits cansed s 70 believe that | L) the Trble of
A Conirol Obligstions snd pelated disclowsres fior the yrar ended Seprember 30, 7006 are ool
preseited, i wll material mapech, in conformity whty ONDCP'S Circulor, Drig Comred
Aperwring, duisd April 1E, 2000, or ihst () manrgement’s asscrtion referred 1o ahove B ot
H'f}'nﬂr&,}nlﬂnﬂiﬂﬂmpﬂﬂﬂhﬂlﬁhﬂﬂlhﬂhﬂﬂ'linm[[frnﬂ'wnhqﬂllt
ol ooty daisd April 1R 2000,

This report o imdenched solely s ihe information and wee of the menagemerd of ihe 115
Deépantiment of Jostioe. the U8 Depsriment of Jistos Office of the Invpector Cenerl, the
ONDCP, nnd the 1L%, Congress, and i not intended w be and shoubil not be wed by anyone other

ihan these apecifiod parties,
KPMe P

Depurtment of Justice
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LL.S. Depariment of Justice
Feders! Bureau of Prisons

Bursau of Prlisocanm
Management's Assertion Statament
For Fiscal Year Ended September 30, 2008

tn the basis of the Buresld of Frisons (BOP} management c=ntrsl
program, we a=tert that the BOP syster of accounting, uss of
#ftimatan, and aystem of [nternal contreols provide reascaable
AFsgran== thar}

lv Obligations =eportad by bodget decision unit are the actual
obligatlons from the BOP's accoimting sysram of recard for
thase budrst decigion units.

2. The methodology ussd by the BOP to caleulste cblins-iors of
budgetary rogources by futetlion 8 roasonable and ascorate
in all mazterial aspects.

1. The méthodology disclossd In this stateament was the actual
methodology ured to gencrate the Table of Orus Cont el
doligations,

4. The dnta pressnted are azmooiated with obligaticns igainst &

fipancial plan that did net redquire revislen, 1.w., fot
TRprogriaeinis or tranafers, during the fiscal year

B. BOP did mot have any Office of Matianal Drug Control Follicy
IOHDF) Fond Control Hotlees issued in ©Y 2006,

We have docusent=d the methodology used by BOR to idencify and
accunylats FY 2006 drug ~ontrol sbligations in the Table of Drug
Captrol Oblinations and accoacanying dizclosures ln avevrdarcs
with the guldancs of ONDCF's Tiecular, Prug Control Accounting,
dated April 18, 2003, The BOP drug centrol eethodology hes hean
consistently applied fean the previcus year,

M‘ !‘; j LEraainn

Bruce K. Sapser fiate
Assiatant Directol
for Adminlagzal len

Departinent of Justice F-d



FY 2006 Accounting of Drug Control Funds

U.%. Pepartment of Justice
Bureaun of Priscons
Table of Drug Control Obligations
For Fiscal Yeir Ended Septembar 30, 2006
iDollars. in thousands)

Ectugl FY 2006 Obligations

Prug Tbiigations by Funrtion

Trear=ant $65. 612

TOTAL Bd, B3z

Drug Obllgations by Decision Onit
Inmate Cars and Prodrams §2.212

TOTAL 82, 632

Drug Resour=ss Pacscnnal Summary

Tatal Fall Time Equivalents TTEs (Direct Oniy) A6k
Informat {ian

Total Agency Obligatlions (Direct Only)® 4,995, 0FES
Drug Percencage i

*Direct abligations for Salaries ané Fapenses and Bulldings and

Facilitiss Appropriations,

Drepartment of Justice
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Hiscloguyge Ho L. Drya Contiol Methodology

The mission of the Bureau of Prisons (BOP) is to protect socisty
by conflning offenders in the controlled environpents of prisons
and community-based faclilities that are safe, humaneg, co=t=
efficient, and appropriately secure, and which provide wark and
athor salf-isprovssent oprortunities te asaist offenderm in
becrming law-abiding eltlizans,

The BOP'a drug resourcss are dedicated rne hundred perce-t =0 the
deug treatment program. The Drug Treatment Program inclides:
Druy Program Scroaning and Ascessment; DruglAbuse Bducatlon: Bon-
Hesidenfial Trug Abupes Treatmant; Residential Drug Rbuse
Treatment: and Communlty Transitional Prog Abuse Treatment., All
drug-related resources support the Natlonal Drug Control
Strateqy, core prlority of “Healing America’s Drug Vagrs".

The Tabie of Drug Control Obligations wam preparsd in ac-ordance
wirh the Collowlng GIfice of Mational Denig Contral Zalley (ONDCPR)
circolar: Drug Control Accoonting; dated Arril 18, 2003. The
table reprasents obligarions incurrod by the BOP for druy -ontrol
purposes. The amsunta are nat of all reimbursable agresments.
The BOT receives dres coptrel funds solaly for the purpose of
drug treatmsnt,

bata = All accounting information for the BOP is derlived
freen the Department of Justice [(0J) Financial Managsmant
Information Syatem [FHISZ). FY 200% actual obligat:.ona for
Drug Treatmant Proorams are feportsd as Drug Contre.
Obllgations since the eptire focus is druc related.

Eipangial Systemg = The FHISZ ls the DOJ linadcial systen
thet provides BOP ebligation data, Oblloationz Lin this
system can &lan bhe peconciled with the enacted appropriation
and carryover balances:

Fil i i = Using BOF FTE data
from FHISZ2, the drug treatment FiEs were reporfed In the
Table of Drog Control Obligationa. The TTE data is
originated by tha U.5, Departmant of Agriculturs’s Hational
Finance Centar (NFT), and then downloadsd lnto che FMISEZ.
The N¥C provides consoclidated payroll services to numerous
governament agencies incloding the BEIP,

Riaclopurs No 2, Hodifications te Drug Concrol Methodolooy

The coverall mechodology to calculate drug control obligetions has
not been ~hanged Erom the prior year (FY 2005). oOnly ditect
aobligations agsoclated with Drug Treatwmsnt Programs in tle Table
af Dewg Tantrol Ohllgations ace reportad.

Dopartment of Justice E-t»
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Disclioaure NHo 3. Material Weaknesses and other Findings

The cesults of BOP's 'Y 2006 financial stacements audit revsaled
no material weaknesses. In the Report on Internal Controls,
there were no financlal management operations or reporting
Eindings. There was, however, one reportable condition related
to the Information System (I8) Controlas Envirenment, During the
FY 2006 audit, the auditor= noted the BOP made improvements in
its entity-wide security program and lts change control crocedues
for its financially significant systems, as well as its jeneral
support syalema. However, IS control weaknesses continu= bo
exist in the FMIS2 acoounting system, which processes th: BOP's
financial transactions, as well as In access control pro-edures
for the BOP'=s m=jor business applicacion and general supoort
systame. According to the auditors, ongoing existence af these
weaknesses makas the BOF heavily dependent op ita manual
fipanclal monitoring contreols. The BOP fares the risk tiac, if
its manual manlitoring controls fail, the BOP may not detact
material misstatements in the financial statements befors
teporting deadlines. The BOP has {mplemented corrective actlon
plans to specifically address each auditor recommendation found
In the repertable condition related to the IS Coptrols
Environment. The corrective action plans are reviewnd and
updated guartsrly, at a minimum, and provided to thke auditors for
reviaw and discussion.

Jources reviewed includs: {(a) the FY 2006 Report uf Indrpendent
Auditorn, Heport of Independant Auditors on Intsrnal Con-rols,
and the Report of Tndépendant Auditor: on Compliance and Other
Mnttera: and (bl the DOJ Performance and Accountability Reopert.

Dizgclogsure Ho 4, R=oroorammings or Transfers

There were no drpg related reprogresmings or transfers during
FY 2006,

Lisglogure Mo 5. Public Health Service (EHS) Funding

The BOP allocates funds to the Pi5. The PHS provides a portion
of th= drug zreatment for federal inmates. In FY 2006, J7630,000
was tranaferrsd fror the BOP tn PHS, and was designatad ind
expénded for ourrant year obligaticns of THS staff salarios,
banefits, and applicable celocatisn expeanses relating to ==van
FHE FTEs during 77y Z006. Therefore, *he transferred ckligstions
anid PHE FTEs were included in BOP'as Table of Drug Gonlro

Bl lgations.

Department of Justice E-7
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h _.- 'L

2061 M Sirm, WY
(R —

Independent Accountants’ Report

Ays=mm Atomey Genernl for Adderdnisteation
LS. Depuriment of Jistios

Imipecior General
LAY Department of Justioe

We have reviewed the scoonpmtying Table of Diig Contrel Oleligations md related disslosures
of the U5, Depariment of Justice's Drug Enforcement Administration (DEA) for the year ended

30, J006.  We have slao reviewed the icoompanving Manogemeni's Assertion
Stuternerl for Fincal Yonr Ended Seppombrer 30, 2006, DEA's mansgement & responaible for the
Tubde of Drug Cartrol Cbligations, relsied disclosures and e sseerthon,

Chur review was copducisd in accondatos with afteststion standards cablinhed by the American
Inptinde of Certified Public Acosuntenrs, wwl upphcable sundard contained in Coveenimes
Awmivting Snanglords, kssoed by the Comptroller General of the Uniked Sintes. A reviiw Is
nubstandially les in scope than =n cxamington, the oblsciive of which is ihe expresilon of sn
apinion an e lTable of Drug Contiol Obligmtions, relibed disclowires and . momagement's
wasertlon, Accordingly, we do not express sach an opinfon.

Monagument of the DEA proprred the Table of Ting Control Obligstions, relued disclisires and
mnnngiemond’s msedion n sccordiece with the requirements of the (ffice of Natiann! Drug
Contnal Pdicy (ONMDCP) Ciroidar, Deng Comteod dcommding, dated April I8, 2003

Brased om owr review, nothing casie o our eiiantlon o ciosed s s belleis tha §1) e Tahle of
Drug Cootril Obligationn and related disclpares Tor the year ended Beptember 10, 2006 are nol
presedval, o Al maderial respects, o conlbimty with ONDOPs Cincular, Drug Cewirod
mmg.uhdﬁpﬂ |, 2001, or that [3) mooagemend’s msertion neferred 1o above Ts ws
firly shatedd, i all muerinl sospocts, hased on (he criieria s=t fonh in ONDCF s Clroular, Ovine
Controd focowniing, dated April |8, 10

This repnn in imdended soldy for the mformation and use of the mamnpemens of the || X

Department of Justice, the LS, Department of hntlee Office of the Inspocior Goneral, the
ONCCE, and the LLS. Congress, and it not intended io be and should not be sed by amyone other

than these sprified partie.
KP e P

Dremmbes 22, 2006

Deepartment ol Justice E-9
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L. 5. Department of Justice
Drug Enforcement Administ-ition

Drug Enforcement Administration
Managemeni's Awertlon Statement
For Fiseal Year ended Septomber 30, 2006

O the basis of the Drug Enforeement Administration”s (DEA"s) minugement <ontral program,
we assen that the DEA system of accounting, use of estimines, and fvstem of int -nal controls
provide reasonsble sssurance Hhat

| Obligations repored by hudget decision unit are the actus] shijgations fron' the DEA's
uccouniug systerm of recond for those budiget decision unit

1 The methodalogy used by the DEA 1o calcuiste obligations of budwetary n surces by
Binetion 1n rensonable and accrmate in all material nspects.

4. The methodology disclosed in this staerment was the actial methodology 1o o generate
the Toble ol Drg Contral Oblizstions.

4. The data presented arc wssociated with oblivations aysinst o financial plan it was resiasd
during the fiscal year to propetly reflect the changes. including ONDCP e appraval of
mprogrannmings and transfee in cocess of $5 million affecting drop-relate! resairees.

5. DEA disl rict have any ONTRP Fund Control Notices isstuod in 7y 2006,

We lhave docuiicnted the methodobogy used by DEA to identify ad sccumulst Y 2006 drug
comtiol oblition in the Table and accompanying discloseres in accordunce with the guidsnee of
ONDCP"s Cireulur, Drwg Cointrod Aerounting, dated April 18, 2000,

i

M. Kalder, CWigl Filwncinl Officer Dute

Department of Justice E-10
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LS. Department of Justiee
Drug Enforcement Adminkstration
Table of Drug Comtrol Obligations
For Fiscal Yesr Ending Seplember 30, 2006
(Dellars in thousanda)

Drg Obbgations by Function:
lavvesiigations
Intellipence
Intemational
State & Local Assigtance
Prevention

Research il Development

Tatal

Dirug Obligatwns by Ducision Unit:
Subury and Expense (S&F) Appropristion
Auomaied Dnta Processing
Dotmestic Enforcenent
Forcign
Irtalleence
Lakws
Maunngement and Administrstion
Researcli, Enginecrng and Technical Operations
Stoie & Lesal
Traiming
Total Salary and Expense (S&F) Appropriation
Corstrucilon Appropristion
Drug Drvvermian Control Fee Ascounl Appropriation
Tolail

Drug, Obl:gations Direct Personnel Summary:
Tetal Full-Time Equivalent (FTE)

Total Ageney Oblipgntions
Ly Pereentage

* Includes ablsitions of carrvover unohligmod bulunces

FY 1006
Aclual

Obligations

3132154
164,039
3242

TR
1810
k)

LB

§ 120804
555,168
0,1 14
153,002
EL767
32735
F33.629
254,594
21,984

SLM4TTH ¢

o5h

148389

$ 1.897.07%
L ]

§ 1897076
[LE TR

Department of Justice

E-11
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Drsclosere 12 Dyug Control Mathodology

The mussion of the Drig Enforcement Admimistration (DEA) i 1o enforce the conolled substunces
tawes imnd rescalitions of the United Stotes amd fo bring 1o the criminal and civil jistice svstem ol the
Uitedd States or any othér competent jurisdiction, (hose orgenizmions. and principal members of
argantations. involved in the prowing, manufucture, or distnbution of controlled «obwtinces
appeanng in o destined for illict traffic in the Unlied States: anil lo recommseind and suppon o
enlorcement prograns ained al reducing the availubility of illicit controlled subwti ces on the
domeatic and iniernationsl marketa. o camying out its mission. DEA i the leod a ency responsible
fior the development of the overal] Federal drug enforcement strategy. programs. planning. snd
evahmtion. [HEA's primary resporsibilities include:

*  Investization sl prepamtion for peescention of mujor violuors ol controlled sohstances lows
operaling ol mterslate ond itemationnl levebs;

®  Munagemend of o mtional drog mtelligence sysicm in cooperation with Foder:*, stoie, local, and
fargagn allicals 1o eollery, prdyee. anil disseminale strategle and operational ' ug mwellipence
i frmtion;

*  Sewenmre amd forluture of asseis denved from. imeesble w, or intendad (o be uscd for illici drag
vrulTich s

*  Enforcoment af the provigions of the Controlled Substnces Act and the Chermul Diversaon ond
Trullicking Act (CLYTALaw they pertain o the manufactue, distribution. and Crspensing of
lewally produced controllet] substonccs amd chemicals:

*  (oondmialion wmd cosperathon with Federal, state and local lnw enforceiment of viols o il
drug enforcement ¢iforts end enhancoment of sach efforts throwgh cxploitmtion of patential
interainie and imtermistional investigations beyomd loeal o fimited Federal jurds | ctions and
resInes:

* Coondimtioe ol cooperation with other Federal, state. and local agencies. aml with loriyn
MOVerments, i programs designe) to reduece lhe availahility of Wit shuse-t e dnigs on the
Linted Staites market through non-ciforcement methods sach 25 crop eradicati . erop
nubsditution, ars iraining of forciim officials;

*  Reapuaimibilily, vkt policy guisdance of e Sccrctary of State and U5, Anhassadon, for all
programs associaled with drug law enforcement counterparts in foreign countrios; and

*  Lusimon with the United Natloss, Interpol, and olher orgmidzations on matlers o iting o
mterrmtional drg control programs.

The sccompanying T=ble of Drug Control Ublizations was prepared in acconkane: with the OHfice
ol National Dy Comrol Poliey (ONDCP) Circutar, Dy Cotrnl Aeconmtimg, dinad April 18,

Department of Justice E-12
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2003, The tahke nepresents obligntions incurred by the DEA for drug control pee - < and neflects
100 paereent of the DEA s mision.

Sinee IYEA s nccounting system, the Federal Financial Svstem (FFS), docs not trac  oblipition and
expenditur: dati by ONDCP's drug functions, DEA uses Manageriol Cost Accour me (MCA), 2
methodology spproved by ONDCT to allocate obligations iracked in DEA"s approy riated decision
witits e ONDCT s drug lanctions.

ata; Al accounting data for the DEA is maintained in FFS. FFS racks oblig.ion and
expenditure dati by 3 virtety of attributes. including fund type, allowance cente r, decision unit
ond objoct class. One hundred percent of DEA's efforts are related 10 Jrug entireament.

Other Tintirmatiog Methods: None,

Financial Sysiergg; FFS i the miormation svsiem DEA uses 1o track obligations and
expenditures. Uhligations derived from this syslem can also be reconciled egniwt enoeted
appropriations and camvover balmees.

Managesial Cogt Accounling (IMCAL DEA uses allocation percentawes gencrured by MOA 1o
allocale resources msocimed with DEA’s ten decision units to ONDCP's drug inctions. The
MUA mode! ising an activity-based costing methodology provides the full cor of DEA's
misge outpits performance cosis).  The teble below shows the alkocation porcentapes hosed
on DEA s MCA duie.

S pr—m T ]
At oL S e

Dt Eriererrrerd 100w

Frrnn Corpamisen inmataairne BN
| il vy S i g

Mnrrsyrmant oo e inien [RLA B
’thrrh Frgirooning & Tistheiz=! Dpsrsiors (31710 il
Lorm Vash Copmg B 0%

s ] 4| 08N
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i Eﬂnhhu! Riocstice: OHDCF | unctlon
e S Ty ] [T et izl
Diovnarslic; Erdnmeror? i r

Frirmim ©arperasyy Dnsaiey el 8

| Letrraarry Geverrs RECLS

Marwoerami anc Agmirestroreny (R T e

Fesearch, Evginentrg & Tocnical Spemltors [RETO) 0.3%

| St ) el Tommke e AT,

au |
dtsirariod Tkt Prossmny (AL 65 Stae £ Loce: Manivianes

Dyt Fforommnes 165%

| P Cirpmnins rhsicplionn L%

Lty Sarvions 65

|l-nrn=rt vy A hewmihon (MEAAY 5k

Ressarun. Engresing & Tectrrsd Crmestong (RET) R,

S sl | sl That Fas HGe

T k"

Csrrume] v fior] St inciucen perymll

sty st funcs, mo astirmteyd et for

Hemiarters (RO arrd i Sunpor? [FB) FI0 FC Fraes o
| Cormfmrien Apperrysrton [ETT b | m
1 {a =

bt SRE s CFA

Fidi Time Bopivalerss (FTE 1606 B0, | SR e

e Lable below shows druy obligations by ONDCP functions usig MCA, Jllocations.

ihriig (ialgniboms by Foisedim: Tntal

Invessinalnm L5
e lliseme L E L
Imteriatinmi S diAn
Site & |amcal Assistinre L L
Prevemtim §  THI
Meinih s Developmen i o

Fmal 5 1 K900

Decision Unpits; One hundred percent of DEA's total obligntions by decision unit were
associaled with druy enforcement. This total is reported as tracked in FFS,

Full Time Loguivglents (FTE1: One bundred pereent of all DEA FTT's are dedicated 1o drug
enforcement efforts. DEA's Diroct FTE [includes both S&E plus DUFA apprpristions | total
for FY 2000 waz 8806 through pay period 19, ending Soptember 30, 2006,

Tranafors gl Reimbursements: High Intensity Divug TrofMicking Arca (HIDT A transfors and
revmbursable obligebons arc excluded from DEA"s Toble of Dirug Control Obiipations since they
are reported by other sonrecs

Departmient of Justice E-14
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Dischosure 2: Modification of Drug Enforcenient Accounting Methes)
DEA’s method lor tracking dnuyg enforcement funds has not been modilied from £ 2005 nicthod.

Disclosure 3: Matorial Wenknesscs and (ther Findings

The results o TIEAs FY' 2006 financial statements andit revealed wo mmterinl wesaesses and no
repertnble conditions

Dhgelosure 4; Reprogrammings and | ransfers

In FY 2006, DEA cueculed one congressicnally approved reprogrmmming regncst | sée the altached
Table ol FY M0M Reprogramming and Transfers). The reprogramimng requesy, wineh was
reguested and anproved in FY 2006, incheded the following:

1 Departmint’s Wirking Capital Fund (WCF) Reimbursoment: A one-time 1rumsfer of

S23 M0N0 o prioe-year unobliped finds was made 1o the WOT The Departmin subsagquent by
miade these funds availahlc again 10 DEA vin o rembursable agrecment to be used or roquined T
projects lhat woulkd bave otherwise hnd to be funded from DEA's FY' 2006 Salaric: and Expenses
(S&E) sppropristion. Reprogrammings ander the Drig Resources by Function seton of the Table
ol Y 2006 Reprogammings and Transfers are based on the same MCA ullocation seroentiyecs as
the Table of Drug Coniml Ohligations. The table below reflects this allocation by Decimon Lnii 1o
ONOCT Drue Functions.

Presnge Obligatiins by Fosethan:  Damestic ADP Total

Irvstapmiions FOTLRT R QldEEn % A0

Entslbpmoe M i1 iLnd)

[ mermationl S| 2T i1.008)

g & Lescal Asbstomy E5 [R5 .

Treventnm

Rormemacl il Pheo "'EE” -
Tudul 5 a0 g § (1))

In addition, DEA had several transfiers during FY 2006 (see the attsched Table of 1Y 2006
Reprogramunings and Transfers). DEA hud five iransfers into its S&E Account: «wie tensler from
Departnent of State totaling $5.000,000 and four transfers from ONDCP's Hish bitensity Drug
TrafYicking Area (HIDTA) progranm totaling $135.697.331. Also, DEA had iwe trnsfers oul of its
S&E accomt-one to the Department of Justice's Wire Management Office totaling: $9.330.841 and
the other 1 ONDCP's High Intensity Drug Trafficking Arca (HIDTA) totaling 56000,

Trinslers under the Druy Resmirces by Function section of the Table of 7Y 2006 Feprogamminges
ikl Transfors are hased on the same MCA allocation pereentapes ax the Table of Drrug Conirol
Oibligations.
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o [EA dud not have ony ONDCP Fund Control Notices issued in FY 2006,
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2001 M Sinend, B
g han. DO ST

Ingepeadent Accountani® Hepan

Asstetmnt Attormcy Genenal Dur Adanimstmon
LIS Dopartmient of Jasbce

imipecior Generl
U.S. Depattment of justhce

We have reviewed the sccompanying Ushle of Dirug Control Cbligstion and relaied dschonures
ol the US, Department ol hstles"s Organloed Crime Doy Eaforcement Task Fonoss (DCDETF}
Program for the yoar ended Septomber 39, 2006, We have also reviswed the mocompuy g
Management’s’ Assértion Statement for Fiseal Year Unded Sephember 30, 2006, The OCTHOTT
Pmn'nummunmmuihhhuerﬂzur[hqt‘umﬂ Dolizstins,  Folited
disclommre and {he asation

Char review wis conducted in sceondance with sticstation ssandacds extablished by the Anierican
Instituge of Certified Public Accoumums, und spplicable stundards comtnined in CGorermipest
Andliing Shaadands, iwad by the Compirntler General of the United Staws. A neview i
substintinily fens in scope than an cxmmination, the abjective of which is the expression of an
opinion on the Table of Drug Control Oblipetions, related dischnares mel momngemest's
Raseriion. Accoesingly, wa o not expross wuch an opinion,

Manmgemenl af tie OCLETF Progrom prepened ths Table of Dy Control Cbligations, nelued
dischmames and munagoment’s arsertion in scoordunce with the requirements of the (MTioe of
Mathonyl Drey Contral Policy (ONDCP) Clrculsr, Dray Conrd Acenwting, dmed Apell 18,
Fl k| '

Beesus] o amir review, nothing crmo b our sttendlon (et coused s o believe tai (1) iho Table of
ingg; Compral Obfigations and related disclosures for the year ended Sepember 30, 2006 are not
proscried, ol melerisl respects, in coulomEly wiih ONODCPs Cheulr, Dvag Contral
Acpowmiing, dated April 18, 003, or thel (2) management’s assertion referred 1o sbove i3 no
fnirly smbed, in =l makerial reipechs, besed on the critefin ==t Torih In ﬂHIH:‘F'I.l!_!hnin,ﬂ'n:
Cevtrew Accoumelng, duted April |5, 2003,

Th= reporl |s bnbended soldly for ihe information and wse of e mamsgement of the L5,

Departmenit of Jmtice, the 115, Depariment of Justice Office of the Impector Cienersl, the
ONDGCP, nnd the U.S, Congress, and ix not indended 10 be snd shoubd not be used by anvane other

than these specified parties.
KPMe P
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r‘::_ll" I, L5, Department af Justhce
e e 5
1 :'.# i Criminea! Division
E k‘:-....r" £ dEovumne Ciffure jor e Clrgeratzad | rime Dopge
Fnfercomient Nk Fivgys
Wianhiagete, IN- = 2518
LS. Depuriment of Justice
Organleed Crime Drug Eafercement Task Forves (00 DFTF) Progrom
Munsgement's Assertlon Stotement

For Fiseal Year Ended Scptember M1, 2006

Chej toe Butges S8 OCTHITF's management ooptrel program. we assert thal the O THETT Program's
o of seewunting., use of et anud svstoms of interml commbs provide re: okl
ddamimie e g

b Ohligations reporned by hudzet dectshon uit ane e actusl obliustiins frim hie O 10071
Proterns aocuuntiine systern of recond foe (hies sdeer devision it

Fn

Uhe mcthembibosy msaal by OCTIETE s ealeulise oblfymthons of buhyctury resouncos by
Fametis bs reasnnatrhe and aveunie in all materiol aspects:

5 T e wicthendsfonry discdoasl in thin adkment oo dve aciiial 'Tln.'l.tlnh‘!hl.ﬁl it ol b gl
thie Fabdy of Dy Control {blrgations:

+ e et prcsentod ar assoviubed with oblizataons dpsins o froncial plio (08 wis
revised during the fiscal your b property neflict the ehamsies, neliding ONT 1's
anpeval of reprogramanings and trnsfoe in exiess ol §5 million aifecting vragsrelatial
Pizagsinia, gl

X Ui CCDETE Proagrans sl mat v amy (0 of Sational Fivug Control P licy
TONDAT Fiod Coustrol Motiess isstied in FY 2000

W huve documiomted e mialodology used by OC T s sdem 0y arid ssommikipe

Y20 dragz conim| ebligations in the Table of Drug Commol Obligstiohs s BLCY RPUETY g
dimchaisrey i accondinee with the puldence of ONDU T Chreular, Mrug Control Acoounting
ikl April 18, 21008 The OCTETF Prsgrmm’s drug control methodshey has bon Smaistenily
applivd fwn the previous vear

e
- ‘__._)J__,, ] "'""':I A

RS = L27a2s i
Petor Masoy Nale

Cliel, Adminiseratbon and Busdg
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“rlf,.,: ke 1.5, Deparmment of Justier

g :!L 0 eapsnmnil Ppvasiong

I'r"":.L i Erovinrve Cf o e the Drygini=ed £ |
L Fuperv et Fond aries

Marvhingim. ' 7118

U5 Department of Justice
Orponieed Crime Drug Enforéement Task Forers (00 DETF) Program
Mamagrment’s Disclosure Sigiement
For Fiseal Yesir Eniled Sepiember 30, 2006

Phaselosiiry N |. - Dy Contml Metboddsloey

T Cirganirand L rmae Brue Enforcement |ask Force (00011 I F 1 Bregran s compreeil of
wembr aeneie (rom three diffierent Popnments. thi Depsirtment of Justice {0 1. the
Pepurfmant of Tressury Ty, o the Pepirtment of Homelamd Seearity (1015, Heginning
Iy Y P99 sl contimnng it 05 2005, OCDETE mamber agenches. ware fundad ihrogh
=cpnee appropeiatiens  (Prior s e creation of DFHS, which mmvoelvad the s o of this 1S,

4 ixet Uil 10 TS frnat the Py pariment of | rnsportazron, OCDETF wis funded in D04,
Premsairy und | fusspartsion dppropritions. | Currenty, only Justlee OCTHTE appe nebiiad
luading eunmnes. from 10J s Iteragsney Crme amd Do Enfreement (6 DE acconm,

e | % 200 and 2005, the 10T appropriation included finding ko neimtherse seencte in the
Dhepartmnis of Justee, Treasury st §limseland Socurity for ther perticipationy b twe OCTHTT
Prosgrum.  The anailahility of & consolidael budect han beer sritical o (O DETE'S ahiljey beathy 1
wnsin (e proper il strtgie whe of OCDETT resoorces amd i effectively munitor Program
prerivrmance senss all Pepartinents and participating usencies. Dlowaer., Comperess repitisdly
enpreed concern wilh lindimg son T ugeneies vim @ DO appropristions scvount, und in
20005, Com e boereasal bane frding o none 00 progesm pticipanes

Rovoymigimg: it imcertmmty spruunding Geding Jevels fir mon-1400 mErtcinmis posad gre
dilTicultees for OCTETF v terms of program pluoming and oidmmistratson, e Adimi-fistration did
ml aubris 4 vorsofidated hidget for the prvgram fn FY 2006 and TY 39007, Intead, Fieming fisr
C0CTETE s mom=E W00 pariners was reguestia) thraash dircer npproprisums far Trcasiors sl DS,
Wit fsahing pravibed thronigh 3 sepasbe appeopo atlons, OCDFTY facod new challonees relaned
i e mmeaizetrend and contral of Program lumls

CCDETE ts disctly eharped with corrviing o the Departmient ‘s drug sappdy rodugthe strlens,
mitsl oll o s activities are aimed ol achieving o moemrable redaction i the availhil by of Wl i
Wit country. The disruption snd dimmtlemiont of g b Mickine seiworl opesting retorally,
mationgly ind nyermationadly b s eritical comparont of the amply nadsetion efforz. I particukr,
OUTTE reyuirea thad, in vver OCDETF cose. invostieibors idomnly o targal the nancil
mtrastraciine that permits the dnsy oreaization ke operate. As such, all of OCDETF s effors
St Prrioedy 1o the Presiient's Notdonal Phruz Control Strtepy: “Iismpting the Markor

Department of Justice E-21



FY 2006 Acmuntin; of Drug Control Funds

Autachinig thi: Feonsiniv Hoke of the Deug Trade™ and all of'the Pregren's 1CDE resioress i
vnt il we e DN perent drag-nedatod.

Mhe attachal Fabike of Ding Control (blimtions wis peepiered 10 dooondmee with tae ©iice al
Nutiomal Dirie € omtoel Peficy (ONDCP) Uincular, v Comitrnd |, Dovinnting, (i)

April IR 2008 Vhe Table represionts obligilions from the 1TV acomm imcurral b LETHTE
fior dragt eoniro] purmescs. AL amounts st met of retmisrsshl: apmomenls

Bata « Al aceounting informmion for OCDETT is dertvad from (s Finamil
Vianagement Information System 21 EMIS2) I0DE resoirees are nenorted = 100 preren|
v relabed beciume the entine focus of the (CDETT Program s drugs.

Fprancwl Sysicing - FMIS2 i the financial ssstem used to provide sl 1CDE el b
ddota. Cbletions that arc derived by this system reeonetle with the emmgted snppriutions
arnd earmyoner halanc.,

OCDIETE Devignnt Unitd ane divided aceoeding in the four major {unctions of the besk fonee —
Imvestigations, Prosecations, Intelligence and Admimtsirtion -- i roflect the tnount of
retimhursable 1CDE resonroes appmpriaied for cach partivisating ageney. Wilh respect 1o the
Tishibe i Trveis Ciomirol Ohhliuathons, the caleulitad amotinis wiere dermval from the FAIS2 evstomn
i ol

4 Tivestreations Funciion  This fusceion includes the reimhiinsahi resarees Hial sappart
Mt c atiitios of th following parcipating apenches: the Dty Lnforecmon:
Adminisration: Federal Boresu of bavestigation: the Barcn af Aleohol. Tohigen,
Frromrmus and Explosives: amd the 115, Marshals Service. The micthuclogy applies 110
parcent of the nesstrecs that support OUDETT IEstEtIve pohivilies:

h Prosercutions ictbon - This function mehudes the nodbussshle nssccrr ion resrced for
e tillows i partheipating DOJ apencies: (he |15 Aty andd the Criming simd Tay
Eiwvismans of the DOL. The inethodabory applics the iutal of [0 percem af O TS
Prinevution Decision Linlt rosauroes 1o the Prosceniions Fiassion,

e, Ul ligence Fructiog - This et inelodes the reimburahb Femreey il sisppiort
tstellimoviow wetivities o th folowiny participating aowics the Pimige En v crmem
Aadmnigtration s the Fodvral Buncaw of Tivesthetivn. The micthekibowy applics |00
percettl of e ressirews thit support OCDITT mielligence activities.

d Administratis ¢ Suppon Fugction- This fmetion includes fumafieng fior the 0301311
Executive Oifiee for program oversight and SUPPOF activibies, s well a8 reimbursable
ressafces bo provads linancial investigative trning for member agencies

& ELE - The relimbunsible FT1 levels reportad by OFTDFTT participating tpeneres e
reiloctol in the table as 100 percent drag-ndated. The estimate of the refmiviarsable
wrrlvenrs ws derived by determining the estimatad Permineni positions amd workvean
tor cach agesey in each progrom aren. The {otal wirkveurs 9 Y 2006 w45 3 9,
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D lonsaarn: Sav 2 < Mughifieamins b Py Coptool Metmdology

P averall mothodolmey oo cabeulate drug contmal obligsivngs s no been modified in the Table
of Dreug Conrol Oblipatins. However, the Administmation's FY 207 neuiest o OUDTT
reflevts a restructunng e wondd collepse tse OCTTF PFroggrant’s four docispon i
bvestigations. Drug Intefyenee, Prosecution, and Administrative Sepoor - (i twe deeision
urats- bvestygiions and Proscontions. Under this proposed iow methodibogy, | Eplommci
sl Ddeug Pntethigrenes are combined under bvestigations and the sulministrtive sappon ol s
OCDETT Exepufive tiTiee 18 pro-eater] amongs decidon iinis hased on (he prereinias of

apgeroprisial WDE program (umling,
| gy Mo 3 - Mitgrial Waesknesses and Other Fingings

Ihe Mepartinen of fnsice OMves, Buands and Disisions (OB 1Y MK [ndepunidint
Abwlrbrs Repen oo Infersl 4omtrol Over Froumcind Reporting reveated no nuterial weakneess

Hivweer, the it sl ome reportable condition- ti [ oments aee meated m ibe
Pepartment s il components (inuncial svsiems yeneral and application amrls. Wk
e ndentificd in (he Finumcnal Management information Sysicm’s {17M1S24 SCCHNILY prognim,
wstees sollware, il apphicstion contmls. Thise findings. whibe not o material weakiess mr
specifically direcicd 1o QOCDI TF, ane eing roportal by OCDETTE a5 nn “other fndir g™ becime of
thetr pembetermined impact un the prescnttion of dreg-relaled abhsmtions

Pl | beptartareennt s O e o the Chict Information Lhicer 4 31% vk i Wil te- 1 el
Fonumecial AV e amd cotmponen prossmam mmmesers g well s their respertive ClOs will develnp
primctive comactivie acton plans. 1hese phass will be vilidated by the Dhepurtnient’s D010, In
addition. the Department™s OCH0 will ensure thal all weaknewses Identific) in priot yens anchiis arg
adudtessed amd that ertuancements in policies. provesses, wmd work fow are Pt bl 1o
prowide the b pevesiblie suppornt for saceessfil financlsl audits: The cormeetive action plans arc a
sathsid of (lee Mepoptinen s overall capilul Plans of Actions and Milerones amd sne o sikshie w the
ENTiee ol the b postaor Gl amd reported 1o OMB in the Depastmen ' yuanierly Taberl
Informulion Sevwnty Mg At {FISMA) Rugwirts

Drisghosarre bar 4. - Reprogrmmmines or Transfors

Fotal avanLibality conmsists ol enmitsd boglest amibaring fe Y 30as, i ool Hgated balunces and
setoveries henuyhl forvweard from prioe yoan. OCDETT s EY 200 oblymiborss el e wll
trppveen e reprmaraimniiges smd rarsfies In Y 2000, OCTETF reproerimmed $ 1L 080 from
W 1e0-year docoum {13N0323) s follows: S.h34 millkon o suppont e co-located Major Mixicn
Tralficken: Task Foroe tMMTTEY, $.515 million to supgsit Oeeration Pasams: Expross: S10618
uilion o prosvide for ongdolng opentions snd smmal maintenance costs inearmad Iy thas O TIRTT
Fuston Center (OFC); mod 20 million 1 support increasing Htigution comts wnd obir sase-relatad
experacs incurmed by the 115, Allormey's OMees o connection with thair prursapt of comphex,
- punsdrctional smd intermutional OCTIETF ces. Al inchuded in this misodn sas o
erronionu fimuncial posting of S195.436, whlch will he comectod in FY 2007, See e allacheid
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Reprogramesing g Unoliors Selodule, Finally, 00 THTE sl traims Rerred rondio resisitees 1o the
106 Narvowhand Communications Aceonnt 2 reguinad by P 109108 119 Sime. 290

Dpsiosure Mo 5, - Dibkginions Erem Caroye Fumds

B 1 20006, 820,717 120 in nnoblizated haldanices il priisr vear nocoveries was hrousht frwand
trom FY 20008 ol avarluble for new oblgations. OF i amoant. 51395 6810 28 Ferrod isder
Dise bosiere Nov 3, was sstabdisdied i new ohlisations denng FY 2000
Lnsehomirs Mo, 6 - Uther Disshosres

OCTIETT st than the anfrmation prescniied in 1w Table of Dy Control Ol o iy

predetits the druy cuntrol ohligations for OCDFTE OCDETF dul oot have amy Ofioe of Nationa)
Prrues Conninl Policy (ONDUP) Fund Control Nofices sl in FY Y06
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(REER TR

2000 W Sewml. W
Vinnrgine, [ 3003

Indeprudent Accountnni® Repurt

Assiataitt Aty Goneral flar Addminisirasion
Li&, Tepurtment of Justee

Freiprcior Unomeral
LIS, Depanmen of fustice

We huve reviewed the accompanyieg Table of Drug Control Olipstion and refsted disclesures
of the US. Department of Justiee's Office of Justice Progrums (0P} for the yenr e
Septummher §0, 3006, We have sho reviewed the socomgarying Munsgement's Assertion
Saslement for Fiscal Year Endod September 30, 2006, (11" maragermunt b responaible for the
Tabshe of Druy Control Obfigation, rebated Jisekeies mnd the assertion,

Chur feview vars conduched in secondinee with nitesisthon stamdnrdys estab¥ished by e Ao
Imstlute ol Certified fublle Aleourtants, and applicable smndands contafned i Goverumen
Aifiting Stamlareds, (zsved by the Compteoller Gemersl of the United States. A review |
sulbstaniially less i sope thas un exaisimation, the abjective of which i the expression of m
opimod on the Table of Crug Costrol Obligations. reluted disclowsres amd memapoment’s
sisertion. Acoonfingly, we do ot express such an opinion.

Manngemen) of e OIF prepered the Tehle of Drug Uantrol Obligstions, relsted diclmires and
mRrRgEme’s ussertion In acconfmnce with the requiresents of the Office of Natlomal Drug
Comtre Py (OWENCH) Clroular, Drug Controf Accownting, duted Apeil 14, 2003,

Hased on cur review, oofhing came 16 our sizmition tht caved 1o belsove that (1) the Tabde of
Dy Comirol (Holigaiinns amil reisted dnaolosares for the yoor ended September 30, 2006 e nof
presenied, In ol malerinl mpocty, in conformity with ONDCPs Cirouler, Drey Camival
Accomntmgy, dibed Apnl IR 03, or that {2} managament’s saertion referred o above B ofod
fitriy s, in off eaterinl respocts, bused o e criberia sl forth i ONDCP's Choular, Drig
Comrod Aecomiing, deivd Al |8, 2007,

Thif report = mgended spdely for the Informution and uee of the mamggmenl of dhir LS,

Depariment of Justice, the U8, Depmrtimsent of hustice Office of the Inspestor Geenersl, the
ONDCP, wnd the U5, Cotgress, aml i nat fmtendesd 1o be end should not be uscid iy soyoms oflie

i these speeiited parthes.
KPMe Lo
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LS. Department of Justice
Offiee of Justice Progroms

Management's Assertion Sintrment
for Fiscal ¥esr Ended Scptember 30, 2006

Uia U bugiin o the OfTiee ol Jestier Progroms” (CIP°3) management comtrol progmun, we assen
that CUP system o socounting, mue of estimates, and systens of intemal controls vl
reasnabic sanrmsee (ol

I. Obligations reportiod by hidget decision wnit arc the actual obliestions fnom 0F1s
secouimtinge svsiom of necond for these badpet decisbon unils

The mcthodabogy usedd by (1P 0 caloninte oblisations of budpetary resaare 5 by fanction
s mscionibile mal accurabe in all moleniol ospests,

=

L Tie mecthedology discloscd in this statemicnt. wais ihe actsal methodaksgy sod o pencrate
U Lisble of Drag, Comtro! Obligationms.

4. Flie datit presented ang associsiod with obligation seains o financial plian (lul wis
revised during the fiscal yeur (FY) to properly refect trmsfers which afliciad dius
relmcel resemmreca

% CMP dad mont have oy Fund Control Nedicss izesad m FY 2006,

We lave documented the misthedsbosy nsed by QIP o wlentify md sccumudae IV 2006 dirig
cuntrol ohliputions in e Table of Druyg Contml Oblizations wel weeomumying disslomres. in
sceardmic: wilh the guidance of the Office of National Drag Control Policy (ONDCT') Circular,
FPratg Comtrnd Aveoning, doted April 18, 2003,

L € rhete Ducember 12, 200k
I R{ABHdon, Directar

(Office of Brcpet amd Management Services
CUP Oficial B ospomsible for Assortion
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U2, Deparimant of Juntice
Office of Justics Progrms
Tabile of Drug Conirol ObRgations
Crug Retwied Resources by Function and Dechelon Unil
For the Fiecsl Yasr Ended Septambar 30, 2006

{in Tensanris of doliar)
FY 2008 Actual
Dbligations

Drug Chdigations by Function:

Presenion 30,43

St and Locs! Assstancy 13657

Traslrrmni 480

Total §184,878
Ovug Obligatione by Desinion Unit:
Rngional Irformation Shartg Systaemn A0 1437
Wisad and Seed 707
Erforeing Linderens Deinking | awe 24171
Devg Coxist Prosam B74
Resdential Substanss Abunn Treatmant {REAT) Pragram 10718
Prasesiphon [rug Moniorng 7 ni
Souitweesl Bomer Prosscubon 2150
Domastic Cannalim Ersticston and Sudpresmion Progoam 4E53

Total SIR4 ATS
Welhamphatamine Enlorcemon] and Lab Clawnugp 1878
Orug Resaurcen Personnel Sisnmary:

Tol Fult Tima Equivainet TFTE; B i
Informatian
Tolsl Ay (ki ™ $.m7TArT
Drug Prrcentage g ¥

Fustig by Fr e pepreiarrs Finferoessme arvd Lo Comsnen Tregeers 5 wanstermd mm COFS o DEA e presoes
mm.::_.m-umuu Hu#mbhm—mlﬂﬂhh

* Trtal Acymery Cipations ev=uute Pubir Soity Desey iy 23 Civiea Vi Fard.
“Tolul Cooigamens o 1o st exsbiols Mestarphetaios Prigrogret a Lab Clepue selgatos
i it Bt ST T T — Fagicral inform e Shaieg Bymwm o300 Waes s

!—dlllml.Eﬂ'“ﬂ-aH-Haa;ﬂﬂlﬂ‘#LmeE'!- ey T Prmgeam (18211 WAAT Prowmmes (98 16 Fppr i a1
Mlesstistrn Prgrem (S7ab s Souttems] Bende Mreeigee 15434)
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Disclosure |: Brug Coutril Methodalogy

CUF"s misilhin ts o provide foderl leadership in developing the Nation's capacity 1o prevent und
comml ¢rime, adminester justice s aesis| crime victims. As such, (IP resoces sre pringirily
rrytid 1o providing assistence o stwe, hocal and irbal povernment Ly evecuting its mission,
CHT dheedicates o signifennt level of resoorces 1o dmg-relpiod progrim activities, wlieh locus on
ncakittg s eyl of drig abwse amd erim: including: drog testing snd treatnvent, provision of
wrmbiartcd sanctions. dig proveention smd education, s rescurch and siulistics.

The Tahbe ol Drug Control Obliations was prepired in sccondance with the ONTY T Uirenla,
Mg Comtroil Aevomiting, dated Apeil 1. 2001,

(0P () fiew of Budget and Munagement Services (OBMS) is responsible for tie « cvelopmient
and presentution of the anowal QJP ONDCP Bodge!. Consistent with the 2008 ONDCT Budget
Frmmlation geidance, (P FY 2006 seconmting of g control abligstions inclid : toal
ohligatioms xeociate! with the cheven budget decimon units identified for the Nativanl Drug
Comdril Hinlgel. Fumds for v ol hese decisive units ane diroctly spproprated o COP, Fuutiding
bor the Methamphetamine Enforcoment wnd Lab Clanup Program is appropnated (o the Office
off Conrermemity Orvented Policing Services (COPS), an v Tice within the Deparment's OiTices.
Houndy. oml Divisions (OB0Da1. and transafierred 10 the Drug Enforcement Adminisestion (DEA)
for administration. Because the oblignions related w the COPS program are repartad in the
Fimamcial matements of the RIS, they are mol included in e | 2006 actual obli ations 1o1al on
(P Table of Uiy Contmol Ohfigathom. Decision anits inchice the filbowing:

Reoronnl Informatinn Sharng Svstem

Wen! amd Soal

Enforcing Limberape Drnking [aws

Divwa Conerd Prosram

Rehikantuil Substunioe Abuse Trentmisnt Progran
Proecription Umg Moniioring Program

Southwest Border Prosocrition

Dotecstie Cannabis Frodication and Sappresion Progrm
Mlettumphetamme Enforcement and Lib Clsnup (COPS Program)
Arregtes Drug Abise Moniloring | ADAM )

Bovenile Dinig P'revention Demonstraikon Progcram

& ® ® & & ® ® @ & ® &

n determmmimg the bevel of resoarces used i support of 1o of thewe budged decisiz units
fesehuding Methamphotamine Enforcement s Lah Clcanisp), (01 used the falloving
ity

= Dy Progeie Obligations by Decision Linki: For cight of the budget decision imits, duls
on abligations us of September 30, 2006 were vathenad from OJP Inteyraii Fisancial
Mlamagecment Infoemalios System (1FMI8), Report (L (il Ze - Oblizntions by Budpe
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Activity by Fund Type (Aceounting Period 2006 01 16 2000 13). For the ADAM bt
skexision anit, obligitions ane provided by the National Itstitule of Justice (N1, the
administering office. In FY 2000, there wene i obligations or FTES repor-ed for
ADAM. For the remaining budget decision anit, Juvenile Drug Prevention
[rmonstration Progmm. thore were no obligations or 1T8s reported, as thi« prosram has
heen climinated. The wtal ohlisations presentad for QP are net relmbrmsements and
Tustwds abligated unidor the Crimie Victims Fund. Public Salcty Officers Rencli Program,
thic Offiee on Violeee Againgt Womer, and son-0IP programs,

- Management wnd Adminisaration (M&A) Data, MEA oblizations were alloatel by
applyny the relative pereentage of Full-Time Equivalent (FT1) assigned 1 the nine dre-
related dhociginn mits to iotal M&A obligations for 017 In FY 2006, fund ny for the
Domestic Cannabis Fradication and Suppresdon Program was sppeopeiated 1o 01
however, through m inter-sency sereemenl with DEA. obligations were transfomed for
the administration of the progeam, Tierefore, there were no M&EA obligoti s associted
with the Domestic Cannabis Ermdication and Suppresion Prowmm nor the
Methamphetamine [ nforccment and Lab Cleanup Program, a¢ neither of these progrms
were admmisiored by OJP '

Cwerall, OIF proram betivities sappon guals |, 2, and 3 ol the National Drog Cortm] Strotegy.,
Funetionally, QI progrim aetivities fall inder the followini cateyoncs: prevention, state and
lowal mesistance. ond tretment. The method wsed 1o allsicate (I fimds 10 ONDCT funclions wis
erived throuh an analysis of individuil program missions and by surveying program safl A
dediberate el was wimde 1o accurately sceount for program activities, which resultad in some
peouram obligations falfmg under multiple yoals and functions. The Table of Druy: Control
Ubligutions shows Y 2006 obligations for tie nine progrums, cilegor ol by Tamelion and
doezsion unil

For the Loble of Dty Coptrol Cbligations. amownts were ealcalated as follows:

Funition; | Tsime obhieation dota is reporied from IFMIS, the approprime
drmg-related percentnge was sgpplicd wo coch progran fdecision it
limwe tiemn and mtabed by finction,

[ Youctsron |t It siccordunce with the revised ORNDCP circulir, [0 pereent of
the wcunl obligations for cach of the budget decision anity was
inclombel.

Full Tioinet Eaguvalen: Full-Time Fguivilent {FTE) data onginates from the LS,
Pepartment of Agriculiure’s National Finance Conter. bt is
ubtained by OJP throagh the Department of Justice. Justice
Mlamagement Division Duts Conter, Thie sime percentap: that is
appliad o calculate FTE. was also apphed to the M& A ohligations,
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Disclosure 2: Modilications 1o Drog Control Methodelogy

I 1Y 2000, OO is reperting 100 pereent of the abligitions nolated 1o the nine boded decision
ariits inclubed 0 dhe National D Control Budget, as specified in the ONDCT Clreular, Budget
Farmdattonr, duted Muy 13, 2004,

e mmwethodioloys amed to determine the wotal Y 2000 ohlietions reliial o 1the mine TSI
sppropratad to OIT s e same osed in the FY 2005 disclosures sttement. To caletilate ME&A
ubligitions rebited w thee progrms, () w continumng W use the method it emphived in FY
25, which is consistent with the methods wsad to develop these costs for the ann ml stubemen
of net cost {3NC) amd the DOJ Anml Performanes Plan. The SNC i an audited firclal
stidewrent, which roports the net cost of wdiministering programs by approprintion oicount
L30) struteyie fenction. The DOJ Anmuil Perforrmanee: Man reports the achicvement that 161
campoiibe expancnce in sceomplishing sel goals, Potl the SNC and the DOJ Asiual
Pertormmanee Plan categonee mding by fnction and by [0) strategie obiective. i addition.
Bty reyjuire the ilentification and assignment of FIE across progmm activities, This
miethiesdislongy Tirst aniins FTL by progrnm based oy survey of progam riamnsers and (hen
dimniboics M&A obligations based on the porcentage of FTEs. hy function. o ol FTE

isclosure 3: Material Weaknesses and Other Findings

Thie FY 200 Intérnal Control Report notes two matierial weakneesss g urse repartihic
comdition,  Those mlins, ox well as recommundations and Q1 manapenien TONPOSCS, A
lisnai Baelow,

MATERIAL WEAKNESSES

W caknenes F h_ilu lu@ Hrm-: {"ontroly Environmeni h

Entitv-Wide Seeurity Program Needs lmprovement

Revvinmendation | Derefug @ procexs tn ensure contractors follow DOJ IT poticies and
procedures. in ndifition. enxure that sll contractor staff is rained to adliere te wew DOJ IT
shishidards. [New)

CUP wanconi with this recommmendation. OCTO will ensure that policies mul prowedures ane
dgvehoped oF revised, 4= approgriate. for all significant OCIO processcs, The poticies mnd
procabines will incline roguirements for daily monitoring and intersetion by 0010 government
prerscrie], s well s mauting reporting neguirements for eontractors. Al OCHO contraciors o
wovernmenit s will be trined on the new procedunss.

Revomnmewdntion ) Coardinate with the Office of Adminisration (04) to provide a weekly
stummsnury repart of mew und separated employees ond contractors and diztribuie the reports o

Dlepartment of Justice E-31



FY 2006 A-l:l:uuntilg of Drug Control Funds

the Aevewnt Management Operation Teom far removal amd divablesent @ WSer decounrs in
accordanee with DOJ ITS shandards. (Updated)

U concirs with this recommendsion. OCH will revise its accounl mumaeerien aid
uuprercGing palices and procedures to melude steps that will cisone Gud the Acvount
Managermant Operation Team mecives tmely infirmation rewanding separibes] omiplavoen and
coninklon,

Recommendution $: (mplement  procesy to enxure that all government il consrnctor
rmployees receive securlly awarewess fralning on gn annnal basle, (New)

CUIP concers with this recommendntson, (0K will ugndnle ifs 1T seourily swarcness imining
pebicies wind procedurcs, which will include 2 reguirement tan wser pecomnts be disabled Tar gon-
wariipliance with U1s snnual computer seeurity imining reguiroments,

Recommendation 4 Reyuire wll Federul ani coutract enpluyees to acknavledy: - aud sign the
ROB prior ro being grunted aceess to all OJP applicutions. The ROB shonld clesriy shelineute
mﬂﬂﬂhﬂmﬂﬁﬁwfﬂmmmhﬁrm. The ruley
should siate the consequences of inconvistent behavior and noncemplisiee. {New)

CUP concurs with this pecommenidation, 0010 will apednte ils [T seourity swardnes trining
poabiiens sl prowedieres i ensare that Rules of Behavior statements see sined by ull Feders and
contrict cHphvecs prior i being sromad secess 1o all OIP spolicutions. In additkn, 0010 will
il a requircmend that wsers siun Rules of Behavioe siatements wnnually, in corfunetion with
e armel computer security awareess training.

Access Controls for the Generul Network Need Improvement

Recommendation 5: Develop procedures that address secwrity incldent reporting on all
wﬁdmﬁmﬁwmmmﬁrm.mﬂmmmﬂuﬂmrmfun irwined on
thv new palicies awd procedures implemented. {New)

(P concurs with this recommicndation. OO0 will revise its Inoidenee Response Plan (IRF) 0
ineludc the securily meident reporting process for wels siles Iogied b comtmeton: far graniecs.
lix swbeditiuser. COCTO will eriare theat OCK) wovermment stall and contractons are trained an i
feviscd [THP

Recommenduion {mplement modificativns o its port security software configurations to
incrvase the effectiveness of the software and bexin condueting dafly texts of the software ta
mienitor the operating effectiveness of the software. (New)
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OIP concurn wetl this recommendation, OCIO will implenvent: 1) an sutorssiad custon pwt
seearity servivy that will mn on its DHUP servers: 2) port security on all Clsew sw iches: and 393
fiadl {'leews Enterpris: Salition wsing Cisen Secure Acveess Server. In uddition, 0010 will ihevelop
policivs and procedures w mondiior the eflectivemess of the pon seenrity sahitinne

Recommendution 7: Enforee palicies nnd procedures requiring personmed 1o have only owe
nntigr sever acconnd to wevesy OUF information sysiems. Document proceoes rfutive te the
CrOmiioN, i, ur rouling iunitoring amif wniditing of ctivity refated to gemeric wier aeconnp
fu waldirion, OJF should vusure the removal of all generic, traiming, and fost acconnts from
the production envirowment and condict oll frafuing (u 8 sepurate euvironment. (Repeut)

CUF comeurs with this recommendiition. OC10 will develop and implement polics » anmd
prrocashurcs 1o eusune thal gevcric accounts (when requina) are ereated by authorizad permomel,
el that the wser wecount lists e periodically monitored to ientify wmd disabbe unthoriasd
wenerie accnuius. In adlition, U6 T will cnmme that iesting is not conductod in the perinlictinn
v mnnanL.

Recosmendation 8: Develop and maintain @ user adminiration dutabose or fog which
costoiny ol anthovization forms for each user. This information stuowld be retuined durfag
the lifespun of vive nser identification (1D) umd for o minimum af xix munths after the user his
been deleted from e system, (New)

CUP couurs, in gart, sith this reconmemendation. OCI will work with €01 (Tice of Cener!
Counsel w elanfy (01 redond retention requisements. Basied on that clari Gication . CUP will
revise His acount mangement procedins amd implement 8 preess to doctronically naintamn
wress abthor 2o doedrsertstion

Recommendution 9: Fire provediral inprovements are mide fo saivin evidence uf
resate acoesy witharizntion o ke QP ENS, (Updated)

CUP comcurs with this recommendation. OCT0 will revise its sivcount mysnumement proceduncs.
which will melude procedures o ensone thin documentution & mainuined o sppon wes
authori st R remole soevss

Recommendation 10: Enxure procedural improvements ure made fo muintain reidence of
access rewvoval from the spstem, nnd fo ensure that isers are romoved from OJT applications
il thre ENS b at Hamely miamner (e, npon cmploper departure). (Upeited)

CIP concus with this recommenadation, OCTO will revise its necount mangcment jid
atiiprocessing poliies and procedurcs 1o mclude steps thatl will ensure that v Acvount
Musugermient Operatian Team receives timely information reganding separated employees amif
enntmctors, und that documcntation to support sceess removal from OIP systers 1 nstintiined
i aceondince with OFs recond retention policies
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Revommpwdution /1: Mainsain a log of changes fit securtly prafiles for 4P major businesy
upplicutions, specificatly GMS, IFMIS, Web 269, and LLERG and review the los
perindicully, { Repedr)

CUP conciens with this rocommendation. 10 will implement moritorine ol lops of chanes ko
socunty profilis using the E-Tr 1ol developed by Compriner Associates. I adifition, (010
will develop pevediinis o et that logs of chamges o security Tikes for (1 s iemor business
applicathons mne wonitored, vl that the monitoring prooess is adepamt ey docurmrfed.

Recommendation 12: Develop, implement, gnd alhiere i policles and procedares for the
recerfificution of wll acconnts on OJP's finwmcinl systents, mixed feeder sextems, and their
Reneral support systemy, The annnal recertification shenld rasure all gcconnty, including
privilegeil and no-privileged users, ane wlid with authorized approval end have the
approprinte level af ncvess. The process should be docunented and wuditable. I wddision,
rhrpuﬁum:imﬂiudﬁtﬂrmﬂnuﬂmﬂ'mm#ﬁw.mmﬁﬂr
transferred employers and contractors. (Repeat)

U conciurs with this recommendation, 010 will develop and implersent policics anl
prosedures T ensuritg that whers acoessing OJ1 s syt e approprisels authorsd wml have
th appropriale fevel of accoss bused on their jub responsibilitics. I sdditaon, OCI0 will pevies
ik ot atitenerment policics and procedures to ensure that the accounls far soparted
ertiplovecs atwl contractoes are promply removisd and the pecounts for fransfermad . mplavers md
wontracions iane revisal oml updntod. 22 spproprine

Elem ontrpls Meeid 51 enin

Revommendution 13: Maintain current and up to dote secwrity patches on all af ity
workvtutipns, (pidsted)

CUF concurs with ns recommendation. OCI0 will implement various metwork vielrerability
seanming lools to cnable if guaickly debect anmd nesolve (e applying appropriute security pakches)
K viilnerahtfitie:

Recommendation 14: Devetap and madininin o wser administraion database o loy which
cuataing all wnthorization forms for each wser. Thiv informution should be retained dnring
the lifespan of the wser 1) wmd for @ minimum of six nonths after the nser hay been defeted
Srom the syxeem. (New)

CHP comeurs, i part. with this recommendmion. OC10 will work witly 0115 Office of {rerneral
Counsel to'elarify (5P reennd retention reguirements. Iased v that elirification. OIP will
Tew kS s aecounl managemen? procodurs and mplement o proces i elevtmnically imintaim
acvess anthorizaiion decomentation,
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Recommendation 15: Revive ity spstem saftware change conrol precesy 1o inciu iy the
ifvcuimeniation reswirnd prior i making a change, Appeaprivte anthorizations shonid be
obtwined prior i the sctmul softwire change being implementond into the pradutim
rnvirernent, {New)

CH® concurs with this recommendonon, 00 10 will revisg it vhorue dontrnl provilines o el
the dhocummentation required 1o supon chanpes s Ui level of appiovali requitod for each type
il elumres,

service Contipuby Needs it

Recommendution {6: Enswee thut the practices for the manapement af tipe buckup are in
ceanplinunce with the OJP Enterprive Bachnp mud Restore Policies and Procedures. (Repens)

CMP comeam with tnis rocommendution. OCIE will revise s Buckup i restprc palicien and
peoeedurcs. and trvin OCI0 yoverment smd contractor personsl, b elanefy e Freguieney in
which application tapes shoubd be rotated. In ndditin, the nevissd proceziures will mclude o
eSS b esing thal the mast coment system md spolicalives docamentation s dandsnd
aperiting pobcies sand procodurss ane maintiined at the bockup stomgge site and the COOP siw

Rmmdmrf;ﬁmwrhwmﬂnmﬂMmmm{rmwﬂ
revise Heeir Clange Controd Procedurs fo ensnry all application, system, and nevwerk device
chanpes are appraprintely docomentod and approved, (New)

CAIP concurs with thls recommensttion. OCI0 will pevise its change contrl procodunes 1o detail
the socumscntation njuired jo support changes sod the level of pproails reguinad For cach type
it elatiye

Revommensintion 18: Kequire that the Q010 ensires thar all progeom divixions appropriatey
docuument all text data, ex plans, and prograns change resules to ensure the quifity of program
changrs. fNew)

CUF comnears with this recommendation. (010 will fevise its change controt proceidures fo detal
the documentatizn required 1o support thanges and the level of wpprovals nsyuind for cach type
of elmnge,

Recommicndition 19: Walstain compleie end proper ducimenition evidenving the complerion of
change regruents, chawge requests approvals, test plans and resulix, user Cepraace auproveds,
and systems wnigration approvals for all application amd system softvnre owlancementy,
modificutions, amd dutn chawgex. {Repewt)
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I concars wlth this necommendigion. 0010 will revise s changee conbeml v aines 1o dorail

The vbocumentation required Lo suppon chanyes al the level of approvalx reyaired R ench type
ibl ehmnne

Applieaiion € Need

Recomuiendation 26: Review wccess contrals aver the IFMIS application und remerve wsers”
access privifiges thut are not regwired 1o perfarm their job fanctions gud regpwbiliter.
I'HF‘".'

U comcurs with this rocommendation. OCHO will devebop snd desplement pulicies )
procedurcs for crowring il wers acoessing (U7 sstems e appropriately suthueisal sl have
the sppropriale fevel of nocens hased on thir job responsibitites. T addition, O 103 will revie
ity accoun management poliches and procednecs W emure that the acconnin for syl
emplovees and eontructors are promptly resmoved amd tha serounts for transfered cmplovess i
contrmctors ane nevised ond updabed. @ appropriate,

Recommendation 21: Inprove uccess comiroly over the |FAMIS application by eoremering that
arver wrcesy v fimited po the esnpluyee’s jib fumction amd responsibifity. {New)

CMF concuns with this recommesdation. OCI will desvelop und fmplement polici= and
prscedures five cnsuring that users avecssing (s svstems are approgersnticly wuthon s ard hoave
the appeoprii level ol peeess basad on it job resporsibilitice. In addifion, 0 10 will rovie:
s acvonme managesiont poliches md procodures o ensure thal the secounts for soumied
wimprloyes il comtrilors sne promptly removid o the seeounts for transferned emplovics ad
cuntracion iy revised amd updaled, as approprse,

illwul'tﬂ;!!'l_-llp.f'ildbﬂ in Comtrols Over l::r:mdn-;_r and Payable Estimalion Froceses

Revommendation 22;: Develop and implement polivies and procedures e peripdically rulisare
the avcuracy of the calenfutions wsed to devive the quurterly grant acernul and shesdd
cantinne o inprove and formalize its review procers of the grawt datu files, specificaliy the
complerences and accuracy of the infarmation comtained in the files QP showld perform
imdependent reviews to envivre that alf informution included in the files is compiste and i
e corrert wmistiiiits e recorded to the fimancial vatemenss.  {Updoted)

ENI" eoncury widh this recommendation. Deering FY 2006, (1P doctimenter the it el
process which noguines s crification ms! valudation of infornintion in the grant files by
niapagetient. Lach phase of the process hus requinements hit must e comploiod efore fhe pesd
plteme bz, For exumple, queries ane mn to venify that the system calcultad amounts gl o
i wmwumt prosted i the geneml ledeer. mid verification thel roirbursahle [entnis ane gssignod jo
i Irading partncr. Once the grant files are ran, mannsement verifies that the amou ils ire
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reinishbe, and iot there are no major diserspancics botween the nunibers of granks
(approxinusely | 7000 in the entine prant populition) ami the mamber in the gt ienl
calewdation

In FY 2007, O11° will continue 1 refing it palicies and procediires 1 ensure the i aerid
tithodnley is reamnible and thit fles sl o support 1o the smnt acemal ealeuluion o

wornplen.

Recummendation 23: Develop policies und procednres that spevifically identifc thy impuet of
Hew grail programy wn the guarterly grant aceral prior to the tvmance of the interim i
pear-ewid financinl swewents. Additiomally, OJP shonld enhance its graut secrual provess fo
ensitre that It i capable of producing « comsistent listing of all open grants that ugreey fo the
U'D0 balance in the generad ledger and to cisiire that it properly accemmes for o/l Mock pramn
determined fo be in w lability pusition. {New)

CHP concurs with this recommenlation.  In FY 2006, during the mumigement review phaic ol
the yrant acerisal process, OFF identifiad new gt proenims thit reqitined a change m 1he grani
swerimnl methodology. Adjustments to Uwe grant seerial wene made prior o e Fu ) wear which
resubied in o change W the prior quarer's grant accrual, Tn Y 2007, Q1 will wosl. with the
program ofTices o develop i prsictive approseh b onssere mersores ane in ploce W wdendifly new
wratil prowriniss that coubd possibly affect CURs fmmncinl repeorting. In addition, (0 7 will
continue fo e that oll report LTDO halances serees o the generl bedioior.

Recummendation 24: Cansiler performing the Phiave | wnlfustment factor process for confirmed
Reramix ielowgs with the grant conflrmution procexs wniil the look-back anaiytis shows that the
zramtes (onfirmation resles are within @ reayonuable range of the suubsequently ceporied aconnl
wimonnt Specifically. 001 showld nse the results of th Phiase | adjustment fucior procesy, insteml
of the rexults uf the confirmation procesy, ax the busis for their period-end wecrual watil the
coufirmration grocess iv cupable of provucing u consiviently acenrate acorngl, (New)

ORI comesies with this finding. In Y 2007, OJP will consider making changs jo. i gt
conifitmution prwse

Recommendation 25: Strictly enforce its policy relating to the OC personnel prompily
perforuing follow-up procedures for an-site finuncial reviews of grantees. Spovifically, 048
shanld pecform tuely follew wp with grantees i wccordance with the dmeframes extoblished
iw lix palicy to allow for awy westknexses identified to be addressed aud resafved timely, T
wllition, OJF shoubd select its site vivit smple stutistically from the complere popuintion of
grunts. {Repeat)

(P concars with this recormmendmion. On April 3, 2006, in an effor tr betier alivn its
respansitnilies with the structuee of the organizution, the Office of e Comptrallcr (OC) plocad
the grts Hnnnciol menmgement, extermal overght, yrantes fnancisil rmanagercnt rmming mml
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pobicy functums mio one Division. By June 30, 2006, the reonsnization allowed the RNy
reparts b be el within the reguined tme fmmcs. and rodocerd the backlog of npoets,

I FY 2o, Q1" dewehopad fs moniborio plan asing both risked basid god sueidesy ample
frctoirs, | ler this methidalogy. all eranis have an opportonity o be reviewed, T FY 2007, (1P
will comirimi: o refine the site visit samiple seleetivn methokology,

REFORTABLE CONDITHON

Kecommendution 26: Cantinue ta euforce the poticy and contdniee m conxintendly wiittze vie
grunt closeons praces palicies and procedures to fucilitete o more timely review of granes thar
wre beyound the emd date or oo u final 51269 snbwvitted based ox thie revised pramt cluseour
paficy. (Repeai)

CUP concurs with this recommendation. In April 200, O implemented a reonganization which
ethumdid chums o mianagement. stalMing, and processes fr e o finetion withie 0 s
May 2006, LOP lamehiced Quick Win process impeovements o the clascond proces: thromshnu
CUP, el (nitistend 2 Functional Regquinesrents Document (FRTY Lo automate the o meont

process, Thuse chanpes resalted in improved provesses and an enenieed emphagis by OIF
lembersivp on the importance of the clososl proves,

By the el of e first half of Y 2006 (2 of March 11, 2006, OJP bl erimpleted only 352K
choneouts Hy the end of FY 2006, the closcout iotal none 1o 9,120 closcos,  As of iday. thisre
e L closcouts in O In various stages of grantee contact and resolition, Wi caper! those i
bt resiby el within a few weeka, Cirrently, there e ®1ES ormms with the Progran OfTices for
Clusaul. O ufT s developed resular contacts with the Prosrm Offices and 1f cir THIRAZATY,
annl fugethor we an: working o comphete those ¢lascos iis well. Closcout st reports i
postetd ot U C1F Portal on 2 monthly bass t0 provide Program Offices with specilic
nliarmsathinn coneoming eloszonts thal are Jue o ovenlie,

Am arosnisid proscces fhr closeouts |s anticipatod for the spring of 2007, We exped to have
rerled ve elirituted the crrrent closennt hacklos by that time,

Disclmure 4: Reprogrommings or Transfers

I mceodanice with the ONDCP's Ciroular, Hewe ¢ el decommimg, QIP migde Jrng related
iransfors-oul of 850 million in FY 200, See th sttachal Reprogrammuings and Trsns o
Schedble,
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Iclomure 5 ither Diclosuns
- i Y 200, OOP recetvied no Fumd Control Noiiges

UF thhe total Y 2006 actual obligstions smount. $36,6 millon s o romb of curmyover
mohlignied resomees,
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o il Unitesl Stuies Dopariment of State
T‘ ‘E{-‘-j. mrud Wl Benaile asting Bosrd of Governors
%‘.ﬁ :u.*# Inq.-mu.- Cesarul
g 1% A
MEMORANDUM
TO: [NL - Ambassador Anne W, Paticrson

FROM, OIG - Howard 1. Krongand — \MMYS

SUBJECT:  Attestation Review of Anniial Accounting of Drug Control Funds for FY
2006 { AUTVIP-07-16)

Attachied i the Office of Inspector General's (016) Indepenident Antestation Review of
the Annual Accounting of Dinug Centrol Funds for FY 2006 for the Department of State.
No mistiers came to CIG"s atiention that cassed OIG 1o believe that the Department’s

submission did nol meet (he requirements of the Office of National Drog Control Palicy,

If you have any questions, plesse call me at (202) 663-0340 or Mark W, Dudn. Assistant
Inspector Gensral for Audits, at (202] 663-0372.

Attachment: A sinieil

cc: INL/RM - Mr. Robert 5. Bymes
INL/RM/BUD - Mr. Edward Imperati

Department of State F-1
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Independent Atiestation Review
Annual Accounting of Drug Control Funds

by the Department of State
AUDVIP-OT-16

OIG has reviewed the sccompanying Bureau of Intemational Nareoties and Law
Enforcement Affairs (INL) FY 2006 detailed accounting submission to the Director of
the Office of National Drug Control Policy (ONDCP), INL prepared the submmission in
compliance with ONDCP Circular, Anmuaf Accounting of Drug Control Funds, dated
Apnl 18, 2003, This submission is the responsibility of the Depariment of State.

OIG conducied its review in accordance with attestation sandands established by the
American Institute of Certified Public Accountants as specified in section 7 of the
ONDCP cireular. The scope of a review is substantiully less than an examination, which
capresses un opinion on the submission. Accordingly, 0IG does not express such an
opinion.

This report is intended solely for the use of ONDCP in meeting its statulory obligation 1o
provide an accounting of all prior-year drug control funds 1 showuld not be nsed by other
parties for any other purpase.

No nitters came to OGs attention that caused OTG to believe that the B
assertions do not, m ll material respects, relisbly represent the FY 2008 obligition dats
presenied in the submission

Um.:-m!\ é, KM"“B&:-E

Howard J. Kromgand
[nspector General

n‘ﬂjl-' Ly 39

=d,
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United States Department of State

Avmapimt Secraiary of hiirte
fose Pevdermaibhimdd Napvdties amad
Low Faforcemend Affar

‘ 'Y

W fimgpanm, FY0T 305010
FEB - 8 2007

Mr. Terry S, Zobeck

Deputy Associnte Director

Office of Planning and Budget

Office of Natonal Drug Contral Palicy:
Execistive Office of the President
Washimgron. [1.C. 20503

Dear Mr. Zobeck:

In accordance with the Office of Kattonal Drug Control Policy (ONDCP)
Circular, Drug Comtrol Accownting, dated April 18, 2003, the Department of State
is submitting Fiscal Year (FY') 2006 obligation information on its drug control
program. The Inspector Creneral's attestation 1 inéluded s an enclosure,

DISCLOSURES
Obligations, Reprogramming, and Transfers

The Department is providing detailed financual information on the drug
control program obligations of the Burcou of International Nascotics und Law
Enforcermnent Affairs (INL) in aceordance with Section fa of the ONDCEP Clrenlir,
vug Controf Acoommting. The obligation information 15 provided in a
comparative format to show Department performance on the INL drug control
program for FY 2005 and FY 2006, The reprogramming and direct apportionment
mformalion for FY 2006, which immediately follows the mble of dnig control
obligutivns, s complete. ONDCP approved all reprogrammings.

Department of Stale F-3
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Bureau for International Narcotics and Law Enforcement AfTairs

Dirug Conirel Obligailons:
(S In Millions)
FY 1005 FY 1006
Actunl Actual
Drug Resources by Drug Control Fanction
Interdiction 52023 54 6R3
Tnternitional EQ8 4095 911280
Toal a0l 205073
Drug Resources by Declsion Link
listernational Noreotics Control and Law Enforcement [TNCLE) 246,012 148250
Andesn Courterdroy Initutive (ACT) T, S0 BIT. 714
LEH (LIRHD
0 () i, (W

Total ERIURTH 25973

Drug Resources by Function and Decivion Unit

Interdiction: INCLE ' 40,346 50,770
Inierdiction: AL] 5627 390
Intermational: INCLE 199,816 197 489
International: AT GOR.E79 611,804

Toul 950.518 965973

[rrupg Resources Personpel Sammary

Total FTEs {Diirect Only) 210 m
Imformutive

Total Agency Budget * LolLial LIUZ.2H3
Drug Related Percentuge ** 057 LLES

* Tol Agency Budget incluelos ol fiinding darecely apportinesd i INL ifweburding ¥Y 2005 Seppiopesmal INCLE
** Tital Py Reclabeal Obligatherns divided by Total Agency Bodger

Department of State F-4
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Direct Apportionments, Transfers and Reprogramming

The direct apportionment and reprogramming actions listed below are included
in the FY 2006 drug-related obligations reported m the preceding table.

1. Directly apportioned 5226 484 million of ACI funds to USAID to be used for
cconomic and social programs:

2. Transferred $5 milhon of ACT funds 10 DEA to support & computer surveiliance
technology program in Colombia

3. Reprogrammed 318 million of INCLE funds from crop control/eradication
programs in Afghanistan to procure three fixed-wing airerafl (o support
counternarcotics efforts in Afghamistan.

Drug Methodology and Other Disclosures

The mission of the Bureau of International Narcotics and Law
Enforcement Affairs (INL) is to develop, implement and monitor LS,
miemational countemarcotics strategies and foreign assistance programs in
support of the President’s National Drug Control Strategy.

To help achieve this goal, TNL targets drugs at the source and in transit.
Burcau goals mclude reducing drug cultivation through enforcement,
eradication, and alternative development programs; strengthening the capacity
of law enforcement imstitutions 10 mvestigate and prosecute major drug
trafficking orgamzanons and to block and seize their assets; improving the
capacity of host national police and military forces 1o attack narcotics
production and trafficking centers; and fostering regional and global
cooperation against drug trafficking. INL. functions include foreign policy
formulation and coordination, program management and diplomatic imithatives.

All obligations presented in the INL table of drug control obligations are
100 percent drug-related. Obligations for program funding for the Caribbean,
Central America, and Mexico directed ot interdiction, intelligence and law
enforcement activities are reporied under the Interdiction drug control function,
All other drug control obliganons are reported under the International drug
control funchion, Funding under the Andean Counterdrug Initintive (ACT)
appropniation started in FY 2002 This addinon resulted in INL funding being
divided between the ACT and Imemational Narcotics Control and Law

Department of State F-5
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Enforcement (INCLE) decision units, There were no changes in the drug
methodology between FY 20035 and FY 2006,

ASSERTIONS

| assert that the drug methodology used to caleulate obligations of prior
year budgetary resources are reasonable, that the data presented is complete,
and that the financial systems supporting the drug methodology vield data that
farrly present, 1 all materinl respects, aggregated obligations from which the
drug-refated obligations are derived.

All Department of State INL programs, excepl those appropriated for
international anticrime activities, are scored as 100 percent drug-retated. The
Department’s accounting system tracks the imtemmational anticrime obligations
separately from those of drug control programs through a combination of the
appropriation point limitation and the allotment. This arrangement clearly
separates all the drug control obhigations being reported from other funds
miaraged by INL, Only obligations recorded under the drug control point
limitations and allotments are included i the drug control obligation figures m

this report.
Application of Methodology

| assert that the drug methodology for the Department of State INL drug
control program has not been modified over the past year. The underlying
decision criteria, information sources, and management processes for managing
drug programs and reporting obligation amounts remain unchanged.

| assert that the methodology disclosed in this report was the actual
methodology used 1o generate the tables mcluded here.

FY 2006 CFO Audit

| believe the mformuton for the Department of State in this submission is
reliable and accurate; since the Department’s last ten fiscal vear financial
staterments have been audited and received unqualified (or “clean”) opmions.
In relation to intemal control, the Independent Auditor's Report cites six
repariable conditions: (1) the recording of personal property and related
depreciation, (2) the Department’s security ol mionmation systems networks,
(3) the inadequacy of the Department’s financial management systems, (4)
managemeni of unligudated obligations, (3) implementation of the Managenal

Department of State F-fi
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Cost Accounting Standards, and (6) recording of real property and related
depreciation,

The Department is taking action to address the deficiencies noled during
the audit process.  As a result of the Department’s significant efforts during FY
2006, including emphasis by the Management Control Steering committee - the
body charged with oversesing the Department’s management control steering
program under the Federal Managers® Financial Integrity Act - the auditors
downgraded accounting for personal property and information systems security
from matenal weaknesses to reportable conditions. The Department will
continue 115 actions in FY 2007 to resolve the remaining deficiencies.

For purposes of Section 6a reporting, | certify that all the information
presented for the Bureau for Intermational Narcotics and Law Enforcement
AfTars (INL) 1s true and correct and concur with all assertions associated
with INL

[Tt S %

Robert §. Bymes, Executi
Buresu for International Narcotics and Law Enforcement A ffairs

Financial Plan

I assert that the obligation amounts presented in the drug control
obligation table is associated with a financial plan that properly reflects any
changes that occurred duning the fiscal year. All FY 2006 transfers and fund
reprogramming actions are duly noted. The obligation data presented in the
report {or INL arc associated with the INL financial plan, as revised during FY
2006 to reflect changes, including the reprogramming and transters in excess of
55 million,

Department of State F-7
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If vou would like to address any questions associated with our
subrmission, please call me on (202) 776-8526.

Sincerely,

qu {2, ?cmw,._

Anmne W, Patterson

Enclosure:
As stated,

Department of State
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INSPECTOR GENERAL REVIEW OF
FY 2006 DRUG CONTROL FUNDS

National Highway Traffic Safety Administration
Report Number: FI-2007-028
Date lssued: February 1, 2007

Department of Tramsporistion
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@

U.%, Deapartment of OFfca ol inspsacls Gananal
Tranzpariation Whshingion, DC. 20580

Cifice of the Secredary
ol Transpcrialion

February 1, 2007

Mr. Jon E. Rice

Chief, Budget Branch

(Office of National Drug Control Policy
Washington, DC 20503

Diear Mr. Rice:

This report transmits the results of our independent review of the U.S. Department
of Transportation National Highway Traffic Safety Administration's reporting of
fiscal year 2006 Drug Control Funds to the Office of National Drug Control Policy,
dated February 1, 2007,

We reviewed the sccompanying report, to be submitted to the Office of National
Drug Control Policy by the National Highway Traffic Safety Administration, with
regard to the Annual Accounting of Drug Control Funds, dated February 1, 2007.
The repart and our review are required by 21 U.S,C. § 1704 (d)

Our review was conducted in accordance with the attestation standards established
byﬂmﬂmmuhuhtﬁ:ufﬂmﬂﬁnﬂ?uﬂhﬁmmmmmm
L il sinndards. The objective of our review was 1o provide
mpnv:umumwhmmmﬁm:ﬂmumtmmrmmmm
basis of the work performed to indicate that mansgement's assertions are not
presentad in all material respects, based on established or stated criteria. A review
is substuntially less in scope than an examination, the objective of which is the
expression of an opinion on the National Highway Traffic Safety Administration's
Reporting of Drug Control Funds to the Office of National Drug Control Policy.
Accordingly, we do not express such an opinion.

We performed review procedures on the National Highway Traffic Safety
Administration’s submission (6a), Table of Prior Year Drug Control Obligations.
In general, our review processes were limited o inguiries and analytical
procedures appropriste for an attestation review,

Raport No, FI-2007-026

Departmamt of Transportition -2
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February 1, 2007

Mr. Jon E. Rice

Chiell Budget Branch

Office of Nationz] Drug Control Policy
Washinglon, DO 20501

Do Me. Piee

In scardaney with the Office of National Drug Cottrol Pelicy Clreular: Anmual Acoomting of
Drrugy Funds, the National Highway Traific Safery Administration's (NHTSA) Fiscal Year 2006
Dhrug Coutral Ohligition Summary is enclosed. NHTSA s obligations for drug-relaied activites
full below the reparting thieshold of $30 million; therefore. onty a limited tepont is requirsd 1o
salisly the statulory requirement.

NHTSA s pomt of contact for this ropo (s Mr. Duvad Balker. He cun be reached on (202} 306-
5443, il you require further ussistance,

| f”; m,mﬂ%’-

Benlor Assocale Adminisirptior
for Palicy and Operations

Department of Transportution G-
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Based on our review, the accompanying National Highway Traffic Safety
Administration’s Reporting of Drug Comtrol Funds to the Office of National Drug
Control Policy is presented in conformity with the Office of National Drug Control
Policy Circular: Drug Control Accounting, dated April |8, 2003,

The National Highway Traflic Safcty Administration is reporting $1.5 million in
drug control obligations for fiscal vear 2006, which is below the $50 million
threshold for full reporting in accordance with the Office of National Drug Control
Policy Circulsr: Dwvug Control Accounting. The Inspector General’s office attests
that full compliance with this circular would constitute an unreasonable reporting
burden.

Thus report 15 imended solely for the use of the U.S. Congress, Office of National
Drug Contrel Policy, and Department of Transportation.

65;4

Rebecca Leng I
Assistant Inspector ﬂhml

for Financial and Information Technology Audits
Enclosure

ct: Senior Associate Admimstrator
for Policy and Operations, NHTSA

Report No. Fl.2007-029

Department of Transportation G-3
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Enclasure
Page £ of 2

NATIONAL HIGHWAY TRAFFIC SAFETY ADMINISTRATION
FISCAL YEAR 1006 DRUG CONTROL OBLIGATIONS SUMMARY

(SMILLIONS)

FY 200
Extinmiz

The Drug Impainéd Doving Program provides technical support for Drug Recopnition
Expert training, In sddition, (he program focuses on greator consistency in enforeament,
prosecution, adjudication, prevention, education, dnig testing and treatment.

Resou Diru ii:
Reszarch & Developmeni 13
Tuotal 1.5
TCCs B 1
Highway Safety Program-Drug Recognition 1.5
Expert Program
Tixtal 1.5

Pacste

Full complisnce with clrenlar: Annual Accounting of Drug Conirol Funds would constitute
and unressonable reporting burden.

Diepartment of Transporiation -5
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UEFAHTMERNT OF THE THEASUNTY
MTEMRAL FEVESUE SERMIDE

WA e Ty C dlE=

Fiebruary |, 2007

iy
MEMORANDUM FOR DAVID RIVAIT = 7 /47
ASSOCIATE DIRECTOR FOR PERFORMANCE AND
BUBGET

| ¥
FROM| tinice Lambert Gty Landand-
Chet Frnocigl DO e

SUBSECT Imtermil Revere Service (IRS) Foscal Year (FY ) 2006
Dnbled) Aceummting Submesszon of e Ol Fuieds

This wembeandum trassmits fhe IRS FY 2000 Detailad Acenenting Sobmisshm of Deug
Control Funcs for oty Organized Crin Drug Endorceinet Tk Furce (IDCDETT)
program, The IRS submusion mcludes the table of drg control obljgtions and
vy issertions i pecondance with G0 Fee of Natinal Drug Comned Poley
(ORI Clrculier, Dty Comirod deconming, el Apl 18, 2003, This tnsisinital
b imchudy ihe | reasury nspecior General for Tus Admimstrution’s T ETAD
atbiestintion review of the IRS FY 006 Dl Aceoumting Suhmisston of Doig Contral
Futuds

P TRS pepsort stites thiie sl OC DETE obhguitnoms ane Gitely presented aiwd dre in
picvrdanee with the documeniod IRS methodalioy dsal o derive them. THATA
concludes il the methodobogy wsed b cabeulate the 1Y 2006 30 DE TF obligatwns was
gerrally well discumential,

17 varis haove any guestions, please contet me al (202 ) 62260, or have a member ol
yoruat stall comtaet Pamcla 3, LaRuk, Associatd Chrief Fhencial Offver for Corponaie
["erformance Budpoting at (202] 622 -3

Hisielussbires
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FY 2006 Accou nﬂniul‘ Drug Control Funds

Internal Revenue Service
Organlzed Crime Drug Enforcemont Tusk Force (OCDETF) Program
FY 1006 Detalled Acconnting Submission
Februnry 1, 207

‘Fable of FY 2006 Drug Control Obligations

[Drug Resources by Function ~(5000) |
|nvesiigathons § 55.484)
Total S 55484

|Drug Resources by Decision Unit
Warcotica Crimes - OCDETF Program & 55 484
Total § 55,484

Ansertions

(1) Crug Methoduelogy

1L 100115 transferred $55.6 million from the Dopartment of Justice (DOJY o
Internal Revenue Service {IRS) as direct [unding 1o suppert the OCDETT Program
As 2 esult, FY 2006 wus the first year that CCTETF funding becmme 2 permaneil
part of the RS appropriation. I the past, the IRS OCDETF progmm operuterd under
i, reimburiahle agroement with DOJ. The (RS WCDETF program is nianaged by thi
Crommal investigation (C1) division.

In FY 2006, o implement the transiticn the DO uppropristion o the (RS
np[mqmllim- N0 transfemed 329 FTE (254 special agent FTE and 75 suppeort FTES
Wil The resources iransferred with the 324 FTE wene §55,584.000, This amisuni
s ridized by o ome percenl Fescission, reducing the C1 OCTETF rewumoes 1

S5, (17R.000 and 326 FTE (232 spevial agent FTE and 74 support FTE},

Thie shove FY 2006 Table of Drug Control Obligations was prepured in sooardine
with the Office of Nationa) Drug Control Policy (ONDCT) Circular, firug Conprod
Accamiring, dated Apnl 18, 2001,

Datg - The C1 Criminad Investhgation Munsgement informntion Syster
(CIMIS) is the sauree of the dita wied 0 derive thie sctisal FTE spent on the
IS OUDETF progrom. C1 special agemts submmit CEMIS time reports
monthly detailing their activities rclating o investigations {dinec invesiigative
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FY 2006 Accounti ng of DE Control Funds

tiime ar DIT), Each investigathon i associated with a specitic program The
percentage of DIT spent on cach program = caleulited monthly with an
annual percenitige caleutated after the close of the fiscal yer. The anmul
percentage of DIT used for the OCDETT program 1= multiplied by the yal 1
IFTE for the fiscal vear to determine the mumber of FTE expundud on th
OCDETE program.

Financigl $vstems  The IRS Integrated Financial System (11F5) is the source
of pll OCDETF obligntions. The FY 2006 OCDETF obligations reconcile
with the FY 2006 enucted appropristion for OCDETF

The OCEDTF program is camied vut by the C1 Nareotics Crmes decision umil. The
EY 2006 OCDETF obligations in 1E5 wire denvad us deseribed below

For FY 2006, using the methodology deseribed in the Date seenon above, O
caleuluted that it dedicated %.8 percent of its DIT 10 the OCDETF progrm. | his
ammcnt, when applicd o the (ol 1Y 2006 CF FTE. roallod in 248 special agen 1 1E
an %9 support FTE. for a total of 337 F1E, spent on the OCDETF program. ¢l
apnlicd the 8.5 peroent DIT spent on OCDETT cases o total 1Y 2006 U1 obligations
(et of the C1 headguarers stall dedicsted o the OCDETF progrm) w derive the
special agenl. libor and non-lahor conts chirged to the OCDETF progrum,
addition, €1 headiuanters (HQ) salf dedicated (ull-time to the OCDETFE program und
OCRETF information technoligy (17) costs are mcluded i the sctual DUDETE
expenditures. The FY 2006 OCDETF fumds were spent as followe:

Latbor and non-tabor support costs 333625534
1O stalf dedicsted W OCDT TF - 8 1358104

I carisis §  S00.000
Lol OCDETF 855483771

(2 Methodology Modificahions

The mcthodology W caleulote drug control obligations his not beon modified. and the
obligations presenied in the FY 2000 1able of D Contrd Obligations were derved
Ftpcnd mn (Tite b methododogy .

(31 Muterial Weaknesses or Othir Findings

As prescated i the November 2006 Government Accountability Office (GAD)
Firancial Audii of the IRS FY 2006 und 2005 Finoncial Siatements (Report Number
GAC-I7-136) and in the 1RS FY 2006 Statcment of Qualified Assurance nf
Achioverment Management Control Objectives, the TRS has @ material wiahkness with
respect to information security. Albough this muterial weokiess b n apeilivally
direored 10 OCDETT, 1 1s baing reported heotuse of is undetenmined impact va the

presentation of drug-related obligations.

Drepartment of the Treasury F-3




FY 2006 Atcuunting ol I]rug Control Funds

The IRS has an established comrective petion plan to sddross the infommution seegrily
malerial weakness and will recommend the closure of this weakness i Janunry MO0,

In tddition. the RS continoes to improve 18 enierprse-wide IT seounty program o
bring the IRS in full compliance with the requirements of the Feduoral Infirmution
Sceurity Management Act (FISMA), IRS cfforts in FY 2004 and FY 205 were
focused on the completion of seourity certi fieation and acereditation of the netwirk
infrastructure systems, which we achieved ot the énd of FY 2005 In FY 2006, the
IRS updated its security pluns und compleied the centification and sceneditation for
onc-third of its systoms o comply with new process guidance issaed by the Office pf
Manupement and Budget snd the National Inwtitute of Standards and Technologs

The ramiining systems will be upduted in FY 2007 and FY 2008

{41 Reprogramming or Transfors

As authorized in the IRS FY 20606 appropriations, C1 reprogrammed SS060,(00 i FY
Wy OCDETEF fumds to the IRS Infermation Syvstems appropriation o cover [ oosts
refated to the OCDETF program,

(5)  Cther Disclosures

The information presented inthe FY 2006 Table of Drag Control Obligstions tarly
prescrts the drug contrel oblipations for the IRS OCDETF program.  The datn
presented are assocmted with ohligations sgaimst o fnancul plan that fully complicd
with all Fum! Control Notices is<oed by the Director under 21 LLS.C. Section | TUM 1)
and Section B of the ONDCP Cirealir. Mudecf Eveciian. The TRS did nol have any
ONTCT Fund Control Mothces i FY 2006

The IRS hax o other diselosumes regordimg its OCDETF program,

Diepartment of the Treasury F-4
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TREASURY INSPECTOR GENERAL FOR TAX ADMINISTRATION

Attestation Review of the Internal Reveanue
Service's Fiscal Year 2006 Annual
Accounting of Drug Control Funds

February 1, 2007

Roference Number: 2007-10-046

iha Tregswry Inspecior General for Tax Acminkiratin [ THGTA) and

Thie sopon FErmars (he propety of
the InbEEnal Revanye Sefdca withoud this permasaion of the TIGTA

may ol be disserinabed beyond

Egﬁ

Phone NMumber | 202-82F-TO3IT
Emall Address | Bonnls. MeslcQthgts.treas.goy
Wabk Eite | hitp:ihwwa tigte.gov
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DEFASTMENT OF THE TREABURY
WASHINOTOM. 0., TOI0

FETRCIE TR T Rt R T L]
TIRRTR ST TR

Februury 1, 20417

MEMORANDUM FOR CHIEF FINANCIAL OFFICER

) wheof R PR

FROM: Michee! R Phillips
Dieputy Inspectos Geniral for A it

SUBJECT: Final Audit Repor — Attestation Review of the Intermal Revenue
Sorvice s Fiscn! Yedr Y006 Annual Accounting of Dug Comtol Funds
{ Aaaddat @ 20657 10032}

This repn prevests the results of our sttestation revicw of the tnfemal Bevenue Sors we's (IRS)
Fiscal Year (FY ) 2006 Office of Mativna! Prag Control Pelicy (ONDCPY detailed accovnting
subwitision. The purpose of s review wiis to express @ copclusion shout thi reliabifity ol wich
assertion made in the detatled acoounting submsssin,

Impact on the Taxpayer

The 1RS reported that it cxpended 535484 midlion on ONDCP-relited activitics in FY 2000,
Ridishic financal information is critical w0 the TRS® ahility o accummtely report dn the reailts o
s peratinns 1 both internal and extemal stakeholders. including s yem

Synopsis

We deletmined that the |RS” FY 2006 ONDCP detailed sccounting subsnissios anml issorlioss,
suhmiticd 0 ws on fanuary 15 2007, did wot inchede ull roquired matoral imformation iea
remsomably demaibed explanation regarding the methodology used 10 calculale Fonids eapendud
Specitically, OMDCP reportung giideiines neguin that ll fundby expended on ONDCP-relntad
sctivities during o fisen] vewrbe chearly ropanad, However, the IRS simply re-reponed the
Fundig ol $55.028 million it hid received for the ONDCP in FY 2006 and notal that funds

Thne (ANTIT e 2winblishedd fm (908 i st prioritaes. implonsost o natmnal sategey. und cemify §odensd
{evierrinaes diup wamtied budpete Pub | Koo 103277 (Bivivion C-Tiike VI Sooies Ty 1y

Department of the Treasury
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FY 2006 Am:mmting of Dn}E Control Funds

Aftestation Review of the Internal
Revenus Service's Fizscal Year 2006 Annual
Accounting of Drug Control Funds

pctunlly expended were nol materally different. ONDCP purdelines alsy require that the
m:thldn'lug_v sed to cilculate funds expended be fully explamed. However, the 1RS noled only
that CISDCT Tands expendid were caleulisted bused on dired investigalive time without sny
dletudbed explonition regarding the methodology used to accomplish this calculation,

In fuct. the enly methodology elearly outlined by the Criminal Inviestigntion (1) function during
our inguines was the undt cost approach associated with the funding transter, alter reserssion, of
855 028 million. As pan of our fieldwork, we did inguire i (o whether funds expendied durng
FY 20416 were comsidered in prepermg the ONDOP repom snd waere informaod by the C1 Tunction
ad the time that this was not done.

O Jumuary 25, 2007, we provided a discussion droft audit repon notifving the IRS that i1«
ORIDCP detailed scoounting submission was materially incomplete. We also informed the TRS
that the umit cost methodology was imadequade for the purpose of cleulating funds expendied in
FY 2006, in the ovent it relied on this approach in anv way.

Tm respraniae o thos report. the RS fadieutad it bad cibeulated funds expended on ive ONDOCP
progeram in FY 2006 10 be 5535484 million. |n oddition, the [RS indicated that this calculation
wos hasid o the apphication of direet investigitive time atiributablbe o e ONDCT program w
O] funicton lends expended in FY 2006, The RS response also nestad that this caleutinion
includod o number of adjustments it had made o reflect costs specificallv pributable tw the
(ISP

In general. we found the overall cost allocation methodolpgy described i the TRS” pesponse w
ot dhseusawon draft report 1o be adeguately explamed and documented, with the exception of one
rrtter. Specifically. the IRS adjuuted its albocation-based estimite of ONDOT funids expomded
upwands by 2 milllon primanly o reflect salory and bepefits related b program musiesercnt
and analviiesl support statf costs it direcily attnbuted to the program.  However. the IRS did i
provhde an explanation as to why these types of costs wene so unigue it thit they wauld pot
st b incurmed by other O function proarans dod therefore slrendy be reflectisd mthe overall
wlloented cost catoulation

Buesiad o o review, i the IRS" FY' 2006 ONDOCP report were afjusted o neftecs the sddditional
mformation and cost calculition methodelopy ncluded i the TRS response to our discussion
ileaft report. nothing came le our attention. with the exception of the mutter discussed in the
prevoding pomgruph, W indicate thot the isertions sne ot presonted in all material respects in
aceondance with ONDCP-established criterin

Recommendation

We rccommended the Chaef Financial Officer ensure future ONDC'P reports use an iinal ysis of
current periikl Nnmnctal setivily tn determining the fundy expended.

Department of the Treasury F-7



FY 2006 Accountin g of l}mﬁ Control Funds

Attestation Review of the Infernal
Revenuve Service's Flscal Year 2006 Annwal
Accountimg of Drug Control Funds

Response

Ihe IRS agreed with our recommendution und, as discussed ahove, ncluded i its response o
diseription of the method usied o caleulate the FY 2000 drug resourees based on current perfod
funds expended. Managerment’s complete respoase 10 ihe druft report is included [s

Appendix V

Copics of this report are ghso beings sent to the RS minagers affectad by th repon
recommuendation, Please contaet me al (2023 622-6510 11 you have questions or

Naney Nokamira, Assistant Inspector General for Awdil { Headiguarters Uperations anil Exenipl
Cyrganizations Programs], o {202} 622-8500.

Departinent of the Treasary F-8
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Arttastation Review of the Intarnal
Revenie Service's Fizscal Year 2006 Annual
dAccounting of Dring Control Funds

Abbreviations
Tl Crimingl Investizntion
FIL Full-Time kquivalent
FY Fisenl Yem
IRS Intermul Revenue Serviee
NG CHce of National Dirag Control Pobioy

Diepartment of the Treasury
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- — —

Attestation Review of the Imternal
Revenue Service's Fiscal Year 2006 Annual
Accounting of Drug Control Funds

Background

Thie Anti-Drig Abuso Act of 198K extablishes os o policy

wel the creation of a drug-free Americi. A ey National Drirg Contro! Progran
prowisivn of the Act s the establishment of the Office of  agencies are required fo submit
Kational Drug Control Palicy (ONDUT) 10 set priocities. fo the Director of the ONDCF,
implement o notional strategy, und cenify Federal not later than February 1 of each
Government drug control budgets. The miemal Revenue e Wmm of all
Service™s ([RS8} Nercotics Program supports the Nitional

Drug Control Strategy through connnued support of the —

Orzamizad Crime and Drog Erforcement Tank Foree

Thix review was conducted as required by the Nutional Drug Enforeement Policy (21 LS
Section | TiEid)) and the ONDCP Crrulir entitled Aol Aecomrting of Prenige € wtitrenl Frnls.
dated April 18, 2000, The National Drug Control Propram agencies’ ane required fo subrmit o
the Dircctor of the ONDCT, not later than Febnury | af cach year, a detailod acoounting ol ll
tunids cxpendiod (the ONDCP Circular reguires amounts oblignted) during the proviows el
veor. Further, it reguines such sceounting o be authenticated by the Inspector General o cach
geency prioe 10 s submyssion,

The Transportation, Tressary, Hoesing and Urban Development, the Judiciary, the Distoct o
Columbit, znd Independimt Agencies Approprintions Act. 2000, wats enagted on

November 0, 3005, Within this law is o specific appropristion of $35.584 avillien to Fuml the
IRS Crimmal Investigation (C1) function drag enfurcoment actions.

Tiis reviow was performed in the IRS Headquatters offices of the Chiet Financtal Offieer and
Chiel CL {n 'Washington, D.C, during the period December 2006 through January 2007, Our
ceviiw wis conductid in accordanee with atiestation stondards established by the American
Institute of Certified Publhe Accountants. An attestution review i substontislly less in seopo
than un cxamination, the ohjedive of which is the expression ol an opimson on the ONDCP
dutuiled geoosnting submission sssertions. Accordingly, we do mit express such an opimion,

Dietailed informutivn on our audil objective. seope. and methodology i presented in Appendix |
Musjor contributons te the repon ure listed i Appendix 11

g | N 108377 Deion ©- Titke VL Section 70T(d) (1985

"watonal {3nng Urntrob Progrem Agencles are defimed g amy agency it b respomaible Ton bpglenseniing o
apect of the Nationad Diug Comtrl Strateey

C il 1 B D118 {200

Diepartment of the Treasury
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FY 2006 Accounting of Drug Control Funds

Attestation Review of the Intermal
Revenve Ssrvice's Fiscal Year 2006 Annual
Accounting of Drug Control Funds

Results of Review

The Methodology Used to Calculate the Internal Revenue Service's
Fiscal Year 2006 Annual Drug Control Funds Expended Was Ganerally
Well Documented

We reviewed the TRS ONDCP detmlod scevunting subimission and mssertions fof Fisil

Year (FY) 2006, which ended September 30, 2006 (yee Appadis IV). This subsmission,
including the assertivns mode. was prepured pursuant o 21 US.C. § 1704id) and the ONDCTP
Circdlar Amniad decownting of Drug Control Fimdy, snd i the responsibility of the IRS. The
assirtions, a8 roguired by Section 5.5, of the ONTHP Circolor, include siateiems thit the
methidology wsed bs reasoruble and accurate. including pxplanations and documentition of
etimation assumptions used; the methudology disclosed was the setual methodolowy weed. und
the st presented ane pasociated with obligaions agoinst o financial plan that reflects change. il
made. The ONDCP Circulur also roguires that xuch acoounting be authenticated by the Inspector
General of cach agemcy prior o fis submission

In EY 2006 ONDCF funding became o permanent pard of the TRS budget. In ponr years,
IRS-redatesd ONDCP funds expenderl wore nemibursed by the Depariment of Justice. The IRS
potieel im its FY 2006 ONDCP report that, in vonjunction with this change in funding strudion:,
the Department of Jestice transferred 329 Full-Time Equivalents (FTEY umil associnted funding
of 555,584 miltivn to the TRS im 17y 20006, Thes amount was reduced by o suhsogquent | porcent
Diepartment of the Freasury hudget rescission 1o S35028 millien wid 316 FTE= The IRS alsn
nated in it FY 2006 ONDCP report that the resounces associated with this mmsfor wern
ealculuted by multiplying the FTEs transfiernad by o unit cost mte.

Overtll, we found the IRS FY 2006 ONTDET Report, which was suhmiticd o us on

Jamuary. |1, 2007, did not include al) requined mteril information of o peasanably detunlud
explonation regarding the methodology usod (o cakculito fund: expomded. Specifically, ONDUCP
reperting guidelines reguine that all funds expended on ONDCP-reluted aetivities durimg a fiscal
viir b eleurly reported. However, the IRS simply ro-reported the funding of 555028 il 1
had received for the ONDCT in Y 2006 and noted thit {unds netually expended were nof
matcrially different. ONDCP guidelines alw noguire that the methodulogy wied o caleulate
funis expendid be fully explained. However. the IRS noted anly that ONDCT Funds expended
were caleulated based on direet investigative time withput any detofled explanation regarding the
methodology wsed o aceamplish this calcalition,

' A measure of kot howes (i sbich | FTE & cqual w0 ¥ e mubiphicd by thi sumbor of congpensable daysimia
partacidar focab vear. For Y 2000, T FT1 wis equesl w 2000 sl hooes.

Department of the Treasury F-12
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Aftestation Review of the Internal
Rovenue Service's Fiscal Year 2008 Annual
Accounting of Drug Control Funds

In fact. the only methodology clearly outlined by the CF function during our isguires was the
it cogt approach assecraled with the fundimyg transfer, affer rescissiin of $55.028 million. As
pitrt ol oy Fleldworke we did imguire ds 1 whethir funds expented dunmg FY 2006 were
considerad in preparing the ONDOP report anid were inlormed by the C1 Fumetion o e time that
this wus nod done,

On January 25, 2007, we provided a discussion drafl audit repon notifving the 1RS that the
Juruary 11, 2007, FY 2006 ONDCP Roport was motenally incompiete. We abso informed the
RS that the anit cost methodology was inadeguate for the purpose of codeulating funds expendid
in FY 200, i the event it relied on this approsch in ooy way.

Sprecifically, althuagh historival costs were used by the IRS  developing the unil cost mie for
spectol agents, this rale was subscquently inflated by numerous material, usupporied
adjusiments. For example, the unil cost rate caleulation for specinl agint-related indirect costs
such as rent. supplics, ind other services was submequintly increased by 75 poreent by the IRS
€1 fanction as part of the ONIXCP calculotion priwess. The O function was unahle i provide
oy detmlod analyss or docunmentotiom to support any of these adpusments.

In response 1o the discussion drafl repon. the IRS indicuted it had coléulnted funds expended o
the ONDCT program in FY 2000 10 be S35.484 million. In adiditvon, the IRS mdicaed that this
calculntion wus based on the application of diree! investigative fme atrbatile po e ONIEP
progeram o O funetion fonds expesded in FY 2006, The IRS' response tlso noterd that this
calculotion incleded a number o adprstments it had made fo refleet costs specifically stirnbulahle
1o the ONDCP.

[ general, we Sousd the overal] cust allocation methodology deseribed in the TRS” rospwrme (o
oir thiseiission deadl report to be sleguately explabmad sl documented, with (he excepdion of e
maiter. Specifically, the (RS adjusted its allocation-hased estimate of ONDCP tunds expended
apwands by 52 million primarily (o reflect salary amd benefits related to program management
and amulyticul support stafl costs it directly attrbuted 1o the program. However, the IRS did mo
privitke i cxplanation as to why these types of costs were so unigue that thal they wouhd not
inbstr b immcamned by wther ©1 function programs and therefore already be refloctad in the overall
illocatad cost enleulition.

Bubsrl o our review, (1 the IRS” FY 2006 ONDCT report were adjustod 1o néflect the additional
iformation end cost caleulation methodalogy included in the IRS response o our diseussion
lrali report, nothing cwome 1o our attention, with the exception of the maner discussed m the
prevealing paragnaph, 10 mdicite that the assermions are nol presenitad in all material respuects in
secardunce with ONTHCP-establishal cnteria.

Recommendation

Recommendation 1: The Chief Financial Officer should ensure future ONDCP reposits use
an imndysis o curvent period linancial activity in detenmining the funds expended

Department of the Treasury F-13



FY 2006 Ac-:nunting of Dmg Control Funds

Attestation Review of the Imtornal
Revenue Service's Fiscal Year 2006 Anmual

Accounting of Drug Control Funds

Management's Response; The IRS agreed with our recommondation sod inclsded
in s response o deseription of the method used w0 cafeulate the FY 2006 drog resources
hasisd oo current penod Tunds expendisl.

White thiz report s an unrestrictad public documenl, the inlomation it contains s intended
solely for the use of the TRS. the United States Departmont of the Treusary, the ONDCP, and
Congress, 11 is not infended fo be, and shoold not be, used by anyone other than these spes fiad
prirties

Department of the Treasury F-14
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Attestation Review of the Internal
Rovenue Service's Fiscal Year 2006 Annual
Accownting of Drug Conirol Funds

Appendix |

Detailed Objective, Scope, and Methodology

The overall objective of this review was i perfonn m atlestation review of the IRS feporting of
FY 2000 (DO obligations for the purpose ol eapressing a conclitsion on the relishility of the
assertions made in the detailed accounting submission. To secomplish vur objective, we
l. Obtained an understanding of the process osed fo prepare the IRS FY 206 ONIXCP
detatled sccounting submission,
A, Mscursedd the progess to recond and repon ONIXCP expenditores with nesponsible
IRS personnel
B. Chbtuined] any documents such s the detailal acaoanting submission. wnttén
procodures. supporting workshoets. aml recording modifications that evidence the
mcthidology wsed.

I Evaluated the reasonablenos 0f the drug mothodology prowess.,
AL Reviowed dotn supporting the deta od sccounting sobmission to estublish its
redationship o the amounts bemg reporied,
B. Reviewed the estimation methods used for consistency with reporteud amounts.
L Performed sufficient venbications of reported obligaticns o support our conclusion on
thi relwbility of tee asseriions
A, Venfied whether the detailed aceounting submission includes all of the rgumed
elements.

B. Verified the mathematical sccuracy of the shligations presentel, ruced the
miarmatiom 10 the sepporiing documentaiion. and reviewed the supporting
dicumoniation lor nesmahlenos

Department of the Treasury F-15
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Artestation Review of the Internal
Revenue Sorvice's Fiscal Year 2008 Anmual
Accounting of Drug Control Funds
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Appendix ||

Major Contributors to This Report

Nancy Nokamua. Assistant Inspector General for Audil {Headguarters Operations und Excmpl
Crpamnirations Programs)

Johin B Wright, Dhirecior

Anthomy J. Uhoma, Audit Manages

Mibdred Rite Woody, Lend Auditor

Hohen Beel, Senior Awditos
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Cffice of the Commssioner - Allenhon: Chiel of Siait O
Deputy Commidsaoner for Opsrations Support 05
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Management's Response to the Draft Report
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P.L 108118 ransfemed §55.8 mifion from the Deparimant of justios 1o tha RS ay
dirpat funding 1o support ihe OCDETF Frogmm. As nofed in the TIGTA report, (his
amounl v foduced by the 1 parconl budget rescission 1o $55 028 milisn sed

120 FTER. The FTE unil cont i #nd the sdiusiments i descorims] 850vE wens pasd
hlﬂﬂhbﬂﬂ“ﬂhﬂﬂﬂ mitlipn CCOETF farding dar G in the
integrried Financial Sywiem (IFE). This inillal F5 sllocation of the §55,028 milion
hicwemwis, i ] e rethodology vesd for deiermining how the: unds wen sxpandesd

A recomimanded by THATA, T sppdes e DiT spard on DCTETE cosme, whiich wes
B8 percant of g5 DIT in FY 2008, io centve th spockd sgent, mbor, and non-labor coals
chirged io the DCDETF progem. In addiion. CF hesdousdisnm (0] sial dedecsing
ful-na o the CEDETF program and OCDETT micrmstion technology (TT) cosls s
inciutied in e achusl DCDETF espondiivres. The FY 2004 OCDETE funds wans sponi
o Tl

Lt mrud rosr-lmtvoy supped coite  $53039 429
(AA% DIT i kotmi Cf enpandiures net of HO #e and IT CCDETF costa)
HO ataft dedicaiad o OCDETT 8 1,356 10
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1 e harve iy quasdions o Ui Edfone EessiEnce, pleess oontact Deen ez,
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Willams o 28223274
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DEPARTMEST O VETERANS ATTAIRS
Office af luspector General
Washimgion, 0 04

DATE: Sqnrel 14, 2007
To ¢ Lipef Finmneial Officer. Vetamats Health Adminkstration | { ™)
FRoM Asmstant Iospecton General for Auditing 152}

SUBIECT:  Final Report — Independent Resiew of VA s Fiscal Yem 200 Detaiied
Accounting Submizsion 1o e Ciffice of Nationsl Dmug Contro] Policy
(Report N6, 07-00753-102)

1, The Office of wationnl Drig Comirol Polley (ORI P} roquines: Va o st oo
aimiial Detailed Accotmting Subvmissiots {Subamssion ). & atiiborized by 21 LES.C 3
1204l Al ONDCF Circudar.  Duug  Conrma! Aecoumg  (Cirowlar, daned

April 15, 004, to ONDCP. The <ubsnbssion ta includad u this peport al Attt
A The Submiwien incloding {he assertions made. b the respotsibility of VA
piansEemenl

I We bave reviewad inAnARemIEn s NESeTton: & vequired by fhe Cjrciilar cOnCEINE
|5 drug methodology. rejogramng. and iransfers. and fond control notkes The
assertints are found in {he Subuussion on page 1. third parapapli: page 4
misclosre 10 Appliention of Do sathodology.™ page . “Disclosiae 3
Reprogrnniings and] Tratisfery ™ and page 3, “Disclasure 4: Fund Control Noneer

5 Ouy review wins cotidrcted s accotdnnce wirh mfestation stimsilanids estatibisted by the
Asiperican stz of Certified public Accousitnrts. aud the appligabrie stamdnrds
nitined in Government Aiitiie Standi, {ssued by the Comptroller General of
die Unired Stales. A feview v subetammially less in scope than mi e aminntion. the
hyective of which iy the exprewion of m opinion o e pesertions i the
Subpisuion. Acoordinaly. we dio fiot express anch an oo

} Oniy ReporT of Hhe it of the Dhepartmaift af Veted ans Affitrs Consolidited F. il
Gemenny  far  Freal  Yoon e il J00F  (Repon No. 0601174,
soveniber 14, 20061 dennfied thies puitenial wealmesses.  These material
weiknesses. were identified s ~{nformation Techuology {IT) Secuuty Comtrols.”
~hyfemrated Finaticial Managem=nl System,” dod rOperationsl Orversight " The
tepat also refemed to TR0 repostable condinoms dentified by snothier independent
public accounting firm cngaged by VA 1o 25y i o intemal sontrol assessmigTi
pursiian) 10 Office af Manapement and Budget Circular A-123 Appetidix A

Department of Veterans Affhirs H-3
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\farigement's Responsibiine for Internal Conn 4l Theve reportable condilions WeTe
\Aemnified as “TrRnsactxons rejecied fry FMST and “m:rpm'mnwml Transactions”

5. Mnterial wenkii@sess are reportable condinians il which the design or operation of o

or wore of the intermal canirol components dozs 0ol reduce 10 1 relatively low level
thse risk tht mﬁmmuﬂs:mtdhimmwmmmw;umwmmmmﬁil
wn relation 1o the financial sintements being audited may oceur aad ot be detected
n'immltmﬂypsmdwmqﬂuwﬁinﬂwmmlﬂmwnipmﬁmﬂﬂphﬁ
avsigmed imetions Reporiable conditions jnvolve malters comne 10 the muditors
atention relating 1o sigmificnal defictencies in the design of operation of the intemal
control over financinl repartingd it i the muditor’s judgesl. could adversely affect
+ A"s ability to record. proces. sommanze, and feport financinl data consistent wilh

 Rased upon our TEview, eXcE for the effects, if any. of the muterial weAkuesses and
repartable conditions discussed in (e fourth paragraph of tus repott: n_mhln:. came 0

pccotipanyiug Submission i tdentified in the weconid paragmph of this Tepon BrE

not fairty stated in all material respects based on (he criterin set forth in the Carcular.

t We provided you our drafl cepor for Teview, \'ms.-.!u-uﬂ-wimiherepnﬂ byt chinse

1o not provide cominents.
mﬂpmtuhﬂumﬂwl:tyfnfmmmuuﬂmduu of VA mppagement, the
ONDCP. sud e 11,5, Congress (562 Armelimen B for Repait DHstribation) This
report is not intenied to be and should oot be used by anyone other tisn thiese
specified patties.

jarrginal g by |

Belinda J. Fin

Artacbnyeils

Diepartment of Veterans Affairs
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FY 2006 ﬁ:cuunﬁngﬂf Dru Euntrnl Funds

sl nment

statement of Disclosures and Assertlans for FY 2006 Drug Expenditures
submitted to Office of Natienal Drug Control Policy (ONDCP) for FY Ending
3aptember 30, 2008

\n accordance wilh GNOCP s Cirgular, Dug Canirol Accountung, aatad April 18, 2003,
sha Vatarans Haalth Administration assers tha the VHA systam of secounting, usa of
actuals, snd sysiems of intarnal controis provida reasonatla sssurance hal

Expandiures and Optigations 3re nasad upon the acual axnandiuras as reponed oy
iha Dacision Suppart Systam (DE8S)

The mathodoiogy ysed o caiculate sxpenditures of budgetary resources is reasonable
snd accurata in all materigl respects and as described harein was tha actual
mathodalogy used 10 generata tha cosis.

Accounting changes are as stated In the disclosures that fallow.

Page 1ofE
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.-";I.'..n.'|||1'|-1.|'l- A

Januany 19, 2007

Mmﬁmﬂﬁﬂ‘ﬂw
Detision Suppoit Sysiem

The 2008 actuals are hiaeed on the Demision Syppon System (D55} wnich reptaced the
Cost Distribution Repon (CDR). The primary ditfarance Detween £5S and the COR 5 &
mapping of cost eanters by percentags 1o had seclons o oul patiert visli groups. D&s
maps cost 0 depanments, CO51S ate (han assigned 10 one of 56,000 Intermediate
products using Ralative Value LUnis Ry Relatva Valye Units basicalty definad a8
'he detarmining facior af how much resauites i takes 1o produce an imormediaté

ol Each Cost Categary far example Fixad DCiireci Labar o yariabla Labar fyas 8
RYL for each intermediale proguct All intermediate products 8 assigned to an actual
patient gncoumer either inpatient or outpatient using the patient care data beses. In
(1SS tha costs aré nol averaged rather they are reported by the 1otal of the encounters
and can be dritied 1o paunm':puciﬂl:. Also DSS includes all overhead costs agsigned 1o
a laciity to mclude Headquarsrs, National programs and Matwork Costs. 0SS does not
pick up the cosis of capital expenditures, it picks up e depfeciation costs In synopsis
0S5 raconds Ine 1ull cost of a patient encountars eithar inpatient or gutpatient that can
pe rofled up o Varaus YEEWE,

Tha Departmant af Veterans Allairs, through ka Velerang Heslth Administration,
gparsies B naticral network of 250 substanoa aDUSE freatmant programs located in thi
Department’s medical cenars, domiciiaries and autpatient olmics. Thasa programs
include 15 madical inpatiant prograrns, 52 regidantial rehabiiltation programs, 40
“|ptensive” outpatient programs, and 117 standard outpsatient programs

\elarans Heslth Administration In keaping with modam medical practice, confinues to
improva service dalivary by axpanding pnmary care and shifting treatment safvices o
jower cost settings whin clinically appropriata. Within services for addlctad vetarans,
ihis has involved & eybsutantial shift over tha past 10 years from inpatient o outpatient
models ol care.

All irspalisnl programs provide acute, in-nospital care and 8 =yheat also provide
datoification and gtanilization sarvices, aswell. They wypically reat patlants fx 14-28
cays Gna then provida outpatiant aftercare. inpatiant programs are Lsually reserved fof
savenaly impasred patiants (8.9, thoss with co-scouiTing cubstance abuse and serious
mantsl Minass) inpatiant {raatmant o Sivg addicticn hias SESomE rarg in W [ust 8 i
kag in ptner pans of ine nealthcare sysiem, only #.000 qrug waing velarans facanet
such troatment in 2006, Theresl ol WA's Z4-hils csr= suttings are ciassitiad as
residential rehgbiitation. They am based in on-site VA dormicklaries and in Gn- gnd of-
gite rasidential retabilitation ceniers They are diskngu sred from inpatien programs In

+gying lass madcal glafandg sefvices and lgnger lergis ol gtay fabout £ dayss.

Sags 20l B
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srinchniont

Most drug dapendent vetarans are treatod in outpatient programs. [nten shve outpatient
prograrnms srovide more 1han 3 nipurs of servica par dayto aach patient, and palianis
Sitend them 3 of more days per weak, Standard outpatient frogams ypically trest
patients for an hour of two par traatrmant day, and patisnts attand them 1 or  days 3
week,

vis Pragram Evaluation and Resource Center (PER() completed 3 prug and Aleohel
Program Survey of 100% of s subsiance abuse programs in £y 2004, which described
thiir staffing. sWuciure. servicas and histany in datgil. This repor was provided to Many
agancies, inclusing ONDCP, and 18 avaiiabie onine at

hitp hoews chice, ragearch, mad ua.gm.fuhcaipdfsfiﬂMDAF'E.pdt- The next igration of
this survey has gntared the field and a report s anticipated in the summer of 2007.

The iwvastmant in nealth care and specializad treatment of velerans with drug abuss
problams. funded by the fesOUTCEs in Madical Care, helps avold future health, walfare.
and crima costs associated with illegal drug use.

who used lich drugs. Tha most prevatant drug ysed was cocane, fol by haroin
gannabis and amphetamines. respactvely, About wo-thirds af VA drug abuse patients
were in Means Test Gatagory A tuflacting very low int About one-fourth of thess

patienta nad a sapvice-connecied disability (ihe 1erm rempyica-cannecied” relers 1o
injuries sustained in mikitary sarviee, especially \(hose injuries sustained 85 8 result of
military action)

Tha doilars expanded JHA research help to accuiira naw knowledga 1o Improva the
prevention, diagnosis gnd treatmant of diseass, and generate naw knowledge 1o
trprave the atfactivarass, sfficisncy, accessibility and quafily of voterans' health care.

Tha scoompanying Departmant of Valerans Affairs, Resourca Summary was praparsd
in sccordance with the toliowing Office of watioral Drug Centro! Policy (ONOCF)
circulats (a) Annual Ascounting of Drug Control Funds, daled April 18, 2003, and (b}
Budget Instructions and Certification Procadures, dated April 18, 2003, In secordance
with the guidance provided in the Office of National Drug Cantrol Policy's latizrof
Saptembar 7, 2004 WA methodaiogy only incorporates Specialized Trealment cOsls.

VA does nol rack obligations and gxpandiures by ONDCP lunclion. in the absence of
such capability, Actusls have hoen fumishad, 85 nricated

\/A considers SubStence BDUSE L9 Inslude both gleahol pluge 8nd ST atuse  Both
aanditions ara treated i VA subsiance abuse clinics. CNDCP nas requested ihal Vi
pravida information anly on drug abusa patients. Tothat and. VA has getarmined ihe
garcanags of patignts treated in sy hatance abuse eEiliNgs tor comicihary SUBSIENGS
ahusa, inpatent wraatments i 5;&1:-'.a1'|zer:l gulistenme shuss PGrRTS; and cutpatiant
eybstaroa shies slimine:

Page 3ol d
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'\.Iucll.rﬂﬂ‘cl .Y

WA considers Special Treatmant costs to be all cosls genadated by the vragtrnant of
patienls wilh drug use disarders trasled in gpecialized SUDSIBTCE abuse treatmant
programs.. For ine speciallzed subsiance ghuse ireatmant programs and clinics. VA
yeed Dacision Suppon SystEm IDSS) dala:

WA relims on DSS 12 daterming cosls i vanious had sections and clnical sattings. Al
axpenses (or epecialized inpatent. outpatient careg, 8nd extisniied cam BT incorparated
it the spending model.

S spacialized Traatmant, inpatiant — FY 2008 gligations wese §121 Big
i, VA sssumet a drug-rofaled percent of 61.66%"

b Specalzad Traatman, Domiciliary = FY 2006 obligations waia 544 441
ilion. Vi assumed a drug-related parcent of 78.33%°

- Specialized Traatment, Outpation! — Fy 2006 obligations were 5167 620
miliion, VA assumed 3 drug-related parcent of 92.30%"

d. Rasearch and Devalopmant — Fv 2006 ohligations were 511 %75 million.

@ ETEs Speclalized FTE 5 1 {04 and Is comptisad of the foilowing:
Specialized Inpatient FTE = 1,176 (drug-refated parcant of 61.88%:
Specialzed Domiciliary FTE = 447 (drug-related parcant ol 78.33%}, and
Speclalizad Outpatiem FTE = 1,571 (drug-rétated parcent of B2 M%)

Thiis budget accounis fof drug-retated coats for VA Madical Care and Research, LIS
not all encompassing of drug-relatad cosis for tha agenoy. VA Incurs costs related to
accaunting and security of narcotics and othet cantrotled subslances and cosls of law
enforcement related ' flegal drug activity, Rowever; thesa costs ang assumed to be
calatively small and would not have 2 matenal effect on the aggregate VA costs
roponod

I sccordance with the guidance provided in the Office of National Drug Control Pokcy s
lettar of Septembear 7, 2004 WA's methodology only incorporates Specialized TreatmEnt
engts and no longer lakes intd eonsideration Other Related T realmant costs

Diggipgyre 2; ARpiS : Drug Mai |

Drug mathadolegy dstaliad it Disclosure 7 wWas v mehial metheolody pmind 10
gencrste tha Resourma Summ™ary.

| poec=n) of &l Sulsiands (Jpe Dispidgr Inpatien's saen 102 Specahran Sutetemce LNS Digatitar LAk
AN & Erug Sagnas

i g gy o o S bl Lve Seggider Sxenowd Cany PAleflL 1880 & Sopclairar SohmeEnce las
Diimordes hnd i & Brue TS I

T maceat of aff Subslance Lwe G eopdas Elikie Gase mads By eng asTen

Paga &0l 8
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FY 2006 Accounting of Drug § Control Funds

A gefiment A

MMWM
Thste Was no rEpOErAmImINg of funds/transfers Ihai_sp-eciﬁ:alw affected crug

control-related tunding wecause diug control expendilurs e raportad an ihe Dass of
patients sareed in VERDUS VA clinical seltings far specislized substonce abuse treatmant

programs

i urg4: F
The data prasented are Sesocigted with oblkgetions against a financial plan that was
based upon & methodoiogy in accordance with al Fund Control Notices asued by the
Direclor undar 21 ULS.C.. 1703 (f) and gection 8 of the ONDCP Circular, Budge!
Exacution.

wﬁdﬁﬂﬂm

Par John McKetlar, Health Science Speciaiist, PERC the original "Parcent af All
gubstarce Use Disorder inpalisnts Sean in 8 Specializad Substanca Use Disorder Unit
wilh & Drug Disgnosis” was changed &nd lowered bacause i mistakenty included al
inpatients with a Substlance Lise Disgrder diagnoses rather then just 8 drug diagnos:s.
The armor was discoverad when the description of Ihe “Bctuais’ was run on Wednesday,
January 17, 2007, On Thursday, January 18, 2007 VHA requested permissian from
ONDCP to resubmit its budge! based on the revised drug pefcenl ONDCE's deaision
regardingithat request i3 still panding s of January 18, 2007,

r, ]

- § F
. /:' I = il : e r

i __;_'-.-L'f_.

: Jar-nﬁaﬁ'-F. McGaha
Associate Ghiel Financial Officar
for Resource Managament {(172)
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FY 2006 Atmunting_uf Drug Control Funds

Anigchiment A

Dapartment of Velerans Affairs
Resource Summary
Busget Authority in Millions

2006

e Description  Actuel
Orug Rescurces by Function & Dacision Unit:
Medical Cam:
Specialized Treatment

T P a4 441

inpatient S R e A e R R R P Y L $121.638

OUAPAUBAL. .. | o vrieiasstbiesiaientsstasnartite: ver e LA i St 5167.62C
Spectalized Traa!murﬂ ........... RS e ol e 5313698
Research & Development’ ., S §11.375
Drug Resources by Funm::n & Daush:m LlﬁlL Tmal ..................... T 5345.074

Drug Resources Personnel Eumrrmw

Totat FTE ... TN T T 3,104
Tl ENGCIaE ADDIOPTIBONG st s S73,736.8
Drug Porcantags . b e B LS i rrr AT

" Due e s '!:-';!'I-ilrﬂ.l.l i3 I 511 .ifﬁ rlion (ol FEEesran &0 Wewipirie 4 8n esumimn e iEraen
moremi Bainr Flnansie Varager (1230

Page ol b
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WIE-J'JL ’ U5 Suari Busikses ADMINIETRATION
;I:-,m.:.-l;; Wazmmpton, D G Z5aE

UiE - 2007

Mr. Teny &, Zobeck

Deputy Associnte Direchis

Office of Nptional Dy Controd Policy
Executive Office of the Prevident

Penr Mr. Foheck:

Thusak vou For viour ltter dued Raveriber 17,2006, As requested, the US. Stmiall Bumliess
Adninistration's (SA) i providing the following respomse.

Drug Methodalogy Fiscal Year 2006

unchi ixiom U

Preventinn - 59868 Fducudion - 550N

If vou have eny questions cuneming this report. ploose cottoes Terry Netson tn 574" Cfice ol
Sual| Busipess Dovelopment Ceniers w 202-2035-7304.

W press thunt Tiall compilinnce with the ONDCT Cireular woulé srvsls &5 unreasasialde bursten
oiy the SHA,

L
Artomnn [oes
Associute Adiinistrstor
Sl Dusiness Development Centers

L §
T

Tenmifer Main
Chief Firancial Officer

_—

P 7 G~
-":i‘ll- 1]‘mﬁuf
lirspectior Creseral
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ONDCP Circular: Brug Control Accounting

April 18, 2003

T THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS
SUBJECT:  Annual Accounting and Authentication of Drug Control Funds

I Purpose. This circulsr provides the polices and procedures ts be used by National Drug Control
Program agencies in conducting & detailed accounting and authentication of all funds expended o
National Drug Control Propram activifies,

2. Rescission. This circular rescinds and replaces the ONDOP Clroular, dnvn! Accounting of
Drug Control Funds, dated May 10, 2002,

3. Authority,
a 2N USC.§ 1704(d) provides: “The Director [ONDCP| shall

(A require the National g Congrol Progrm agencies 1w submit o the Director not later thar
Februry | of each vear a detailed accounting of all funds expended by the agencies for
MNational Drug Control Program activities during the previous fiscal year, and require such
accounting to be authenticated by the Inspector Ceneral of esch agency prior to submission 1w
the Director; amd

(B} submit to Congress nos later than April 1 of each vear the informution submitied 1o the
CHrector under subparagraph ()"

b 21 LLSC. § 1703(d)7) authorizes the Diroctor of ONDCP 1o o monitor implementation of
the National Drug Control Progmm, mncluding — (A) conducting program performance audits
and- evalustions: and (B) requesting assistanie from the Inspector General of the rolevant agency
in such audits and evaluations "

4. Definitions. As used i this clreutar, key terms related (o the Nistional Drug Control Progrum aned
budget are defined in Section 4 of the ONDCP Circular, Buddget Farmulation, daed April 1§, 2003,
These terms Include: Notiosnea! frug Control Program, National Drug Control Program Agency,
Bure, Drug Methodology, Drug Control Farsctions, and Budget Decivion Unity,  Further

Dirug Control Accuunting |



Reprogrammugs and Fund Contriil Notices referenced in Section 6 of this circular are definad i
Section b and Section & of the ONDCP Crroular, Budeer Execution, dated April 18, 2003,

3. Coverage. The provisions of this circular apply to all National Diug Control Program awencies,

fi. Detailed Aceounting Submission. e Chief Financial Officer (CFO) of each agency, or

fther accoumtable senior fevel senfor exccutive, shall prepare a Detmiled Accounting Subindssion to the
Bhirector, ONDCP. For agencies with no bursaus, this submission shall be a single report, & defined by
this section. For agencies with burcaus; the Detailed Accounting Submission shall consist of reports, a4
definied by this section, from the agency’s bureaus, The CFO of each buresy, or accauntuble senioe
level executive, shall prepare reparte. Each repoit miust inelude (a) a table highlighting pricr vear drug
control abligations data, and () a narative section making atsertions reganding the prior year
obligations data, Report elements are further detailad below:

2. Table of Prior Year Drug Control Obligations — For the most recently completed fiscal
year, esch report shall include & table of obligations of drug control budgetary resources
appropristed and available during the vear being reported.” Such table shall present obligations
by Dirog Control Function and Budger Decision Unit. & these categories are displayed for the
agency or trcan in the Nutional Drug Control Strategy Budges Summiry, Further, this
table shall be accompanied by the following disclosumes:

(1) Drug Methodolugy — The drug methodology shall be specified in & separite exhibit. For
abligutives caleulited pursusnt to s drug methodology, this presentation shall include
sulficient detafl w explain filly the derivation of all obligations data presented in the mhie:

(8) Obligations by Drug Control Function — All buresus employ o drug methedology o
report ohligations by Drug Control Function.

(b) Obfigations by Budget Deciston Unit — For certain multi-mission buresss —Bureau
of Customs and Border Protection, Coast Guard, Bureau of Tmmigration and Customs
Enforcement, and the Veterans Health Adminlstration (VHA) — obligations reported by
Fludget Decision Unit shall be calculated pursiant 1o an approvid drug micthodology.
For all other bareaus, drug control ohligations reported by Budpet Decision Unit shall
represent 10U percent of the actual obligations of the bureay fiv thase Buiget Decision

Coziztent with reporting requitements of the ONDCP Cirolnr, Huidgel Fovmulating, duled Apel |8, 2003,
resnurees redeivied from the following scéounts are exeluded froan ol igutisen estimnres: (1) ONDCE — High Intensity
Lrug Traficking Arém (HIDTA) ond (2) the Orgnnieed Crime Dinig Enforooment Task Forces Program. Otligst lone
agalnnt Hhese resources dhall be excluded feam the fable required by tis section b shitll he reporied on e
canaotidated bazin by thuse horenua. Generally, 1o prevent double-couiting speeies shoulid not reprrt abjl gatbona
againnt lisdpet resources recelved a5 o reimburscment. An agency that is the source of the hudget authority foe
such reimbursenients shall be the reparting entily wider this iireulns.

g Control Acoounting
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Linits, a5 they are defined for the National Drug Control Budgel (See Attachment B of
the ONDICP Circulas, Budger Formudation, dated April 18, 2003,)

(2} Methodology Muodifications - Consistent with CONDCFs prior approval, if the drug
miethodalogy has been modified fram the previous year, then the changes, their purpose,
mdﬂnqmﬂitaﬁwcﬂﬂmmuinhamnﬂs}mﬁmhgﬂmmw method versus the
amountis) that would have been reported under the old method shall be disclosed *

(3} Material Weaknesses or Other Findings - Any material weakness or other findings
by independent sourses, or ather known weaknesses inclading those identified in the
Agency's Annual Sttement of Assurance, which may affect the presentation of prior vear
drug-related obligations data, shall be highlighted. This may be accomplished by either
priwviding o briel written sumimary, oc by referencing and nttaching relevant portions of
exsling assurance reports. For each material weakness or other finding. comective actions
currently underway or contempluted shall be identified

(4] Reprogrammings or Transfers — All prioe yoar reprogrammings ar transters that
affected drug-related budgetary resources shall be identified: for each such PEPIOLTRITITIIE
or transfer, the effect on drug-nalated obligations reported in the table required by this
seetion alss shall be- identified.

(3) Other Disclasures — Apencies may make such other disclosires s they feel are nicessary
tor clarify any issses reganding the data reported under this circular.

. Assertions — A ammmmmmﬂmﬂlmanmmmemmm
ass:niunsammadﬁmgumjnglf:ubligminndmmmﬂnlinllleuizltrcqutrudhyﬂuctiunﬁa:

(1] Obligations by Budget Decision Unit - With the exception of the multi-mibssion bureais
noted in Section 6af|)(h), reports under this section shall include an gssertinn that
abligations reponted by budget decision unit are the actual obligations from the bureau'’s
nccounting system of record fir these budget decision units.

(2) Drug Methodelogy — An assertion shall be made regarding the neasonableness and
scouracy of the drug methodology used (o calculate obligations of prior year budpetary
resounces by function for all bureaus and by budget decision unit for the Burday of Customs
and Immigration Enforcement, Coast Guard, the Burean of Immigration and Customs
Enforcement, anid VHA. The criteria associnted with this assertion ane as tollows:

‘For chunges that did not receive prinfappravisl, the ageicy ar baireny shall suhinit such chunges

tir CENIMCP for npproval unider sepursts caver.
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(a) Data - If workload or other statistical infirmation supparts the drug methodology, then
anfﬂmﬂmdhcmﬂmmm“wmlmmin5ﬂmﬂd
be: well documented. 1F these data are periodically collected, then the data used in the
drug methodabgy must be clearly identified and will be the maoss revently availahle.

(k) Other Estimation Methods — If professianal judement or other estimation methods
re used s part of the drug methoddlogy, then the association between these
mmmm@mmngﬁmmmmmmmmm@@
expluned and documented. These sssumptions should be subjected tw perindic roview,
in order ko confiem their continued validity,

(ch Finnncial Systems - Financinl systems supportinig the drug methodology should yield
data that fairly present, in all material respects, apgregate obfigations fram which drug-
related obligation estimates are derived.

131 Application of Drug Methodology — Fach report shall include an assertion tht the drug
methodoluiry disclosed in this section was the actual methodology used o penerate the tshie
required by Section 60 Caleulitions must be sufficlently well documented fo independently
reprocuce these data. Caleulations should alsy provide a means 1o enstire congstency of
dota between reporting vears.

(4) Reprogrammings ur Transfers — Further, esch repoit shall include an assertion that the
dity presented are associated with obligations against a financial plan that, if revised during
the fiscal year, properly reflects those chiinges, including ONDCPs approval of
reprigrammings or transters affiecting drug-related resources i excess of 45 million.

(3) Fund Cantrol Notices — Each report shall alio include an sssertion that the daty presentd
sine iwssciutied with obligatioas against a fnancial plan that fully complied with all Fus
Control Notices {aswed by the Director under 21 U S.C. § 1703(f) and Section & of the
LUNDCF Circular, Budger Execution.
7. Inspector General Authentication. Ench report defined in Section 6 shall be provided to the
ageney’s Inspectar Generl (1G) for the purpose of expressing a conclsion abaut the refiability of exch
assertion made in the repart. ONDCP anticipates that this engagement will be an attestation review,
consastent with the Statementy for Standards af dttestarion Engagements, promulgated by the
American Instinue of Certified Public Accommtants.

#, Unrensonable Burden. Unleis a detailed repart, as specitied in Section 6, is specifically
requested by ONDCP, an agency or bureau inchided in the Nitional Dirug Control Budget with prior
year drig-relsted obligations of kes than $50 million meay sitbmit through its CFO, or its sccountable
semiior bevel execttive, an altermnative report 1o ONDCP, consisting of only the table highlighted in

g Coetrol Accounting 4



Section fu. omitting all other disclosurss. Suck report will be accompanied by statements from the
CHO, or secountable senior level executive, and the agency Inspector General attesting tha) fizll
compliance with this Circular would constitute an unreasonihle reporting burden. In those instances,
obligistions reparted under this section will be considired as constituting the stutorily required detailed
pecoanting. unless ONDCP notifies the agency that greater detsil is required.

9 Paint of Contact and Due Dates, Each sgency CFO, or accountable serior bevel executive, shall
tramsenit i Detailed Accounting Submission, consisting of the reportis) defined in Section 6, along with
the 1G*s suthentication(s) defined in Section 7, 1o the attention of the Associite Director for Planning
il Budget, Office of Mational Drug Contral Pollcy, Washington, TC 20503, Detailed Accounting
Submissions, with the accompanying 1G authenticution(s), are due 1o ONIDCP by February 1 of cach
year. Agency management niist submit reports to their Office af Inspector General (OIG) in sufficient
time 10 allaw for roview and 1G authemtication under Section 7 of this clroular. CNDCP recommends o
1 Drecember due date for agencies 1o provide their respective OIG with the requined reports and
informgtion.

John ', Waheory
Direcior

L
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