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Executive Summary 
 

Background 
 
This presents for Congress the Fiscal Year 2008 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 but one of the 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 purpose 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 2008 
drug control obligations were not reviewable. Customs and Border Protection (CBP), the United 
States Coast Guard (USCG), and the Bureau of International Narcotics and Law Enforcement 
Affairs (INL) all failed.  Details on each agency’s report are discussed below. 

At the time of compiling this report, the Department of Interior’s OIG report was not complete, 
and ONDCP did not want to delay further this report. ONDCP will transmit the Department of 
Interior report later this year.   
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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   

Indian Health Services (IHS) Yes Pass 
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 No Fail 

Department of Interior Not Complete Not Complete 
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 Fail 

   United States Agency for International Development 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 2008 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 2008 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 $6.2 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 Indian Health Services (IHS), the National Institute on Drug Abuse (NIDA) and 
the Substance Abuse and Mental Health Services Administration (SAMHSA) (Tab C).  The 
Centers for Medicaid and Medicare Services (CMS) program featured in the Drug Budget is not 
included; CMS represents actuarial outlay estimates rather than budget authority, and therefore it 
is not appropriate to produce a detailed accounting submission containing a table of prior year 
obligations and corresponding assertions. 

IHS:  IHS’s accounting of FY 2008 drug control obligations satisfies all requirements 
established by ONDCP’s Circular, including the rendering of a negative assurance by the HHS 
OIG.  Given this, IHS was assessed a rating of pass. 

NIDA:  NIDA’s accounting of FY 2008 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 2008 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) provides SAMHSA’s 
financial accounting services. PSC evaluated its internal controls and provided a qualified 
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statement of assurance that its internal controls meet the objectives of the Federal 
Financial Management Improvement Act (FMFIA) of 1996, with the following material 
weakness and non-conformance exceptions: 

o PSC financial management systems do not fully comply with the Federal financial 
management systems requirements of the OMB Circular A-127, Financial 
Management Systems, and the United States Standard General Ledger (USSGL) 
at the transaction level.  As in prior years, PSC continues to have internal control 
weaknesses in its financial management systems and processes for producing 
financial statements. PSC made progress in FY 2008 toward phased deployment 
of fully integrated FFMIA compliant systems. The lack of final implementation of 
the system and weaknesses in internal controls make it difficult for PSC to 
prepare financial statements. 

o PSC detected weaknesses in the oversight and management of information system 
controls in key financial management systems, including access and change 
controls and inadequate documentation for systems and processes. This can 
compromise the integrity of PSC’s data and increase the risk that HHS’s data may 
be inappropriately used or disclosed. In addition, the financial management 
systems are not currently in conformance with legal and regulatory guidelines as 
established by the appropriate governing bodies. 

 

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 management could not provide to the DHS OIG an assurance as to the integrity 
of the financial data contained within the detailed accounting submissions.  As a result, the 
independent auditor was unable to provide an opinion.  Therefore, USCG was assessed a rating 
of fail.  

• The Independent Auditors’ Report for the USCG identified material weaknesses in 
financial management, financial reporting, and financial systems that impact the 
assurance of information in their financial reports. 

• The USCG revised its Financial Strategy for Transformation and Audit Readiness as a 
result of weaknesses cited in the FY 2007 financial report.  The USCG remediation plan 
includes chartering an Audit Readiness Planning Team (ARPT) to map processes, 
conduct gap analysis, track processes to assertions at the transaction level, and associate 
deliverables to milestones.  Implementation of internal controls addressing deficiencies 
will be put into action after FY 2008.   

CBP:  CBP could not assert that data presented are associated with obligations against a 
financial plan that, if revised during the fiscal year, properly reflects those changes, including 
failure to obtain ONDCP’s approval of reprogrammings or transfers affecting drug-related 
resources in excess of $1 million.  As a result, the Independent Auditors could not complete 
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their review of CBP management’s assertions on the Table of FY 2008 Drug Control 
Obligations and related disclosures.  Therefore, CBP was assessed a rating of fail. 

• Pursuant to CBP’s FY 2008 Internal Control Assurance Statement, CBP reported an IT 
material weakness citing limited ability to ensure critical and operational data 
maintenance in a manner that ensures confidentiality, integrity, and availability, which 
impacts the primary system CBP utilizes to support drug control obligation expenditures. 

ICE:  ICE’s accounting of FY 2008 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. 

 

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 2008 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 2008 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. 

OCDETF: OCDETF’s accounting of FY 2008 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 DOJ Offices, Boards and Divisions 
(OBDs) FY 2008 Independent Auditors’ Report noted one deficiency in the design of 
controls over Journal Entries related to preparation, review, and approval of Journal 
Entries recorded in the OBDs’ financial management system as “on-top” adjustments 
within its financial statement preparation database. The impact of this deficiency on the 
presentation of drug-related obligations is undetermined.  While this deficiency requires 
attention, it did not affect the IG’s ability to render a favorable opinion. DOJ will develop 
a corrective action plan to address this deficiency. 

OJP: OJP’s accounting of FY 2008 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 de-obligation process,  

2) 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 2008 drug control obligations (Tab F) 
satisfies all requirements established by ONDCP’s Circular.   

INL:  The OIG found that the Department’s financial system did not support management’s 
fiduciary role by providing complete, reliable, consistent, timely and useful financial 
management information.  This was deemed beyond the control of the Bureau of International 
Narcotics and Law Enforcement Affairs (INL).  Therefore, State INL was assessed a rating of 
fail. 

• The independent external auditor found that the Department’s financial management 
system was inadequate.  There is a risk of materially misstating financial information 
under the current system. 

USAID:  USAID Chief Financial Officer found no material weakness or other finding that 
affects the presentation of prior year drug related obligations data.  Reported obligations 
supported the decision units as defined for USAID in the 2008 version of Attachment B of the 
ONDCP Circular: Budget Formulation, May 1, 2007.  USAID was assessed a rating of pass. 

 

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 2008 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 2008 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 2008 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.  However, the IG noted the following material weaknesses in 
the IG’s systems of reporting and internal control: 

• VHA identified three material weaknesses in VA’s Financial Management System 
Functionality, Information Technology Security Controls, and Financial Management 
Oversight.  As a result of these weaknesses, the IG’s opinion is qualified because of the 
possible effects these weaknesses could have on VA’s financial reporting. 
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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 2008 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 

 
 
          
 
 
   
 
 
      
     February 12, 2009 
 
 
MEMORANDUM FOR: The Honorable Admiral Thad M. Allen 
    Commandant 
    United States Coast Guard 

     
From:    Richard L. Skinner 
    Inspector General 
 
Subject: Independent Review of the U.S. Coast Guard’s Reporting of FY 2008 

Drug Control Obligations 
 
Attached for your information is our report, Independent Review of the U.S. Coast Guard’s 
Reporting of FY 2008 Drug Control Obligations.  This report contains no recommendations. 
 
We contracted with the independent public accounting firm KPMG LLP to perform the review.  The 
review was conducted according to attestation standards established by the American Institute of 
Certified Public Accountants.  Due to the U.S. Coast Guard’s inability to provide assurance as to the 
integrity of the financial data contained within the detailed accounting submission, KPMG LLP was 
unable to complete the review.  As a result, KPMG was unable to provide an opinion on the Table of 
Prior Year Drug Control Obligations and related disclosures.   

 
Should you have any questions, please call me, or your staff may contact Anne L. Richards, 
Assistant Inspector General for Audits, at 202-254-4100. 
 
Attachment 



Department of Homeland Security
Office of Inspector General

 
 
 

Independent Review of the  
U.S. Coast Guard's  

Reporting of FY 2008 Drug Control Obligations 

OIG-09-26 February 2009



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

February 12, 2009 

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 Prior Year Drug Control Obligations 
and related disclosures of the U.S. Coast Guard for the fiscal year ended September 30, 2008, for the 
Office of National Drug Control Policy.  We contracted with the independent public accounting firm 
KPMG LLP to perform the review.  U.S. Coast Guard’s management prepared the Table of Prior 
Year Drug Control Obligations and related disclosures to comply with the requirements of the Office 
of National Drug Control Policy Circular, Drug Control Accounting, dated May 1, 2007.  However, 
due to the U.S. Coast Guard’s inability to provide assurance as to the integrity of the financial data 
contained within the detailed accounting submissions, KPMG LLP was unable to complete the 
review.  As a result, KPMG was unable to provide an opinion on the Table of Prior Year Drug 
Control Obligations and related disclosures.

We trust 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 



KPMG LLP Telephone 202 533 3000 
2001 M Street, NW Fax  202 533 8500 
Washington, DC  20036 Internet  www.us.kpmg.com 

January 26, 2009 

Ms. Anne Richards
Assistant Inspector General for Audits 
Office of the Inspector General  
U.S. Department of Homeland Security  
1120 Vermont Avenue, NW  
Washington, DC 20005

Dear Ms. Richards:  

We were engaged to review the Table of Prior Year Drug Control Obligations and related 
disclosures, and the accompanying management’s assertions of the Department of Homeland 
Security’s (DHS) United States Coast Guard (USCG) for the year ended September 30, 2008.  
USCG management is responsible for the Table of Prior Year Drug Control Obligations and related 
disclosures, and the assertions. 

The Office of National Drug Control Policy (ONDCP) Circular: Drug Control Accounting (May 1, 
2007), requires management to disclose any material weaknesses or other findings affecting the 
presentation of data reported.  Management reported that it “cannot provide assurances as to the 
integrity of the financial data contained” in its Table of Prior Year Drug Control Obligations and 
related disclosures.

In accordance with applicable professional standards, without a positive assertion provided by 
management we are unable to complete our review of USCG’s Table of Prior Year Drug Control 
Obligations, and related disclosures, and management’s assertion.  Accordingly, we are unable to 
provide an Independent Accountants’ Report on the Table of Prior Year Drug Control Obligations 
and related disclosures, and management’s assertions pursuant to the requirements of ONDCP 
Circular: Drug Control Accounting (May 1, 2007).  

Sincerely, 

KPMG LLP 

Scot G. Janssen 
Partner
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(a) Table of Prior Year Drug Control Obligations (dollars in millions) 

RESOURCE SUMMARY 2008 Actual 
Drug Resources by Function: Obligations 

� Interdiction $974.809
� Research and Development 1.341

Total Resources by Function $976.150

Drug Resources by Decision Unit:  
� Operating Expenses (OE) $752.595

� Reserve Training (RT) $15.557

� Acquisition, Construction, and Improvements (AC&I)  $206.657

� Research, Development, Test and Evaluation (RDT&E) $1.341

Total Drug Control Obligations $976.150

(1) Drug Methodology

Over twenty years ago, the Coast Guard designed its cost allocation methodology to 
systematically allocate funding to the Coast Guard’s primary mission areas.  This methodology 
allocated Coast Guard costs based on the time that Coast Guard resources (cutters, aircraft, boats, 
and personnel) spent on various types of missions.  This view of the Coast Guard budget 
provided valuable insight into the multi-mission use of assets and personnel.  However, for many 
years the only information taken into consideration was the previous year’s operational activity.
Prior to 1998, operational data (resource hours) and obligation data were downloaded only at the 
end of the fiscal year to develop mission cost allocations for the year just completed and 
budgetary projections for current and future years taking into account incremental changes.  
Starting in 2000 a more improved methodology, known as the Mission Cost Model (MCM) was 
developed to effectively present Coast Guard missions more accurately using activity based cost 
accounting principles.  Further, the Coast Guard has developed an operating hour baseline as a 
method to allocate resource hours for each resource class to multiple Coast Guard missions.  This 
is the revised basis for funding allocations in budget projections.  The operating hour allocation, 
or baseline, is developed and modified based upon line item requests, congressional direction 
and national priorities.

The Coast Guard’s drug control funding estimates are computed by closely examining the 
decision units, or appropriations, that comprise the Coast Guard’s drug control budget estimates.  
These decision units consist of:  Operating Expenses (OE); Acquisition, Construction, and 
Improvement (AC&I); Reserve Training (RT); and Research, Development, Test, and Evaluation 
(RDT&E).
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(1) Drug Methodology (cont.)

Each decision unit contains its own unique spending authority and methodology.  For 
example, AC&I include funding that can last up to five years after appropriation and RDT&E 
funding does not expire.  Unless stipulated by law, OE and RT funding must be spent in the 
fiscal year it is appropriated and therefore the methodology for these two appropriations is the 
same. 

Operating Expenses 

The majority of the funds the Coast Guard allocates to the drug interdiction program are in 
the Operating Expenses (OE) decision unit.  OE funds are used to operate Coast Guard facilities; 
maintain capital equipment; improve management effectiveness; and recruit, train, and sustain an 
active duty military and civilian workforce.  In the OE budget, the amount allocated to the drug 
interdiction program is derived by allocating a share of the actual expenditures based upon the 
amount of time aircraft, cutters, and boats spent conducting drug interdiction activities.  The 
Coast Guard tracks the resource hours spent on each of the 11 Coast Guard programs by using a 
web-based Abstract of Operations (AOPS) data collection and report system.  Coast Guard 
AOPS data is used to develop the amount of time that each asset class spent conducting each of 
the Coast Guard’s missions.  Using financial data gathered from over 3,000 cost centers around 
the United States along with the Abstract of Operations information, the Coast Guard is able to 
allocate OE costs to each of the 11 program areas consisting of:  Drug Interdiction; Migrant 
Interdiction; Ports, Waterways and Coastal Security; Other Law Enforcement; Defense 
Readiness; Search and Rescue; Marine Safety; Ice Operations; Marine Environmental Protection; 
Living Marine Resources; and Aids to Navigation. 

Acquisition, Construction, and Improvements 

In scoring drug control funding requests within the zero-based Acquisition, Construction, and 
Improvement (AC&I) decision unit, professional judgment is used to evaluate every line item 
project requested in the FY 2008 AC&I budget for its anticipated contribution to Coast Guard’s 
11 program areas.  For each AC&I project, a discrete profile is established to allocate the funding 
for that project to the various mission areas of the Coast Guard.  In most cases, the driver is the 
percentage of time an asset contributes to the drug control mission as determined from the OE 
Mission Cost Model (MCM).  Otherwise, when a project is not related to any particular asset or 
series of asset classes, the project fund may benefit the Coast Guard’s entire inventory and other 
expense categories. With this condition, the general OE AOPS MCM percentage is utilized.  As 
with the other three appropriations, once the program percentage spreads are computed for each 
of these drivers in the FY 2008 AC&I MCM, the total bottom-line mission percentage is applied 
directly to the AC&I total direct obligations.  This percentage allocation is a repeatable mission 
spread process which the Coast Guard uses throughout its annual budget year presentations, 
namely OMB’s MAX budget system for the President’s Budget submission and the CFO’s 
Statement of Net Cost report. 
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(1) Drug Methodology (cont.)

Reserve Training 

The Coast Guard allocates a portion of the Reserve Training (RT) decision unit funds to the 
drug interdiction program.  RT funds are used to support Coast Guard Selected Reserve 
personnel who support and operate Coast Guard facilities, maintain capital equipment, improve 
management effectiveness, and assist in sustaining all Coast Guard operations.  The final FY 
2008 obligations for the RT decision unit are determined using the same methodology used for 
OE.

Research, Development, Test and Evaluation 

The final decision unit is Research, Development, Test and Evaluation (RDT&E).  As with 
the AC&I Appropriation, scoring of drug interdiction funding is accomplished within the zero-
based RDT&E decision unit and every line item requested in the FY 2008 RDT&E budget was 
evaluated for its anticipated contribution to drug interdiction efforts.  Each RDT&E project has a 
discrete driver that is selected to allocate the funding for that project to the various mission areas 
of the Coast Guard.  These drivers are based upon experienced professional judgment.  Once the 
unique program driver is chosen the program percentage spreads as determined from the OE 
MCM.

(2) Methodology Modifications

The methodology described above has not been modified from the previous year. 

(3) Material Weaknesses or Other Findings

As a result of the CFO Act audit and feedback provided in the enclosed Independent 
Auditors’ Report: Exhibit I – Material Weaknesses in Internal Control (Enclosure 1), and as 
described in the enclosed 2008 U.S. Coast Guard Assurance Statement (Enclosure 2), the Coast 
Guard has material weaknesses in financial management, financial reporting, and financial 
systems that impact the assurance of information in our financial reports.  As such, we cannot 
provide assurances as to the integrity of the financial data contained in this report.  

The Coast Guard has chartered an Audit Readiness Planning Team (ARPT) which is 
mapping processes, conducting gap analysis, tracking processes to assertions at the transaction 
level, and associating deliverables to milestones.  Upon completion of this analysis, the Coast 
Guard will aggressively update Mission Action Plans (MAPS) that guide our implementation of 
internal controls leading to assurance over financial information.  This information is used in the 
Mission Cost Model (MCM) to produce a portion of this report.  Additionally, we will pursue 
improved internal controls in the collection of our Abstract of Operations information necessary 
to give assurance to the non-financial data used to produce a portion of this report. 
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(4) Reprogrammings or Transfers

During FY 2008, the Coast Guard has no reports of transfers or reprogramming actions 
affecting in excess of $1 million drug-related budget resources.

(5) Other Disclosures

The following provides a synopsis of the United States Coast Guard’s FY 2008 Drug Control 
Funds reporting which describes: 

1. The agency’s overall mission and the role of drug interdiction efforts within the Coast 
Guard's multi-mission structure; 

2. The Coast Guard’s drug control budget submission. 

Coast Guard Mission

The Coast Guard is a military service with mandated national security and national defense 
responsibilities and is the United States' leading maritime law enforcement agency with broad, 
multi-faceted jurisdictional authority.  The Coast Guard is a multi-mission maritime service 
consisting of 11 complementary program areas:  Drug Interdiction; Migrant Interdiction;
Ports, Waterways and Coastal Security; Other Law Enforcement; Defense Readiness; Search and 
Rescue; Marine Safety; Ice Operations; Marine Environmental Protection; Living Marine 
Resources; and Aids to Navigation. 

The Coast Guard faces many of the same challenges as the other four military services when 
it comes to deciding which assets should be deployed for what missions and where.  This is not 
only true between the broad categories of missions, but also within sub-sets of the various 
missions the Coast Guard undertakes.  For example, assets used for the Enforcement of Laws 
and Treaties must be divided between drug interdiction and migrant interdiction, as well as 
enforcement of fishing regulations and international treaties.  Due to the multi-mission nature of 
the Coast Guard and the necessity to allocate the effort of a finite amount of assets, there is a 
considerable degree of asset “cross-over” between the missions.  This crossover contributes to 
the challenges the Coast Guard faces when reporting costs for the various mission areas. 

Coast Guard's Drug Budget

In the annual National Drug Control Strategy (NDCS) Budget Summary, all agencies present 
their drug control resources broken out by function and decision unit.  The presentation by 
decision unit is the one that corresponds most closely to the Coast Guard’s congressional budget 
submissions and appropriations.  It should be noted and emphasized that the Coast Guard does 
not have a specific appropriation for drug interdiction activities.  All drug interdiction operations, 
capital improvements, reserve support, and research and development efforts are funded out of 
general Coast Guard appropriations.  For the most part, the Coast Guard drug control budget is a 
reflection of the Coast Guard’s overall budget.  The Coast Guard’s Operating Expenses 
appropriation budget request is incremental, focusing on the changes from the prior year base
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Coast Guard's Drug Budget (cont.)

brought forward.   The Coast Guard continues to present supplementary budget information 
through the use of the Mission Cost Model (MCM), which allocates base funding and 
incremental requests by mission.  

This general purpose MCM serves as the basis for developing drug control budget estimates 
for the OE and RT appropriations and provides allocation percentages used to develop the drug 
control estimates for the AC&I and RDT&E appropriations.  Similarly, this is the methodology 
used to complete our annual submission to ONDCP for the NDCS Budget Summary. 
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(1) Obligations by Budget Decision Unit – N/A.  As a multi-mission agency, the Coast Guard 
is exempt from reporting under this section as noted in ONDCP Circular: Drug Control 
Accounting, Sections 6a (1) (b).

(2) Drug Methodology 

The Mission Cost Model (MCM) is an estimate of mission costs allocated across Coast Guard’s 
eleven mission/programs, versus actual accounting of drug funded obligations.  The information 
reported is timely and is derived from an allocation process involving the Coast Guard’s 
financial statement information.  In Coast Guard’s opinion, the methodology outlined below is a 
reasonable and accurate portrayal of the agency’s mission/program presentations, because it is 
repeatable and supported by the most current financial and abstract of operations data available.
The following methodology was applied to derive the drug control information presented in the 
table in section 6A. 

The Coast Guard does not have a discrete drug control appropriation and its financial systems are 
not structured to accumulate accounting data by operating programs or missions areas.  Drug 
control funding data is developed using a systematic process for the OE and RT appropriations, 
and a combination of project analysis, subject matter review, and OE-based allocations for the 
AC&I and RDT&E appropriations. 

Data:  As outlined in the previous section, the Coast Guard reports its drug control funding to 
ONDCP for each of the four appropriations or decision units.  The mechanics of how each 
decision unit's drug control data is derived as follows: 

� Operating Expenses (OE) and Reserve Training (RT) – Budget Authority or Expenditures 
are allocated to the mission areas of the Coast Guard based upon the output of a Mission Cost 
Model (MCM).  This is basically an OE expenditure driven model that is used in presenting 
the mission based data shown in the OE and RT budget submissions across the 11 Coast 
Guard programs.  The following data sources feed the FY 2008 OE/RT MCM: 

1) Core Accounting System (CAS) – FY 2008 actual expenses Mission Cost Model uses 
FY 2007 financial data, adjusted to reflect changes in the Coast Guard’s asset inventory 
from FY 2007 to FY 2008.  These expenses are fed into the Standard Rates Model 
(SRM), along with Coast Guard’s operating cost reports of the Engineering Logistics 
Center (ELC) and Coast Guard Yard and the cost per flight hour report from the Aircraft 
Repair & Support Center (AR&SC).  The SRM uses an activity-based methodology to 
assign and allocate expenses to the Coast Guard’s assets and certain non-asset intensive 
missions, such as Marine Safety.  The resulting total cost pools serve as one of the major 
inputs to the Mission Cost Model.  If current year SRM data is not available, the previous 
year total cost pools are adjusted to fit the relevant fiscal year’s asset inventory. The SRM 
is reconciled to the Coast Guard’s Statement of Net Cost. 
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(2) Drug Methodology (cont.)
2) Naval Electronics Supply Support System (NESSS) – The Coast Guard Engineering 
Logistics Center (ELC) and Coast Guard Yard at Baltimore operate a stand alone 
financial system.  Similar to the Core Accounting System, NESSS data is broken down 
by cost center, unit name, allotment fund code, and dollar amount.  NESSS expense data 
is fed into the SRM and allocated to Coast Guard assets and certain non-asset intensive 
missions.  NESSS financial data is included in the Coast Guard’s financial statements. 

3) Aviation Maintenance Management Information System (AMMIS) - The Coast Guard 
Aircraft Repair and Supply Center in Elizabeth City operates a stand alone financial 
system.  Similar to the Core Accounting System, AMMIS data is broken down by cost 
center, unit name, allotment fund code, and dollar amount.  AMMIS expense data is fed 
into the SRM and allocated to Coast Guard assets and certain non-asset intensive 
missions.  AMMIS financial data is included in the Coast Guard’s financial statements. 

4) 2008 Abstract of Operations (AOPS) – AOPS is a web-based information system that 
reports how an asset (aircraft, boat, or cutter) was utilized across various missions of the 
Coast Guard.  Each unit or activity that performs a mission is responsible for including 
the resource hours in the AOPS database. 

5) Other Expenses – The drug related pieces that feed this area of the model are the 
Tactical Law Enforcement Teams (TACLET), the Law Enforcement Detachments 
(LEDET) and the Special Projects.  The percentage that drives the TACLET /LEDET 
resource areas are computed from team deployment days divided by the total deployment 
days in the fiscal year for the drug interdiction mission.  The Special Projects percentage 
driver is formulated from professional judgment regarding how funding is used to support 
costs related to counter-drug operations such as High Intensity Drug Traffic Area 
(HIDTA) activities and liaison costs for the Coast Guard’s Organized Drug Enforcement 
Task Force (OCDETF). 

6) Mission Cost Model (MCM) Application & Results – The two chief input drivers to 
the MCM are:  1) The financial costs of each Coast Guard asset and other expenses areas, 
made up of direct, support and overhead costs; and, 2) The 2008 AOPS hours.  The 
support and overhead costs for each asset and other expenses element is applied to hours 
projected from the 2008 AOPS.  These costs are reflective of the more static conditions 
of Coast Guard operations relative to the support functions and administrative oversight.  
The direct costs are applied to the final AOPS hours to show the dynamic flow of 
operations experienced during fiscal year 2008.  The overall affect of the computed 
amount from the static baseline, and the reality of AOPS, results in a percentage to drive 
Coast Guard OE expenditures allocated across 11 programs.   
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(2) Drug Methodology (cont.)
� Normalize to Budget Authority or Obligations – The program percentages derived from 

the MCM are then applied to total OE and RT fiscal year 2008 budget authority and 
obligations (see Attachments A & B respectively), depending upon the reporting 
requirement.  Budget Authority (BA) is derived from the agency's annual enacted 
Appropriation and expenditure data is derived from the final financial accounting Report of 
Budget Execution (SF-133). 

� Acquisition, Construction & Improvements (AC&I) – AC&I is a multi-year appropriation 
where funding is available for up to 5 years depending on the nature of the project.  The 
methodology used to develop the drug funding estimate is systematically different than that 
of OE and RT.  AC&I drug funding levels, for either BA or obligations, is developed through 
an analysis of each project/line item.  For each line item, a discrete driver is selected that best 
approximates the contribution that asset or project, when delivered, will contribute to each of 
the Coast Guard’s 11 programs.  The total program/mission area spreads for these drivers are 
based on the FY 2008 AC&I MCM output.  To ensure consistency, the extract used for the 
analysis of enacted FY 2008 BA is used for the end of year analysis of obligations as well.
For FY 2008 AC&I program and mission area spreads, the following data sources and 
methods were used:  

1) AC&I Mission Cost Model – was developed based on data feeds from the FY 2008 
OE/RT MCM model as related in earlier OE and AC&I statements.  The following data 
sets were than required to complete the AC&I MCM: 

2) Drug related percentage – The percentage spread for each driver was extracted from the 
OE MCM.  This information was further analyzed to: 

(a) Ensure a discrete driver representing either a particular asset, series of assets, or 
mission was applied to each project; or  

(b) A general OE percentage driver was used when the project’s outcome was 
expected to benefit all inventory and/or agency needs. 

3) Mission cost results/application - Once the project drivers were extracted from the OE 
MCM, they were applied to the total AC&I BA levels derived from the agency's enacted 
Appropriation Bill in the FY 2008 AC&I MCM.  The total allocated mission percentages 
from the AC&I MCM were than applied to the total AC&I 2008 obligations as reported 
from the CAS as of September 30, 2008 (see Attachment C). 

� Research, Development, Test & Evaluation (RDT&E) – RDT&E is a no-year 
appropriation where funding, once appropriated, may be obligated indefinitely in the future 
until all balances are expended.  The methodology used to develop the drug-funding estimate 
is similar to AC&I in that drug-funding costs are based on an analysis of each project.  The 
program/mission area percentages are based upon subject matter expert review.   
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(2) Drug Methodology (cont.)
1) RDT&E Mission Cost Model – was developed based on data feeds from the FY 2008 

OE/RT MCM model as in earlier OE and AC&I statements.  The following data sets 
were than required to complete the RDT&E MCM: 

2) Drug related percentage – The percentage spread for each driver was extracted from the 
OE MCM.  This information was further analyzed to: 

a) Ensure a discrete driver representing either a particular asset, series of assets or 
mission was applied to each project or;  

b) A general OE percentage driver was used when the project’s outcome was 
expected to benefit all inventory and/or agency needs. 

3) Mission cost results/application - Once the project drivers were extracted from the OE 
MCM, they were applied to the total RDT&E BA levels derived from the agency's 
enacted Appropriation Bill in the FY 2008 RDT&E MCM.  The total allocated mission 
percentages from the RDT&E MCM were than applied to the total RDT&E 2008 
obligations as reported from the CAS as of September 30, 2008 (See Attachment D).  BA 
data is derived from the agencies enacted Appropriation and expenditure data is extracted 
from a Finance and Procurement Desktop (FPD) transaction summary report by project.
This revised application from previous year’s methodology better defines the current 
state of Coast Guard operations and the management of its personnel and asset 
inventories.

Other Estimation Methods - Where the MCM allocates a percentage of time/effort expended to 
a given AC&I project/line item, in some cases changes were made to better represent the drug 
costs associated.  As noted in the AC&I and the RDT&E methodology, experienced professional 
judgment is sometimes used to change a driver based on specific knowledge that a resource will 
be used differently than the historical profile indicates.  An example of this would be in the 
change in the allocation of resource hours associated with a new Great Lakes icebreaker.  In the 
past, icebreakers have dedicated a majority of their annual resource hours to ice breaking with 
the remainder of the annual resource hours being allotted to environmental response.  The new 
icebreaker is being designed as more of a multi-mission asset that will be tasked with aids to 
navigation, marine safety, and search and rescue missions in addition to its ice breaking 
activities.  This change requires that the MCM allocation for this resource be manually adjusted, 
based on professional judgment, to reflect the change in the planned operating profile for the new 
icebreaker.

Financial Systems – Data is derived from CAS, ELC, Coast Guard Yard systems.  No other 
financial systems or information are used in developing program or mission area allocations.  
The Coast Guard has not fully implemented corrective actions to remediate weaknesses 
identified by the independent auditors during the annual CFO audits.
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Financial Systems (cont.) – As a result, the Coast Guard could not assert to the completeness, 
existence (validity), accuracy, valuation or presentation of its financial data. 

(3) Application of Drug Methodology - The methodology disclosed in this section was the 
actual methodology used to generate the table required by Section 6A.  Documentation on 
each decision unit is provided.

(4) Reprogrammings or Transfers -- During FY 2008, Coast Guard had no transfers or 
reprogramming actions affecting in excess of $1 million drug-related budget resources.  

(5) Fund Control Notices – The FY 2008 data presented herein is associated with drug control 
funding reported in Coast Guard’s FY 2008 financial plan.  ONDCP did not issue Coast 
Guard a Fund Control Notice for FY 2008.



Attachment  A

OPERATING EXPENSES (OE)
MISSION COST MODEL OUTPUT:

(dollars in thousands)
FY 2008

Obligations % of total

1. Search and Rescue (SAR) 733,910        12.01%

2. Marine Safety (MS) 526,133        8.61%

3. Aids to Navigation (ATON) 1,034,133     16.93%

4. Ice Operations (IO) 113,003        1.85%

5. Marine Environmental Protection (MEP) 134,629        2.20%

6. Living Marine Resources (LMR) 582,070        9.53%

7. Drug Interdiction 752,595        12.32%

8. Other Law Enforcement (OTH-LE) 87,773          1.44%

9. Migrant Interdiction 378,626        6.20%

10. Ports, Waterways & Coastal Security (PWCS) 1,360,293     22.26%

11. Defense Readiness 406,500        6.65%
Total OE Obligations 6,109,665$   100%
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Attachment  B

RESERVE TRAINING (RT)
MISSION COST MODEL OUTPUT:

(dollars in thousands)
FY 2008

Obligations % of total

1. Search and Rescue (SAR) 15,171          12.01%

2. Marine Safety (MS) 10,876          8.61%

3. Aids to Navigation (ATON) 21,377          16.93%

4. Ice Operations (IO) 2,336            1.85%

5. Marine Environmental Protection (MEP) 2,782            2.20%

6. Living Marine Resources (LMR) 12,032          9.53%

7. Drug Interdiction 15,557          12.32%

8. Other Law Enforcement (OTH-LE) 1,814            1.44%

9. Migrant Interdiction 7,827            6.20%

10. Ports, Waterways & Coastal Security (PWCS) 28,117          22.26%

11. Defense Readiness 8,405            6.66%
Total OE Obligations 126,294$      100%
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Attachment  C

   ACQUISITION, CONSTRUCTION and IMPROVEMENTS
                       MISSION COST MODEL OUTPUT:

(dollars in thousands)
FY 2008

Obligations % of total

1. Search and Rescue (SAR) 169,215        15.23%

2. Marine Safety (MS) 41,741          3.76%

3. Aids to Navigation (ATON) 78,650          7.08%

4. Ice Operations (IO) 10,401          0.94%

5. Marine Environmental Protection (MEP) 18,451          1.66%

6. Living Marine Resources (LMR) 160,099        14.41%

7. Drug Interdiction 206,657        18.60%

8. Other Law Enforcement (OTH-LE) 23,469          2.11%

9. Migrant Interdiction 131,247        11.81%

10. Ports, Waterways & Coastal Security (PWCS) 195,809        17.62%

11. Defense Readiness 75,471          6.79%
Total OE Obligations 1,111,210$   100%

1/ Includes $31.975 million recoveries of prior year obligations.
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Attachment  D

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

(dollars in thousands)
FY 2008

Obligations % of total

1. Search and Rescue (SAR) 2,021            10.58%

2. Marine Safety (MS) 1,648            8.63%

3. Aids to Navigation (ATON) 3,143            16.46%

4. Ice Operations (IO) 197               1.03%

5. Marine Environmental Protection (MEP) 5,784            30.29%

6. Living Marine Resources (LMR) 1,010            5.29%

7. Drug Interdiction 1,341            7.02%

8. Other Law Enforcement (OTH-LE) 152               0.80%

9. Migrant Interdiction 675               3.53%

10. Ports, Waterways & Coastal Security (PWCS) 2,424            12.69%

11. Defense Readiness 703               3.68%
Total OE Obligations 1/ 19,098$        100%

1/ Includes $1.047 million recoveries of prior year obligations.
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MEMORANDUM FOR: John P. Torres 
    Acting Assistant Secretary 
    United States Immigration and Customs Enforcement 

     
From:    Richard L. Skinner 
    Inspector General 
 
Subject: Independent Review of the U.S. Immigration and Customs 

Enforcement’s Reporting of FY 2008 Drug Control Obligations 
 
Attached for your information is our report, Independent Review of the U.S. Immigration and 
Customs Enforcement’s Reporting of FY 2008 Drug Control Obligations.  This report contains no 
recommendations. 
 
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, KPMG LLP does not express such 
an opinion as a result of its review. 

 
Should you have any questions, please call me, or your staff may contact Anne L. 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

January 30, 2009 

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 Prior Year Drug Control Obligations 
and related disclosures of the U.S. Immigration and Customs Enforcement for the fiscal year ended 
September 30, 2008, for the Office of National Drug Control Policy.  We contracted with the 
independent public accounting firm KPMG LLP to perform the review.  U.S. Immigration and 
Customs Enforcement’s management prepared the Table of Prior Year Drug Control Obligations and 
related disclosures to comply with the requirements of the Office of National Drug Control Policy 
Circular, Drug Control Accounting, dated May 1, 2007.  KPMG LLP is responsible for the attached 
independent accountants’ report dated January 23, 2009, and the conclusions expressed in the report.
We do not express an opinion on the Table of Prior Year 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 



KPMG LLP 
2001 M Street, NW 
Washington, DC 20036 

KPMG LLP, a U.S. limited liability partnership, is the U.S. 
member firm of KPMG International, a Swiss cooperative. 

Independent Accountants’ Report 

Inspector General 
U.S. Department of Homeland Security 

We have reviewed the accompanying Table of Prior Year Drug Control Obligations and related disclosures 
of the U.S. Department of Homeland Security’s (DHS) Immigration and Customs Enforcement (ICE) for 
the year ended September 30, 2008.  We have also reviewed the accompanying management’s assertions 
for the year ended September 30, 2008.  ICE’s management is responsible for the Table of Prior Year Drug 
Control Obligations and related disclosures and the assertions. 

Our review was conducted in accordance with attestation standards established by the American Institute 
of Certified Public Accountants, and applicable standards contained in Government Auditing Standards,
issued by the Comptroller General of the United States.  A review is substantially less in scope than an 
examination, the objective of which is the expression of an opinion on the Table of Prior Year Drug 
Control Obligations and related disclosures and management’s assertions.  Accordingly, we do not express 
such an opinion.   

Management of ICE prepared the Table of Prior Year Drug Control Obligations and related disclosures and 
management’s assertions to comply with the requirements of the Office of National Drug Control Policy 
(ONDCP) Circular, Drug Control Accounting, dated May 1, 2007. 

Based on our review, nothing came to our attention that caused us to believe that (1) the Table of Prior 
Year Drug Control Obligations and related disclosures for the year ended September 30, 2008 is not 
presented, in all material respects, in conformity with ONDCP’s Circular, Drug Control Accounting (May 
1, 2007), or that (2) management’s assertions referred to above are not fairly stated, in all material respects, 
based on the criteria set forth in ONDCP’s Circular, Drug Control Accounting (May 1, 2007). 

This report is intended solely for the information and use of the management of DHS and ICE, the 
Inspector General, the ONDCP, and the U.S. Congress, and is not intended to be and should not be used by 
anyone other than these specified parties. 

January 23, 2009 



Department of Homeland Security 
U.S. Immigration and Customs Enforcement 

Detailed Accounting of Drug Control Funds during FY 2008 

A. Table of Prior Year Drug Control Obligations

(in Millions)
FY 2008 Final

Drug Resources by Budget Decision Unit and Function:
Salaries and Expenses

Intelligence: Domestic Law Enforcement 3.921$              
Intelligence: International 0.484$              
International 4.568$              
Investigations 388.933$          

Total, Salaries and Expenses 397.906$          

Total Funding 397.906$          

HIDTA Transfer 1.540$              

Disclosure No. 1: Drug Methodology

U.S. Immigration and Customs Enforcement (ICE) is a multi-mission bureau, and obligations are 
reported pursuant to an approved drug methodology.  Separate calculations are made for the 
three ICE programs which undertake drug-related investigative activity: Office of Investigations, 
International Affairs and the Office of Intelligence. 

Investigations Program 

� The methodology for the Office of Investigations is based on investigative case hours 
recorded in ICE’s automated Case Management System.  ICE officers record the type of 
work they perform in this system.  Following the close of the fiscal year, a report is run 
showing investigative case hours that are coded as general narcotics cases and money 
laundering narcotics cases.  A second report is run showing all investigative case hours 
logged.  A percentage is derived by dividing the number of investigative case hours linked to 
drug control activities by the total number of investigative case hours.  Applying the 
percentage to total of direct resources results in a cost allocated to drug cases.  This 
percentage may fluctuate from year to year.  For FY 2008 the percentage was 27.5%.  To 
calculate a dollar amount, this percentage is applied to actual obligations incurred by the 
Office of Investigations (OI) against budget authority gained in FY 2008, excluding 
reimbursable authority.   
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Intelligence Program 

� ICE employs the same methodology as Investigations for calculating all drug control 
activities within the Office of Intelligence’s budget.  For FY 2008, 9.4% of the total case 
hours for Intelligence were found to be in support of drug control activities through an 
examination of data recorded in the Case Management System.  This percentage was applied 
to actual obligations against budget authority gained in FY 2008 incurred by the Office of 
Intelligence for all activities. 

� The Intelligence Requirement Intake System – IRIS tracks request for intelligence work by 
customer.  Requests made by the Office of International Affairs are classified as inherently 
international and all other customers are classified as inherently domestic.  In FY 2008, 11% 
of IRIS requests were international in nature.

International Affairs Program 

� The methodology for the Office of International Affairs (OIA) is also based on investigative 
hours recorded in ICE’s automated Case Management System which are represented as full 
time equivalent (FTE) agents.  For FY 2008, 4.4% was applied to actual obligations against 
budget authority gained in FY 2008 incurred by the Office of International Affairs for all 
activities.  This percentage represents the relationship of FTE agents with the number of 
overseas agents. 

Disclosure No. 2: Methodology Modifications

As requested by the Office of National Drug Control Policy, the FY 2008 Table of Prior Year 
Drug Control Obligations sub-divided Intelligence activity between domestic and international 
work.  The new methodology adds an additional step to the FY 2007 methodology and is 
discussed above.  In comparing the FY 2008 methodology against the FY 2007 methodology, 
there is no quantitative difference in the total amount reported for the Office of Intelligence or 
ICE.

Disclosure No. 3: Material Weaknesses or Other Findings

In FY 2008, there were no known material weaknesses or other findings by independent sources 
which might affect the presentation of the Immigration and Customs Enforcement’s prior year 
drug-related obligations data.

Disclosure No. 4: Reprogrammings or Transfers

No Reprogrammings or Transfers of drug-related budget resources occurred during FY 2008.  

Disclosure No. 5: Other Disclosures
In previous submissions, the Office of International Affairs’ drug-related obligations and 
program requests were included as part of the Office of Investigations’ request.  In FY 2007, 
there was an organizational change that established OIA as a stand-alone office within ICE.  All 
submissions beginning with FY 2007 reflect this change. 
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There are no other disclosures, which we feel are necessary to clarify any issues regarding the 
data reported. 

B. Assertions 

Assertion No. 1: Obligations by Budget Decision Unit

Not Applicable- noted in the ONDCP Circular: Drug Control Accounting 6 (b) (1).

Assertion No. 2: Drug Methodology

The methodology used to calculate obligations of prior year budgetary resources by budget 
decision unit and function is reasonable and accurate in regard to the workload data employed 
and the estimation methods used. The workload data is derived from the TECS and IRIS systems 
discussed in the methodology section above and based on work performed between October 1, 
2007 and September 30, 2008. There are no other estimation methods used.  The financial 
system used to calculate the drug-related budget obligations is the Federal Financial 
Management System (FFMS) which is capable of yielding data that fairly presents, in all 
material respects, aggregate obligations.  

Assertion No. 3 Application of Drug Methodology

The methodology disclosed in section A, Disclosure No. 1 was the actual methodology used to 
generate the table. 

Assertion No. 4: Reprogrammings or Transfers

No Reprogrammings or Transfers of drug-related budget resources occurred during FY 2008. 

Assertion No. 5: Fund Control Notices

No Fund Control Notice was issued by the ONDCP Director under 21 U.S.C. section 1703(f) to 
ICE in FY 2008.  The data presented are associated with obligations against a financial plan that 
was sent to ONDCP in FY 2008.
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     February 12, 2009 
 
 
MEMORANDUM FOR: The Honorable W. Ralph Basham 
    Commissioner 
    United States Customs and Border Protection 

     
From:    Richard L. Skinner 
    Inspector General 
 
Subject: Independent Review of the U.S. Customs and Border Protection’s 

Reporting of FY 2008 Drug Control Obligations 
 
Attached for your information is our report, Independent Review of the U.S. Customs and Border 
Protection’s Reporting of FY 2008 Drug Control Obligations.  This report contains no 
recommendations. 
 
We contracted with the independent public accounting firm KPMG LLP to perform the review.  The 
review was conducted according to attestation standards established by the American Institute of 
Certified Public Accountants.   
 
U.S. Customs and Border Protection’s management reported that it cannot assert that “the data 
presented are associated with obligations against a financial plan that, if revised during the fiscal 
year, properly reflects those changes, including [Office of National Drug Control Policy’s] approval 
of reprogrammings or transfers affecting drug-related resources in excess of $1 million.”  As a 
result, KPMG LLP was unable to complete its review and report on management’s assertions on the 
Table of FY 2008 Drug Control Obligations pursuant to the requirements of the Office of National 
Drug Control Policy Circular.  

 
Should you have any questions, please call me, or your staff may contact Anne L. Richards, 
Assistant Inspector General for Audits, at 202-254-4100. 
 
Attachment 



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

February 12, 2009 

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 FY 2008 Drug Control Obligations and 
related disclosures of the U.S. Customs and Border Protection for the fiscal year ended September 
30, 2008, for the Office of National Drug Control Policy.  We contracted with the independent 
public accounting firm KPMG LLP to perform the review.  U.S. Customs and Border Protection’s 
management prepared the Table of FY 2008 Drug Control Obligations and related disclosures to 
comply with the requirements of the Office of National Drug Control Policy Circular, Drug Control 
Accounting, dated May 1, 2007.  KPMG LLP is responsible for the attached independent 
accountants’ report dated February 2, 2009, and the conclusions expressed in the report. 

U.S. Customs and Border Protection’s management reported that it cannot assert that “the data 
presented are associated with obligations against a financial plan that, if revised during the fiscal 
year, properly reflects those changes, including [Office of National Drug Control Policy’s] approval 
of reprogrammings or transfers affecting drug-related resources in excess of $1 million.”  As a 
result, KPMG LLP was unable to complete its review and report on management’s assertions on the 
Table of FY 2008 Drug Control Obligations pursuant to the requirements of the Office of National 
Drug Control Policy Circular.  We do not express an opinion on the Table of FY 2008 Drug Control 
Obligations and related disclosures.

We trust 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 



KPMG LLP 
2001 M Street, NW 
Washington, DC 20036 

KPMG LLP, a U.S. limited liability partnership, is the U.S. 
member firm of KPMG International, a Swiss cooperative. 

Independent Accountants’ Report 

Inspector General 
U.S. Department of Homeland Security 

We have reviewed the accompanying Table of FY 2008 Drug Control Obligations and related 
disclosures of the U.S. Department of Homeland Security’s (DHS) Customs and Border 
Protection (CBP) for the year ended September 30, 2008.  We were also engaged to review the 
accompanying management’s assertions for the year ended September 30, 2008.  CBP’s 
management is responsible to prepare the Table of FY 2008 Drug Control Obligations and related 
disclosures and the assertions to comply with the requirements of the Office of National Drug 
Control Policy (ONDCP) Circular: Drug Control Accounting dated May 1, 2007 (ONDCP 
Circular).

The ONDCP Circular requires management to make certain assertions related to the accuracy and 
completeness of the Table of FY 2008 Drug Control Obligations and related disclosures.  
Management reported that they can not assert that the “the data presented are associated with 
obligations against a financial plan that, if revised during the fiscal year, properly reflects those 
changes, including ONDCP’s approval of reprogrammings or transfers affecting drug-related 
resources in excess of $1 million,” as required by the ONDCP Circular.  

In accordance with applicable professional standards, without a positive assertion provided by 
management we are unable to complete our review of management’s assertions on the Table of 
FY 2008 Drug Control Obligations and related disclosures.  Accordingly, our review procedures 
are limited to the subject matter of the Table of FY 2008 Drug Control Obligations and related 
disclosures only, and we are unable to report on management’s assertions pursuant to the 
requirements of the ONDCP Circular. 

Our review of the subject matter of the Table of FY 2008 Drug Control Obligations and related 
disclosures was conducted in accordance with attestation standards established by the American 
Institute of Certified Public Accountants, and applicable standards contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  A review is 
substantially less in scope than an examination, the objective of which is the expression of an 
opinion on the Table of FY 2008 Drug Control Obligations and related disclosures.  Accordingly, 
we do not express such an opinion.

Based on our review, nothing came to our attention that caused us to believe that the subject 
matter of the Table of FY 2008 Drug Control Obligations and related disclosures for the year 
ended September 30, 2008 is not presented, in all material respects, in conformity with ONDCP’s 
Circular.



This report is intended solely for the information and use of the management of DHS and CBP, 
the Inspector General, the ONDCP, and the U.S. Congress, and is not intended to be and should 
not be used by anyone other than these specified parties. 

February 2, 2009 
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DRUG CONTROL FUNDS AND RELATED 

PERFORMANCE 
FISCAL YEAR 2008 

 
OFFICE OF THE INSPECTOR GENERAL 

COMMENTARY AND SUMMARY 

This report contains the fiscal year 2008 attestation review reports of 
the Federal Bureau of Prisons (BOP), Drug Enforcement Administration 
(DEA), Organized Crime Drug Enforcement Task Forces (OCDETF) Program, 
and Office of Justice Programs (OJP) annual accounting and authentication of 
drug control funds and related performance.  Under the direction of the 
Office of the Inspector General (OIG), KPMG LLP performed the attestation 
reviews.  The report and annual detailed accounting of funds expended by 
each drug control program agency is required by 21 U.S.C. § 1704(d), as 
implemented by the Office of National Drug Control Policy (ONDCP) Circular, 
Drug Control Accounting, dated May 1, 2007. 

KPMG LLP prepared the reports in accordance with the Attestation 
Standards issued by the American Institute of Certified Public Accountants 
(AICPA).  Each of the reports was properly addressed, titled, and contained 
the elements required by the AICPA Statements on Standards for Attestation 
Engagements, AT Section 100.45.  An attestation review is less in scope 
than an examination and, therefore, does not result in the expression of an 
opinion.  However, KPMG LLP reported that nothing came to their attention 
that caused them to believe the submissions were not presented in all 
material respects in accordance with the requirements of the ONDCP 
circular. 

The OIG reviewed KPMG LLP’s reports and related documentation and 
made necessary inquiries of its representatives.  Our review, as 
differentiated from an attestation engagement in accordance with U.S. 
generally accepted government auditing standards, was not intended to 
enable us to express, and we do not express, an opinion or conclusions on 
the annual accounting and authentication of drug control funds and related 
performance.  KPMG LLP is responsible for the attached accountants’ reports 
dated January 22, 2009, and January 23, 2009, and the conclusions 
expressed in the reports.  However, our oversight disclosed no instances 
where KPMG LLP did not comply, in all material respects, with U.S. generally 
accepted government auditing standards. 
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KPMG LLP 
2001 M Street, NW 
Washington, DC 20036 

 

 
KPMG LLP, a U.S. limited liability partnership, is the U.S. 
member firm of KPMG International, a Swiss cooperative. 

 
 
 
 

Independent Accountants’ Report 
 
 
Inspector General 
U.S. Department of Justice 
 
Assistant Attorney General for Administration 
U.S. Department of Justice 
 
We have reviewed the accompanying Table of Drug Control Obligations and related disclosures 
of the U.S. Department of Justice’s Federal Bureau of Prisons (BOP) for the year ended 
September 30, 2008.  We have also reviewed the accompanying Management’s Assertion 
Statement for the year ended September 30, 2008.  The BOP’s management is responsible for the 
Table of Drug Control Obligations, related disclosures, and the assertion statement. 
 
Our review was conducted in accordance with attestation standards established by the American 
Institute of Certified Public Accountants, and applicable standards contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  A review is 
substantially less in scope than an examination, the objective of which is the expression of an 
opinion on the Table of Drug Control Obligations, related disclosures, and management’s 
assertion statement.  Accordingly, we do not express such an opinion. 
 
Management of the BOP prepared the Table of Drug Control Obligations, related disclosures, and 
management’s assertion statement to comply with the requirements of the Office of National 
Drug Control Policy (ONDCP) Circular, Drug Control Accounting, dated May 1, 2007. 
 
Based on our review, nothing came to our attention that caused us to believe that:  (1) the Table 
of Drug Control Obligations and related disclosures for the year ended September 30, 2008 are 
not presented, in all material respects, in conformity with ONDCP’s Circular, Drug Control 
Accounting, dated May 1, 2007, or that (2) the Management’s Assertion Statement referred to 
above is not fairly stated, in all material respects, based on the criteria set forth in ONDCP’s 
Circular, Drug Control Accounting, dated May 1, 2007. 
 
This report is intended solely for the information and use of the management of the 
U.S. Department of Justice, the U.S. Department of Justice Office of the Inspector General, the 
ONDCP, and the U.S. Congress, and is not intended to be and should not be used by anyone other 
than these specified parties.  
 
 

 
 
 
January 22, 2009 
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KPMG LLP 
2001 M Street, NW 
Washington, DC 20036 

 

 

Independent Accountants’ Report 

 
Inspector General 
U.S. Department of Justice 
 
Assistant Attorney General for Administration 
U.S. Department of Justice 
 
We have reviewed the accompanying Table of Drug Control Obligations and related disclosures 
of the U.S. Department of Justice’s Drug Enforcement Administration (DEA) for the year ended 
September 30, 2008.  We have also reviewed the accompanying Management’s Assertion 
Statement for the year ended September 30, 2008.  The DEA’s management is responsible for the 
Table of Drug Control Obligations, related disclosures, and the assertion statement. 

Our review was conducted in accordance with attestation standards established by the American 
Institute of Certified Public Accountants, and applicable standards contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  A review is 
substantially less in scope than an examination, the objective of which is the expression of an 
opinion on the Table of Drug Control Obligations, related disclosures, and management’s 
assertion statement.  Accordingly, we do not express such an opinion. 

Management of the DEA prepared the Table of Drug Control Obligations, related disclosures, 
and management’s assertion statement to comply with the requirements of the Office of National 
Drug Control Policy (ONDCP) Circular, Drug Control Accounting, dated May 1, 2007. 

Based on our review, nothing came to our attention that caused us to believe that:  (1) the Table 
of Drug Control Obligations and related disclosures for the year ended September 30, 2008 are 
not presented, in all material respects, in conformity with ONDCP’s Circular, Drug Control 
Accounting, dated May 1, 2007, or that (2) the Management’s Assertion Statement referred to 
above is not fairly stated, in all material respects, based on the criteria set forth in ONDCP’s 
Circular, Drug Control Accounting, dated May 1, 2007. 

This report is intended solely for the information and use of the management of the 
U.S. Department of Justice, the U.S. Department of Justice Office of the Inspector General, the 
ONDCP, and the U.S. Congress, and is not intended to be and should not be used by anyone other 
than these specified parties.  

 

 
 
January 23, 2009 

KPMG LLP, a U.S. limited liability partnership, is the U.S. 
member firm of KPMG International, a Swiss cooperative. 
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FY 2008
Actual

Obligations
Drug Obligations by Budget Decision Unit and Function:

  Diversion Control Fee Account 
     Investigations 219.797$                 
     Intelligence: Domestic Law Enforcement 8.271                       
     State and Local Assistance 0.086                       
  Total Diversion Control Fee Account 228.154$                 

     Domestic Enforcement
     Investigations 1,379.362$              
     Intelligence: Domestic Law Enforcement 144.544                   
     State and Local Assistance 109.423                   
     Prevention 1.236                       

     Total Domestic Enforcement 1,634.565$              

     International Enforcement
     International 343.394$                 
     Intelligence: International 25.149                     
     State and Local Assistance 0.413                       
     Prevention 0.005                       

     Total International Enforcement 368.961$                 

     State and Local Assistance 
     State and Local Assistance 2.124$                     

     Total State and Local Assistance 2.124$                     

Total Obligations 2,233.804$              *

HIDTA Transfer $15.859

* Includes obligations of carryover unobligated balances

U.S. Department of Justice
Drug Enforcement Administration

For Fiscal Year Ended September 30, 2008
(Dollars in Millions)

Table of Drug Control Obligations
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Disclosure 1: Drug Control Methodology 
 
The mission of the Drug Enforcement Administration (DEA) is to enforce the controlled substances 
laws and regulations of the United States and to bring to the criminal and civil justice system of the 
United States or any other competent jurisdiction, those organizations, and principal members of 
organizations, involved in the growing, manufacture, or distribution of controlled substances 
appearing in or destined for illicit traffic in the United States; and to recommend and support non-
enforcement programs aimed at reducing the availability of illicit controlled substances on the 
domestic and international markets.  In carrying out its mission, the DEA is the lead agency 
responsible for the development of the overall Federal drug enforcement strategy, programs, 
planning, and evaluation.  The DEA's primary responsibilities include: 
 
 Investigation and preparation for prosecution of major violators of controlled substances laws 

operating at interstate and international levels; 
 
 Management of a national drug intelligence system in cooperation with Federal, state, local, and 

foreign officials to collect, analyze, and disseminate strategic and operational drug intelligence 
information; 

 
 Seizure and forfeiture of assets derived from, traceable to, or intended to be used for illicit drug 

trafficking; 
 
 Enforcement of the provisions of the Controlled Substances Act and the Chemical Diversion and 

Trafficking Act (CDTA) as they pertain to the manufacture, distribution, and dispensing of 
legally produced controlled substances and chemicals; 

 
 Coordination and cooperation with Federal, state and local law enforcement officials on mutual 

drug enforcement efforts and enhancement of such efforts through exploitation of potential 
interstate and international investigations beyond local or limited Federal jurisdictions and 
resources; 

 
 Coordination and cooperation with other Federal, state, and local agencies, and with foreign 

governments, in programs designed to reduce the availability of illicit abuse-type drugs on the 
United States market through non-enforcement methods such as crop eradication, crop 
substitution, and training of foreign officials; 

 
 Responsibility, under the policy guidance of the Secretary of State and U.S. Ambassadors, for all 

programs associated with drug law enforcement counterparts in foreign countries;  
 
 Liaison with the United Nations, Interpol, and other organizations on matters relating to 

international drug control programs; and 
 
 Supporting and augmenting U.S. efforts against terrorism by denying drug trafficking and/or 

money laundering routes to foreign terrorist organizations, as well as against the use of illicit 
drugs as barter for munitions to support terrorism.   
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The accompanying Table of Drug Control Obligations was prepared in accordance with the Office 
of National Drug Control Policy (ONDCP) Circular, Drug Control Accounting, dated May 1, 2007 
as revised by a September 3, 2008 memo from ONDCP showing function and decision unit.  The 
table represents obligations incurred by the DEA for drug control purposes and reflects 100 percent 
of the DEA’s mission. 
 
Since the DEA’s accounting system, the Federal Financial System (FFS), does not track obligation 
and expenditure data by ONDCP’s drug functions, the DEA uses Managerial Cost Accounting 
(MCA), a methodology approved by ONDCP to allocate obligations tracked in DEA’s appropriated 
decision units to ONDCP’s drug functions.     
 

Data:  All accounting data for the DEA is maintained in FFS.  FFS tracks obligation and 
expenditure data by a variety of attributes, including fund type, allowance center, decision unit 
and object class.  One hundred percent of the DEA’s efforts are related to drug enforcement. 
 
Other Estimation Methods:  None. 
 
Financial Systems:  FFS is the information system the DEA uses to track obligations and 
expenditures.  Obligations derived from this system can also be reconciled against enacted 
appropriations and carryover balances.   
 
Managerial Cost Accounting:  The DEA uses allocation percentages generated by MCA to 
allocate resources associated with the DEA’s four decision units to ONDCP’s drug functions.  
The MCA model using an activity-based costing methodology provides the full cost of the 
DEA’s mission outputs (performance costs).   The table below shows the allocation percentages 
based on the DEA’s MCA data. 
 
 

The DEA Decision Unit Allocation ONDCP Function
Diversion Control Fee Account 96.34% Investigations
Domestic Enforcement 84.39%
Diversion Control Fee Account 3.63%     Intelligence: Domestic Law Enforcement
Domestic Enforcement 8.84%     Intelligence: Domestic Law Enforcement
International Enforcement 6.82%      Intelligence: International
State and Local Assistance 0.00%     Intelligence: Domestic Law Enforcement
International Enforcement 93.07%      International
Diversion Control Fee Account 0.03%      State and Local Assistance
Domestic Enforcement 6.69%
International Enforcement 0.11%
State and Local Assistance 100.00%
Domestic Enforcement 0.08% Prevention
International Enforcement 0.00%  
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The DEA’s financial system began recording obligations in the appropriated four decision 
units in FY 2008.    
 

Decision Units:  One hundred percent of the DEA’s total obligations by decision unit were 
associated with drug enforcement.  This total is reported and tracked in FFS. 
 
Transfers and Reimbursements:  High Intensity Drug Trafficking Area (HIDTA) transfers are 
shown on a single line below the Total Obligations line from the DEA’s Table of Drug Control 
Obligations.  Reimbursable obligations are excluded from the DEA’s Table of Drug Control 
Obligations since they are reported by other sources. 
 

Disclosure 2: Methodology Modification of Drug Enforcement Accounting Method 
 
The DEA’s method for tracking drug enforcement resources has not been modified from the method 
approved in FY 2005.  The DEA uses current MCA data to allocate FY 2008 obligations from four 
decision units to ONDCP’s drug functions.    
 
Disclosure 3: Material Weaknesses and Other Findings 
 
The results of the DEA’s FY 2008 financial statement audit revealed no material weaknesses that 
affect the presentation of drug related obligations data.   
 
Disclosure 4: Reprogrammings and Transfers 
                            
There was one reprogramming in FY 2008 when the DEA submitted an allocation request in FY 
2008 as part of the DEA’s FY 2008 spending plan.  In compliance with the FY 2008 Joint 
Resolution, the DEA, through the Department of Justice, submitted its FY 2008 spending plan to 
Congress for approval.  This one-time action reprogrammed $3 million from the DEA’s FY 2008 
annual, direct Aviation Operation Salaries & Expenses (S&E) funding and $1 million from the 
DEA’s FY 2007/2008 Global War On Terror (GWOT) supplemental funding to purchase one $4 
million ATR aircraft for use in Afghanistan.  The reprogramming occurred within the International 
Enforcement’s International drug control function and is not identified on Table of FY 2008 
Reprogrammings and Transfers.  The DEA received approval on its FY 2008 operating plan from 
the Senate and the House on April 22, 2008. 
 
In addition, the DEA had several transfers during FY 2008 (see the attached Table of FY 2008 
Reprogrammings and Transfers).   The DEA had 14 transfers into its S&E account - one transfer 
from Department of Justice totaling $14,075,000, four transfers from ONDCP’s High Intensity Drug 
Trafficking Area (HIDTA) program totaling $15,680,552, and nine internal transfers from expired 
FY 2005/FY 2006/FY 2007 S&E funds of $70,383,633.  Also, the DEA had 20 transfers out of its 
S&E account - one transfer to the Department of Justice’s Wire Management Office totaling 
$317,366, nine transfers to DOJ’s Working Capital Fund totaling $13,692,876, one transfer to 
ONDCP’s (HIDTA) program totaling $443,745, and nine internal transfers from expired FY 
2005/FY 2006/FY 2007 S&E funds of $70,383,633 to the DEA’s S&E No-Year funds. 
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Transfers under the Drug Resources by Function section in the Table of FY 2008 Reprogrammings 
and Transfers are based on the same MCA allocation percentages as the Table of Drug Control 
Obligations. 
 
Disclosure 5: Other Disclosures 
 
The DEA did not have any ONDCP Fund Control Notices issued in FY 2008. 
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KPMG LLP 
2001 M Street, NW 
Washington, DC 20036 

 

 

Independent Accountants’ Report 

 
Inspector General 
U.S. Department of Justice 
 
Assistant Attorney General for Administration 
U.S. Department of Justice 
 
We have reviewed the accompanying Table of Drug Control Obligations and related disclosures 
of the U.S. Department of Justice’s Organized Crime Drug Enforcement Task Forces (OCDETF) 
Program for the year ended September 30, 2008.  We have also reviewed the accompanying 
Management’s Assertion Statement for the year ended September 30, 2008.  The OCDETF 
Program’s management is responsible for the Table of Drug Control Obligations, related 
disclosures, and the assertion statement. 

Our review was conducted in accordance with attestation standards established by the American 
Institute of Certified Public Accountants, and applicable standards contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  A review is 
substantially less in scope than an examination, the objective of which is the expression of an 
opinion on the Table of Drug Control Obligations, related disclosures, and management’s 
assertion statement.  Accordingly, we do not express such an opinion. 

Management of the OCDETF Program prepared the Table of Drug Control Obligations, related 
disclosures and management’s assertion statement to comply with the requirements of the Office 
of National Drug Control Policy (ONDCP) Circular, Drug Control Accounting, dated May 1, 
2007. 

Based on our review, nothing came to our attention that caused us to believe that:  (1) the Table 
of Drug Control Obligations and related disclosures for the year ended September 30, 2008 are 
not presented, in all material respects, in conformity with ONDCP’s Circular, Drug Control 
Accounting, dated May 1, 2007, or that (2) the Management’s Assertion Statement referred to 
above is not fairly stated, in all material respects, based on the criteria set forth in ONDCP’s 
Circular, Drug Control Accounting, dated May 1, 2007. 

This report is intended solely for the information and use of the management of the 
U.S. Department of Justice, the U.S. Department of Justice Office of the Inspector General, the 
ONDCP, and the U.S. Congress, and is not intended to be and should not be used by anyone other 
than these specified parties.  

 

 

January 23, 2009 

KPMG LLP, a U.S. limited liability partnership, is the U.S. 
member firm of KPMG International, a Swiss cooperative. 
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U.S. Department of Justice

Criminal Division

Executive Office for the Organized Crime Drug
Enforcement Task Forces

Washington, DC 20530

U.S. Department of Justice
Organized Crime Drug Enforcement Task Forces Program

Detailed Accounting Submission
Management's Assertion Statement

For Fiscal Year Ended September 30, 2008

On the basis of OCDETF's management control program, we assert that the Organized Crime
Drug Enforcement Task Forces (OCDETF) Program's system of accounting, use of estimates,
and systems of internal controls provide reasonable assurance that:

1. Obligations reported by budget decision unit are the actual obligations from the OCDETF
Program's accounting system of record for these budget decision units;

2. The methodology used by OCDETF to calculate obligations of budgetary resources by
function is reasonable and accurate in all material aspects;

The methodology disclosed in this statement was the actual methodology used to generate
the Table of Drug Control Obligations;

4. The data presented are associated with obligations against a financial plan that was
revised during the fiscal year to properly reflect the changes including ONDCP' s approval
of reprogrammings and transfers in excess of $1 million affecting drug - related
resources; and

The OCDETF Program did not have any Office of National Drug Control Policy
(ONDCP) Fund Control Notices issued in FY 2008.

We have documented the methodology used by OCDETF to identify and accumulate
FY 2008 drug control obligations in the Table of Drug Control Obligations and accompanying
disclosures in accordance with the guidance of ONDCP's Circular, Drug Control Accounting,
dated May 1, 2007. The OCDETF Program's drug control methodology has been consistently
applied from the previous year.

Peter Maxey
Budget Officer

1/23/2009
Date
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Organized Crime Drug Enforcement Task Forces (OCDETF) Program
Table of Drug Control Obligations

For the Fiscal Year Ended September 30, 2008

Decision Unit Crosswalk

No-Year Total
Annual OCDETF Reprogram FY 2008

Appropriated Executive Reallowed Actual
Funds Office Revised Funds 2/ Obligations

Drug Obligations by Decision Unit and Function1/

Investigations:
   Drug Enforcement Administration (DEA) $183.339 $1.923 $185.262 $0.391 $185.653
   Federal Bureau of Investigation (FBI) 113.944 1.195 115.139 2.418 117.557
   U.S. Marshals Service (USMS) 8.272 0.087 8.359 0.009 8.368
   Bureau of Alcohol, Tobacco, Firearms and Explosives (ATF) 11.151 0.117 11.268 0.112 11.380
        Subtotal Investigations 316.706 3.322 320.028 2.930 322.958

Drug Intelligence:
   DEA 9.036 0.095 9.131 0.009 9.140
   FBI 20.085 0.211 20.296 0.021 20.317
   OCDETF Fusion Center (OFC) 11.469 0.000 11.469 0.000 11.469
        Subtotal Intelligence 40.590 0.306 40.896 0.030 40.926
  TOTAL INVESTIGATIONS DECISION UNIT 357.296 3.628 360.924 2.960 363.884

Prosecutions:
   U.S. Attorneys (USA) 131.526 1.380 132.906 3.640 136.546
   Criminal Division 2.653 0.028 2.681 0.000 2.681
   Tax Division 0.232 0.002 0.234 0.000 0.234
  TOTAL PROSECUTIONS DECISION UNIT 134.411 1.410 135.821 3.640 139.461

Administrative Support:
   OCDETF Executive Office 5.038 (5.038) 0.000 0.000 0.000
       Total Obligations $496.745 $0.000 $496.745 $6.600 $503.345

Expired Oblig 0.000
503.345

2/ Total obligated balances include reprogrammed/reallowances of carryover funds in the amount of $6.600 M. (Dollars in Millions)

DEA. FBI
No-Year (15X0323): Amount DEA FBI USMS ATF Intell. Intell. USA
Phoenix Task Force $0.200 $0.200 0.000 0.000 0.000 0.000 0.000 0.000
FBI Strike Forces/Operations 2.300 0.000 $2.300 0.000 0.000 0.000 0.000 0.000
USA Reprogramming 3.500 0.000 0.000 0.000 0.000 0.000 0.000 $3.500
Financial Training 3/ 0.500 0.191 0.118 $0.009 $0.012 $0.009 $0.021 0.140
ATF Operational Support 0.100 0.000 0.000 0.000 0.100 0.000 0.000 0.000
 Total $6.600 $0.391 $2.418 $0.009 $0.112 $0.009 $0.021 $3.640

3/ Financial Training is pro-rated between decision units based on the percentage of appropriated 
ICDE Program funding.

1/ The first column represents the OCDETF Program's four internal decision units: Investigations, Drug Intelligence, Prosecution, and Administrative Support. In 
conformance with the Administration's proposed restructuring for FY 2008 and to reflect obligations by the prescribed ONDCP drug function, these four decision 
units have been collapsed into two Decision Units: Investigations and Prosecutions, with Administrative Support pro-rated between decision units based on the 
percentage of appropriated Interagency Crime and Drug Enforcement (ICDE) Program funding. 

U.S. Department of Justice

Actual 2008 Obligations
Dollars in Millions
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U.S. Department of Justice

Criminal Division
Executive Office for the Organized Crime Drug
Enforcement Task Forces

Washington, DC  20530

U.S. Department of Justice
Organized Crime Drug Enforcement Task Forces Program

Management's Disclosure Statement
For Fiscal Year Ended September 30, 2008

Disclosure No 1. - Drug Control Methodology 

The Organized Crime Drug Enforcement Task Forces (OCDETF) Program is comprised of
member agencies from three different Departments: the Department of Justice (DOJ), the
Department of Treasury (Treasury), and the Department of Homeland Security (DHS). Beginning
in FY 1998 and continuing through FY 2003, OCDETF member agencies were funded through
separate appropriations.  (Prior to the creation of DHS, which involved the transfer of the U.S.
Coast Guard to DHS from the Department of Transportation, OCDETF was funded in DOJ,
Treasury and Transportation appropriations.)  Currently, only DOJ OCDETF appropriated funding
comes from DOJ’s Interagency Crime and Drug Enforcement (ICDE) account. 

During FY 2004 and FY 2005, the ICDE appropriation included funding to reimburse agencies in
the DOJ, Treasury and DHS for their participation in the OCDETF Program.  The availability of a
consolidated budget has been critical to OCDETF’s ability both to ensure the proper and strategic
use of OCDETF resources and to effectively monitor Program performance across all
Departments and participating agencies.  However, Congress repeatedly expressed concern with
funding non-DOJ agencies via a DOJ appropriations account, and in FY 2005, Congress
decreased base funding for non-DOJ program participants.    

Recognizing that uncertainty surrounding funding levels for non-DOJ participants posed great
difficulties for OCDETF in terms of program planning and administration, the Administration did
not submit a consolidated budget for the program in FY 2007 and FY 2008.  Instead, funding for
OCDETF’s non-DOJ partners was requested through direct appropriations for  Treasury and DHS.

OCDETF is directly charged with carrying out the DOJ drug supply reduction strategy, and all of
its activities are aimed at achieving a measurable reduction in the availability of drugs in this
country.  The disruption and dismantlement of drug trafficking networks operating regionally,
nationally, and internationally is a critical component of the supply reduction effort.  In particular, 
OCDETF requires that, in every OCDETF case, investigators identify and target the financial
infrastructure that permits the drug organization to operate.  As such, all of OCDETF’s efforts
support Priority III of the President’s National Drug Control Strategy: “Disrupting the Market –
Attacking the Economic Base of the Drug Trade” and all of the Program’s ICDE resources are
considered to be 100 percent drug-related.  
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The Table of Drug Control Obligations was prepared in accordance with the Office of National
Drug Control Policy (ONDCP) Circular, Drug Control Accounting, dated May 1, 2007 and
ONDCP’s memorandum, Current Budget Issues, dated September 3, 2008.  The Table represents
obligations from the ICDE account incurred by OCDETF for drug control purposes.  All amounts
are net of reimbursable agreements.

Data - All accounting information for OCDETF is derived from DOJ’s Financial
Management Information System 2 (FMIS2).  ICDE resources are reported as 100 percent
drug-related because the entire focus of the OCDETF Program is drug control.

Financial Systems - FMIS2 is the financial system used to provide all ICDE obligation
data.  Obligations that are derived by this system reconcile with the enacted appropriations
and carryover balances.

OCDETF Decision Units are divided according to the four major activities of the Task Force --
Investigations, Intelligence, Prosecutions, and Administration -- and reflect the amount of
reimbursable ICDE resources appropriated for each participating agency. With respect to the
Table of Drug Control Obligations, the calculated amounts were derived from the FMIS2 system
as follows:

a. Investigations Decision Unit - This decision unit includes the reimbursable resources that
support investigative activities of the following participating agencies: the Drug
Enforcement Administration; Federal Bureau of Investigation; the Bureau of Alcohol,
Tobacco, Firearms and Explosives; and the  U.S. Marshals Service.  The methodology
applies 100 percent of  the resources that support OCDETF investigative activities.

b. Intelligence Decision Unit - This decision unit includes the reimbursable resources that
support intelligence activities of the following participating agencies: the Drug
Enforcement Administration and the Federal Bureau of Investigation including the
operational costs associated with the OCDETF Fusion Center.  The methodology applies
100 percent of  the resources that support OCDETF intelligence activities.

c. Prosecution Decision Unit - This decision unit includes the reimbursable prosecution
resources for the following participating DOJ agencies: the U.S. Attorneys and the
Criminal and Tax Divisions of the DOJ.  The methodology applies the total of 100 percent
of OCDETF’s Prosecution resources to the Prosecution Decision Unit. 

d. Administrative Support Decision Unit- This decision unit includes funding for the
OCDETF Executive Office for program oversight and support activities, as well as
reimbursable resources to provide financial investigative training for member agencies.
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Disclosure No 2. - Modifications to Drug Control Methodology

The overall methodology to calculate drug control obligations has not been modified in the Table
of Drug Control Obligations.  However, the Administration’s FY 2008 request for OCDETF
reflected a restructuring that collapses the OCDETF Program's four decision units- Investigations,
Drug Intelligence, Prosecution, and Administrative Support- into two decision units-
Investigations and Prosecutions.  Under this new methodology, Law Enforcement activities
formerly included in Investigations and Drug Intelligence are now combined under Investigations
and the administrative support of the OCDETF Executive Office is pro-rated among decision
units based on the percentage of appropriated ICDE Program funding.

Disclosure No 3. - Material Weaknesses or Other Findings   

The DOJ Offices, Boards and Divisions (OBDs) FY 2008 Independent Auditors’ Report on
Internal Control Over Financial Reporting revealed no material weaknesses. 

Although no material weaknesses were noted in the FY 2008 OBDs audit report on internal
controls, one significant deficiency was reported. The deficiency was identified in the design of
controls over Journal Entries related to preparation, review, and approval of Journal Entries
recorded in the OBDs’ financial management system as “on-top” adjustments within its financial
statement preparation database.  This finding, while not a material weakness nor specifically
directed to OCDETF, is being reported by OCDETF as “other findings” because of their
undetermined impact on the presentation of drug-related obligations.
 
The DOJ Justice Management Division (JMD) Finance Director, Quality Control and Compliance
Group (QCCG) and component program managers as well as their respective Budget Officers
who are affected, will develop a proactive corrective action plan to address the significant
deficiency. The DOJ JMD Finance Director will validate this plan. In addition, the DOJ’s JMD
Finance Director and program managers will ensure that all weaknesses identified in prior year
audits are addressed and that enhancements in policies, processes, and workflow are implemented
to provide the best possible support for financial reporting. 
 

Disclosure No 4. - Reprogrammings/Reallowances or Transfers

Total availability consists of enacted budget authority for FY 2008, plus unobligated balances and 
recoveries brought forward from prior years.  OCDETF’s FY 2008 obligations include all
reallowed carryover funds and transfers.  In FY 2008, OCDETF reallowed $6,600,000 from its
no-year account (15X0323) as follows: $200,000 to establish the Phoenix Strike Force;
$2,300,000 to provide for Federal Bureau of Investigation operational support of the OCDETF
Strike Forces; $3,500,000 for United States Attorneys Reprogramming; $500,000 for Financial
Investigative Training; and  $100,000 to provide operational costs for the Bureau of Alcohol,
Tobacco, Firearms and Explosives. Finally, OCDETF also transferred radio resources amounting
to $709,495 to the DOJ Wireless Law Enforcement Communications Account as required by
 P.L. 110-161 121 Stat. 1898.  See the attached Reprogramming and Transfers Schedule.

- 25 -



Disclosure No 5. - Obligations From Carryover Funds

In FY 2008, $13,058,717 in unobligated balances and prior year recoveries was brought forward
from FY 2007 and available for new obligations. Of this amount, $6,600,000, as reported under
Disclosure No 4., was established as new obligations during FY 2008.

Disclosure No. 6 - Other Disclosures

OCDETF asserts that the information presented in the Table of Drug Control Obligations fairly
presents the drug control obligations for OCDETF.  OCDETF did not have any ONDCP Fund
Control Notices issued in FY 2008.
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Organized Crime Drug Enforcement Task Forces (OCDETF) Program
Reprogrammings and Transfers

For the Fiscal Year Ended September 30, 2008
(Dollars in Millions)

Unobligated
Balances Enacted Total

Line Item and Budget Reprogramming Rescission Transfer 3/ Availability
 Recoveries Authority Reallowances 2/

Drug Resources by Decision Unit
  and Function 1/

Investigations:
   Drug Enforcement Administration (DEA) 0.000 186.131 0.391 0.000 -0.664 185.858
   Federal Bureau of Investigation (FBI) 0.000 115.159 2.418 0.000 -0.022 117.555
   U.S. Marshals Service (USMS) 0.000 8.359 0.009 0.000 0.000 8.368
   Alcohol, Tobacco, Firearms and Explosives (ATF) 0.000 11.268 0.112 0.000 0.000 11.380
        Subtotal Investigations 0.000 320.917 2.930 0.000 (0.686) 323.161

Drug Intelligence:
   Drug Enforcement Administration (DEA) 0.000 9.155 0.009 0.000 -0.024 9.140
   Federal Bureau of Investigation (FBI) 0.000 20.295 0.021 0.000 0.000 20.316
   OCDETF Fusion Center Support (OFC) 0.000 11.469 0.000 0.000 0.000 11.469
        Subtotal Intelligence 0.000 40.919 0.030 0.000 (0.024) 40.925
TOTAL INVESTIGATIONS DECISION UNIT 0.000 361.836 2.960 0.000 -0.710 364.086

Prosecutions:
   U.S. Attorneys USAs) 0.000 132.902 3.640 0.000 0.000 136.542
   Criminal Division (CRM) 0.000 2.681 0.000 0.000 0.000 2.681
   Tax Division (TAX) 0.000 0.516 0.000 0.000 0.000 0.516
TOTAL PROSECUTIONS DECISION UNIT 0.000 136.099 3.640 0.000 0.000 139.739
Total Distributed 0.000 497.935 6.600 0.000 (0.710) 503.825
Undistributed 13.059 0.000 -6.600 0.000 0.000 6.459

       Total Obligations $13.059 $497.935 $0.000 $0.000 ($0.710) $510.284

3/Represents radio resources transferred to the DOJ Wireless Law Enforcement Communications Account as required by the FY 2008 DOJ 

2/Includes realigned carryover funds as follows: No-year funding of $6.600 M ($0.200 M for the Phoenix Strike Force; $2.300 M for FBI Strike 
Forces/Operations; $3.500 M for USA Reprogramming; $.500 M for Financial Investigative Training; and $.100 M reprogrammed for ATF Operational 
Support.

U.S. Department of Justice

Appropriations Act (P.L. 110-161 121 STAT.1898 signed 12/26/07)

1/ Decision Units in this table  reflect the Administration's restructuring for FY 2008.  Under that restructuring, the OCDETF program's four decision units: 
Investigations, Drug Intelligence, Prosecution, and Administrative Support, have been collapsed into two Decision Units: Investigations and Prosecutions, 
with Administrative Support pro-rated between decision units based on the percentage of appropriated Interagency Crime and Drug Enforcement (ICDE) 
Program funding. In order to reflect obligations by the prescribed ONDCP drug function, the administrative support has also been prorated in this table 
(reflected in the "OCDETF Executive Office" column in the Table of Drug Control Obligations).
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KPMG LLP 
2001 M Street, NW 
Washington, DC 20036 

 

 
KPMG LLP, a U.S. limited liability partnership, is the U.S. 
member firm of KPMG International, a Swiss cooperative. 

 

 

Independent Accountants’ Report 

 
Inspector General 
U.S. Department of Justice 
 
Assistant Attorney General for Administration 
U.S. Department of Justice 
 
We have reviewed the accompanying Table of Drug Control Obligations and related disclosures 
of the U.S. Department of Justice’s Office of Justice Programs (OJP) for the year ended 
September 30, 2008.  We have also reviewed the accompanying Management’s Assertion 
Statement for the year ended September 30, 2008.  OJP’s management is responsible for the 
Table of Drug Control Obligations, related disclosures, and the assertion statement. 

Our review was conducted in accordance with attestation standards established by the American 
Institute of Certified Public Accountants, and applicable standards contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  A review is 
substantially less in scope than an examination, the objective of which is the expression of an 
opinion on the Table of Drug Control Obligations, related disclosures, and management’s 
assertion statement.  Accordingly, we do not express such an opinion. 

Management of the OJP prepared the Table of Drug Control Obligations, related disclosures, and 
management’s assertion statement to comply with the requirements of the Office of National 
Drug Control Policy (ONDCP) Circular, Drug Control Accounting, dated May 1, 2007. 

Based on our review, nothing came to our attention that caused us to believe that:  (1) the Table 
of Drug Control Obligations and related disclosures for the year ended September 30, 2008 are 
not presented, in all material respects, in conformity with ONDCP’s Circular, Drug Control 
Accounting, dated May 1, 2007, or that (2) the Management’s Assertion Statement referred to 
above is not fairly stated, in all material respects. 

This report is intended solely for the information and use of the management of the 
U.S. Department of Justice, the U.S. Department of Justice Office of the Inspector General, the 
ONDCP, and the U.S. Congress, and is not intended to be and should not be used by anyone other 
than these specified parties.  

 

 
 
January 22, 2009 
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Drug Obligations by Budget Decision Unit and Function:
Regional Information Sharing System

State and Local Assistance $38.290

Weed and Seed Program
State and Local Assistance 33.834
Prevention 3.759

Total Weed and Seed Program 37.593

Enforcing Underage Drinking Laws
Prevention 25.231

Drug Court Program
Treatment 18.176

Residential Substance Abuse Treatment Program
Treatment 10.086

Prescription Drug Monitoring Program
State and Local Assistance 6.537

Southwest Border Prosecution Initiative
State and Local Assistance 28.357

Northern Border Prosecution Initiative
State and Local Assistance 0.161

Drug Prevention Demonstration Program
Prevention 0.263

     Total $164.694

Methamphetamine Enforcement and Lab Cleanup2/ 19.900

    

(in millions of dollars)

2/ Funding for the Methamphetamine Enforcement and Lab Cleanup Program is transferred from the Office of Community Oriented 
Policing Services (COPS) to the Drug Enforcement Adminstration for program administration; therefore, obligations are not tracked by 
the Office of Justice Programs (OJP).  FY 2008 total obligations for the program were reported to OJP by the COPS budget office.

FY 2008 Actual
Obligations1/

1/ Program obligations reflect direct program obligations plus estimated direct and support management and administrative costs.  
Therefore, obligations reflected above may exceed the budget authority shown on the Reprogramming and Transfers Schedule. 

U.S. Department of Justice
Office of Justice Programs

Table of Drug Control Obligations

For the Fiscal Year Ended September 30, 2008
By Budget Decision Unit and Function
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 Agency for International Development 
 

Accounting and Authentication of Drug Control Funds and Related Performance 
Report 

 
Reference:  ONDCP Circular: Drug Control Accounting (May 1, 2007) 
 
6. Detailed Accounting Submission 
 
6. a.  Table of Prior Year Drug Control Obligations 
 

Table 1 
 Agency for International Development

Drug Control Obligations:
$ In Millions

FY 2008
Actual

Drug Resources by Drug Control Function
International 327.2

Total 327.2

Drug Resources by Decision Unit
Alternative Development and Alternative Livelihoods-Afghanistan 173.2
Alternative Development and Alternative Livelihoods-Andean Region 154.0

Total 327.2

Drug Resources by Function and Decision Unit
International-Alternative Development and Alternative Livelihoods-Afghanistan 173.2
International-Alternative Development and Alternative Livelihoods-Andean Region 154.0

Total 327.2

Information
Total Agency Budget* 9,478.6
Drug Related Percentage** 3%

* USAID 2008 Agency-wide Appropriations per 2008 Statement of Budgetary Resources
** Total Drug Control Obligations divided by Total Agency Budget

 
 
6. a. (1) Drug Methodology 
 
All obligations provided in Table 1 were made from funds appropriated in FY 2008 and 
are classified in USAID’s accounting system of record in program area 1.4.2 - 
Alternative Development and Alternative Livelihood”.  USAID incurred these 
obligations during FY 2008. 
 
6. a. (1) (a) Obligations by Drug Control Function 
 
Table 1 shows Obligations by Drug Control Function.  All of the reported obligations 
supported programs whose function is best described as “International” as defined in the 



2008 version of Attachment D of the ONDCP Circular: Budget Formulation, May 1, 
2007. 
 
6. a. (1) (b) Obligations by Budget Decision Unit 
 
Table 1 shows Obligations by Decision Unit.  All of the reported obligations supported 
programs in the decision units as defined for USAID in the 2008 version of Attachment B 
of the ONDCP Circular: Budget Formulation, May 1, 2007. 
 
6. a. (2) Methodology Modifications 
 
In last year’s (2007) annual accounting report to ONDCP we showed a decision unit in 
Table 1 called “Development Assistance - Drug Related Only”.  In the 2008 report we 
omit that decision unit because it is not included in the “Alternative Development and 
Alternative Livelihood” (ADAL) program area.  This change has no significant impact on 
the amount of obligations that we report for 2008 because there were only $400,000 
“Drug Related Only” obligations in 2008, compared to $327,200,000 of ADAL 
obligations.  There were $9,000,000 of “Drug Related Only” obligations in 2007, 
compared to 219,800,000 of ADAL obligations. 
 
6. a. (3) Material Weaknesses or Other Findings 
 
CFO does not know of any material weakness or other finding by independent sources or 
other known weaknesses, including those identified in the Agency’s Annual Statement of 
Assurance, which affects the presentation of prior year drug related obligations data.  
 
6. a. (4) Reprogrammings or Transfers 
 
USAID did not submit any reprogrammings or transfers to ONDCP in FY 2008  
 
6. a. (5) Other Disclosures 
 
None. 
 
6. b.  Assertions 
 
6. b.  (1) Obligations by Budget Decision Unit 
 
The Obligations reported by budget decision unit are the actual obligations from 
USAID’s accounting system of record for the stated Budget Decision Units. 
 
  
6. b.  (2) Drug Methodology 
 
The drug methodology used to calculate obligations of prior year budgetary resources by 
function and by budget decision unit is reasonable and accurate based on criterion (c) 
Financial Systems.  The financial systems at USAID that support the drug methodology 





 
 
 
 
 
8. Inspector General Authentication 
 
See OIG Report, attached. 
 
 
9. Unreasonable Burden 
 
Not applicable.  USAID’s obligations exceed the $50 million threshold level for 
simplified reporting. 





Tab G
Department of 
Transportation













Tab H
Department of
the Treasury



















































Tab I
Department of

Veterans Affairs





























Tab J
Small Business 
Administration









Tab K
ONDCP Circular: 

Annual Accounting 
of Drug Control Funds



ONDCP Circular: Drug Control Accounting 


May 1, 2007


TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS 

SUBJECT: Annual Accounting and Authentication of Drug Control Funds and Related 
Performance 

1. Purpose.  This circular provides the polices and procedures to be used by National Drug 
Control Program agencies in conducting a detailed accounting and authentication of all funds 
expended on National Drug Control Program activities and the performance measures, targets, 
and results associated with those activities. 

2. Rescission.  This circular rescinds and replaces the ONDCP Circular, Annual Accounting of 
Drug Control Funds, dated April 18, 2003. 

3. 	 Authority. 

a. 	 21 U.S.C. § 1704(d) provides: “The Director [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 of 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).” 

b. 	 21 U.S.C. § 1703(d)(7) authorizes the Director of National Drug Control Policy to “... 
monitor implementation of the National Drug Control Program, including – (A) 
conducting program and performance audits and evaluations; and (B) requesting 
assistance of the Inspector General of the relevant agency in such audits and 

 evaluations ...” 

4. Definitions.  As used in this circular, key terms related to the National Drug Control 
Program and budget are defined in Section 4 of the ONDCP Circular, Budget Formulation, dated 
May 1, 2007. These terms include: National Drug Control Program, National Drug Control 
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Program agency, Bureau, Drug Methodology, Drug Control Functions, and Budget Decision 
Units. Further, Reprogrammings and Fund Control Notices referenced in Section 6 of this 
circular are defined in Section 6 and Section 8 of the ONDCP Circular, Budget Execution, dated 
May 1, 2007. 

5. Coverage.  The provisions of this circular apply to all National Drug Control Program 
agencies. 

6. Detailed Accounting Submission.  The Chief Financial Officer (CFO) of each agency, or 
other accountable senior level senior executive, shall prepare a Detailed Accounting Submission 
to the Director, ONDCP. For agencies with no bureaus, this submission shall be a single report, 
as defined by this section. For agencies with bureaus, the Detailed Accounting Submission shall 
consist of reports, as defined by this section, from the agency’s bureaus.  The CFO of each 
bureau, or accountable senior level executive, shall prepare reports. Each report must include (a) 
a table highlighting prior year drug control obligations data, and (b) a narrative section making 
assertions regarding the prior year obligations data. Report elements are further detailed below: 

a.	 Table of Prior Year Drug Control Obligations – For the most recently completed 
fiscal year, each report shall include a table of obligations of drug control budgetary 
resources appropriated and available during the year being reported.1  Such table shall 
present obligations by Drug Control Function and Budget Decision Unit, as these 
categories are displayed for the agency or bureau in the National Drug Control Strategy 
Budget Summary. Further, this table shall be accompanied by the following disclosures: 

(1) Drug Methodology – The drug methodology shall be specified in a separate exhibit. 
For obligations calculated pursuant to a drug methodology, this presentation shall 
include sufficient detail to explain fully the derivation of all obligations data 
presented in the table. 

(a) Obligations by Drug Control Function – All bureaus employ a drug 
methodology to report obligations by Drug Control Function. 

(b)	 Obligations by Budget Decision Unit – For certain multi-mission bureaus – 
Customs and Border Protection (CBP), Coast Guard, Immigration and Customs 
Enforcement (ICE), Indian Health Service (IHS), Bureau of Indian Affairs (BIA), 
and the Veterans Health Administration (VHA) – obligations reported by Budget 
Decision Unit shall be calculated pursuant to an approved drug methodology.  For 

1Consistent with reporting requirements of the ONDCP Circular, Budget Formulation, dated May 1, 2007, 
resources received from the following accounts are excluded from obligation estimates:  (1) ONDCP – High 
Intensity Drug Trafficking Areas (HIDTA) and (2) DOJ – Organized Crime Drug Enforcement Task Force Program. 
 Obligations against these resources shall be excluded from the table required by this section but shall be reported on 
a consolidated basis by these bureaus. Generally, to prevent double-counting agencies should not report obligations 
against budget resources received as a reimbursement.  An agency that is the source of the budget authority for such 
reimbursements shall be the reporting entity under this circular.  
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all other bureaus, drug control obligations reported by Budget Decision Unit shall 
represent 100 percent of the actual obligations of the bureau for those Budget 
Decision Units, as they are defined for the National Drug Control Budget. (See 
Attachment B of the ONDCP Circular, Budget Formulation, dated May 1, 2007.) 

(2) Methodology Modifications – Consistent with ONDCP’s prior approval, if the drug 
methodology has been modified from the previous year, then the changes, their 
purpose, and the quantitative differences in the amount(s) reported using the new 
method versus the amount(s) that would have been reported under the old method 
shall be disclosed.2 

(3) Material Weaknesses or Other Findings – Any material weakness or other findings  
by independent sources, or other known weaknesses, including those identified in the 
Agency’s Annual Statement of Assurance, which may affect the presentation of prior 
year drug-related obligations data, shall be highlighted. This may be accomplished 
by either providing a brief written summary, or by referencing and attaching relevant 
portions of existing assurance reports. For each material weakness or other finding, 
corrective actions currently underway or contemplated shall be identified. 

(4) Reprogrammings or Transfers – All prior year reprogrammings or transfers that  
affected drug-related budgetary resources shall be identified; for each such 
reprogramming or transfer, the effect on drug-related obligations reported in the table 
required by this section also shall be identified. 

(5) Other Disclosures – Agencies may make such other disclosures as they feel are 
necessary to clarify any issues regarding the data reported under this circular. 

b.	 Assertions – At a minimum, each report shall include a narrative section where the 
following assertions are made regarding the obligation data presented in the table 
required by Section 6a: 

(1) Obligations by Budget Decision Unit – With the exception of the multi-mission 
bureaus noted in Section 6a(1)(b), reports under this section shall include an assertion 
that obligations reported by budget decision unit are the actual obligations from the 
bureau’s accounting system of record for these Budget Decision Units.  

(2) Drug Methodology – An assertion shall be made regarding the reasonableness and 
accuracy of the drug methodology used to calculate obligations of prior year 
budgetary resources by function for all bureaus and by budget decision unit for the 
CBP, Coast Guard, ICE, IHS, BIA, and VHA. The criteria associated with this 
assertion are as follows: 

2For changes that did not receive prior approval, the agency or bureau shall submit such changes  
to ONDCP for approval under separate cover. 
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(a) Data – If workload or other statistical information supports the drug 
methodology, then the source of these data and the current connection to drug 
control obligations should be well documented.  If these data are periodically 
collected, then the data used in the drug methodology must be clearly identified 
and will be the most recently available. 

(b) Other Estimation Methods – If professional judgment or other estimation 
methods are used as part of the drug methodology, then the association between 
these assumptions and the drug control obligations being estimated must be 
thoroughly explained and documented.  These assumptions should be subjected to 
periodic review, in order to confirm their continued validity. 

(c) Financial Systems – Financial systems supporting the drug methodology should 
yield data that fairly present, in all material respects, aggregate obligations from 
which drug-related obligation estimates are derived. 

(3) Application of Drug Methodology – Each report shall include an assertion that the 
drug methodology disclosed in this section was the actual methodology used to 
generate the table required by Section 6a. Calculations must be sufficiently well 
documented to independently reproduce these data.  Calculations should also provide 
a means to ensure consistency of data between reporting years.  

(4) Reprogrammings or Transfers – Further, each report shall include an assertion that 
the data presented are associated with obligations against a financial plan that, if 
revised during the fiscal year, properly reflects those changes, including ONDCP’s 
approval of reprogrammings or transfers affecting drug-related resources in excess of 
$1 million. 

(5) Fund Control Notices – Each report shall also include an assertion that the data 
presented are associated with obligations against a financial plan that fully complied 
with all Fund Control Notices issued by the Director under 21 U.S.C. § 1703(f) and 
Section 8 of the ONDCP Circular, Budget Execution. 

7. Performance Summary Report.  The CFO, or other accountable senior level senior 
executive, of each agency for which a Detailed Accounting Submission is required, shall provide 
a Performance Summary Report to the Director of National Drug Control Policy.  Each report 
must include performance-related information for National Drug Control Program activities, and 
the official is required to make certain assertions regarding that information.  The required 
elements of the report are detailed below. 

a. Performance Reporting- The agency’s Performance Summary Report must include 
each of the following components: 
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(1) Performance Measures – The report must describe the performance measures used 
by the agency to assess the National Drug Control Program activities it carried out in 
the most recently completed fiscal year and provide a clear justification for why those 
measures are appropriate for the associated National Drug Control Program activities. 
The performance report must explain how the measures: reflect the purpose of the 
program; contribute to the National Drug Control Strategy; and are used in the 
management of the program.  The description must include sufficient detail to permit 
non-experts to understand what is being measured and why it is relevant to those 
activities. 

(2) Prior Years Performance Targets and Results – For each performance measure, 
the report must provide actual performance information for the previous four fiscal 
years and compare the results of the most recent fiscal year with the projected (target) 
levels of performance established in the agency’s annual performance budget for that 
year. If any performance target for the most recently completed fiscal year was not 
met, the report must explain why that target was not met and describe the agency’s 
plans and schedules for meeting future targets.  Alternatively, if the agency has 
concluded it is not possible to achieve the established target with available resources, 
the report should include recommendations concerning revising or eliminating the 
target. 

(3) Current Year Performance Targets – Each report must specify the performance 
targets established for National Drug Control Program activities in the agency’s 
performance budget for the current fiscal year and describe the methodology used to 
establish those targets. 

(4) Quality of Performance Data – The agency must state the procedures used to ensure 
the performance data described in this report are accurate, complete, and unbiased in 
presentation and substance. 

(b) Assertions – Each report shall include a letter in which an accountable agency official 
makes the following assertions are made regarding the information presented in Section 
7a: 

(1) Performance reporting system is appropriate and applied – The agency has a 
system to capture performance information accurately and that system was properly 
applied to generate the performance data. 

(2) Explanations for not meeting performance targets are reasonable – An assertion 
shall be made regarding the reasonableness of any explanation offered for failing to 
meet a performance target and for any recommendations concerning plans and 
schedules for meeting future targets or for revising or eliminating performance 
targets. 

Drug Control Accounting 5 



(3) Methodology to establish performance targets is reasonable and applied – An 
assertion that the methodology described above to establish performance targets for 
the current year is reasonable given past performance and available resources.  

(4) Adequate performance measures exist for all significant drug control activities -
Each Report shall include an assertion that the agency has established at least one 
acceptable performance measure for each Drug Control Decision Unit identified in 
reports required by section 6a(1)(A) for which a significant mount of obligations 
($1,000,000 or 50 percent of the agency drug budget, whichever is less) were 
incurred in the previous fiscal year. Each performance measure must consider the 
intended purpose of the National Drug Control Program activity.  

The criteria associated with these assertions are as follows: 

(a) Data – If workload, participant, or other quantitative information supports these 
assertions, the sources of these data should be well documented.  If these data are 
periodically collected, the data used in the report must be clearly identified and will be 
the most recently available. 

(b) Other Estimation Methods – If professional judgment or other estimation methods 
are used to make these assertions, the objectivity and strength of these estimation 
methods must be thoroughly explained and documented.  These estimation methods 
should be subjected to periodic review to confirm their continued validity. 

(c) Reporting Systems – Reporting systems supporting the assertions should be current, 
reliable, and an integral part of the agency’s budget and management processes. 

8. Inspector General Authentication.  Each report defined in Sections 6 and 7 shall be 
provided to the agency’s Inspector General (IG) for the purpose of expressing a conclusion about 
the reliability of each assertion made in the report.  ONDCP anticipates that this engagement will 
be an attestation review, consistent with the Statements for Standards of Attestation 
Engagements, promulgated by the American Institute of Certified Public Accountants. 

9. Unreasonable Burden.  Unless a detailed report, as specified in Section 6, is specifically 
requested by ONDCP, an agency or bureau included in the National Drug Control Budget with 
prior year drug-related obligations of less than $50 million may submit through its CFO, or its 
accountable senior level executive, an alternative report to ONDCP, consisting of only the table 
highlighted in Section 6a., omitting all other disclosures.  Such a report will be accompanied by 
statements from the CFO, or accountable senior level executive, and the agency IG attesting that 
full compliance with this Circular would constitute an unreasonable reporting burden.  In those 
instances, obligations reported under this section will be considered as constituting the statutorily 
required detailed accounting, unless ONDCP notifies the agency that greater detail is required. 
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10. Point of Contact and Due Dates.  Each agency CFO, or accountable senior level executive, 
shall transmit a Detailed Accounting Submission, consisting of the report(s) defined in Sections 
6 and 7, along with the IG’s authentication(s) defined in Section 8, to the attention of the 
Associate Director for Performance and Budget, Office of National Drug Control Policy, 
Washington, DC 20503.  Detailed Accounting Submissions, with the accompanying IG 
authentication(s), are due to ONDCP by February 1 of each year. Agency management must 
submit reports to their Office of Inspector General (OIG) in sufficient time to allow for review 
and IG authentication under Section 8 of this Circular. ONDCP recommends a 31 December 
due date for agencies to provide their respective OIG with the required reports and information.  

John P. Walters 
Director 
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