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Executive Summary 
 

Background 
 
This presents for Congress the Fiscal Year 2007 Accounting of Drug Control Funds.  As part of 
the 1998 law that reauthorized the Office of National Drug Control Policy (ONDCP), a provision 
was added (Public Law 105-277, October 21, 1998 [Div.C, Title VII], Section 705(d)), which 
mandates that the Director of ONDCP shall, “(A) require the National Drug Control Program 
agencies to submit to the Director not later than February 1 of each year a detailed accounting of 
all funds expended by the agencies for National Drug Control Program activities during the 
previous fiscal year, and require such accounting to be authenticated by the Inspector General for 
each agency prior to submission to the Director; and (B) submit to Congress not later than April 
1 of each year the information submitted to the Director under subparagraph (A).”  That 
provision was not changed by the ONDCP Reauthorization Act of 2006 (Public Law 109-469, 
December 29, 2006). 
 
In order to comply with this statutory provision, ONDCP issued a Circular, Annual Accounting 
of Drug Control Funds (Tab K), to all National Drug Control Program agencies defining the 
requirements for annual accounting submissions.  The Circular specifies, “Each report…shall be 
provided to the agency’s Inspector General for the purpose of expressing a conclusion about the 
reliability of each assertion made in the report.”  In assessing reliability, ONDCP anticipates 
each Office of Inspector General (OIG) will conduct an attestation review consistent with the 
Statements for Standards of Attestation Engagements, promulgated by the American Institute of 
Certified Public Accountants.  An attestation review is more limited in scope than a standard 
financial audit, the purpose of which is to express an opinion on management’s assertions.  The 
objective of an attestation review is to evaluate an entity’s financial reporting and to provide 
negative assurance.  Negative assurance, based on the criteria established by the ONDCP 
Circular, indicates that nothing came to the attention of the OIG that would cause them to believe 
an agency’s submission was presented other than fairly in all material respects. 
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Department Compliance and Attestation Reviews 
 

All National Drug Control Program agencies complied with the provisions of the Drug Control 
Accounting Circular dated May 1, 2007.  This fact is evident, along with whether an agency 
passed or failed the required attestation review, in the table below.  For the purposes of this 
report, “pass” indicates an agency’s OIG was able to complete their review and provide negative 
assurance.  Conversely, “fail” implies that an agency’s assertions regarding its FY 2007 drug 
control obligations were not reviewable. 

At the time of compiling this report, the Department of State’s United States Agency for 
International Development (USAID) OIG report was not ready, and ONDCP did not want to 
delay further this report.  ONDCP will transmit the USAID report when we submit the 
Performance Summary Report later this year.  The Performance Summary Report will provide 
Congress with an assessment of each National Drug Control Agency’s performance measures.   
 
Table:  Compliance and Attestation Review Summary 

 
 

Department/Bureau 

Compliance with 
ONDCP Circular 

(Yes/No) 

OIG/Independent 
Auditor Attestation 
Review (Pass/Fail) 

Defense  Yes Pass 
Education   

Office of Safe and Drug-Free Schools Yes Pass 
Health and Human Services   

National Institute on Drug Abuse Yes Pass 
Substance Abuse and Mental Health Services 
Administration 

Yes Pass 

Homeland Security   
United States Coast Guard Yes Fail 
Immigration and Customs Enforcement Yes Pass 
Customs and Border Protection Yes Pass 

Justice   
Bureau of Prisons Yes Pass 
Drug Enforcement Administration Yes Pass 
Organized Crime Drug Enforcement Task Force Yes Pass 
Office of Justice Programs Yes Pass 

State   
Bureau of International Narcotics and Law 
Enforcement Affairs 

Yes Pass 

Transportation   
National Highway Traffic Safety Administration Yes N.A. /1 

Department of the Treasury   
Internal Revenue Service Yes Pass 

Veterans Affairs    
Veterans Health Administration Yes Pass 
Small Business Administration Yes N.A. /1 

Notes:  /1
 In compliance with the ONDCP Circular, the Agency submitted an alternative report because the requirements created an 

unreasonable burden.  The alternative report was not subject to an attestation review. 
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Summary of Agency Reports 
 

Department of Defense 
 
The Department of Defense’s (DoD) accounting of FY 2007 drug control obligations (Tab A) 
satisfies all requirements established by ONDCP’s Circular, including the rendering of a 
negative assurance by the DoD OIG, which indicates that nothing came to the attention of the 
OIG that would cause them to believe DoD’s submission was presented other than fairly in all 
material respects.  Given this, DoD was assessed a rating of pass.  
 
 

Department of Education 
 

The Department of Education’s accounting of FY 2007 drug control obligations (Tab B) satisfies 
all requirements established by ONDCP’s Circular, including the rendering of a negative 
assurance by the Department’s OIG.  Given this, Education was assessed a rating of pass. 

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

• Approximately $7.5 million of Safe and Drug-Free Schools National Programs funds 
support alcohol and other drug prevention projects for students enrolled in institutions of 
higher education.  For college students 21 years of age or older, alcohol is a legal drug, 
consequently, services provided to students of legal age fall outside the scope of the 
National Drug Control Strategy. 

 
 

Department of Health and Human Services 
 
The Department of Health and Human Services’ (HHS) accounting submission includes separate 
reports for the National Institute on Drug Abuse (NIDA) and the Substance Abuse and Mental 
Health Services Administration (SAMHSA) (Tab C).  
 

NIDA:  NIDA’s accounting of FY 2007 drug control obligations satisfies all requirements 
established by ONDCP’s Circular, including the rendering of a negative assurance by the HHS 
OIG.  Given this, NIDA was assessed a rating of pass.  

 
SAMHSA: SAMHSA’s accounting of FY 2007 drug control obligations satisfies all 
requirements established by ONDCP’s Circular, including the rendering of a negative 
assurance by the HHS OIG.  Given this, SAMHSA was assessed a rating of pass.  

• The management of the HHS Program Support Center (PSC), SAMHSA’s financial 
accounting service provider, identified a systems non-conformance and one material 
weakness in FY 2006.  PSC evaluated its internal controls and provided a qualified 
statement of assurance that its internal controls meet the objectives of the Federal 
Financial Management Improvement Act of 1996, with the following exceptions: 1) PSC 
is continuing to make progress but has not completely resolved a material dollar amount 
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of accounting entries identified on the Summary of Unadjusted Differences; 2) PSC has 
not completed a full annual reporting cycle using the Unified Financial Management 
System (UFMS); and 3) PSC’s revised documentation for the Financial Reporting closing 
process has not been validated.  With these revisions for 2007, both HHS accountings 
could be assessed a rating of pass. 

 
 

Department of Homeland Security 
 
The Department of Homeland Security’s (DHS) accounting submission includes separate reports 
for the United States Coast Guard (USCG), Customs and Border Patrol (CBP), and Immigration 
and Customs Enforcement (ICE) (Tab D).   
 

USCG:  USCG could not provide to the DHS OIG an assurance to any of the financial data 
contained within the detailed accounting submissions.  Therefore, the DHS OIG was unable to 
provide the level of assurance required by ONDCP’s Circular.  Given this, USCG was assessed 
a rating of fail. 
 
• The DHS OIG contract audit firm has identified a number of material weaknesses as 

referenced in the Coast Guard’s 2007 submission.  The Coast Guard has a very 
aggressive and holistic remediation plan in place to resolve these weaknesses, that 
included chartering of the Financial Management Transformation Task Force, 
establishment of the Office of Financial Transformation and Compliance, and chartering 
of a Senior Management Council and Senior Assessment Team to align our efforts with 
the Federal Managers Financial Integrity Act.  In March 2007, the Coast Guard published 
its Financial Strategy for Transformation and Audit Readiness (FSTAR), a high level 
strategy and initial schedule to address our material weaknesses.  The Coast Guard has 
committed extensive personnel and financial resources to this effort, and resolution of the 
material weaknesses and earning of an unqualified opinion are a top priority of senior 
Coast Guard management. 

 
CBP:  CBP’s accounting of FY 2007 drug control obligations satisfies all requirements 
established by ONDCP’s Circular, including the rendering of a negative assurance by the DHS 
OIG.  Given this, CBP was assessed a rating of pass. 

• The report did note that CBP had modified the methodology used to determine the 
amount of funding spent on anti-drug activities, in order to better characterize CBP’s 
efforts.  These changes decrease FY2007 obligations by $128.6 million. 

 
ICE:  ICE’s accounting of FY 2007 drug control obligations satisfies all requirements 
established by ONDCP’s Circular, including the rendering of a negative assurance by the DHS 
OIG.  Given this, ICE was assessed a rating of pass. 

• The independent audit identified no material weaknesses, and noted that ICE had 
remediated its two FY2006 remaining material weaknesses. 
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Department of Justice 
 
The Department of Justice’s (DOJ) accounting submission includes separate reports for the 
Bureau of Prisons (BOP), Drug Enforcement Administration (DEA), Organized Crime Drug 
Enforcement Task Force (OCDETF), and Office of Justice Programs (OJP) (Tab E).   
 

BOP:  BOP’s accounting of FY 2007 drug control obligations satisfies all requirements 
established by ONDCP’s Circular, including the rendering of a negative assurance by the DOJ 
OIG.  Given this, BOP was assessed a rating of pass.  

• The independent audit identified no material weaknesses but noted one deficiency related 
to Information Systems Controls.  The BOP has implemented corrective action plans to 
specifically address this deficiency.  

 
DEA:  DEA’s accounting of FY 2007 drug control obligations satisfies all requirements 
established by ONDCP’s Circular, including the rendering of a negative assurance by the DOJ 
OIG.  Given this, DEA was assessed a rating of pass. 

• No material weaknesses were identified however the audit revealed an IT-related 
deficiency.  The DEA IT significant deficiency relates to the FISCAM general control 
area of Access Controls.  Specifically, the DEA had issues related to security patch 
management and configuration management within Access Controls.  The DEA 
management noted that the DEA is in the process of implementing corrective action 
plans.   

 
OCDETF: OCDETF’s accounting of FY 2007 drug control obligations satisfies all 
requirements established by ONDCP’s Circular, including the rendering of a negative 
assurance by the DOJ OIG.  Given this, OCDETF was assessed a rating of pass.  

• While no material weaknesses were identified, the Independent Auditor noted three 
deficiencies in the fiscal year 2007 audit.  Deficiencies were identified in the accrual 
accounting functions, controls over Journal Entries and on the information system 
controls environment.  The impact of these deficiencies on the presentation of drug-
related obligations is undetermined.  DOJ will develop corrective action plans to address 
these deficiencies. 
 

OJP: OJP’s accounting of FY 2007 drug control obligations satisfies all requirements 
established by ONDCP’s Circular, including the rendering of a negative assurance by the DOJ 
OIG.  Given this, OJP was assessed a rating of pass.  

• The OIG reported no material weaknesses; however it did identify the following 
deficiencies: 1) improvements are needed in its grant deobligation process, 2) 
improvements are needed in controls over grant payable estimation processes, 3) 
weaknesses exist in the Information System Controls Environment.  OJP has already 
developed an action plan to correct these deficiencies. 
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Department of State 
 
The Department of State’s (State) accounting of FY 2007 drug control obligations (Tab F) 
satisfies all requirements established by ONDCP’s Circular.  While the OIG found that INL did 
not have an effective process in place to verify independently the obligation data included in its 
report to ensure that the data were accurate and complete, State was assessed a rating of pass.  

• Reasons cited by the OIG as why INL did not have an effective process in place to verify 
independently the obligation data is attributed to an independent external auditor finding 
that the entire Department of State’s financial management system was inadequate, an 
issue beyond INL’s control.  The auditor noted that the department’s financial systems 
did not support management’s fiduciary role by providing complete, reliable, consistent, 
timely, and useful financial management information.  The Department will work to 
resolve the reported deficiencies in FY 2008. 

 
 

Department of Transportation 
 
The Department of Transportation’s (DoT) drug-related activities fall below the reporting 
threshold of $50 million.  As a result, DoT submitted a limited report (Tab G).  The report 
includes a table of FY 2007 obligations for the National Highway Traffic Safety Administration - 
Drug Impaired Driving Program and an explanation of drug methodology.  DoT’s submission 
satisfies all requirements established by ONDCP’s Circular. 
 
 

Department of the Treasury 
 
The Department of the Treasury’s accounting of FY 2007 drug control obligations (Tab H) 
satisfies all requirements established by ONDCP’s Circular, including the rendering of a 
negative assurance by the Treasury Inspector General for Tax Administration (TIGTA).  Given 
this, Treasury was assessed a rating of pass. 
 
 

Department of Veterans Affairs 
 
The Department of Veterans Affairs (VA), Veterans Health Administration’s (VHA) accounting 
of FY 2007 drug control obligations (Tab I) satisfies all requirements established by ONDCP’s 
Circular, including the rendering of a negative assurance by the Department’s OIG.  Given this, 
VHA was assessed a rating of pass.  
 

• VHA identified three material weaknesses.  The weaknesses occur in Financial 
Management System Functionality, Information Technology Security Controls, and 
Financial Management Oversight.  
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Small Business Administration 
 
The Small Business Administration’s (SBA) drug-related activities fall below the reporting 
threshold of $50 million.  As a result, SBA submitted a limited report (Tab J).  The report 
includes a table of FY 2007 obligations for the Drug-Free Workplace Program and an 
explanation of drug methodology.  SBA’s submission satisfies all requirements established by 
ONDCP’s Circular, including concurrence from the SBA OIG that an alternative report was 
proper. 
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Office of Inspector General 
 
U.S. Department of Homeland Security 
Washington, DC 20528 

 
 
     April 18, 2008 
 
 
MEMORANDUM FOR: Admiral Thad M. Allen 

Commandant  
United States Coast Guard 

 
FROM: Richard L. Skinner 
  Inspector General for Audits 
 
SUBJECT: Independent Review of The U.S. Coast Guard’s Reporting of FY 2007 

Drug Control Obligations     
 
 
Attached for your information is our report, Independent Review of The U.S. Coast Guard’s 
Reporting of FY 2007 Drug Control Obligations.  
 
The Table of Drug Control Obligations is required by 21 U.S.C. 1704 (d) and the Office of National 
Drug Control Policy (ONDCP) Circular, Drug Control Accounting, dated May 1, 2007, and is the 
responsibility of USCG’s management.    
 
We contracted with the independent public accounting firm KPMG LLP to perform the review.  The 
review was conducted in accordance with attestation standards established by the American Institute 
of Certified Public Accountants.  Due to USCG’s inability to provide assurance to any of the 
financial data contained within the detailed accounting submissions, KPMG was unable to provide 
the level of assurance required of the review.  A review is substantially less in scope than an 
examination, the objective of which is the expression of an opinion.  Accordingly, we do not express 
such an opinion as a result of our review.   
 
Should you have any questions, please call me, or your staff may contact Anne Richards, Assistant 
Inspector General for Audits, at 202-254-4100. 
 
 
Attachment 
 
 



 
 
 
 
 

 
 

Independent Review of The U.S. Coast 
Guard’s Reporting of FY 2007 Drug 

Control Obligations 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 
 
 
 
 

 
 

DEPARTMENT OF HOMELAND SECURITY 

Office of Inspector General 

      

OIG-08-42 April 2008 
 



 
 

Office of Inspector General 
 
U.S. Department of Homeland Security 
Washington, DC  20528 

 
 

 
 

 
 
 
April 18, 2008 
 

Preface 
 
The Department of Homeland Security (DHS) Office of Inspector General (OIG) was established by 
the Homeland Security Act of 2002 (Public Law 107-296) by amendment to the Inspector General 
Act of 1978.  This is one of a series of audit, inspection, and special reports prepared as part of our 
oversight responsibilities to promote economy, efficiency, and effectiveness within the department. 
 
This report represents the results of the review of the Table of Drug Control Obligations of the U.S. 
DHS Coast Guard (USCG) for the year ended September 30, 2007, for the Office of National Drug 
Control Policy (ONDCP).  We contracted with the independent public accounting firm KPMG LLP 
to perform the review.  USCG’s management prepared the Table of Drug Control Obligations and 
related disclosures to comply with the requirements of the ONDCP Circular, Drug Control 
Accounting, dated May 1, 2007.  However, USCG’s management could not provide assurances as to 
the integrity of the financial data contained in its Table of Prior Year Drug Control Obligations and 
related disclosures.  As a result KPMG was unable to provide a report on the Table of Prior Year 
Drug Control Obligations and related disclosures.    
 
It is our hope that the information in future reports will result in effective, efficient, and economical 
operations. We express our appreciation to all of those who contributed to the preparation of this 
report.  
 

        
      
      

Richard L. Skinner 
Inspector General 
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 Assistance Secretary for Public Affairs 
 Under Secretary for Management 
 Chief Financial Officer 
  

Office of National Drug and Control Policy  
Associate Director for Planning and Budget  

 
U.S. Coast Guard 

 Commandant   
Chief Financial Officer 

 USCG Audit Liaison 
 
 Office of Management and Budget 
 Chief, Homeland Security Branch 
 DHS OIG Budget Examiner 
 
 Congress 

Congressional Oversight and Appropriations Committees, as appropriate 
 

    
 



 

Additional Information and Copies 
 
To obtain additional copies of this report, call the Office of Inspector General 
(OIG) at (202) 254-4199, fax your request to (202) 254-4305, or visit the OIG web 
site at www.dhs.gov/oig. 
 
 
OIG Hotline 
 
To report alleged fraud, waste, abuse or mismanagement, or any other kind of 
criminal or noncriminal misconduct relative to department programs or 
operations: 
 

• Call our Hotline at 1-800-323-8603;  
• Fax the complaint directly to us at (202) 254-4292;  
• Email us at DHSOIGHOTLINE@dhs.gov; or 
• Write to us at: 

DHS Office of Inspector General/MAIL STOP 2600, Attention:   
Office of Investigations - Hotline, 245 Murray Drive, SW, Building 410, 
Washington, DC 20528. 

 
The OIG seeks to protect the identity of each writer and caller.  



Office of Inspector General 
 
U.S. Department of Homeland Security 
Washington, DC 20528 

 
 
     April 18, 2008 
 
 
MEMORANDUM FOR: Julie L. Myers 

Assistant Secretary 
Immigration and Customs Enforcement 

 
FROM: Richard L. Skinner 
 Inspector General for Audits 
 
SUBJECT: Independent Review of The U.S. Immigration and Customs 

Enforcement’s Reporting of FY 2007 Drug Control Obligations     
 
 
Attached for your information is our report, Independent Review of The U.S. Immigration and 
Customs Enforcement’s Reporting of FY 2007 Drug Control Obligations.   This report contains no 
recommendations. 
 
The Table of Drug Control Obligations is required by 21 U.S.C. 1704 (d) and the Office of National 
Drug Control Policy (ONDCP) Circular, Drug Control Accounting, dated May 1, 2007, and is the 
responsibility of ICE’s management.    
 
We contracted with the independent public accounting firm KPMG LLP to perform the review.  The 
review was conducted in accordance with attestation standards established by the American Institute 
of Certified Public Accountants.  A review is substantially less in scope than an examination, the 
objective of which is the expression of an opinion.  Accordingly, we do not express such an opinion 
as a result of our review.  
 
Should you have any questions, please call me, or your staff may contact Anne Richards, Assistant 
Inspector General for Audits, at 202-254-4100. 
 
 
Attachment 
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Office of Inspector General 
 
U.S. Department of Homeland Security 
Washington, DC  20528 

 
 

 
 

 
 
 
April 18, 2008 
 
 

Preface 
 
The Department of Homeland Security (DHS) Office of Inspector General (OIG) was established by 
the Homeland Security Act of 2002 (Public Law 107-296) by amendment to the Inspector General 
Act of 1978.  This is one of a series of audit, inspection, and special reports prepared as part of our 
oversight responsibilities to promote economy, efficiency, and effectiveness within the department. 
 
This report presents the results of the review of the Table of Drug Control Obligations and related 
disclosures of the DHS’ Immigration and Customs Enforcement (ICE) for the year ended September 
30, 2007, for the Office of National Drug Control Policy (ONDCP).  We contracted with the 
independent public accounting firm KPMG LLP to perform the review.  ICE’s management 
prepared the Table of Drug Control Obligations and related disclosures to comply with the 
requirements of the ONDCP Circular, Drug Control Accounting, dated May 1, 2007.  We do not 
express an opinion on the Table of Drug Control Obligations and related disclosures.  
 
It is our hope that the information in this report will continue to result in effective, efficient, and 
economical operations.  We express our appreciation to all of those who contributed to the 
preparation of this report.  
 

        
     
 

Richard L. Skinner 
Inspector General 
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Congressional Oversight and Appropriations Committees, as appropriate 
 

    
 



 

Additional Information and Copies 
 
To obtain additional copies of this report, call the Office of Inspector General 
(OIG) at (202) 254-4199, fax your request to (202) 254-4305, or visit the OIG web 
site at www.dhs.gov/oig. 
 
 
OIG Hotline 
 
To report alleged fraud, waste, abuse or mismanagement, or any other kind of 
criminal or noncriminal misconduct relative to department programs or 
operations: 
 

• Call our Hotline at 1-800-323-8603;  
• Fax the complaint directly to us at (202) 254-4292;  
• Email us at DHSOIGHOTLINE@dhs.gov; or 
• Write to us at: 

DHS Office of Inspector General/MAIL STOP 2600, Attention:   
Office of Investigations - Hotline, 245 Murray Drive, SW, Building 410, 
Washington, DC 20528. 

 
The OIG seeks to protect the identity of each writer and caller.  



Office of Inspector General 
 
U.S. Department of Homeland Security 
Washington, DC 20528 

 
 
     April 18, 2008 
 
 
 
MEMORANDUM FOR: W. Ralph Basham 

Commissioner 
United States Customs and Border Protection 

 
FROM: Richard L. Skinner 
 Inspector General for Audits 
 
SUBJECT: Independent Review of The U.S.  Customs and Border Protection’s 

Reporting of FY 2007 Drug Control Obligations     
 
 
Attached for your information is our report, Independent Review of The U.S. Customs and Border 
Protection’s Reporting of FY 2007 Drug Control Obligations.  This report contains no 
recommendations. 
 
The Table of Drug Control Obligations is required by 21 U.S.C. 1704 (d) and the Office of National 
Drug Control Policy (ONDCP) Circular, Drug Control Accounting, dated May 1, 2007, and is the 
responsibility of CBP’s management.    
 
We contracted with the independent public accounting firm KPMG LLP to perform the review.  The 
review was conducted in accordance with attestation standards established by the American Institute 
of Certified Public Accountants.  A review is substantially less in scope than an examination, the 
objective of which is the expression of an opinion.  Accordingly, we do not express such an opinion 
as a result of our review.  
 
Should you have any questions, please call me, or your staff may contact Anne Richards, Assistant 
Inspector General for Audits, at 202-254-4100. 
 
 
Attachment 
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Office of Inspector General 
 
U.S. Department of Homeland Security 
Washington, DC  20528 

 
 

 
 

 
 
April 18, 2008 
 

Preface 
 
The Department of Homeland Security (DHS) Office of Inspector General (OIG) was established by 
the Homeland Security Act of 2002 (Public Law 107-296) by amendment to the Inspector General 
Act of 1978.  This is one of a series of audit, inspection, and special reports prepared as part of our 
oversight responsibilities to promote economy, efficiency, and effectiveness within the department. 
 
This report presents the results of the review of the Table of Drug Control Obligations and related 
disclosures of the U.S. DHS’ Customs and Border Protection (CBP) for the year ended September 
30, 2007, for the Office of National Drug Control Policy (ONDCP).  We contracted with the 
independent public accounting firm KPMG LLP to perform the review.  Management of CBP 
prepared the Table of Drug Control Obligations and related disclosures to comply with the 
requirements of the ONDCP Circular, Drug Control Accounting, dated May 1, 2007.  We do not 
express an opinion on the Table of Drug Control Obligations and related disclosures.  
 
It is our hope that the information in this report will continue to result in effective, efficient, and 
economical operations.  We express our appreciation to all of those who contributed to the 
preparation of this report.  
 
 

       
            

Richard L. Skinner 
Inspector General 

 
 
 
 
 
 
 





DEPARTMENT OF HOMELAND SECURITY 
CUSTOMS AND BORDER PROTECTION 

Annual Reporting of FY 2007 Drug Control Funds 
 
 

DETAILED ACCOUNTING SUBMISSION 
 
A. Table of FY 2007 Drug Control Obligations 
 

(Dollars in Thousands) 
 

Drug Resources by Drug Control Function: FY 2007 
Intelligence $256,392 
Interdiction $1,308,094 

TOTAL $1,564,486 
  
Drug Resources by Budget Decision Unit:  

Salaries and Expenses $1,226,988 
Air & Marine Operations $337,498 

TOTAL $1,564,486 
  

 
 

 
1. Drug Methodology 

 
Customs and Border Protection (CBP) is a multi-mission bureau, and calculates 
obligations, by budget decision unit and function, pursuant to an approved drug 
methodology.  On the basis of past practice, five organizations within CBP, the Offices of:  
Border Patrol; Field Operations; Information Technology; Training and Development; and 
Air and Marine were provided with guidance on preparing estimates for the FY 2007 
annual reporting of drug control funds.  These offices were asked to estimate, on the 
basis of their expert opinion, what portion of their activities is related to drug enforcement.  
In addition, these organizations were also asked to only provide data for obligations 
against budget authority that became available in FY 2007. 
 
All five organizations identified resources in their financial plans that support the drug 
enforcement mission of the agency.  Each office also attributes resources to both the 
intelligence and interdiction functions.   
 
 
OFFICE OF BORDER PATROL 
 
There are over 14,900 Border Patrol agents that are assigned the mission of detecting 
and apprehending illegal entrants between the ports-of-entry along the over 8,000 miles 
of land and coastal border.  These illegal entries include aliens and drug smugglers, 
potential terrorists, wanted criminals, and persons seeking to avoid inspection at the 
designated ports of entry due to their undocumented status, thus preventing their illegal 
entry.  It has been determined that 15 percent of the total agent time nationwide is related 
to drug interdiction activities.  These activities include staffing 34 permanent border traffic 
checkpoints nationwide including 584 canine units trained in the detection of humans and 
certain illegal drugs that are concealed within cargo containers, truck trailers, passenger 
vehicles and boats.  In addition, agents perform line watch functions in targeted border 
areas that are frequent entry points for the smuggling of drugs and people into the United 
States. 



OFFICE OF FIELD OPERATIONS 
 
The Office of Cargo Conveyance and Security/Non-Intrusive Inspection Division of the 
Office of Field Operations estimates that, as of September 2007, there were 3,941 CBP 
Officer positions that are related to drug enforcement called Enforcement Team Officers.  
In August 2003, CBP established a Consolidated National Inspectional Anti-Terrorism 
Contraband Enforcement Team (A-TCET) Policy.  Under A-TCET, the former Contraband 
Enforcement Team (CET), Manifest Review Unit (MRU), Non-Intrusive Inspection, 
Canine, and Outbound teams were united to form a single enforcement team, A-TCET.  
The A-TCET also works closely with the Passenger Enforcement Rover Team (PERT) 
and Passenger Analytical Unit (PAU) teams to coordinate all enforcement activities.  
Although the primary mission of the A-TCET teams is anti-terrorism, A-TCETs also focus 
on all types of contraband, including narcotics. It is estimated that 69 percent of the A-
TCET is devoted to drug enforcement.  The smuggling methodologies and their indicators 
are believed to be similar for both narcotics and anti-terrorism activities.   

As of September 2007, there was a total of 583 Canine Enforcement Officers.  Included 
in the total were 271 Narcotics Detection Teams, 10 Currency Detection Teams and 185 
Narcotics/Concealed Human Detection Teams that were nearly 100 percent devoted to 
smuggling interdiction.  Also included in the total, but not scored for narcotics 
enforcement are 91 Agricultural Teams, and 26 Explosive Detection Teams. 

As of September 2007, the Office of Field Operations (OFO) also had oversight for 
13,685 other CBP Officers that in addition to the interdiction of contraband and illegal 
drugs enforce hundreds of laws and regulations of many other Federal government 
agencies.  For example, these agencies include the U.S. Fish and Wildlife Service, the 
Bureau of Alcohol, Tobacco, Firearms and Explosives, and the Bureau of Export 
Administration among many others.  CBP subject matter experts estimate that roughly 30 
percent of these officers’ time is devoted to drug-related activities. 

OFFICE OF INFORMATION TECHNOLOGY 
 
The Office of Information Technology (OIT) supports the drug enforcement mission 
through the acquisition, and support and maintenance of technology, such as non-
intrusive inspection systems and mission critical targeting software systems.  Of OIT’s 
spending, 30 percent of base of the Enforcement Technology Center; 25 percent of 
Automated Targeting Systems (Passenger, Narcotics, and Anti-Terrorism) systems 
software costs, 50 percent of the Treasury Enforcement Communications System 
(TECS); and 10 percent of data center operations costs are estimated in support of the 
drug mission. 

OFFICE OF TRAINING AND DEVELOPMENT 
 
The Office of Training and Development (OTD) arrived at its estimates by reviewing all 
courses conducted to determine if the course contained drug enforcement related 
material.  If the course was found to contain drug related material, the funding attributed 
to the course was then multiplied by the drug content percentage based on the drug 
budget methodology.  Other resources were attributed to drug enforcement activities at a 
rate of 31 percent based on the diverse nature of OTD’s programs such as anti-terrorism, 
career development, and transition training of the legacy workforce.   

OFFICE OF AIR & MARINE OPERATIONS 
 
CBP Air’s core competencies are air and marine interdiction, air and marine law 
enforcement, and air domain security.  In this capacity, CBP Air and Marine targets the 
conveyances that illegally transport narcotics, arms, and aliens across our borders and in 



the Source, Transit and Arrival Zones.  In support of Source and Transit Zone interdiction 
operations, the CBP Air and Marine P-3 Program has dedicated a minimum of 7,200 
hours a year in support of Joint Interagency Task Force – South.  Due to serious 
maintenance issues for the past year many of the P-3 aircraft were parked pending 
repairs.  A&M was still able to complete 5,400 (75%) hours with only 25% of assets 
available.  This added additional flight hours per aircraft, reducing the life-time before a 
SLEP must be accomplished.    An extensive SLEP program is currently underway and 
all the P-3 aircraft should be fully functional by the 4th quarter of fiscal year 2008. 
 
Although 90 percent of the resources that support CBP Air and Marine are considered to 
be drug-related, since September 11, 2001, Air and Marine has steadily increased its 
support to counter-terrorism by developing a more cohesive and integrated response to 
national security needs as well as more emphasis on illegal immigration.  Currently, Air 
and Marine is dedicating significant assets and personnel in support of Operation 
HALCON – a US/Mexico interdiction initiative, and support to the Office of Border Patrol 
in Southwest Border illegal alien intervention. 
 

2. Methodology Modifications 
 

There were no methodology modifications since last year.  As mentioned above the 
percentages are, in large part, based on expert opinion.   
 
Last year’s Office of Information and Technology submission used 50% of base of the 
Enforcement Technology Center, 100% of ATS-Narcotics systems software costs, 50% 
of the Treasury Enforcement Communications System (TECS) and ATS-Passenger 
Costs and 10% of data center operations costs as being dedicated to drug enforcement.  
In this submission, these percentages are 30% of base of the Enforcement Technology 
Center, 25% of Automated Targeting Systems (Passenger, Narcotics and Anti-Terrorism) 
systems software costs, 50% of the Treasury Enforcement Communications System 
(TECS) and ATS-Passenger Costs and 10% of data center operations costs.  If last 
year’s percentages had been used, Customs obligation estimate would have increased 
by $50 million. 
  

 In FY 2007, OFO’s subject matter experts (SME) changed the percent of drug resources 
 attributable to positions  dedicated to its Enforcement Team Officers from 85% in  
 FY 2006, to 69% in FY 2007.  Enforcement Team Officers are CBPOs who are part of 
 Anti-terrorism Contraband Enforcement Teams (A-TCETs), which include the former 
 Contraband Enforcement Teams (CETs), Manifest Review Units (MRUs),  Passenger 
 Enforcement Rover Teams (PERTs) and Passenger Analytical Units (PAUs). 
 
 The change to 69% for CBP Officer’s working on Enforcement Teams has resulted in a 
 decrease of $78.6 million from the old methodology that used 85%.  This total reduction 
 includes an impact on the base ($49.6 M) as well as the initiatives ($29.0 M).  The impact 
 on the initiatives is due to the diminished weighting (i.e., 69% versus 85%) applied to the 
 congressional initiative that appropriated $181.8 million in FY 2007 for the purchase, 
 deployment and operations for non-intrusive inspectional (NII) systems, including the 
 personnel needed to operate the NII systems. 
 

Overall, these changes decrease the CBP obligation estimates in this submission by 
$128.6 million.  We believe that this estimate fairly characterizes our efforts and provides 
a better estimate. 
 

 
3. Material Weakness or Other Findings 

 



Core Financial Systems:  This material weakness was first reported in 1993 when it was 
noted that agency core financial systems were not integrated and did not provide certain 
financial information for managing operations.  The implementation of Systems, 
Applications, and Products (SAP) addressed a number of the issues under this 
weakness. 
 
Financial Systems Security:  In the Fiscal Year 2005 DHS Financial Statements Audit 
Report, auditors expanded this DHS material weakness to include IT and financial 
system control weaknesses in addition to weaknesses in CBP security controls affecting 
headquarters and the National Data Center management and staff’s system access to 
CBP applications and data (formerly Financial Systems Functionality and Technology). 
 

 
4. Reprogramming or Transfers 

 
There are no reprogrammings or transfers that affected drug-related budgetary 
resources. 

 
 
5. Other Disclosures 

 
There are no other disclosures as we feel are necessary to clarify any issues regarding 
the data reported under this circular. 
 

 
B. Assertions 
 

1. Drug Methodology 
 

CBP asserts that the methodology used to estimate drug enforcement related obligations 
and FTE utilization is reasonable and accurate.  The criteria associated with this 
assertion are as follows: 
 
a. Data 

 
The estimate of drug enforcement related costs is based on the methodology 
described in section A.1 above, and presents a fair and accurate picture of the CBP 
drug enforcement mission. 

 
b. Other Estimate Methods 

 
There are no other estimation methods that are used as part of the drug 
methodology.   
 

c. Financial Systems 
 

CBP’s financial systems (SAP) are capable of providing data that fairly present, in all 
material respects, aggregate obligations.  The drug methodology described in section 
A.1 above is used to estimate what portion of these obligations may reasonably be 
considered to be associated with drug enforcement related activities. 
 

2. Application of Methodology 
 
The methodology described in sections A.1 and B.1 above was used to prepare the 
estimates contained in this report. 

 



3. Reprogramming or Transfers 
 

No changes were made to CBP’s Financial Plan that required ONDCP approval per the 
ONDCP Circular dated May 1, 2007. 
 

4. Fund Control Notices 
 

The data presented are associated with obligations against the financial plan that fully 
complied with the Fund Control Notice issued by the Director of The Office of National 
Drug Control Policy on September 21, 2006.  The Director for ONDCP lifted the Notice on 
December 6, 2006. 
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MEMORANDUM FOR CHIEF FINANCIAL OFFICER 

 
FROM: (for) Michael R. Phillips  

 Deputy Inspector General for Audit  
 
SUBJECT: Final Audit Report – Attestation Review of the Internal Revenue 

Service’s Fiscal Year 2007 Annual Accounting of Drug Control Funds 
and Related Performance (Audit # 200710038) 

 
This report presents the results of our attestation review of the Internal Revenue Service’s (IRS) 
Fiscal Year (FY) 2007 Office of National Drug Control Policy (ONDCP)1 Detailed Accounting 
Submission and Performance Summary Report (the Report).  The purpose of this review was to 
express a conclusion about the reliability of each assertion made in the Report.  

Impact on the Taxpayer   

The IRS reported that it expended $58.4 million on ONDCP-related activities and completed  
654 ONDCP-related investigations in FY 2007.  Overall, the methodology used to calculate the 
IRS’ FY 2007 Report was clearly explained and adequately documented.  Complete and reliable 
financial and performance information is critical to the IRS’ ability to accurately report on the 
results of its operations to both internal and external stakeholders, including taxpayers.   

Synopsis 

Overall, the methodology used to calculate the IRS’ FY 2007 Report was clearly explained and 
adequately documented.  However, in our opinion, the performance measure reported by the IRS 
could be improved to better represent the IRS’ contribution to the National Drug Control 

                                                 
1 The ONDCP was established in 1988 to set priorities, implement a national strategy, and certify Federal 
Government drug control budgets by the Anti-Drug Abuse Act of 1988, P.L. 105-277 (Division C-Title VII), 
Section 707(d). 
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Strategy.  Specifically, by reporting only the number of ONDCP-related investigations 
completed, the IRS is providing very little information on the effectiveness of its efforts.   

In addition, our testing of the IRS ONDCP performance information for reasonableness 
identified that 47 (7 percent) of the 654 investigations reported as completed in FY 2007 were 
both initiated and completed on the same day and resulted in referral for prosecution, based on 
the supporting documentation provided.  The IRS informed us that the 47 investigations were all 
related to other investigations and were worked as part of the related investigations.  The IRS 
concluded that the 47 cases were not tracked as unique investigations until approximately the 
time the cases were forwarded for prosecution.  While the IRS’ explanation for the reporting of 
these types of investigations appears reasonable, we are unable to adequately verify it without a 
detailed review of at least a sample of investigation case files, which is significantly beyond the 
scope of this review.   

Based on our review, with the exception of the matters discussed above, nothing came to our 
attention to indicate that the assertions are not presented, in all material respects, in accordance 
with ONDCP-established criteria.   

Recommendation 

We recommended the Chief Financial Officer, in coordination with the Chief, Criminal 
Investigation Division, expand the performance information used to report the IRS’ contribution 
to the National Drug Control Strategy to include additional measures that specifically address 
program effectiveness.  

Response 

The IRS agreed to consider expanding the performance information it reports.  Specifically, the 
IRS will evaluate potential performance measures and, in particular, will look at the measures 
used by the other agencies that support the National Drug Control Strategy.   

Copies of this report are also being sent to the IRS managers affected by the report 
recommendation.  Please contact me at (202) 622-6510 if you have questions or  
Nancy Nakamura, Assistant Inspector General for Audit (Headquarters Operations and Exempt 
Organizations Programs), at (202) 622-8500. 
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Background 

      
The Anti-Drug Abuse Act of 19881 establishes as a 
policy goal the creation of a drug-free America.  A 
key provision of the Act is the establishment of the 
Office of National Drug Control Policy (ONDCP) to 
set priorities, implement a national strategy, and 
certify Federal Government drug control budgets.  
The Internal Revenue Service (IRS) Narcotics 
Program supports the National Drug Control 
Strategy with continued support of joint agency task forces (e.g., the Organized Crime and Drug 
Enforcement Task Force and High Intensity Drug Trafficking Area Task Force) through the use 
of asset forfeiture legislation, international training programs, and assistance programs. 

This review was conducted as required by the National Drug Enforcement Policy (21 U.S.C. 
Section 1704(d)) and the ONDCP Circular Annual Accounting of Drug Control Funds, dated 
May 1, 2007.  The National Drug Control Program agencies2 are required to submit to the 
Director of the ONDCP, not later than February 1 of each year, a detailed accounting of all funds 
expended (the ONDCP Circular requires amounts obligated) during the previous fiscal year.  
Agencies also need to identify and document performance measure(s) that justify the results 
associated with these expenditures.  Further, the Circular requires that each report be provided to 
the agency’s Inspector General for the purpose of expressing a conclusion about the reliability of 
each assertion made in the report prior to its submission.  Beginning in Fiscal Year (FY) 2006, 
ONDCP funding became a part of the IRS budget.  In prior years, IRS-related ONDCP funds 
expended were reimbursed by the Department of Justice.   

This review was performed at the IRS Headquarters offices of the Chief Financial Officer and 
Chief, Criminal Investigation Division, in Washington, D.C., during the period October through 
December 2007.  Our review was conducted in accordance with attestation standards established 
by the American Institute of Certified Public Accountants.  An attestation review is substantially 
less in scope than an examination, the objective of which is the expression of an opinion on the 
Report.  Accordingly, we do not express such an opinion.   

Detailed information on our audit objective, scope, and methodology is presented in Appendix I.  
Major contributors to the report are listed in Appendix II. 

                                                 
1 P.L. 105-277 (Division C-Title VII), Section 707(d). 
2 A National Drug Control Program agency is defined as any agency that is responsible for implementing any aspect 
of the National Drug Control Strategy. 

National Drug Control 
Program agencies are 

required to submit to the 
Director of the ONDCP, not 

later than February 1 of each 
year, a detailed accounting 

of all funds expended. 



Attestation Review of the Internal Revenue Service’s  
Fiscal Year 2007 Annual Accounting of Drug Control Funds and 

Related Performance  

 

Page  2 

 
Results of Review 

 
The Methodology Used to Calculate the Internal Revenue Service’s 
Fiscal Year 2007 Report Was Clearly Explained and Adequately 
Documented 

We reviewed the IRS’ FY 2007 ONDCP Detailed Accounting Submission and Performance 
Summary Report (the Report) (see Appendix IV).  The Report was prepared pursuant to  
21 U.S.C. Section 1704(d) and the ONDCP Circular Annual Accounting of Drug Control Funds.  
It is the responsibility of the IRS.   

The Report assertions, as required by Section 6.b. of the ONDCP Circular, include statements 
that the methodology used is reasonable and accurate, including explanations and documentation 
of estimation assumptions used; the methodology disclosed was the actual methodology used; 
and the data presented are associated with obligations against a financial plan that reflects 
changes, if made.  The assertions, as required by Section 7.b. of the ONDCP Circular, include 
statements that the performance reporting system is appropriate and applied, explanations for not 
meeting any performance targets are reasonable, and the methodology used to establish 
performance targets is reasonable and correctly applied.  The ONDCP-established criteria 
include well-documented sources of data, documented and explained calculations, and a 
complete and fair presentation of data from financial systems.  The IRS reported that it expended 
$58.4 million on ONDCP-related activities and completed 654 ONDCP-related investigations in 
FY 2007.   

Overall, the methodology used to calculate the IRS’ FY 2007 Report was clearly explained and 
adequately documented.  However, in our opinion, the performance measure reported by the IRS 
could be improved to better represent the IRS’ contribution to the National Drug Control 
Strategy.  Specifically, by reporting only the number of ONDCP-related investigations 
completed, the IRS is providing very little information on the effectiveness of its efforts.  
Measures that would provide a better indicator of the effectiveness of the IRS’ ONDCP-related 
efforts include the number of prosecution referrals, the number of convictions, and the 
conviction rate.  Complete and reliable financial and performance information is critical to the 
IRS’ ability to accurately report on the results of its operations to both internal and external 
stakeholders, including taxpayers.  

In addition, our testing of IRS ONDCP performance information for reasonableness identified 
that 47 (7 percent) of the 654 investigations reported as completed in FY 2007 were both 
initiated and completed on the same day and resulted in referral for prosecution, based on the 
supporting documentation provided.  The IRS informed us that the 47 investigations were all 
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related to other investigations and were worked as part of the related investigations.  It concluded 
that the 47 cases were not tracked as unique investigations until approximately the time the cases 
were forwarded for prosecution.  While the IRS’ explanation for the reporting of these types of 
investigations appears reasonable, we are unable to adequately verify it without a detailed review 
of at least a sample of investigation case files, which is significantly beyond the scope of this 
review.   

Based on our review, with the exception of the matters discussed above, nothing came to our 
attention to indicate that the assertions are not presented, in all material respects, in accordance 
with ONDCP-established criteria.   

Recommendation 

Recommendation 1:  The Chief Financial Officer, in coordination with the Chief, Criminal 
Investigation Division, should expand the performance information used to report the IRS’ 
contribution to the National Drug Control Strategy to include additional measures that 
specifically address program effectiveness.  

Management’s Response:  The IRS agreed to consider expanding the performance 
information it reports.  Specifically, the IRS will evaluate potential performance 
measures and, in particular, will look at the measures used by the other agencies that 
support the National Drug Control Strategy.  

* * * * * 

While this report is an unrestricted public document, the information it contains is intended 
solely for the use of the IRS, the United States Department of the Treasury, the ONDCP, and 
Congress.  It is not intended to be, and should not be, used by anyone other than these specified 
parties. 
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Appendix I 
 

Detailed Objective, Scope, and Methodology 
 

Our overall objective was to perform an attestation review of the IRS’ FY 2007 ONDCP 
Detailed Accounting Submission and Performance Summary Report (the Report),1 for the 
purpose of expressing a conclusion about the reliability of each assertion made in the Report.  To 
accomplish our objective, we:  

I. Obtained an understanding of the process used to prepare the FY 2007 Report. 

A. Discussed the process to record and report ONDCP expenditures and performance 
information with responsible IRS personnel.  

B. Obtained documents that show the methodology used, such as written procedures, 
supporting worksheets, and recording modifications. 

II. Evaluated the reasonableness of the drug methodology process. 

A. Reviewed data supporting the Detailed Accounting Submission segment of the Report 
to establish the relationship to the amounts being reported. 

B. Reviewed the estimation methods used for consistency with reported amounts.   

III. Performed sufficient verifications of reported obligations to support our conclusion on 
the reliability of the assertions. 

A. Verified whether the Detailed Accounting Submission segment of the Report 
included all elements specified in Section 6 of the ONDCP Circular Annual 
Accounting of Drug Control Funds. 

B. Verified the mathematical accuracy of the obligations presented in the Table of the 
FY 2007 Drug Control Obligations. 

C. Traced the information contained in the Table of the FY 2007 Drug Control 
Obligations to the supporting documentation. 

IV. Evaluated the reasonableness of the methodology used to report performance information 
for National Drug Control Program Agency activities. 

A. Reviewed data supporting the Performance Summary segment of the Report to 
establish its relationship to the National Drug Control Program Agency activities 
being reported.  

                                                 
1 See Appendix IV. 
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B. Reviewed the estimation methods for consistency with reported performance 
information. 

V. Performed sufficient verifications of reported performance information to support our 
conclusion of the reliability of the assertions. 

A. Verified whether the Performance Summary segment of the Report includes all 
elements specified in Section 7 of the ONDCP Circular Annual Accounting of Drug 
Control Funds. 

B. Verified the mathematical accuracy of the performance information presented. 

C. Traced the performance information presented to the supporting documentation. 

D. Reviewed the supporting documentation for reasonableness. 
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Appendix II 
 

Major Contributors to This Report 
 

Nancy Nakamura, Assistant Inspector General for Audit (Headquarters Operations and Exempt 
Organizations Programs) 
Alicia Mrozowski, Director 
Anthony J. Choma, Audit Manager 
Mildred Rita Woody, Lead Auditor  
Richard Louden, Senior Auditor 
Angela Garner, Auditor 
Rashme Sawhney, Auditor 
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Chief Counsel  CC 
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Director, Office of Legislative Affairs  CL:LA 
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Appendix IV 
 

Internal Revenue Service Fiscal Year 2007  
Detailed Accounting Submission and Performance 

Summary Report 
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Appendix V 
 

Management’s Response to the Draft Report 
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