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Executive Summary 
 

Background 
 
This Summary presents for Congress the Fiscal Year 2011 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 L), 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. 



FY 2011 Accounting of Drug Control Funds 

Executive Summary    2 

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” indicates that an agency’s assertions regarding its FY 
2011 drug control obligations were not reviewable. The Department of Homeland Security’s 
United States Coast Guard (USCG) failed. Details on each agency’s report are provided below. 
 
Table:  Compliance and Attestation Review Summary 

 
 

Department/Bureau 

Compliance 
with ONDCP 
Circular 
(Yes/No) 

OIG/Independent 
Auditor 

Attestation 
Review (Pass/Fail) 

Material 
Weakness 
Identified 
(Yes/No) 

Defense   Yes Pass No

Education   

Office of Safe and Drug‐Free Schools  Yes Pass No

Health and Human Services   

Indian Health Service  Yes Pass No

National Institute on Drug Abuse  Yes Pass No

Health Resources Service Administration Yes Pass No

Substance Abuse and Mental Health Services 
Administration 

Yes Pass No

Homeland Security   

Customs and Border Protection   Yes Pass Yes

Immigration and Customs Enforcement  Yes Pass Yes

United States Coast Guard  Yes Fail Yes

Department of Interior  Yes N.A.1 N.A.1

Justice   

Bureau of Prisons  Yes Pass No

Drug Enforcement Administration  Yes Pass No

National Drug Intelligence Center  Yes Pass No

Office of Justice Programs  Yes Pass No

Organized Crime Drug Enforcement Task Force Yes Pass No

State   

Bureau of International Narcotics and Law 
Enforcement Affairs 

Yes Pass Yes

   United States Agency for International 
Development 

Yes Pass No

Transportation   

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

Department of the Treasury   

Internal Revenue Service  Yes Pass No

Veterans Affairs    

Veterans Health Administration  Yes Pass Yes

Small Business Administration  Yes N.A.1 N.A.1

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

burden.  The alternative reports for the Department of the Interior and the Small Business Administration were not subject to an attestation 
review. However, the Health Resources and Services Administration and the Department of Transportation reports were subject to such a 
review. 



FY 2011 Accounting of Drug Control Funds 

Executive Summary    3 

Summary of Agency Reports 

Department of Defense 
The Department of Defense’s (DOD) accounting report for FY 2011 drug control obligations (Tab 
A) satisfies all requirements established by ONDCP’s Circular.  The DoD OIG indicated that 
nothing came to its attention to cause them to believe the submission was presented 
inaccurately in all material respects. DOD was assessed a rating of “pass.” 
 

Department of Education 
The Department of Education’s accounting of FY 2011 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.  No material weaknesses were found.  Given this, 
Education was assessed a rating of “pass.” 
 

Department of Health and Human Services 
The Department of Health and Human Services’ (HHS) accounting submission includes separate 
reports for the Indian Health Service (IHS), the National Institutes of Health’s (NIH) National 
Institute on Drug Abuse (NIDA), the Health Resources and Services Administration (HRSA), and 
the Substance Abuse and Mental Health Services Administration (SAMHSA) (Tab C).  The 
Centers for Medicare & Medicaid Services (CMS) Grants to States for Medicaid program are not 
included; CMS reports actuarial outlay estimates for this mandatory spending program rather 
than budget authority.  Therefore, it is not appropriate to produce a detailed accounting 
submission containing a table of prior year obligations and corresponding assertions.  
 
IHS:  OIG attested that the IHS submission and management assertion complied with the 
ONDCP Drug Control Accounting Circular.  No material weaknesses were found.  IHS was 
assessed a rating of “pass.” 
 
NIDA:  OIG attested that the NIH‐NIDA submission and management assertion complied with 
the ONDCP Drug Control Accounting Circular.  No material weaknesses were found.  NIH‐NIDA 
was assessed a rating of “pass.” 
 
HRSA:  HRSA’s funding for drug‐related activities falls below the reporting threshold of $50 
million.  Therefore, the accounting summary report consisted of a table of prior year drug 
obligations, and of disclosures regarding drug methodology, and any modifications, material 
weaknesses, or transfers of budgetary resources.  The OIG attested that the HRSA submission 
complied with the ONDCP Drug Control Accounting Circular.  No material weaknesses were 
found.  HRSA was assessed a rating of “pass.” 
 
SAMHSA:  OIG attested that the SAMHSA submission and management assertion complied 
with the ONDCP Drug Control Accounting Circular.  No material weaknesses were found.  
SAMHSA was assessed a rating of “pass.” 
 



FY 2011 Accounting of Drug Control Funds 

Executive Summary    4 

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 Protection (CBP), and 
Immigration and Customs Enforcement (ICE) (Tab D). 
 
CBP:  The Independent Auditor’s report stated that nothing came to their attention; however, 
CBP had a reportable condition regarding the timely deobligation of funds for expired or 
completed contracts as well as several IT findings for which CBP has developed a corrective 
action plan to remediate each finding.  As a result of the independent auditor’s evaluation of 
CBP’s drug control obligations, CBP was assessed a rating of “pass.” 
 
ICE:  ICE’s FY 2011 drug control obligations report satisfies all requirements established by 
ONDCP’s Circular.  In the report, material weaknesses were identified in ICE’s budgetary 
resource management processes and the Federal Financial Management System.  In FY 2012, 
ICE anticipates the completion of its corrective action plan.  ICE was assessed a rating of 
“pass.” 
 
USCG:  While the USCG has made progress in implementing the attached Financial Strategy 
for Transformation and Audit Readiness remediation plan, as in previous years, the USCG 
could not provide assurances as to the integrity of the financial data contained in its financial 
statements due to various weaknesses.  The existing USCG general ledgers do not comply 
with either the Federal Financial Management Improvement Act of 1996 or the U.S. Standard 
General Ledger, and additional findings were reported regarding IT general controls and 
functionality related to the USCG’s financial systems.  This resulted in the independent 
auditor’s inability to complete its review of the USCG’s financial data.  As a result, the USCG 
was assessed a rating of “fail.” 

 

Department of the Interior 
The Department of the Interior’s (DOI) (Tab E) funding for drug‐related activities falls below the 
reporting threshold of $50 million.  Therefore, the submission consists of a limited report that 
includes a table of FY 2011 obligations for their Drug Initiative.  The DOI submission satisfies all 
requirements established by the ONDCP Circular, including concurrence from the OIG that an 
alternative report submission is appropriate. 
 

Department of Justice 
The Department of Justice’s (DOJ) accounting submission includes separate reports for the 
Bureau of Prisons (BOP), Drug Enforcement Administration (DEA), National Drug Intelligence 
Center (NDIC), Office of Justice Programs (OJP), and Organized Crime Drug Enforcement Task 
Forces (OCDETF) (Tab F).   
 
BOP:  The FY 2011 accounting report satisfies all requirements established by ONDCP’s 
Circular, including the rendering of a negative assurance by the DOJ Office of the Inspector 
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General (OIG).  No material weaknesses were identified in the attestation review.  BOP was 
assessed a rating of “pass.” 
 
DEA:  The FY 2011 accounting report satisfies all requirements established by ONDCP’s 
Circular, including the rendering of a negative assurance by the DOJ OIG.  No material 
weaknesses were identified in the attestation review; however, DEA did have a finding 
regarding data used to populate its financial statements.  DEA has concurred with the finding 
and has implemented the necessary corrective action.  DEA was assessed a rating of “pass.” 
 
NDIC: The FY 2011 accounting report satisfies all requirements established by ONDCP’s 
Circular, including the rendering of a negative assurance by the DOJ OIG.  No material 
weaknesses were identified in the attestation review.  NDIC was assessed a rating of “pass.” 
 
OJP: The FY 2011 accounting report satisfies all requirements established by ONDCP’s 
Circular, including the rendering of a negative assurance by the DOJ OIG.  No material 
weaknesses were identified in the attestation review.  OJP was assessed a rating of “pass.” 
 
OCDETF: The FY 2011 accounting report satisfies all requirements established by ONDCP’s 
Circular, including the rendering of a negative assurance by the DOJ OIG.  No material 
weaknesses were identified in the attestation review.  OCDETF was assessed a rating of 
“pass.” 

 

Department of State and Other International Programs 
The Department of State’s (State) accounting of FY 2011 drug control obligations (Tab G) 
satisfies all requirements established by ONDCP’s Circular.   
 
INL:  The FY 2010 accounting report noted a methodology modification, specifying that INCLE 
funding be exclusively accounted for under the ONDCP international drug control function 
beginning with FY 2011 funding.  In prior years, INCLE funding slated for drug control in 
Mexico, Central America, and the Caribbean was accounted for under the interdiction drug 
control function.  Additionally, the Department’s Independent Auditor (IA) noted a material 
weakness in financial reporting, noting significant deficiencies regarding the Department’s 
accounting and business processes to ensure budgetary transactions are properly recorded, 
monitored, and reported.  Several individual deficiencies contributed to these significant 
deficiencies, including the Department’s management of unliquidated obligations, the 
timeliness and accuracy of recording obligations, and the existence of adequate supporting 
documentation for obligations.  These deficiencies pertain to all Department programs, 
including drug‐related obligations.  The Department is working with its IA and the Office of 
the Inspector General to resolve these issues in FY 2012 and beyond.  State INL was assessed 
a rating of “pass.”   
 
USAID:  The U.S. Agency for International Development (USAID) OIG attested that USAID’s 
submission and management assertion are in compliance with the ONDCP Drug Control 
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Accounting Circular.  No material weaknesses were found. USAID was assessed a rating of 
“pass.” 
 

Department of Transportation 
A limited report was submitted by the Department of Transportation (DOT) (Tab H) because its 
drug‐related activities fall below the $50 million reporting threshold.  The report includes a 
table of FY 2011 obligations for the National Highway Traffic Safety Administration’s Drug 
Impaired Driving Program.  DOT’s OIG determined that the accounting report submission 
conforms to all requirements established by ONDCP’s Circular, including an attestation that the 
alternative report submission is accurate and appropriate.  

 

Department of the Treasury 
The Department of the Treasury’s FY 2011 accounting report of drug control obligations (Tab I) 
is presented in accordance with all requirements established by ONDCP’s Circular, including the 
rendering of a negative assurance by the Treasury Inspector General for Tax Administration 
(TIGTA).  No material weaknesses were identified. The Department was assessed a rating of 
“pass.” 
 

Department of Veterans Affairs 
The Department of Veterans Affairs (VA), Veterans Health Administration’s (VHA) accounting of 
FY 2011 drug control obligations (Tab J) satisfies all requirements established by ONDCP’s 
Circular, including the rendering of a negative assurance by the Department’s OIG.  However, 
the IG noted one material weakness in VA’s Financial Management System concerning 
Information Technology Security Controls.  The IG has issued an unqualified opinion on this 
report.  Given this, VHA was assessed a rating of “pass.”   
 

Small Business Administration 
The Small Business Administration (SBA) submitted a limited report (Tab K) because its drug‐
related activities fall below the reporting threshold of $50 million.  The report includes a table 
of FY 2011 obligations for the Drug‐Free Workplace Grants.  SBA’s submission satisfies all 
requirements established by the ONDCP Circular, including concurrence from the SBA OIG that 
the alternative report submitted is appropriate. SBA was assessed a rating of “pass.” 
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INSPECTOR GENERAL
DEPARTMENT OF DEFENSE
4800 MARK CENTER DRIVE

ALEXANDRIA, VIRGINIA 22350-1500

January 30, 2012 

MEMORANDUM FOR DEPUTY ASSISTANT SECRETARY OF DEFENSE FOR 
COUNTERNARCOTICS AND GLOBAL THREATS

SUBJECT:  Independent Auditor’s Report on the DoD FY 2011 Detailed Accounting
                    Report of the Funds Obligated for National Drug Control Program Activities

(Report No. DODIG-2012-047) 

Public Law 105-277, title VII, “The Office of National Drug Control Policy 
Reauthorization Act of 1998” (the Act), October 21, 1999, requires that DoD annually 
submit a detailed report (the Report) to the Director, Office of National Drug Control 
Policy (ONDCP), accounting for all funds DoD expended for National Drug Control 
Program activities during the previous fiscal year. The Act requires that the DoD 
Inspector General authenticate the Report before its submission to the ONDCP Director
(section 1704(d), title 21, United States Code).

The “ONDCP Circular:  Drug Control Accounting,” May 1, 2007, (the “Drug Control 
Accounting” Circular) provides the policies and procedures DoD must use to prepare the 
Report and authenticate the DoD funds expended on National Drug Control Program 
activities.  The “Drug Control Accounting” Circular specifies that the Report must 
contain a table of prior-year drug control obligations, listed by functional area, and 
include five assertions relating to the obligation data presented in the table. 

The Deputy Assistant Secretary of Defense for Counternarcotics and Global Threats 
(DASD [CN & GT]) was responsible for the detailed accounting of funds obligated and 
expended by DoD for the National Drug Control Program for FY 2011.  We have 
reviewed the DASD (CN & GT) detailed accounting in accordance with the attestation 
standards established by the American Institute of Certified Public Accountants and in 
compliance with generally accepted government auditing standards.  We performed a 
review-level attestation, which is substantially less in scope than an examination done to 
express an opinion on the subject matter.  Accordingly, we do not express an opinion. 

We reviewed four DoD reprogramming actions that allocated $1.52 billion among the 
Military Departments, National Guard, and Defense agencies.  We reviewed the year-end 
obligation report and determined that DASD (CN & GT) allocated the funds to 
appropriations and project codes intended for the DoD Counterdrug Program.

In a letter dated December 12, 2011, DASD (CN & GT) provided us the Report, which 
we reviewed to determine compliance with the “Drug Control Accounting” Circular. The 
detailed accounting indicated that during FY 2011, DoD obligated $1.36 billion to the 
Counterdrug Program functional areas. DASD (CN & GT) compiled the Report from 
data the Military Departments and other DoD Components submitted. 
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DASD (CN & GT) initially reprogrammed the funds from the Central Transfer Account 
to the DoD Components using project codes. The DoD Components provided year-end 
obligation data to DASD (CN & GT) through the DASD CN database, which compiled
the data into one obligation report.  In order to present the obligations by functional area 
as required by the “Drug Control Accounting” Circular, DASD (CN & GT) applied 
percentages to each project code in the consolidated report to compute the amounts 
presented in the table of obligations, instead of obtaining the information directly from 
the accounting systems.

Based on our review, except for the DASD (CN & GT) use of percentages to calculate 
the obligations presented by functional area, nothing came to our attention during the 
review that caused us to believe the detailed accounting of funds obligated by DoD on the 
National Drug Control Program for FY 2011 is not presented fairly, in all material 
respects, in conformity with the “Drug Control Accounting” Circular.

Amy J. Frontz, CPA
Principal Assistant Inspector General
for Auditing











Tab B
Department of Education 























Tab C
Department of Health and 

Human Services





'l~4""'crs"s.( t.",.....~
DEPARTMENT OF HEALTH &. HUMAN SERVICES Office of Inspector General

Washington, D.C. 20201

JAN 1 9 2012

TO: Elizabeth A. Fowler
Chief Financial Officer

Indian Health Service

FROM: . ~ rÂ.l1lj~Gloria L. Jarmon ~ (JV"
Deputy Inspector General for Audit Services

SUBJECT: Independent Attestation Review: Indian Health Service Assertions Concerning
Drug Control Accounting for Fiscal Year 2011 (A-03-12-00355)

The purpose of this report is to provide the results of our attestation review of the Indian Health
Service (IHS) fiscal year (FY) 2011 assertions concerning drug control accounting and the
accompanying table of FY 2011 Drug Control Obligations (Table).

Pursuant to 21 U.S.C. § 1704( d)(A), each National Drug Control Program agency must submit to
the Director of the Office of National Drug Control Policy (ONDCP), not later than February 1
of each year, a detailed accounting of all funds expended by the agency for National Drug
Control Program activities during the previous FY. The section further requires such accounting
"to be authenticated by the Inspector General for each agency prior to submission to the
Director." The report and related assertions are the responsibility ofIHS's management and
were prepared by IHS as specified in section 6 of the ONDCP Circular entitled Drug Control
Accounting, dated May 1,2007.

As required by 21 U.S.c. § 1704(d)(A), we reviewed the attached IHS report entitled "Assertions
Concerning Drug Control Accounting" dated November 9, 2011. We conducted our attestation
review in accordance with attestation standards established by the American Institute of Certified
Public Accountants and the standards applicable to attestation engagements 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 to express an
opinion on management's assertions contained in its report; accordingly, we do not express such
an opinion.

INDIAN HEALTH SERVICE REPORT

IHS's report consisted of the Table, which reported obligations totaling $80,268,000, and a
related funding table.

Notice - This is a limited offcial use report.
Distribution is limited to authorized offcials.
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In accordance with ONDCP requirements, IHS made the following assertions:

· IHS reported its actual obligations from its accounting system of record for the reported
budget decision units,

· IHS's drug methodology used to calculate obligations of prior year budgetary resources
by budget decision unit were reasonable and accurate in accordance with the criteria in
section 6b(2) of the circular,

· the drug methodology IHS disclosed in its report was the actual methodology used to
generate the required Table,

· IHS did not revise its financial plan and therefore had no budgetary transfers of
obligations to report, and

· IHS did not have any Fund Control Notices under 21 U.S.C. § 1703(f) to report.

We performed review procedures on IHS's assertions and the accompanying Table. In general,
we limited our review procedures to inquiries and analytical procedures appropriate for the
attestation review.

OFFICE OF INSPECTOR GENERAL CONCLUSION

Based on our review, nothing came to our attention that caused us to believe that IHS' s
assertions and the accompanying Table were not fairly stated, in all material respects, based on
the ONDCP Circular.

********

This report is intended solely for the information and use of Congress, ONDCP, and IHS and is not
intended to be, and should not be, used by anyone other than these specified paries. If you have

any questions or comments about this report, please do not hesitate to call me, or your staff may
contact Kay L. Daly, Assistant Inspector General for Financial Management and Regional
Operations, at (202) 619-1156 or through email at Kay.Dalyifoig.hhs.gov. Please refer to report
number A-03-12-00355 in all correspondence.

Attachment
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(: DEPARTMENT OF HEALTH&.HUMA SERVICES Public Health Service

Indian Health Service
RockVile MD 20852

NOV 9 2011

MEMORANDUM TO: .Director
Office öfNatiönal Diug Cohtrol Policy

THROUGH: Sheüa Conley

Deputy Assistant Secretary of Fin¡ice
Deparent of Health and HU:i¡i Services

FROM: Elizabeth A. Fowler
ChiefFinatcial Officer
Indian Health Setvice

SUBJECT: Assertions Concerning Drug Control Accounting

Iii accordance with the requirements oftheOffceofNationalDiug COiittöl Policy CitcularDriig Control
Accountiiig, I make the following assertions regarding the attached annual accounting öf dtug control
funds for the lndian HealthService (llS):

I. Obligations by Budget DecìsiQI1 Uiiit

Lassert that obligations tepörld by budget decisiön unit ate the actuaí obligations from the
bureau's accounting system of record for these budget decision l1nitS, cC)1sistent with the dnig
budget iuethodology discussed below.

2. Drug Methodology

I assett that the dìug methodology used to calculate obligations of prior year budgetary reSources
by function for all bureaus was teasonable. and aCCJn'ate illaecordaì1ce with the criteria listed in
Section 6b(2) ofthe Citcular. 1n accordance with these ctiteria, Ihave documented/identified
data which support the e!rug methodoiögy, explainee! ane! döei.ented other estimation methods

(the assumptions for which are subjected to petiodiç review) anddetet'rined that the financial
systems supporting the dnig .methoe!ology yield data that present fairly; in all material respect,
aggregate obligations from which drug,related obligatiön estimates are derived.

The llS methodology for estimating the drug control budget was established. using the amounts
appropriated for the Alcohol and Substance Abuse Preventiön programs authorized under
P.L. 102,573, the hidj¡in FIealthArnendmentsöf1992. See attached table "Alcoholism and
Substance Abuse Treatment andPreventioì1 PrögramAuthörizedunder P.l~. 102-573" fora list of
pt"ograms. This table tefleets estimated amounts. When originally authorized and approptiated,
the funds were allocated to tribes in their self-detertination cöhtract by specific programs.
However, when the programs werereauthodzed and captuted underpüblic law lQ2.573,some

Notice - This is a limited offcial use report.
Distribution is limited to authorized officials.
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Page 2 - Director, Offce ofNatiomil DrugConttöl POlÌèy

IHS atea offces allocated the funds in lump sum while others maintained the specific program
breakout Thetefurê, at thec\ltretit time precise amounts offunding för each Pl'ogram ate not
available. The table is maintained to estimate current funding level and is the basis of the drug
budgetcöntrol methodology,

Excluded is the amöunt för the Adult treatient programs, which represents the otiginal
authöriEation for ms to ptovide alcöholtrcatient services. The focus onalóoholismtreatinent is
the reasonfortheexclusion.

Drug Resources by Decision Unit: The IHS drug control funds are appropriated in two budget
line items: 1) Alcohol and Substance Ablise and 2) Urban Indian Health Prögrams (UllP). The
Alcöhol and Snbstance Abu$e funds ate primatily allocated to Tribes under Self-Detemiination
contracts and compacts, where they manage the programs and have authority to reallocate funds
to address local priorities. The portion öf thealcöhöl fUiid included in the diug cönttol budget
methodology is as described above, Le., the entire budget excluding the amountforadult
treatment. The Ullp funds are aiiocated thröugh cotitracts and gi'antstö 50l(c)(3) örganiiations.
The portion ofUllP funds included in the drug control budget methodology is for NlA
progi-ams transferred to the IRS under the Uilt' budget.

Drug Resources by Function: Under the methodology, two programs through FY 2001 were
identified a$Prevention ptograms, Commutiily Education. and Training and Wellness Beyond
Abstinence. In FY 2008, one half of the new funds appropriated for Methamphetamine and
Suicide prevention and treatient were also inclUded in the Preventiön functiön. the tteatlnent

function comprises the remaining program excluding aduit treatment. In addition, the amount of
UrnI' funds is included under thetreatient fuiction.

3. Application of Drug Methodology

Iassett that the drug methodology disclösed in this section was the actual methodology used to
generate the table required by Section 6a öf the Citcular. .

4. Reproiiramming or Transfers

IHS did not reprogram or transfer any funds incJudedin its drug contl:ol budget.

5. Funds Control Notices

IHS was not issued anyFund Conttol Nötic.esby the Directotunder 21 U.s.C, 1703 (1) and
Section 8 of the ONDep circular Budget Execution, dated May I, 2007.

2A~0C¡~JÙA
Elizabeth A. Fowler
Director of Offce of Finance and Accounting
Indian Health Setvice

Notice - This is a limited offcial use report.
Distribution is limited to authorized officials.
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Page 3 ~ Director, Offce of National Drug Control Policy

Attachments i: (2)

I. Ta.ble- Alcoholìsm î!nd Substance Abuse Prevention TreatmentProgram AutholÌzed Under P.L. 102.
573

2. Table - FY201 i Drug CotitrölObHgations

i The first table attached to (his reportis necessary for undetstanding the II-IS drg control budget methodology.

The table titled "Alcoholism and SubstMce Abusll Treatment and l'reven1ÎonPrograin Authorized Under P.L.
102-573" shows the Alcohol and Substance Abuse budget line item broken out by the activites authorized
originally in P.L. 1 00-6QOand lilW includedunderP.L. 102.573. This table also includes the funding within
the Urban 111 dian Health budget lìne item that SllPPOlts alcohölandsubstance abuse trealinent services.
However, funds are iiotapptopriated or accounted fOrbyfuesespecific categories, butrather as the. IUl1psum
funds of Alcohol and Substance Abuse and Urban Health. The second table shows the obligatiol1softhese
funds. asrequired by the Offce ofNational DIUg CöntrolPölicy Circular Drug COntrol Accounting;

Notice - This is a limited official use report.
Distribution is limited to authorized officials.



Arnount of Funds

ALCOHOL & SUBSTANCE ABUSE

Adult Treatment
Regional Treatrnent Centers
COmmunitY Education &
Training............................

Cornrnunity Rehabilitationl
Aftercare........

Gila River............................
Contract Health Service......
Navajo Rehab: Program

Urban CliniCáI Services........
Wellness Beyond
Abstinence...................,...
Meth Prev & Treatment......

Total.................................

ATTACHMENT
Page 4 of5

Indian Hea.lh Service
Alcoholism and Substance Abuse Prevention

Treatment Program
Authorized under P.L. 102-573

(DOllars in Thoùsahds)

FY 2007
Enacted

$83,947
$20,125

$7,798

$25,330
$194

$8,917
$343
$731

$842

FY 2008
Enacted

Crosswalk to
Drug Control &
Moyer RepÓrts

FY2009
Enacted

FY2010
Enacted

FY2011
Enacted

$89,161 $96;607 $102,748 $102,781 Excluded.
$23,403 $19,9572f $21.,226 $21,226 Treatment

$8,282 $8,974 $9,544 $9.544 Prevention

$26,903 $29,150 $31,003 $31,003 Treatment
$206 $223 $237 $237 Treatment

$9,471 $10,262 $10.914 $10,914 Treatment
$365 $395 $420 $420 Treatment
$776 $841 $895 $895 Treatment

$894 $969 $1,031 $1,031 Prevention
$13,782 $16,391 $16,391 $16,358 50/50 Tx & Prev

__.._$.H~J~¿~r____._H?~J~_'!~. .__!~!l_~,-m_ ___!~Jl_'!dgl______S1.~~l~~.!,

URBAN HEALTH PROGRAM 11

Amount of Funds

Expand Urban Programs...

FY2007 FY 2008 FY2009 FY2010
Enacted Enacted Enacted Enacte'd

$3.981 $3,407 $4,356 $4.239

Alcohol/Substance Abuse
Urban Health Program
GRAND TOTAL....................

$148,227
3,981

$152,208

FY 2011

Enacted

$4,403 3/ Treatment

$17a,243
3,407

$178,850

$18~,789
4,356

$188.125

$194,409
4,239

$198,648

$194,409
4,403

$198,812

"The Urban Program ",sfunded under P,L. 100~69Ö, and is nowìunded under P'.L, 102.573
21 The FY20Q9 funding for the- Regional Treatmerit Centers was adjustëd baSed ori Arëá Ofice: reports 

of funding levels.3/ Urban Program amounts may vary from information reported in the Congressional Justifications. Urban Program numbers

are üpdated ànnually tö reflèct -ci_ctualsobligatioilS.

'Adult Treatment funds are exçluded frol1 the ÖN PCP Drug Contral ßudgeland Moyer Anti-Drug A~use methadolagies ¡'eçause this program
reflects the-orfgina.1 authQrized program fQr IHS:with thesQlei fQclIs ofalcoholìsm tre~ttlent services for aduits; This determination vvs rnaçle in
consultation with ONDCP when thedrliQ contr()1 biidgetlNs initially developed iatlie early ..1eeOs.

Notice - This is a limited official use report.
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INDIAN HEALTH SERVICE
FY 2011 Drug Control Obligations

Enacted
Drug Resources by Function

Prevention
Treatment

$18,754
$771.05
$95,859

Drug Resources by Decision Unit
Alcohol and Substance Abuse
Urban Indiari Health Program 1

$91,628
$4,231

$95,859

($000)
O"ligated

$10,873
$69,395
$80,268

$75,865
$4,403

$80,268

1 Theappropriateq amount för Urban Indian Health Prögrams Was an

estimate. The Obligated amount reflects actual funding for the
designated prögrams in FY 2011.
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Distribution is limited to authorized officials.

ATTACHMENT
Page 5 of 5



",'''l''OVlcls''''

.," ~( t
'..

'",
;,.""IiO

DEPARTMENT OF HEALTH &. HUMAN SERVICES Office of Inspector General

Washington, D.C. 20201

JAN 1 9 2012

TO: Donna Jones
Chief Financial Officer

National Institute on Drug Abuse
National Institutes of Health

FROM: Gloria L. Jarmon ,~n(. ~
Deputy Inspector General for Audit Services

SUBJECT: Independent Attestation Review: National Institute on Drug Abuse Assertions
Concerning Drug Control Accounting for Fiscal Year 2011 (A-03-12-00353)

The purpose of this report is to provide the results of our attestation review of the National
Institute on Drug Abuse (NIDA) fiscal year (FY) 2011 assertions concerning drug control
accounting.

Pursuant to 21 U.S.C. § 1704(d)(A), each National Drug Control Program agency must submit to
the Director of the Offce of National Drug Control Policy (ONDCP), not later than February 1
of each year, a detailed accounting of all funds expended by the agency for National Drug
Control Program activities during the previous FY. The section further requires such accounting
"to be authenticated by the Inspector General for each agency prior to submission to the
Director." The report and related assertions are the responsibility ofNIDA's management and
were prepared by NIDA as specified in section 6 of the ONDCP Circular entitled Drug Control
Accounting, dated May 1,2007.

As required by 21D.S.C. § 1704(d)(A), we reviewed the attached NIDA report entitled
"Assertions Concerning Drug Control Accounting," dated November 10,2011. We conducted
our attestation review in accordance with attestation standards established by the American
Institute of Certified Public Accountants and the standards applicable to attestation engagements
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 to
express an opinion on management's assertions contained in its report; accordingly, we do not
express such an opinion.

Notice - This is a limited distribution report.
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NATIONAL INSTITUTE ON DRUG ABUSE REPORT

NIDA reported obligations totaling $1,050,519,000.

In accordance with ONDCP requirements, NIDA made the following assertions:

· NIDA reported its actual obligations from its accounting system of record for the
reported budget decision units,

· NIDA'S drug methodology used to calculate obligations of prior year budgetary
resources by function were reasonable and accurate in accordance with the criteria in
section 6b(2) of the ONDCP Circular,

· the drug methodology NIDA disclosed in its report was the actual methodology used to
generate the required Table,

· NIDA's obligations against a financial plan that was revised during the fiscal year were
reported in accordance with ONDCP requirements, and

· NIDA's report reflected data associated with obligations against a financial plan that fully
complied with all Fund Control Notices and ONDCP budgetary circulars.

We performed review procedures on NIDA's assertions and the accompanying table. In general,
we limited our review procedures to inquiries and analytical procedures appropriate for the
attestation review.

OFFICE OF INSPECTOR GENERAL CONCLUSION

Based on our review, nothing came to our attention that caused us to believe that NIDA's
assertions and accompanying table was not fairly stated, in all material respects, based on the
ONDCP Circular.

********

This report is intended solely for the information and use of Congress, ONDCP, and NIDA and is
not intended to be, and should not be, used by anyone other than these specified parties. If you
have any questions or comments about this report, please do not hesitate to call me, or your staff
may contact Kay L. Daly, Assistant Inspector General for Audit Services, at (202) 619-1157 or
through email at Kay.Daly(ioig.hhs.gov. Please refer to report number A-03-12-00353 in all
correspondence.

Attachment
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, Jtfí. .,~ DEPARTMENT OFHML1'H&. HUMAN SERVICES~:.,,~~l_
"ft'J¥,lj

Public Health Service

NOV LO ZlYn
Natìo.nal Institutes of Health

N"tlonal Iristìtute oriUrug Abu$è
Bethes\ia, Maryland 20892

MEMORANDUM TO: Director
Office of National Drug Control Policy

THROUGH: Sheila Conley
Deputy Assistat Secretar of Finance

Deparment of Health and Human Servièes

DonnaJones ~L m ~
Chief Financial Offker l,/'"

National Institue on Drug A:buse

FROM:

SUBJECT: Assertions Conceniing Drug Control AccOlinting

In accordance with the reqùirements of the OffceofNational Drug Control Policy Circular
"Anual Accounting of Drug CöntrOI Fùlds," I make the following assertions regarding the
attched anual accounting of drug control fuds:

Obligatíonsby Budget DeCÍsíon Unít

I assert that obligations reported by budget decision unit are theactùå obligations from the NIH
financial accounting system for this budget decision unit after ùsing NIDA's internal system to
reConcile the NlfIaccounting system during the year.

Drug Methodology

I assert that the drug methodology used to calciiiate öbligations of prior year budgetar tesoùrces
by function for the institue was reasonable and accurate in accordance with theèriteria listed in
Section 6b(2) of the Circular. Inaçcordance with th,ese criteria, 1 have documented data which
Support the drug methodology, explained and documented other estimation methods (the
assiiptiöns for which are siibjëcno periodic review) and determinedthat the financia.l systems
supportng the drug methodology yield data that present fairlY,inaiimaterial respeèts, aggregate

obligations from.wbichdrug-related obligation èstimates are derived.

Obligations of prior year drg control budgetar resources are calculated as (oHows:

FY 201 i actual obligations were determined by identifying NIDA support for projects that
address drug prevention and treatment. Projects for inclusion in the DNDCP hùdget are
identified from the NIDA coding system and database known as the ''NEPS'' system (NIDA
Extramural Project System). Data are entered. into this system by program staff. NIDA does not
need to make any assumptions or estimates to isolate its tOtal drg .controlobligations as thetotal
appropriation is drug control.

As the supporter of more than 85% of the world's research on drg abuse and. addiètion, the

Notice - This is a limited distribution report.
Distribution is limited to authorized offcials.
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National Institùte on Drug Abuse (NIDA) provides a strong science base for our Nation's efforts
to reduce the abuse of drugs and their conseqùences. NIDA's comprehensive reseatch portfolio
addresses a broad range of drg abuse and addíction issùes, raging from the support of

fudamental neiiobiology to communty-based research. As our Nàtion looks for science-based
approaches to enhance its prevention and treatment efforts, NIDA's broad portfoIíoand its
continuing efforts to work with other Agencies and NIH Institùes on a variety of
transdisciplinary issues will provide the tools necessar to mOve these efforts forward. Research
serves as the cornerstone ofNIDA' s efforts to disseminate research information and edùèate
health professionals and the public, especially our Nation's youth, about the faètors influencing
drg use, its l.onseqùences,and about science-based and tested treatment and prevention
techniques. These research and dissemination efforts to develop, test,ancl disseminate
information on the basis of addiction, its consequences, and enhanced therapentic techniques
snpportthe ONDCP Goal 3 (treatment). Efforts to enhance the science base and disseminate
information on the factors that inhibit and facilitate drug use and its progression to addiction and
other health consequences, and on science-based approaches for prevention interventions support
the ONDCP Goal 1 (prevention).

NIDA Obligations are allocated between prevention and treatment research based on the
professional judgment of scientific program officials on specific grant and contraètprojects.
These scientists review the .grant applicatipn,project purose and methodology, and/or progress
report to determine whether the project meets NIDA's criteriaJorcategorizatipn as prevention or
as treatment research. Projects are coded and entered into the NEPS system prior to funding.

The totsl ofNIDA's regular appropriation for201 1 was $1,050,541,903. NIDA obligated
$1,050,5 I 8,644 and $23,259 lapsed. l'he actual amount obligated reconciles to the NIDA
Database system. The total of $1 ,050,518,644 does not reconcile to the FY 20 I I colum of the
FY 2012 Congressional Jùstification(CJ). This is becsuse the FY 2011 column ofthe FY 2012
CJ includes i comparable transfer totaling $90 I ,000 and per CRHouse Langusge Section 1813
excludes a reduction of $7,20 1,000 and for.General.2% reduètion excludes redùction of
$2,105,000. The sdjustments to the FY2.01 1 colum. are determined by the NIH, DBHSand
OMB.

Application of Methodology 

I assert that the dtùg methodology described in the preceding section was the actual methodology
used to generate the table requited by Section 6a. NIDA has not modified its drug methodology
from the previous year. The difference between NIDA's aètual obligations and the National
Drug Control Strategy Bùdget sùfary nùrberforFY 201 i are forthe same reasons described

above for the FY 201 I colum ofthe FY 2012 cr.

Reprogrammings or Transfers

I assert that the obligation data presented are ass.ociatedsgainsta financial plan that, if revised
durng the fiscal year, properly reflects those changes, including ONDCP's approval of
reprogramings or transfers affecting drg-related resources in excess of $1 milion that

Notice - This is a limited distribution report.
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occùted dùting the fiscal year. Asdescribedabove,NIDA had the following adjustments to its
appropriation for FY.20 1 0: (1) one comparable transfer totaling $901,000, (2) a reduction Of
$7,201,000 and (3) a reduction of $2,105,000.

Fund Control Notices

I assert that the obligation data presented are associated against a financial plan that cömplied
fuly with allFùnd Control Noiicesissuedby the Director under 21 U.S.C. 1703(f) and with
ONDep Circular Budget Execution, dated May 1,2007.

Notice - This is a limited distribution report.
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NATIONAL INSTITUTES OF Hi:ALTH
NATIONAL INSTITUTE ON DRUG ABUSE

FY 2011 Actual Obllgatlpns

(Doiiars in Thousands)

RESOURCE SUMMARY
FY 2011
Actual

Drug Resources by Functipn:
Prevention 411,622
Treatment 63ß,8S7

Total 1,050,519

Drug Résources by Decision Unit:
Demand Reduction 1,050,519
Total l,050,51S

HIDTA Transfer

ICDE Resources

ATTACHMENT
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Differences Between (1)Actual Obiigations and (2) the FY 11 Column of the
FY 12 CJand the National Drug CQntrolStrategy Budget Summary

(Doiiars in Thousandii)

Totai 2011 Col. ofthe FY 2012 CJ; National Drug Control strategy

1 CompatableTransfers

Specific Reduction Section 1813 (CH House)

General .2% Reduction

Lapse of Funds

Total Obligations

Notice - This is a limited distribution report.
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1,058,947

901

-7,201

-2,105

-23

1,050,519
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DEPARTMENT OF HEALTH &. HUMAN SERVICES Office of Inspector General

Washington, D.C. 20201

JAN 1 9 2012

TO: Daryl Kade
Director
Office of Financial Resources
Substance Abuse and Mental Health Services Administration

FROM: Gloria Jarmon ~ F
Deputy Inspector General for Audit Services

SUBJECT: Independent Attestation Review: Substance Abuse and Mental Health Services
Administration Assertions Concerning Drug Control Accounting for Fiscal Year
2011 (A-03-12-00351)

The purpose of this report is to provide the results of our attestation review of the Substance
Abuse and Mental Health Services Administration (SAMHSA) fiscal year (FY) 2011 assertions
concerning drug control accounting and accompanying Table of Prior Year Drug Control
Obligations: FY 2011 (Table).

Pursuant to 21 U.S.C. § 1704(d)(A), each National Drug Control Program agency must submit to
the Director of the Office of National Drug Control Policy (ONDCP), not later than February 1
of each year, a detailed accounting of all funds expended by the agency for National Drug
Control Program activities during the previous FY. The section further requires such accounting
"to be authenticated by the Inspector General for each agency prior to submission to the
Director." The report and related assertions are the responsibility of SAMHSA's management
and were prepared by SAMHSA as specified in section 6 of the ONDCP Circular entitled Drug
Control Accounting, dated May 1,2007.

As required by 21 U.S.C. § 1704(d)(A), we reviewed the attached SAMHSA report entitled
"Assertions Concerning Drug Control Accounting," dated December 6, 2011. We conducted our
attestation review in accordance with attestation standards established by the American Institute
of Certified Public Accountants and the standards applicable to attestation engagements
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 to
express an opinion on management's assertions contained in its report; accordingly, we do not
express such an opinion.

Notice - This is a limited distribution report.
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SUBSTANCE ABUSE AND MENTAL HEALTH SERVICES
ADMINISTRATION'S REPORT

SAMHSA's report consisted of the Table, which reported obligations totaling $2,663,200,000,
and related exhibit.

In accordance with ONDCP requirements, SAMHSA made the following assertions:

· SAMHSA reported its actual obligations from its accounting system of record for the
reported budget decision units,

· SAMHSA'S drug methodology used to calculate obligations of prior year budgetary
resources by budget decision unit were reasonable and accurate in accordance with the
criteria in section 6b(2) of the ONDCP Circular,

· the drug methodology SAMHSA disclosed in its report was the actual methodology used
to generate the required Table,

· SAMHSA's obligations against a financial plan that was revised during the fiscal year
were reported in accordance with ONDCP requirements, and

· SAMHSA's report reflected data associated with obligations against a financial plan that
fully complied with all ONDCP budgetary circulars.

We performed review procedures on SAMHSA's assertions and accompanying Table. In
general, we limited our review procedures to inquiries and analytical procedures appropriate for
our attestation review.

OFFICE OF INSPECTOR GENERAL CONCLUSION

Based on our review, nothing came to our attention that caused us to believe that SAMHSA's
assertions and accompanying Table were not fairly stated, in all material respects, based on the
ONDCP Circular.

********

This report is intended solely for the information and use of Congress, ONDCP, and SAMHSA
and is not intended to be, and should not be, used by anyone other than these specified parties. If
you have any questions or comments about this report, please do not hesitate to call me, or your
staff may contact Kay L. Daly, Assistant Inspector General for Audit Services, at (202) 619-1157
or through email at Kay.Daly(foig.hhs.gov. Please refer to report number A-03-12-00351 in all
correspondence.
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DEC'oS 20U

To: Director
Offce. of National Drug Control Polìcy

Through: Deputy Assisiat Secreta for Finiice
Deparent of Health and Human Services

From: CWefFinancial Offcer

Substace Abuse and Mental Health Services Admnistration

Subject: Assertions Concetnng Drug Coritrol Accounting

NOTE: This memorandum replaces the origiY/l dated November 10, 2011. During the
assembly o/the FY 2011 Assimion Repol'. the incorrect Obligations byDrug Control Fi.ction
Table (A table that Is part 0/ ExhlbltA-Drug ControlMethodology) wasi11ertedintli the
doCumel1t, This has been eorrectedand is part of the updated Exhibit A. No other changes were
made,

In accordarce with the requìrementsofthe Offce of National Drg ControlPolii;y Cirular Drug
CQntro/Accoul1ting, as revised on May i, 2007, I make the following assertions regaring the
attchedamualllcountingof drg control fuds:

Obligations by Budget Decision Unit

I asSert that obligations reported by budgetdecisiortunt are the actual obligations from.
SAMHSA' occounting system Ofre.cordfor these budget decision unts.

Drug Methodology

I assert that the drug methodology i.edto calculate obligations of prior year budgeta resources
by fuction for SAlVSA was reasonable and accurate in accordace with the criteria listed in
Section 6h(2) of the Circular. In accordarcewith these crteria, I have documehted/identified
data which supPort the drg methodology,explaied ard dOCumented other estmatiori methods
(the assumptions for which are subjecte to periodic review) and determned that the ficial

systens supportng the dru methodology yield data tht present faily, in all material respects,
aggregate obligations from wWèhdrg-related obligation estlates ate derived. (See Exhbit A)

Application of Drug Methodology

I assert that the drug methodology disclosed in Exhbit A was the actal methodology used to
generate the table required by Section6a.

Behavioral Health is Essential To Health' PrèVentlon Works . Treatment is Effective . People Recover
WiAF'
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Reprogrammings Or Traiisrers

I assertthatthe dàtapresentedare associated with obligations againstafinancial plii tht "Vas

revised durng the. fiscal year to i.clude funds received from ONDCP insuppi;rt of the Drug
Free Communties Program. SAMHSAreceiveda tota. of $92,976;974 from ONDCP via
Interagency Agreileritsto fud aeivitiesofthe Drug Free Communties Progr in FY 2011.
SAMSA had nO"other reportbhaeprograiings ortranfets iri FY 2011.

Fund Control Nótices

I asser that the e!i;ta presentee! are associated "Vith obligations against SAMllSA'$ financial plan
which complied fuly with all ONDCP BUd~et.C. i.r.",i~. '.. ...~ '.. .... ...

~1/1.. ..
Dtwe . -
Chief Firärcial Offcer

Attachments:

Table of Prior Year Drug Control Obligations, FY 201 i
Exhibit A - Drug Control Methodology

Behavioral Health is Essential To Health . Prevention Works . Treatment Is Effective . Peopie ReCOVer
!!fÐ
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SUBSTANCE ABUSE AN MENTAL HEALTH
S:ERVICES ADMISTRATION

Taiile ofPnor Year Drug Control OiiIigatioD,s
FY20ii

(Dollars In millons)

Obligations by DrugContrOI Function

Prevention ........................................................................ .................................. ................... 670. I
Treatment............................................................................................................................... 1,993.1

Total .........................................................................................................................$2,663.2

Obligations by Budget Decision Unit

PtogrlU öfRegìonal and National Signcance 11........................................,.................... 662.7
SubstCll1ce Abuse Prevention (Non-add) .................................................................. (195.6)
Substance Abuse Treatment .(Non-add) ,.............,... ...,...... ........., ............... ...... ........ (467.1)

Drug Free Communties Prograi 'l..................,.................................................................. 93.0
SubstaceAbuse Block Grt 3/ .......................................................................................... 1,7112.5
Other Activites 4/................................................... .......................................... .................... 23.2
Program Management 5/....................................................................................................... 101.8

TotAl .........................................................................................................................$2,663.2

Footnotes:

1/ PRNS obligations 
reflect direct obligations agltt SAMHSA bUdget authonty. Reiibutsable

obligations ar not included,as these fucls woulclberef1ectedin the obligations ofthe agericy
providing the reimbursable fuds to SAMHSA. Substace Abuse Treatment PRNS obligations
include fuds provided to SAMSA fróm the PHS eValiion fud.

21Drg Free Communities Program fuding was provided to SAMSNcSAP via Interagency

Agreements.

3/ SAPT BlockQrt Qblìgations include 
fuds provided tQ SA1SA frQm the PHSevaIuation

fud.

4/ Other Activities includes Behaviol' Heath IT ($5.250 million) and HeaIthSureilance ($18.0

milion fuded from theACA Prevention fund),

5/ Prograi Managerient oblìgations include fudsptoVided to SAMSA from the 
PHS

evaluation fud. Obligations reflect tota SAMSA Program Miiagement fuds, less
reimbutsemerits, as prescribed by ÖNbCP Budget Circular.

TOTALS MAYNOT ADD DUE TO ROUNDING

Notice - This is a limited distribution report.
Distribution is limited to authorized officials.
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Exhibit A

(1) Drug Methodølogy - Actual obli~ations of prior year drg coritrl budgeta resources
are derived frm the SAMSA UnifjedFinancial Miiagement System (UFMS), PSC
StattiofFunds by Allotment and AlloWlce Report.

(a) Obligations byDrug Control Funttion. SAMSA distrbutes drg control fudig
into two fuctions, prevention and treatment;

Prevention: This tota reflects t1e.sii oftheactulll obligitorifor:

· CSAP's Programs of Regiona and National Signfici (PRNS) diect fuds,
excluding reimbursable authority øbligations;

· Drig Free CoinUnty. Progr fuds provided by Interagency.Agreemehts with

ONDCP;
· 2Ò% of Other Activities, including obligations related toreceiptofPHS

evaluation fuds;

· 20% of Substace Abuse Prevention and Treatent Block Grat (SAPTBG)
fuds, includi obligátions related to receipt ofPIlSevaluation fuds; and

· 20% of the actu obligations ofSAMSAPrpgramMaagement fuds,
including obligations reláted to receipt of PHS evaluation fuds.

Regardlngallocation of 20% of the SAPTBG for the prevention fuction,the.Public
Health SerVices Act provides that "in expending the griit, the Slate involved will

expend!lt less than 20perceritforprograms for individuas who do not require
trtment for substace abuse" (or, in other words, for prima preventionactivíties,
reference PHS Act, Sec. i 922(a)(l)). For expediency and simplicity, ¡irogram
margement actul obligations have also been allocated to the prevention fuction
usirg the 20% factor as a proxy.

Treàtment: TWs tota reflects the sum of the actual obligations for;
· CSAT's Programs of Regiona nidNatonal Signficance (PRNS) direct fuds,

excluding reimburable authority obligations, but including obligations related to
receipt of PHS Evaluationfuds, andfidig for SBIRTfrm the ACA
Preventipn Fund

· 80% of Other Activities, includng obligâtiousrelated to receipt of PHS
evaluation fuds;

· 80% of the actual obligations of the Substace Abuse Prevention and Treatment

Bloèk Grant.(SAPTBG) fuds, inèludig oblìgations related tp receipt of PHS
Evaluation fuds; and

· 80% of the actu obligations ofSAMSAProgram Mangement fids,
includig obligations related to receipt of PHS Evaluation fuds;

Regarding allocation of 80% oftheSAPTBG for the treatment fuction, raher than
addig compleXity to the alocation methodology, ithas beendeteiminedand
generaly a.cceptedthat the ful balceof 80% should be ascribed to the treatment
fuction. Likwise, the 80% tatoris also used to alloCate the balance ofptograí
management obligations to the treabient fuction afer the prevention a1locationof
20% has been accomplished.

Notice - This is a limited distribution report.
Distribution is limited to authorized offcials.
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(b) Obligations by Budget Decision Unit - SAMSA' s budget aecisiop unts have been
defined by Attachmerit n, ONDCPCircular, BudgetF()rmulatlon, dated May I, 2007.These MilS are: .
· Program ofRegional8.dNational Sigrciice (PRNS).. Prevention (CSAP);
· Pl:ogrofRegionaliidNatiorial Signficiice (PRNS) - Treatment (CSAT);

· Substiice Abuse Prevention iid TreatmeritB10ck Gr8.t(SAPTBG) - CSAT; and
· Program Mangement (PM) program - SAMSA.
· In addition to the above, the Drug Free Communties Program fuds provided by

ONDCP though Irteragency Agreements With SAMSAareincluded in the
Obligations by Budget Decisiori Urit display (CSAP); and,

· Furding appropriated inFY 2011 for Behavioral Heath IT and Health
Sureilance has been included in ths yea's report.

Included in ths Drug Contrl Accourtig report forFY 201 1 are 100% of the actu
obligations for these six budget decision \!ts, minus reimbursements. Obligations
against fuds provided to SAMSA from the PHS evaluation.fud are incliided.
Actual obligations of prior year drug control budgeta resources are derived frm the
SAMHSA UrifiedFinancial M8.agenient Systeni (UMS), PSC Status ofFundsby
Allotment .iid Allowance Report.

(2) Methodology Modifcations - There ha been no change in the SAMSA acounting
methodology fronitht used in the FY 2010 Drug Coritrol Ac.countigReport.

(3) Reprogrammings or Transfers - SAMSA entered into Interagency Agreeents With
ONDCP in the amount 0£$92,976,974 to fud activities of the Drug Free Communties'
Program in FY 201 i. SAMSA had no other reportblereprograigs Or trsfersin

FY 2011.

(4) Other Disclosures- None.

Notice - This is a limited distribution report.
Distribution is limited to authorized offcials.
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MEMORANDUM FOR: Rear Admiral Stephen P. Metruck      
    Assistant Commandant for Resources and 
          Chief Financial Officer 
    United States Coast Guard 
 
FROM:   Anne L. Richards 
    Assistant Inspector General for Audits 
 
SUBJECT: Independent Review of the U.S. Coast Guard’s Reporting of FY 2011 

Drug Control Obligations 
 
Attached for your information is our final report, Independent Review of the U.S. Coast Guard’s 
Reporting of FY 2011 Drug Control Obligations.  This report contains no recommendations. 
 
We contracted with the independent public accounting firm KPMG LLP (KPMG) 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 
assurances as to the integrity of the financial data contained within the detailed accounting 
submission, KPMG was unable to complete the review.  As a result, KPMG was unable to report on 
the Table of FY 2011 Drug Control Obligations and related disclosures. 
 
Should you have any questions, please call me, or your staff may contact Mark Bell,  
Deputy Assistant Inspector General for Audits, at 202-254-4100. 
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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 2011 Drug Control Obligations and 
related disclosures of the U.S. Coast Guard for the fiscal year ended September 30, 2011, for the 
Office of National Drug Control Policy.  We contracted with the independent public accounting firm 
KPMG LLP (KPMG) to perform the review.  U.S. Coast Guard management prepared the Table of 
FY 2011 Drug Control Obligations and related disclosures to comply with requirements of the 
Office of National Drug Control Policy Circular, Drug Control Accounting, dated May 1, 2007.  Due 
to the U.S. Coast Guard’s inability to provide assurance as to the integrity of the financial data in the 
detailed accounting submissions, KPMG was unable to complete its review and report on the Table 
of FY 2011 Drug Control Obligations and related disclosures.  
 
We trust this report will result in more effective, efficient, and economical operations.  We express 
our appreciation to all of those who contributed to the preparation of this report.   
 
 
             
 

Anne L. Richards 
Assistant Inspector General for Audits 

 
 
 



January 20, 2012

Ms. Anne Richards
Assistant Inspector General for Audits
Office of the Inspector General 
U.S. Department of Homeland Security 
Stop 2600 (AUD/FM)
245 Murray Drive Building 410
Washington, DC 20528

Dear Ms. Richards:

We were engaged to review the Table of FY 2011 Drug Control Obligations and related disclosures,
and the accompanying management’s assertions of the U.S. Department of Homeland Security’s
(DHS) United States Coast Guard (USCG) for the year ended September 30, 2011. USCG
management is responsible for the Table of FY 2011 Drug Control Obligations, related disclosures, 
and the assertions. 

The Office of National Drug Control Policy (ONDCP) Circular, Drug Control Accounting, dated 
May 1, 2007 (the Circular), requires management to disclose any material weaknesses or other findings 
affecting the presentation of data reported, and to make certain assertions related to the financial 
systems supporting the drug methodology used in compilation of the Table of FY 2011 Drug Control 
Obligations and related disclosures. Management reported that it cannot provide assurances as to the 
integrity of the financial data contained in its Table of FY 2011 Drug Control Obligations and related 
disclosures; and management has not provided an assertion that the financial systems supporting the 
drug methodology yield data that fairly present, in all material respects, aggregate drug-related 
obligation estimates.  

In accordance with applicable professional standards, without certain representations made by 
management, including the integrity of the financial data and its systems, we are unable to complete 
our review of USCG’s Table of FY 2011 Drug Control Obligations, related disclosures, and 
management’s assertions. Accordingly, we are unable to provide an Independent Accountants’ Report
on the USCG’s Table of FY 2011 Drug Control Obligations, related disclosures, and management’s 
assertions for the year ended September 30, 2011, pursuant to the requirements of the Circular.  

Sincerely,

Scot G. Janssen,  
Partner

KPMG LLP
Suite 12000
1801 K Street, NW  
Washington, DC 20006

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(“KPMG International”), a Swiss entity.





Enclosure 1

U.S. DEPARTMENT OF HOMELAND SECURITY
UNITED STATES COAST GUARD

Detailed Accounting Submission of FY 2011 Drug Control Funds

DETAILED ACCOUNTING SUBMISSION

A. Table of FY 2011 Drug Control Obligations

RESOURCE SUMMARY
(Dollars in Millions) 2011 Actual

Drug Resources by Drug Control Function: Obligations
� Interdiction $1,405.661
� Research and Development $2.395

Total Resources by Function $1,408.056

Drug Resources by Budget Decision Unit:
� Operating Expenses $739.622

� Reserve Training $14.225

� Acquisition, Construction, and Improvements $651.814

� Research, Development, Test and Evaluation $2.395

Total Drug Control Obligations $1,408.056

1. Drug Methodology

In FY 2000, a methodology known as the Mission Cost Model (MCM) was developed to present United 
States Coast Guard (Coast Guard) missions using activity based cost accounting principles.  The MCM
is an estimate of operational mission costs allocated across Coast Guard’s 11 mission/programs.  The 
information reported is timely and is derived from an allocation process involving the Coast Guard’s 
financial statement information.  Further, the Coast Guard has developed an operating hour baseline as a 
method to approximate the future allocation of resource hours for each asset class to multiple Coast 
Guard missions.  This is the basis for funding allocations in budget projections.  The operating hour 
allocation, or baseline, is developed and modified based upon budget line item requests and national 
priorities. Coast Guard is required to report its drug control funding to the Office of National Drug 
Control Policy (ONDCP) in four appropriations, categorically called decision units. The Coast Guard’s 
drug control funding estimates are computed by closely examining the decision units that are comprised 
of: Operating Expenses (OE); Reserve Training (RT); Acquisition, Construction, and Improvement
(AC&I); and Research, Development, Test, and Evaluation (RDT&E). Each decision unit contains its 
own unique spending authority and methodology. 
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1. Drug Methodology (cont.)

For example, AC&I includes funding that remains available for obligation up to five years after 
appropriation and RDT&E includes funding which does not expire.  Unless stipulated by law, OE and 
RT funding must be spent in the fiscal year it is appropriated.  The mechanics of the MCM methodology 
used to derive the drug control information for each decision unit's drug control data follows. 

Mission Cost Allocations

OE funds are used to operate Coast Guard facilities; maintain capital equipment; improve management 
effectiveness; and recruit, train, sustain, and compensate, an active duty military and civilian workforce.  
The basic MCM is therefore based on OE asset costs and support activities. 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 percentage 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 statutory missions 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 each asset class spends conducting each Coast Guard mission.  Using 
financial data gathered from over 3,000 cost centers around the United States along with the AOPS 
information, the Coast Guard is able to allocate OE costs to each of the 11 statutory missions 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.  Allocation of RT funding to the Coast Guard’s drug 
interdiction mission is done using the same methodology as the OE appropriation. 

The methodology used to develop the drug funding estimate for AC&I is systematically different from that 
of OE and RT because AC&I is a multi-year appropriation.  AC&I drug funding levels for budget authority 
(BA) and obligations are developed through an analysis in which each project/line item is associated with a
discrete driver that best approximates the contribution that asset or project will contribute to each of the 
Coast Guard’s 11 statutory missions when the asset or project is delivered . BA is derived from the agency's 
annual enacted appropriation and obligation data is derived from the final financial accounting Report on 
Budget Execution (SF-133). The methodology used to develop the drug-funding estimate for RDT&E is 
similar to that of AC&I.

Mission Cost Model Application & Results – The two chief input drivers to the MCM are:  

� Financial costs of each Coast Guard asset and other expenses areas, made up of direct, support and 
overhead costs. 

� FY 2011 AOPS hours – The support and overhead costs for each asset and other expenses element 
is applied to hours projected from the FY 2011 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 FY 2011.  The overall effect of the computed amount from the static baseline 
and reality of AOPS results in a percentage to drive Coast Guard OE expenditures allocation across 
11 statutory missions.  

Normalize to Budget Authority or Obligations – The program percentages derived from the MCM are then 
applied to total OE, RT, AC&I and RDT&E FY 2011 BA and obligations (see Attachments A, B, C and D, 
respectively), depending upon the reporting requirement. 
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2. Methodology Modifications

The methodology described above is consistent with the previous year. 

3. Material Weaknesses or Other Findings

As identified in the Department of Homeland Security (DHS) Chief Financial Officers (CFO) Act of 1990 
audit and feedback provided in the enclosed FY 2011 Independent Auditors’ Report: Exhibit I – Material 
Weaknesses in Internal Control over Financial Reporting (Enclosure 2) and described in the enclosed FY 
2011 U.S. Coast Guard Assurance Statement (Enclosure 3), the Coast Guard cannot assert to the reliability 
of general property, plant, and equipment (PP&E), environmental liabilities, and their related effects, if 
any, on other balances presented in the DHS financial statements as of September 30, 2011.  As such, the 
Coast Guard cannot provide assurances as to the integrity of the financial data contained in this report.  

The Coast Guard’s Financial Strategy for Transformation and Audit Readiness (FSTAR) continues to guide 
the Mission Action Plans that strengthen the internal controls leading to assurance over financial 
information.  This effort seeks to attack the root causes and implement long term solutions of the identified 
material weaknesses and other financial management issues.  The Coast Guard will continue to build on its 
ongoing successes achieved in supporting the completeness, existence, and valuation of its vessels, aircraft, 
and small boat assets and the significant progress to incorporate vehicles.  The Coast Guard will use lessons 
learned in these areas and the momentum attained to achieve its objective of supporting the auditability of 
the general PP&E line item by September 30, 2012.  

Since environmental liabilities depend substantially on capitalized property efforts, the Coast Guard will 
refine the estimated liabilities associated with real property, such as lighthouses, buildings, land, and 
structures in FY 2012. This effort is dependent on the development of a complete inventory of Coast Guard 
real property assets.  Furthermore, the Coast Guard will implement the 11-month environmental liabilities 
program management plan to develop initial cost-to-study estimates for environmental liabilities associated 
with the Coast Guard’s known assets.  Cost-to-study estimates represent the appropriate minimum liability 
for known conditions for which there is insufficient cost data to estimate the cost to remediate the known 
condition.  The Coast Guard will also develop the groundwork for future refinement and sustainment of 
estimates and a comprehensive program to identify and properly assess conditions at Coast Guard sites in 
accordance with the 11-month plan. Additionally, the Coast Guard 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. Of note, due to ongoing remediation efforts guided by 
FSTAR, the Coast Guard helped the Department of Homeland Security achieve a qualified audit opinion on 
the consolidated Balance Sheet as of November 15, 2011.   

4. Reprogrammings or Transfers

During FY 2011, the Coast Guard had no transfers or reprogramming actions affecting drug related budget 
resources in excess of $1 million. 

5. Other Disclosures

The following provides a synopsis of the United States Coast Guard’s FY 2011 Drug Control Funds 
reporting which describes: 
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1. The agency’s overall mission and the role of drug interdiction efforts within the Coast Guard's 
multi-mission structure; and

2. The Coast Guard’s Drug Budget Submission. 

Coast Guard Mission

The Coast Guard is a military service with mandated national security and national defense responsibilities 
and the United States' leading maritime law enforcement agency with broad, multi-faceted jurisdictional 
authority.  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 missions.  This cross-
over contributes to the challenges the Coast Guard faces when reporting costs for its mission areas.

Coast Guard's Drug Budget Submission

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. As such, there are no financial accounting lines for each of Coast Guard’s 11
statutory missions.  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 OE appropriation budget request is incremental, focusing on the changes from the prior 
year base brought forward.   The Coast Guard continues to present supplementary budget information 
through the use of the 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 and the process is repeatable.  Similarly, this is the same methodology 
used to complete our annual submission to the Office of National Drug Control Policy (ONDCP) for the 
NDCS Budget Summary. 
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B. Assertions

1) Obligations by Budget Decision Unit – N/A.  As a multi-mission agency, the Coast Guard is 
exempt from this reporting requirement.

2) Drug Methodology – 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.  However, the methodology used to produce the drug interdiction funding in this 
report is a repeatable mission spread process which the Coast Guard incorporates throughout its 
annual budget year submissions and mission related reports.  These submissions include: Resource 
Allocation Proposal (RAP), Resource Allocation Decision (RAD) and the Office of Management 
and Budget’s (OMB) MAX budget update of Coast Guard’s Congressional Budget submissions and 
the DHS CFO Statement of Net Cost report. The criteria associated to this assertion are as follows:  

a) Data – The percentage allocation results derived from its MCM methodology are based on the 
most current financial and AOPS data available.  

b) Other Estimation Methods – No other estimation methods are used.  

c) Financial Systems – Financial data used in this methodology are derived from CAS and SFLC 
systems.  No other financial system or information is used in developing program or mission area 
allocations. The Coast Guard cannot provide assurances as to the integrity of the financial data 
contained in this report since it has not fully implemented corrective actions to remediate 
weaknesses identified by the independent auditors during the annual DHS CFO Act audits.  As a
result, the Coast Guard could not assert to the completeness, existence (validity), accuracy, 
valuation or presentation of its financial data in this report. 

3) Application of Drug Methodology - The methodology disclosed in this section was the actual 
methodology used to generate the drug control obligation funding table required by ONDCP 
Circular: Drug Control Accounting May 1, 2007 Section 6A.  Documentation on each decision unit 
is provided.

4) Reprogrammings or Transfers - During FY 2011, Coast Guard had no transfers or reprogramming 
actions affecting drug-related budget resources in excess of $1 million.

5) Fund Control Notices –ONDCP did not issue Coast Guard a Fund Control Notice for FY 2011.
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I.1

I-A  Financial Reporting

Background:  In previous years, we reported that the U.S. Coast Guard (Coast Guard) had several internal 
control deficiencies that led to a material weakness in financial reporting. In response, the Coast Guard 
developed its Financial Strategy for Transformation and Audit Readiness (FSTAR), which is a
comprehensive plan that includes various Mission Action Plans (MAPs) designed to identify and correct 
conditions that are causing control deficiencies and, in some cases, preventing the Coast Guard from 
preparing auditable financial statements.

The Coast Guard made progress in fiscal year (FY) 2011, by completing its planned corrective actions over 
selected internal control deficiencies. Specifically, the Coast Guard implemented new policies and 
procedures, and automated tools to improve internal controls and the reliability of its financial statements
throughout FY 2011.  These remediation efforts allowed management to make new assertions in FY 2011 
related to the auditability of its financial statement balances, including $6.3 billion of fund balance with 
Treasury. The FSTAR calls for continued remediation of control deficiencies and reconciliation of 
balances in FY 2012. Consequently, some conditions of the financial reporting control weaknesses that we 
reported in the past remain uncorrected at September 30, 2011.  

Conditions: The Coast Guard does not have properly designed, implemented, and effective policies, 
procedures, processes, and controls surrounding its financial reporting process, as necessary, to:

� Support beginning balance and year-end close-out related activity, and the cumulative results of 
operations analysis in its general ledgers individually and/or in the aggregate.

� Ensure that all journal entries and edit queries impacting the general ledger are adequately 
researched and supported. Specifically, documenting that adequate research regarding the 
underlying cause(s) was performed, and maintaining the appropriate transactional-level supporting 
detail.  

� Ensure that all accounts receivable balances exist, are complete and accurate, and properly 
presented in the financial statements.  For example, the underlying data used to support accounts 
receivable balances was not always accurate (e.g., incorrect standard rates applied), reimbursable 
activity may not be identified and recorded timely due to intra-governmental reconciliation 
difficulties, and accounts receivable activity is not always properly recorded in the financial 
statements on a timely basis. 

� Ensure all financial statement information (e.g., statement of net cost, statement of budgetary 
resources, statement of changes in net position) and related disclosures submitted for incorporation 
in the DHS consolidated financial statements are accurate and complete.  

� Ascertain that intra-governmental activities and balances are identified, monitored, properly 
recorded, and differences, especially with agencies outside DHS, are being resolved in a timely 
manner in coordination with the Department’s Office of Financial Management (OFM).

Cause/Effect: The Coast Guard has not developed and implemented an effective general ledger system. 
The Core Accounting System (CAS), Aircraft Logistics Management Information System (ALMIS), and 
Naval Engineering Supply Support System (NESSS) general ledgers do not comply with the requirements 
of the Federal Financial Management Improvement Act of 1996 (FFMIA).  The general ledgers do not 
allow for compliance with the United States Standard General Ledger (USSGL) at the transaction level, 
and period-end and opening balances are not supported by transactional detail in the three general ledgers.  
The conditions described below in Comment I-B, Information Technology Controls and Financial Systems 
Functionality contribute to the financial reporting control deficiencies, and make correction more difficult.  
Some remediation initiatives implemented in FY 2011 were not fully implemented for the entire year, and
the FSTAR calls for continued remediation in FY 2012. 

Because of the conditions noted above, the Coast Guard and the Department were unable to provide 
reasonable assurance that internal controls over financial reporting were operating effectively at September 
30, 2011, and has acknowledged that pervasive material weaknesses and various internal control 
deficiencies continue to exist in some key financial processes. Consequently, the Coast Guard cannot assert 

Enclosure (2)
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I.2

to the reliability of general property, plant, and equipment, environmental liabilities, and their related 
effects, if any, on other balances presented in the Department’s financial statements as of September 30, 
2011.

Criteria: Presented in Index of Financial Reporting and Internal Control Criteria behind Exhibit V.

Recommendations: We recommend that the Coast Guard:

1. Continue the implementation of the FSTAR and completion of MAPs, as planned;  

2. Implement accounting and financial reporting processes including an integrated general ledger system 
that is FFMIA compliant; and  

3. Establish new or improve existing policies, procedures, and related internal controls to ensure that: 

a. The year-end close-out process, reconciliations, and financial data and account analysis 
procedures are supported by documentation, including evidence of effective management review 
and approval, and beginning balances in the following year are determined to be reliable and 
auditable;

b. All journal entries and edit queries impacting the general ledger are adequately researched and 
supported;

c. Accounts receivable balances are complete and accurate, and properly presented in the financial 
statements;

d. Financial statement disclosures submitted for incorporation in the Department of Homeland 
Security (DHS or Department) financial statements are accurate and complete; and

e. All intra-governmental activities and balances are reconciled on a timely basis, accurately 
reflected in the financial statements, and differences are resolved in a timely manner in 
coordination with the Department’s Office of Financial Management (OFM).

I-B  Information Technology Controls and Financial Systems Functionality

Background: Information Technology (IT) general and application controls are essential for achieving 
effective and reliable reporting of financial and performance data. IT general controls (ITGCs) are tested 
using the objectives defined by the U.S. General Accountability Office (GAO)’s Federal Information 
System Controls Audit Manual (FISCAM), in five key control areas: security management, access control, 
configuration management, segregation of duties, and business continuity.  Our procedures included a 
review of the Coast Guard’s key ITGC environments.

We also considered the effects of financial systems functionality when testing ITGCs.  We noted that 
financial system limitations contribute to the Coast Guard’s challenge of addressing systemic internal 
control weaknesses, strengthening the control environment, and complying with relevant Federal financial 
system requirements and guidelines, notably FFMIA, Office of Management and Budget (OMB) Circular 
A-127, Financial Management Systems, and DHS policies.

In FY 2011, our ITGC control testing identified 21 findings, of which 16 were repeat findings from the 
prior year and 5 were new findings. In addition, we determined that Coast Guard remediated 12 findings 
identified in previous years.  Specifically, the Coast Guard took actions to improve aspects of its IT security 
controls, including password configurations, data center physical security, and audit log reviews. 

Conditions: Our findings related to financial system controls and functionality are as follows: 

Related to IT controls:

Conditions: We noted that IT security access controls and configuration management controls supporting 
Coast Guard’s financial systems are not operating effectively, and continue to present risks to DHS 
financial data confidentiality, integrity, and availability.  Financial data in the Coast Guard general ledgers 
may be compromised by automated and manual changes that are not adequately controlled.  For example, 
the Coast Guard uses an IT scripting process to address functionality and data quality issues within its core 
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financial system, as necessary, to process and report financial data.  During our FY 2011 testing, we noted 
that some previously identified IT scripting control deficiencies were remediated, while other deficiencies 
continue to exist.  Four key areas continue to impact the Coast Guard IT script control environment, as 
follows: 

� Script testing – limited guidance exists to guide Coast Guard staff in the development of test plans
and to support the completion of functional testing;

� Script audit logging – controls supporting audit logs are not consistently implemented to log 
privileged user actions, and to ensure that only approved scripts are executed;

� Script approvals and recertification – the recertification reviews conducted by the Coast Guard 
were not comprehensive to include all user roles associated with the Mashups and Dimensions 
systems.  Additionally, the documentation retained in support of the reviews was not adequately 
completed in accordance with policy throughout the year; and

� Script recording – test and production data is not consistently recorded, and there are limited 
controls to ensure data accuracy.  Additionally, field reconciliation discrepancies are not always 
consistently documented and explained. 

We also noted weaknesses in the script change management process as it relates to the Internal Control 
over Financial Reporting (ICOFR) process (e.g., the financial statement impact of the changes to Coast 
Guard’s core accounting system through the script change management process).  The Coast Guard has not 
fully developed and implemented procedures to ensure that a script, planned to be run in production, has 
been through an appropriate level of review to fully assess if it has a financial statement impact.    

All of our ITGC findings are described in detail in a separate Limited Official Use (LOU) letter provided to 
the Coast Guard and DHS management.  

Related to financial system functionality: 

We noted many cases where financial system functionality is inhibiting the Coast Guard’s ability to 
implement and maintain internal controls, notably IT application controls supporting financial data 
processing and reporting.  Financial system functionality limitations increase the difficulty of compliance 
with Federal financial system requirements and guidelines, notably FFMIA and OMB Circular A-127.
Examples of financial system functionality conditions we identified include:

� As noted above, Coast Guard’s core financial system configuration management process is not 
operating effectively due to inadequate controls over IT scripts.  The IT script process was 
instituted as a solution primarily to compensate for system functionality and data quality issues.

� Financial system audit logs are not readily generated and reviewed, as some of the financial 
systems continue to lack the capability to perform this task efficiently. 

� The Coast Guard is unable to routinely query its various general ledgers to obtain a complete 
population of financial transactions, and consequently must create many manual custom queries 
that delay financial processing and reporting processes. 

� A key Coast Guard financial system is limited in processing overhead cost data and depreciation 
expenses in support of the property, plant and equipment (PP&E) financial statement line item.  

� Production versions of financial systems are outdated and do not provide the necessary core 
functional capabilities (e.g., general ledger capabilities). 

� Financial systems functionality limitations are preventing the Coast Guard from establishing 
automated processes and application controls that would improve accuracy, reliability, and 
facilitate efficient processing of certain financial data such as: 

- Ensuring proper segregation of duties and access rights, such as automating the procurement 
process to ensure that only individuals who have proper contract authority can approve 
transactions or setting system access rights within the fixed asset subsidiary ledger;
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- Maintaining sufficient data to support Fund Balance with Treasury related transactions, 
including suspense activity;

- Maintaining adequate posting logic transaction codes to ensure that transactions are recorded 
in accordance with generally accepted accounting principles (GAAP); and 

- Tracking detailed transactions associated with intragovernmental business and eliminating the 
need for default codes such as Trading Partner Identification Number that cannot be easily 
researched.

Cause/Effect:  The current system configurations for many Coast Guard financial systems cannot be easily 
reconfigured to meet FFMIA, OMB Circular A-127, and DHS security requirements.  The conditions 
supporting our findings collectively limit the Coast Guard’s ability to process, store, and report financial 
data in a manner to ensure accuracy, confidentiality, integrity, and availability.  Some of the weaknesses 
may result in material errors in the Coast Guard’s financial data that are not detected in a timely manner 
through the normal course of business.  In addition, because of the presence of IT control and financial 
system functionality weaknesses, there is added pressure on mitigating controls to operate effectively.  
Because mitigating controls are often more manually focused, there is an increased risk of human error that 
could materially affect the financial statements. See Comment I-A, Financial Reporting, for a discussion 
of the related conditions causing noncompliance with the requirements of FFMIA.  Configuration 
management weaknesses are also among the principle causes of the Coast Guard’s inability to support 
certain financial statement balances for audit purposes.  

Criteria: Presented in Index of Financial Reporting and Internal Control Criteria behind Exhibit V.

Recommendations: We recommend that the DHS Office of Chief Information Officer (OCIO), in 
coordination with the Office of the Chief Financial Officer (OCFO):

1. Continue to develop and implement policies, procedures, and processes to address scripting 
weaknesses, including weaknesses related to functional testing, audit logging, approvals, and 
recertifications, and the documentation and review of script records.   

2. For new and updated script procedures, revise associated trainings and provide the training to impacted 
staff. 

3. Continue to improve the script change management process and other associated internal controls as 
they relate to the financial statement impact of the changes to the CAS suite of financial databases. 

4. Make necessary improvements to financial management systems and supporting IT security controls.  

Specific recommendations are provided in a separate Limited Official Use letter provided to Coast Guard
management.

I-C Property, Plant, and Equipment 

Background: The Coast Guard maintains approximately 49 percent of all DHS property, plant, and 
equipment (PP&E), including a large fleet of boats and vessels.  Many of the Coast Guard’s assets are 
constructed over a multi-year period, have long useful lives, and undergo extensive routine servicing that 
may increase their value or extend their useful lives. DHS stewardship PP&E primarily consists of Coast 
Guard heritage assets, which are PP&E that are unique due to historical or natural significance; cultural, 
educational, or artistic (e.g., aesthetic) importance; or architectural characteristics.  Coast Guard heritage 
assets consist of both collection type heritage assets, such as artwork and display models, and non-
collection type heritage assets, such as lighthouses, sunken vessels, and buildings.  

In FY 2011, the Coast Guard continued to execute remediation efforts to address PP&E process and control 
deficiencies, specifically those associated with vessels, small boats, aircraft, and select construction in 
process (CIP) projects, and also related to the inventory of heritage assets. Inventory procedures were 
performed in FY 2011 to assist in the substantiation of existence and completeness of PP&E balances, 
however, they were not performed over all asset classes (e.g., land, buildings and other structures, and 
electronic equipment).  Additionally, an analysis to ensure the proper accounting of internal use software 
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has not yet been completed. Remediation efforts are scheduled to occur over a multi-year timeframe
beyond FY 2011. Consequently, many of the conditions cited below have been repeated from our FY 2010
report.

Conditions: The Coast Guard has not:

Regarding PP&E: 

� Established accurate and auditable PP&E balances as of September 30, 2011. In cases where 
original acquisition documentation has not been maintained, the Coast Guard has not fully 
implemented methodologies and assumptions to support the value of all PP&E.

� Implemented appropriate controls and related processes to accurately, consistently, and timely 
record additions to PP&E, (including all costs necessary to place the asset in service e.g., other 
direct costs), transfers from other agencies, disposals in its fixed asset system, CIP activity, and 
support the valuation and classification of repairable PP&E.

� Implemented accurate and complete asset identification, system mapping, and tagging processes 
that include sufficient detail (e.g., serial number) to clearly differentiate and accurately track 
physical assets to those recorded in the fixed assets system.

� Developed and implemented a process to identify and evaluate all lease agreements to ensure that 
they are appropriately categorized as operating or capital, and properly reported in the financial 
statements and related disclosures.

� Properly accounted for improvements and impairments to buildings and structures, capital 
leaseholds, selected useful lives for depreciation purposes, and appropriate capitalization 
thresholds, consistent with GAAP.

� Identified and tracked all instances where PP&E accounting is not in compliance with GAAP and 
prepared a non-GAAP analysis that supports management’s accounting policies.  This analysis 
should be maintained and available for audit.

Regarding Heritage Assets:

� Fully designed and implemented policies, procedures, and internal controls to support the 
completeness, existence, accuracy, and presentation assertions over data utilized in developing 
required financial statement disclosures and related supplementary information for heritage assets.

Cause/Effect: The Coast Guard has had difficulty establishing its opening PP&E balances primarily 
because of poorly designed policies, procedures, and processes implemented more than a decade ago, 
combined with ineffective internal controls, and IT functionality difficulties, See Comment I-B,
Information Technology Controls and Financial Systems Functionality. PP&E was not properly accounted 
for or tracked, for many years preceding the Coast Guard’s transfer to DHS in FY 2003, and now the Coast 
Guard is faced with the formidable challenge of performing retroactive analyses in order to properly 
establish the existence, completeness, and accuracy of PP&E.  Additionally, the fixed asset module of the 
Coast Guard’s general ledger accounting system is not updated timely for effective tracking and reporting 
of PP&E on an ongoing basis.  As a result, the Coast Guard is unable to accurately account for its PP&E, 
and provide necessary information to DHS OFM for consolidated financial statement purposes.  

The Coast Guard management deferred correction of the stewardship PP&E (heritage assets) weaknesses 
reported in previous years, and acknowledged that the conditions we reported in prior years remained 
throughout FY 2011.  The lack of comprehensive and effective policies and controls over the identification 
and reporting of Stewardship PP&E could result in misstatements in the required financial statement 
disclosures and related supplementary information for Stewardship PP&E.

Criteria: Presented in Index of Financial Reporting and Internal Control Criteria behind Exhibit V.
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Recommendations: We recommend that the Coast Guard:

Regarding PP&E:

1. Continue to implement remediation efforts associated with establishing PP&E balances, including 
designing and implementing inventory procedures over all PP&E categories and implementing 
methodologies, including the use of Statement of Federal Financial Accounting Standard (SFFAS) No. 
35, to support the value of all PP&E; 

2. Implement appropriate controls and related processes to accurately and timely record additions to 
PP&E, transfers from other agencies, improvements, impairments, capital leases, indirect costs, 
depreciable lives, disposals in its fixed assets system, and valuation and classification of repairable 
PP&E.  Additionally, continue to implement remediation efforts associated with control over the 
completeness, existence, accuracy, and valuation of all CIP related balances;

3. Adhere to procedures to timely update the fixed asset module of the Coast Guard’s general ledger 
accounting system to improve tracking and reporting of PP&E on an ongoing basis. Implement 
processes and controls to record any identifying numbers in the fixed asset system at the time of asset 
purchase to facilitate identification and tracking, and to ensure that the status of assets is accurately 
tracked in the subsidiary ledger; 

4. Develop and implement a process to identify and evaluate all lease agreements to ensure that they are 
appropriately categorized as operating or capital, and are properly reported in the financial statements 
and related disclosures; 

5. Ensure that appropriate supporting documentation is maintained and readily available to support PP&E 
life-cycle events (e.g., improvements, in-service dates, disposals, etc.); and 

6. Perform and document a non-GAAP analysis for all instances where accounting policies are not in 
compliance with GAAP.  

Regarding Stewardship PP&E:

1. Design and implement policies, procedures, and internal controls to support the completeness, 
existence, accuracy, and presentation and disclosure assertions related to the data utilized in 
developing disclosures and related supplementary information for Stewardship PP&E that is consistent 
with GAAP.

I-D Environmental and Other Liabilities 

Background: The Coast Guard’s environmental liabilities consist of environmental remediation, cleanup, 
and decommissioning and represent approximately $973 million or 93 percent of total DHS environmental 
liabilities.  Environmental liabilities are categorized as relating to shore facilities or vessels.  Shore facilities 
include any facilities or property other than ships (e.g., buildings, fuel tanks, lighthouses, small arms firing 
ranges, etc.).  During FY 2011, the Coast Guard continued to implement a multi-year remediation plan to
address process and control deficiencies related to environmental liabilities. In FY 2011, progress was 
made with respect to implementation of policies and procedures; however, the majority of the conditions 
cited in our FY 2010 report remain.  

The Coast Guard estimates accounts payable by adjusting the prior year accrual estimate based on an 
analysis of actual payments made subsequent to September 30 of the prior year.  

The Coast Guard’s contingent legal liability balance is comprised of estimates associated with various 
administrative proceedings, legal actions, and tort claims that arise in the normal course of Coast Guard 
operations.  

A component of Coast Guard’s accrued payroll and benefits liability balance is annual leave.  Annual leave 
is composed of earned annual and other vested compensatory leave that is accrued as it is earned. 
Subsequently, as leave is taken, the liability is reduced.
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Conditions: We noted the following internal control weaknesses related to environmental and other 
liabilities. 

The Coast Guard has not:

Regarding environmental liabilities:  

� Fully supported the completeness, existence, and accuracy assertions of the data utilized in
developing the estimate for the FY 2011 environmental liabilities account balance. 

� Fully implemented policies and procedures to develop, prepare, record, and periodically review 
environmental liability estimates related to shore facilities and vessels.  Specifically, procedures to 
confirm the existence of and legal liability for environmental damage/contamination sites, ensure 
the completeness of the environmental site universe, and verify the historical accuracy of 
assumptions used and estimates made for environmental liabilities. 

Regarding other liabilities:

� Designed a methodology used to estimate accounts payable that considers and uses all potentially 
relevant current year data.  As a result, current year data that may have a significant impact on the 
estimate could be overlooked and not identified until a true-up is performed in the subsequent year.  

� Ensured that policies and procedures associated with management’s review of the underlying data 
supporting contingent legal and payroll liability (i.e., unfunded leave) balances are fully 
implemented and operating effectively.  Specifically, deficiencies in management’s review 
attributed to errors in the underlying data supporting the interim contingent legal liability and 
unfunded leave balances. 

Cause/Effect: The Coast Guard has not fully completed its remediation plans to develop, document, and 
implement policies and procedures to, prepare, and record environmental liability estimates in accordance 
with applicable accounting standards. As a result, the Coast Guard is unable to assert to the accuracy of its
environmental liability balances as stated in the September 30, 2011 balance sheet, and provide necessary 
information to OFM for DHS financial statement purposes.  

The Coast Guard’s methodology used to estimate accounts payable is based on the prior year estimate, 
validated via a subsequent payment analysis, and does not consider or use all applicable current year data.  
Without consideration of applicable current year data, a misstatement in the accounts payable estimate may 
occur and not be identified in a timely manner (i.e., until a true-up is performed in a subsequent period). 

The Coast Guard did not fully adhere to existing policies and procedures associated with the review of 
underlying data supporting interim contingent legal and payroll liability balances. A lack of adequate 
management review over the underlying data supporting account balances increases the risk that a 
misstatement may go undetected.  

Criteria:  Presented in Index of Financial Reporting and Internal Control Criteria behind Exhibit V.  

Recommendations: We recommend that the Coast Guard:

Regarding environmental liabilities:

Fully implement policies, procedures, processes, and controls to ensure the identification and recording of 
all environmental liabilities, to define the technical approach, to establish cost estimation methodology, and 
to develop overall financial management oversight of its environmental remediation projects.  Consider the 
“Due Care” requirements defined in Federal Accounting Standards Advisory Board (FASAB) Technical 
Release No. 2 Determining Probable and Reasonably Estimable for Environmental Liabilities in the 
Federal Government. The policies should include procedures to:

1. Ensure the proper calculation and review of cost estimates for consistency and accuracy in financial 
reporting, including the use of tested modeling techniques, use of verified cost parameters, and 
assumptions;

2. Periodically validate estimates against historical costs; and 
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3. Ensure that detailed cost data is maintained and reconciled to the general ledger.

Regarding other liabilities:

1. Analyze and make appropriate improvements to the methodology used to estimate accounts payable to 
include potentially relevant current year data, and support all assumptions and criteria with appropriate 
documentation used to develop and subsequently validate the estimate for financial reporting; and

2. Adhere to existing policies and procedures associated with the review of underlying data supporting 
contingent legal and accrued payroll and benefits liabilities. 

I-E Budgetary Accounting

Background: Budgetary accounts are a category of general ledger accounts where transactions related to 
the receipt, obligation, and disbursement of appropriations and other authorities to obligate and spend 
agency resources are recorded.  Each Treasury Account Fund Symbol (TAFS) with separate budgetary 
accounts must be maintained in accordance with OMB and U.S. Treasury guidance.  The Coast Guard has 
over 80 TAFS covering a broad spectrum of budget authority, including annual, multi-year, and no-year 
appropriations; and several revolving, special, and trust funds. 

Conditions: We noted the following internal control weaknesses related to budgetary accounting, which 
were repeated from our FY 2010 report. The Coast Guard has not:

� Fully implemented policies, procedures, and internal controls over its process for validation and 
verification of undelivered order (UDO) balances.  Recorded obligations and UDO balances were 
not always complete, valid, or accurate, and proper approvals are not always maintained.

� Finalized and implemented policies and procedures to monitor unobligated commitment activity in 
CAS throughout the fiscal year.

� Designed and implemented effective procedures, processes, and internal controls to verify the 
completeness and accuracy of the year-end obligation “pipeline” which are obligations executed on 
or before September 30, but not recorded in the Coast Guard’s CAS, and to record all executed 
obligations.  These deficiencies affected the completeness, existence, and accuracy of the year-end 
“pipeline” adjustment that was made to record obligations executed before year end.

Cause/Effect: A lack of fully implemented policies, procedures, and internal controls surrounding 
commitments, obligations, UDOs, delivered orders, and disbursements has caused various control gaps in 
the internal control environment. Weak controls in budgetary accounting, and associated contracting 
practices increase the risk that the Coast Guard misstates budgetary balances, and unintentionally violate 
the Anti-deficiency Act by overspending its budget authority.  Also, the untimely release of commitments 
may prevent funds from being used for other more critical needs.

Criteria: Presented in Index of Financial Reporting and Internal Control Criteria behind Exhibit V.

Recommendations: We recommend that the Coast Guard:

1. Continue to improve policies, procedures, and the design and effectiveness of controls in both 
accounting and contracting related to processing obligation transactions, and periodic review and 
validation of UDOs.  Emphasize to all fund and program managers the need to perform effective 
reviews of open obligations, obtain proper approvals, and retain supporting documentation;

2. Finalize policies and procedures to periodically review commitments, and make appropriate 
adjustments in the financial system; and

3. Improve procedures, processes, and internal controls to verify the completeness and accuracy of the 
year-end obligation “pipeline” adjustment to record all executed obligations for financial reporting. 
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independent public accounting firm KPMG LLP to perform the review.  This report contains no 
recommendations. 
 
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.  Based on the 
review, nothing came to KPMG’s attention that caused them to believe that the Table of Prior Year 
Drug Control Obligations and related disclosures for the year ended September 30, 2011, are not 
presented, in all material respects, in conformity with the Office of National Drug Control Policy’s 
Circular, or that management’s assertions are not fairly stated, in all material respects, based on the 
criteria set forth in the Office of National Drug Control Policy’s Circular.   
 
Should you have any questions, please call me, or your staff may contact Mark Bell,  
Deputy Assistant Inspector General for Audits, at 202-254-4100. 
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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 of the U.S. Immigration and Customs Enforcement (ICE) for the year ended 
September 30, 2011, for the Office of National Drug Control Policy (ONDCP).  We 
contracted with the independent public accounting firm KPMG LLP to perform the 
review.  ICE prepared the Table of Prior Year Drug Control Obligations to comply with 
requirements of the ONDCP Circular, Drug Control Accounting, dated May 1, 2007.  
Based on the review, nothing came to KPMG’s attention that caused them to believe that 
the Table of Prior Year Drug Control Obligations and related disclosures for the year 
ended September 30, 2011, are not presented, in all material respects, in conformity with 
ONDCP’s Circular, or that management’s assertions are not fairly stated, in all material 
respects, based on the criteria set forth in ONDCP’s Circular.  KPMG LLP is responsible 
for the attached independent accountants’ report dated January 20, 2012, and the 
conclusions expressed in it.  We do not express an opinion on the Table of Prior Year 
Drug Control Obligations and related disclosures.  
 
We trust this report will result in more effective, efficient, and economical operations.  
We express our appreciation to all of those who contributed to the preparation of this 
report. 
 
 
             

Anne L. Richards 
Assistant Inspector General for Audits 

 



Independent Accountants’ Report

Acting 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, 2011.  We have also reviewed the accompanying management’s assertions 
for the year ended September 30, 2011.  ICE’s management is responsible for the Table of Prior Year Drug 
Control Obligations, 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, 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, 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 (the Circular).

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, 2011 are not 
presented, in all material respects, in conformity with the Circular, or that (2) management’s assertions 
referred to above are not fairly stated, in all material respects, based on the criteria set forth in the Circular.

This report is intended solely for the information and use of the management of DHS and ICE, the DHS 
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 20, 2012 

KPMG LLP
Suite 12000
1801 K Street, NW  
Washington, DC 20006

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(“KPMG International”), a Swiss entity.
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U.S. Department of Homeland Security
U.S. Immigration and Customs Enforcement

Detailed Accounting Submission of Drug Control Funds during FY 2011

A. Table of Prior Year Drug Control Obligations
Drug Resources by Budget Decision Unit and Function:

FY 2011 Final 
(In Millions)

Salaries and Expense
Domestic Investigations $483.65 
International $7.11 
Intelligence: Domestic $13.21
Intelligence: International $0.56

Total Salaries and Expense $504.53

Total Funding $504.53

High Intensity Drug Trafficking Area (HIDTA) Transfer $1.28 

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: Domestic Investigations,
International Affairs, and Intelligence.

Domestic Investigations

� The methodology for Domestic 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, which interfaces with the Treasury Enforcement Communications 
System (TECS). Following the close of the fiscal year, a report in the TECS 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. This percentage may 
fluctuate from year to year. For FY 2011, the actual percentage for Domestic Investigations
was 28.94%. To calculate a dollar amount of obligations, this percentage was applied to 
actual obligations incurred by Domestic Investigations, excluding reimbursable authority. 
The Federal Financial Management System (FFMS) is the system used to generate the actual 
obligations incurred.
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International Affairs

� The methodology for International Affairs 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, which interfaces with the TECS.  Following the close of the fiscal 
year, a report in the TECS 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.  For International Affairs, the actual percentage of hours that were counter-
narcotics related was 6.33% in FY 2011. To calculate a dollar amount of obligations, this 
percentage was applied to actual obligations incurred by International Affairs, excluding 
reimbursable authority.  The FFMS is the system used to generate the actual obligations 
incurred.

Intelligence

� The methodology for Intelligence 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, which interfaces with the TECS.  Following the close of the fiscal year, a report 
in the TECS 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.  For 
FY 2011, 24.30% of the total case hours for Intelligence were in support of drug control 
activities. To calculate a dollar amount of obligations, this percentage was applied to actual 
obligations incurred by Intelligence, excluding reimbursable authority. The FFMS is the 
system used to generate the actual obligations incurred.

� Intelligence Information Management System (IIMS) tracks requests for intelligence work by 
customer. Requests made by International Affairs are classified as inherently international 
and all other customers are classified as inherently domestic. In FY 2011, 4.08% of IIMS 
requests were international in nature.

Disclosure No. 2: Methodology Modifications

The methodology described above is consistent with the previous year.

Disclosure No. 3: Material Weaknesses or Other Findings

In the FY 2011 Internal Controls Assurance Statement ICE continues to report a material 
weakness for the Budgetary Resource Management process. Plans to remediate the weakness 
have not yet been fully implemented and validation and verification activities have not been 
completed. Two major accomplishments in FY 2011 were the publication of the Administrative 
Control of Funds Directive and initial implementation of the Budget Execution Handbook. The 
Directive includes roles and responsibilities for the administrative control of funds and requires 
ICE program offices to use funds in accordance with the requirements of the Anti-Deficiency 



-3-

Act.  The Budget Execution Handbook serves as a supplement to the Directive and reflects 
detailed procedural guidance and key internal controls, such as spend plan requirements and 
execution reviews. The Office of the Chief Financial Officer (OCFO) now monitors burn rates 
on existing contracts through the Business Management Dashboard, and in doing so, are able to 
be more efficient in the use of ICE budgetary resources.  As a result of these actions, ICE has 
improved guidance and standardized policies and procedures for funds control and budgetary 
resource management.  These changes will allow for improved oversight at the program 
execution level and decrease the likelihood of ICE funds being inappropriately used.

During FY 2012, ICE expects to complete its corrective action plan and to fully remediate the 
budget execution material weakness conditions. Specifically, ICE OCFO will 1) publish an 
emergency expenses policy which will clarify those expenses critical to the Agency’s mission 
when emergency situations arise; 2) document the sources and uses of funds to assist Program 
Offices in their responsibilities for the proper use of funds; 3) clarify or assign responsibilities 
for ensuring all Congressional appropriation mandates and metrics are met; and 4) implement 
measures to ensure documentation to support financial activities is readily available for 
examination.

Additionally, a material weakness related to Financial Systems Security was reported in the FY 
2011 Internal Controls Assurance Statement.  This material weakness is due to the aggregate of 
the significant deficiencies existing in FFMS and its subsidiary systems.  ICE continues efforts to 
implement corrective actions to address this weakness.

Disclosure No. 4: Reprogrammings or Transfers

No Reprogrammings or Transfers of drug-related budget resources occurred during FY 2011.

Disclosure No. 5: Other Disclosures
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 - As a multi-mission agency, ICE is exempt from reporting under this section as 
noted in the Office of National Drug Control Policy (ONDCP) Drug Control Accounting, Section 
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 IIMS 
systems discussed in the methodology section above and are based on work performed between 
October 1, 2010 and September 30, 2011. There are no other estimation methods used. The 
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financial system used to calculate the drug-related budget obligations is the 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 of Prior Year Drug Control Obligations.

Assertion No. 4: Reprogrammings or Transfers

No reprogrammings or transfers of drug-related budget resources occurred during FY 2011. The 
data presented are associated with obligations against a financial plan that was sent to ONDCP in 
FY 2011.

Assertion No. 5: Fund Control Notices

No Fund Control Notice was issued by the ONDCP Director under 21 U.S.C. section 1703(f) and 
Section 8 of the ONDCP Circular, Budget Execution, to ICE in FY 2011.
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MEMORANDUM FOR: Deborah J. Schilling 
    Chief Financial Officer 
    U.S. Customs and Border Protection 
 
FROM:   Anne L. Richards 
    Assistant Inspector General for Audits 
 
SUBJECT: Independent Review of the U.S. Customs and Border Protection’s 

Reporting of FY 2011 Drug Control Obligations 
 
Attached for your information is our final report, Independent Review of the U.S. Customs and 
Border Protection’s Reporting of FY 2011 Drug Control Obligations.  We contracted with the 
independent public accounting firm KPMG LLP to perform the review.  This report contains no 
recommendations. 
 
U.S. Customs and Border Protection’s management prepared the Table of FY 2011 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.  Based on the review, 
nothing came to KPMG LLP’s attention that caused them to believe that the Table of FY 2011 Drug 
Control Obligations and related disclosures for the year ended September 30, 2011, are not 
presented, in all material respects, in conformity with the Office of National Drug Control Policy’s 
Circular, or that management’s assertions are not fairly stated, in all material respects, based on the 
criteria set forth in the Office of National Drug Control Policy’s Circular.   
 
Should you have any questions, please call me, or your staff may contact Mark Bell,  
Deputy Assistant Inspector General for Audits, at 202-254-4100. 
 
Attachment 
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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 2011 Drug Control Obligations and 
related disclosures of the U.S. Customs and Border Protection (CBP) for the year ended September 
30, 2011, for the Office of National Drug Control Policy (ONDCP).  We contracted with the 
independent public accounting firm KPMG LLP to perform the review.  CBP’s management 
prepared the Table of FY 2011 Drug Control Obligations and related disclosures to comply with the 
requirements of the ONDCP Circular, Drug Control Accounting, dated May 1, 2007 (the Circular).
Based on the review, nothing came to KPMG LLP’s attention that caused them to believe that the 
Table of FY 2011 Drug Control Obligations and related disclosures for the year ended September 
30, 2011, are not presented, in all material respects, in conformity with the Circular, or that 
management’s assertions are not fairly stated, in all material respects, based on the criteria set forth 
in the Circular.  KPMG LLP is responsible for the attached independent accountants’ report dated 
January 23, 2011, and the conclusions expressed in the report.  We do not express an opinion on the 
Table of FY 2011 Drug Control Obligations and related disclosures.

We trust this report will result in more effective, efficient, and economical operations.  We express 
our appreciation to all of those who contributed to the preparation of this report. 

Anne L. Richards 
Assistant Inspector General for Audits



Independent Accountants’ Report

Acting Inspector General
U.S. Department of Homeland Security: 

We have reviewed the accompanying Table of FY 2011 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, 2011. We have also reviewed the accompanying management’s assertions for the 
year ended September 30, 2011.  CBP’s management is responsible for the preparation of the Table of FY 
2011 Drug Control Obligations, 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 FY 2011 Drug Control 
Obligations, related disclosures, and management’s assertions.  Accordingly, we do not express such an 
opinion.

Management of CBP prepared the Table of FY 2011 Drug Control Obligations, 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 (the Circular).

Based on our review, nothing came to our attention that caused us to believe that (1) the Table of FY 2011
Drug Control Obligations and related disclosures for the year ended September 30, 2011, are not presented, 
in all material respects, in conformity with the Circular, or that (2) management’s assertions referred to 
above are not fairly stated, in all material respects, based on the criteria set forth in the Circular. 

This report is intended solely for the information and use of the management of DHS and CBP, the DHS 
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, 2012

KPMG LLP
Suite 12000
1801 K Street, NW  
Washington, DC 20006

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(“KPMG International”), a Swiss entity.
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February 1, 2012 
Memorandum 
 
To:  Michael S. Black 
  Director, Bureau of Indian Affairs 

From: Kimberly Elmore  
  Assistant Inspector General for Audits, Inspections, and Evaluations 
 
Subject:  Office of Inspector General’s Independent Report on the Bureau of Indian 

 Affairs’ Fiscal Year 2011 Accounting and Performance Summary Review 
 Reports for the Office of National Drug Control Policy  

  Report No. ZZ-IN-BIA-0002-2012 
 

The Office of Inspector General (OIG) reviewed the Bureau of Indian Affairs’ (BIA) 
Accounting Report dated January 4, 2012, (Attachment 1) and its Performance Summary  
Review Report dated December 29, 2011, (Attachment 2) prepared for the Office of National 
Drug Control Policy (ONDCP). BIA management is responsible for these reports. 
 

The reports are presented in place of the Detailed Accounting Submission and 
Performance Summary Report required by the ONDCP Circular: Drug Control Accounting dated 
May 1, 2007. The Circular allows this alternative reporting method when prior year drug control 
obligations are less than $50 million and full compliance with the Circular constitutes an 
unreasonable burden. BIA management asserted that full compliance would be an unreasonable 
burden and that the obligations reported constitute the statutorily required detailed accounting. 
 

We reviewed management’s assertion in accordance with the generally accepted 
government auditing standards applicable to attestations that incorporate the attestation standards 
established by the American Institute of Certified Public Accountants. A review is substantially 
less in scope than an examination, which expresses an opinion on management’s assertions. 
Accordingly, we do not express such an opinion. 
 

We limited our review to management’s assertion that full compliance with the 
requirements of the Circular constituted an unreasonable burden. Our objective was not to 
express, and we do not express, opinions or conclusions on whether the reports were fairly 
stated. 

 
Based on our review, nothing came to our attention that causes us to question BIA 

management’s assertion that full compliance with the requirements of the Circular would 
constitute an unreasonable burden. 
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Should you have any comments or questions regarding this report, please do not hesitate 
to contact me at 202-208-5512.  

 
This report is intended solely for the information and use of the management of BIA, 

ONDCP, and the U.S. Congress, and is not intended to be and should not be used by anyone 
other than these specified parties. The distribution of our report, however, is not limited. 
 
Attachments (2) 
 



IN REPLY REFER TO: 

United States Department of the Interior 

BUREAU OF INDIAN AFFAIRS 
Washington, D.C. 20240 

MEMORANDUM 

To: 

From: 

Subject: 

Kimberly Elmore 
Assistant Inspector General for Audits, Inspections and Evaluations 

Deputy Assistant Secretary - Indian Affairs ~ 
Office oflnspector General ' s Independent Report on the Office ofNati 
Control Policy (ONDCP) 2011 Accounting Report- Indian Affairs 

Attached for your review and response is the ONDCP 2011 Accounting Report for Indian 

Affairs. As required by the ONDCP Circular: Drug Control Accounting dated May 1, 2007, the 

report show that Indian Affairs prior-year drug control obligations are less than $50 million and 

is in full compliance with the requirements of the Circular and constitutes an unreasonable 

burden. 

If you have any questions, please contact the Office of Justice Services, David Johnson- Acting 

Deputy Associate Director, Drug Enforcement at 405-247-1665 or 202-208-5787. 

Attachment 

Attachment 1



ONDCP 2011 Accounting Report - Indian Affairs 

Resource Summary 
I 

Prior Year Drug Control Obligations I FY 2011 
Function: Prevention 

J33 Special Initiatives 10,000,000 

Substance Abuse- Meth Initiative I 10,000,000 

Total ALL Functions l 10,000,000 

Total FTE (Direct ONLY) 35 
~ * _,g Includes Admmtstranve Staff 

Full compliance with this Circular constitutes an unreasonable reporting burden. Obligations 
reported under this section constitute the statutorily required detailed accounting. 

Date 
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DRUG CONTROL FUNDS AND RELATED PERFORMANCE 

FISCAL YEAR 2011 
 

OFFICE OF THE INSPECTOR GENERAL 
COMMENTARY AND SUMMARY

This report contains the attestation review reports of the
U.S. Department of Justice’s Drug Enforcement Administration, Federal
Bureau of Prisons, National Drug Intelligence Center, Office of Justice
Programs, and Organized Crime Drug Enforcement Task Forces Program’s
annual accounting and authentication of drug control funds and related
performance for the fiscal year ended September 30, 2011. The Office of
the Inspector General performed the attestation reviews. The report and
annual detailed accounting of funds obligated 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 Circular, Drug Control Accounting, dated
May 1, 2007.

The Office of the Inspector General prepared the reports in accordance
with attestation standards contained in Government Auditing Standards,
issued by the Comptroller General of the United States. An attestation
review is substantially less in scope than an examination and, therefore,
does not result in the expression of an opinion. We reported that nothing
came to our attention that caused us to believe the submissions were not
presented, in all material respects, in accordance with the requirements of
the Office of National Drug Control Policy Circular, and as otherwise agreed
to with the Office of National Drug Control Policy.
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 U.S. Department of Justice 

 Office of the Inspector General 

 

 
 Washington, D.C.  20530 

Office of the Inspector General’s Report on 
Annual Accounting and Authentication of 

Drug Control Funds and Related Performance 

Administrator
Drug Enforcement Administration
U.S. Department of Justice

We have reviewed the accompanying Office of National Drug Control
Policy (ONDCP) Detailed Accounting Submission, which includes
Management’s Assertion Statement, Table of Drug Control Obligations, and
the related disclosures; and the Performance Summary Report, which
includes Management’s Assertion Statement and the related performance
information, of the U.S. Department of Justice’s Drug Enforcement
Administration (DEA) for the fiscal year ended September 30, 2011. The
DEA’s management is responsible for the Detailed Accounting Submission
and the Performance Summary Report.

Our review was conducted in accordance with attestation standards
contained in Government Auditing Standards, issued by the Comptroller
General of the United States. An attestation review is substantially less in
scope than an examination, the objective of which is the expression of an
opinion on the ONDCP Detailed Accounting Submission and the Performance
Summary Report. Accordingly, we do not express such an opinion.

Management of the DEA prepared the Detailed Accounting Submission
and the Performance Summary Report to comply with the requirements of
the ONDCP Circular, Drug Control Accounting, dated May 1, 2007, and as
otherwise agreed to with the ONDCP.

Based on our review, nothing came to our attention that caused us to
believe that the Detailed Accounting Submission and the Performance
Summary Report for the fiscal year ended September 30, 2011, are not
presented, in all material respects, in conformity with the ONDCP’s Circular,
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Report on Annual Accounting and Authentication of Drug Control Funds and
Related Performance

Page 2

Drug Control Accounting, dated May 1, 2007, and as otherwise agreed to
with the ONDCP.

This report is intended solely for the information and use of DEA
management, 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.

Mark L. Hayes, CPA, CFE
Director, Financial Statement Audit Office
Office of the Inspector General
U.S. Department of Justice

January 18, 2012
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FY 2011
Actual

Obligations
Drug Obligations by Budget Decision Unit and Function:

  Construction
     Investigations 0.106$                     
  Total Construction 0.106$                     

  Diversion Control Fee Account 
     Investigations 275.321$                 
     Intelligence 8.144                       
     Prevention 0.037                       
  Total Diversion Control Fee Account 283.502$                 

     Domestic Enforcement
     Intelligence 180.606$                 
     Investigations 1,511.143                
     Prevention 2.145                       

     Total Domestic Enforcement 1,693.894$              

     International Enforcement
     Intelligence 23.764$                   
     International 462.889                   

     Total International Enforcement 486.653$                 

     State and Local Assistance 
     State and Local Assistance 12.867$                   

     Total State and Local Assistance 12.867$                   

Total Drug Control Obligations 2,477.022$              *

High-Intensity Drug Trafficking Area (HIDTA) Obligations 15.754$                   

* Includes obligations of carryover unobligated balances

U.S. Department of Justice
Drug Enforcement Administration

For Fiscal Year Ended September 30, 2011
(Dollars in Millions)

Table of Drug Control Obligations
Detailed Accounting Submission
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U.S. Department of Justice 
Drug Enforcement Administration 
Detailed Accounting Submission 

Related Disclosures 
For Fiscal Year Ended September 30, 2011 

 
Disclosure 1: Drug 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;  
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 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 the use of illicit drugs as 
barter for munitions to support terrorism.   

 
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 
and a September 3, 2008 updated memo 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 Unified Financial Management System (UFMS), 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 account/decision units to ONDCP’s drug functions.     
 

Data:  All accounting data for the DEA are maintained in UFMS.  UFMS track obligation and 
expenditure data by a variety of attributes, including fund type, allowance center, decision unit 
and object class.  UFMS was implemented in the first quarter of FY 2009.  One hundred percent 
of the DEA’s efforts are related to drug enforcement. 
 
Other Estimation Methods:  None. 
 
Financial Systems:  UFMS 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 three 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 Budget Decision Unit Allocation ONDCP Function
Construction Account 100.0% Investigations
Diversion Control Fee Account 97.11% Investigations

2.87% Intelligence
0.01% International

Domestic Enforcement 89.21% Investigations
10.66% Intelligence
0.13% Prevention

International Enforcement 95.12%      International
4.88% Intelligence

State and Local Assistance 100.00%      State and Local Assistance
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The DEA’s financial system began recording obligations in the appropriated three decision 
units and the Diversion Control Fee Account 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 UFMS. 

     
Full Time Equivalents (FTE):

 

  One hundred percent of the DEA FTEs are dedicated to drug 
enforcement efforts.  The DEA’s Direct FTE total for FY 2011, including Salaries & Expenses 
(S&E) and Diversion Control Fee Account (DCFA) appropriations, was 9,804 through pay 
period 19, ending September 24, 2011.   

Transfers and Reimbursements:  High Intensity Drug Trafficking Area (HIDTA) transfers and 
reimbursable obligations are excluded from the DEA’s Table of Drug Control Obligations since 
they are reported by other sources. 
 

Disclosure 2: Methodology Modification 
 
The DEA’s method for tracking drug enforcement resources has not been modified from the method 
approved in FY 2005.  The DEA uses current Managerial Cost Accounting (MCA) data to allocate 
FY 2011 obligations from three decision units to ONDCP’s drug functions.    
 
Disclosure 3: Material Weaknesses and Other Findings 
 
For the FY 2011 financial statement audit, DEA received an unqualified audit opinion with one 
significant deficiency related to the data retrieved from STRIDE to populate the Evidence footnote 
on the FY 2011 Financial Statements.   
 
DEA concurs with this finding and has addressed the necessary corrective action.  The information 
reported as of September 30, 2011 in the Notes to the Financial Statements is accurate and 
represents a disclosure with no financial impact.  The resolution resulted in a recommendation of no 
additional action required for this matter on the NFR by auditors.  
 
DEA has not received the signed audit opinion at this time.  The distribution of the FY 2011 final 
audit report is expected January 2012 after the consolidated statements are completed and printed.  
  
Disclosure 4: Reprogrammings and Transfers 
                            
There was no reprogramming in FY 2011. 
 
The DEA had several transfers during FY 2011 (see the attached Table of FY 2011 
Reprogrammings and Transfers).   The DEA had 18 transfers into its S&E account - one transfer 
from the Department of Justice (DOJ), Community Oriented  Policing Services (COPS) Meth 
funding in the amount of $8,283,400, six transfers from ONDCP’s High Intensity Drug Trafficking 

- 11 -



Area (HIDTA) program totaling $15,456,391, one transfer from Department of State (DOS) for the 
Merida initiative in the amount of  $1,000,000, four transfers for the Afghanistan initiative totaling 
$48,283,000, and six internal transfers from expired FY 2006/FY 2007/FY 2008/FY 2009 and FY 
2010 S&E funds to DEA’s S&E No-Year fund totaling $60,551,634.  Also, the DEA had 5 transfers 
out of its S&E account - two transfers to the Department of Justice’s Narrowband Communications 
Office totaling $1,632,689 and three transfers to DOJ’s Working Capital Fund totaling $360,798. 
 
Transfers under the Drug Resources by Function section in the Table of FY 2011 Reprogramming 
and Transfers are based on the same MCA allocation percentages as the Table of Drug Control 
Obligations. 
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 U.S. Department of Justice 

 Office of the Inspector General 

 

 
 Washington, D.C.  20530 

Office of the Inspector General’s Report on 
Annual Accounting and Authentication of 

Drug Control Funds and Related Performance 

Director
Federal Bureau of Prisons
U.S. Department of Justice

We have reviewed the accompanying Office of National Drug Control
Policy (ONDCP) Detailed Accounting Submission, which includes
Management’s Assertion Statement, Table of Drug Control Obligations, and
the related disclosures; and the Performance Summary Report, which
includes Management’s Assertion Statement and the related performance
information, of the U.S. Department of Justice’s Federal Bureau of Prisons
(BOP) for the fiscal year ended September 30, 2011. The BOP’s
management is responsible for the Detailed Accounting Submission and the
Performance Summary Report.

Our review was conducted in accordance with attestation standards
contained in Government Auditing Standards, issued by the Comptroller
General of the United States. An attestation review is substantially less in
scope than an examination, the objective of which is the expression of an
opinion on the ONDCP Detailed Accounting Submission and the Performance
Summary Report. Accordingly, we do not express such an opinion.

Management of the BOP prepared the Detailed Accounting Submission
and the Performance Summary Report to comply with the requirements of
the ONDCP Circular, Drug Control Accounting, dated May 1, 2007, and as
otherwise agreed to with the ONDCP.

Based on our review, nothing came to our attention that caused us to
believe that the Detailed Accounting Submission and the Performance
Summary Report for the fiscal year ended September 30, 2011, are not
presented, in all material respects, in conformity with the ONDCP’s Circular,
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Report on Annual Accounting and Authentication of Drug Control Funds and
Related Performance

Page 2

Drug Control Accounting, dated May 1, 2007, and as otherwise agreed to
with the ONDCP.

This report is intended solely for the information and use of BOP
management, 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.

Mark L. Hayes, CPA, CFE
Director, Financial Statement Audit Office
Office of the Inspector General
U.S. Department of Justice

January 18, 2012

- 30 -



 
 
  

Federal Bureau of Prisons 
Detailed Accounting Submission 

 
 

- 31 -



- 33 -



- 34 -



- 35 -



- 36 -



 
 
 
  

NATIONAL DRUG  
INTELLIGENCE CENTER 

 
 
 

- 43 -



 
 
 
 
 

This page left intentionally blank. 
 

- 44 -



 U.S. Department of Justice 

 Office of the Inspector General 

 

 
 Washington, D.C.  20530 

Office of the Inspector General’s Report on 
Annual Accounting and Authentication of 

Drug Control Funds and Related Performance 

Director
National Drug Intelligence Center
U.S. Department of Justice

We have reviewed the accompanying Office of National Drug Control
Policy (ONDCP) Detailed Accounting Submission, which includes
Management’s Assertion Statement, Table of Drug Control Obligations, and
the related disclosures; and the Performance Summary Report, which
includes Management’s Assertion Statement and the related performance
information, of the U.S. Department of Justice’s National Drug Intelligence
Center (NDIC) for the fiscal year ended September 30, 2011. The NDIC’s
management is responsible for the Detailed Accounting Submission and the
Performance Summary Report.

Our review was conducted in accordance with attestation standards
contained in Government Auditing Standards, issued by the Comptroller
General of the United States. An attestation review is substantially less in
scope than an examination, the objective of which is the expression of an
opinion on the ONDCP Detailed Accounting Submission and the Performance
Summary Report. Accordingly, we do not express such an opinion.

Management of the NDIC prepared the Detailed Accounting
Submission and the Performance Summary Report to comply with the
requirements of the ONDCP Circular, Drug Control Accounting, dated
May 1, 2007, and as otherwise agreed to with the ONDCP.

Based on our review, nothing came to our attention that caused us to
believe that the Detailed Accounting Submission and the Performance
Summary Report for the fiscal year ended September 30, 2011, are not
presented, in all material respects, in conformity with the ONDCP’s Circular,
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Report on Annual Accounting and Authentication of Drug Control Funds and
Related Performance

Page 2

Drug Control Accounting, dated May 1, 2007, and as otherwise agreed to
with the ONDCP.

This report is intended solely for the information and use of NDIC
management, 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.

Mark L. Hayes, CPA, CFE
Director, Financial Statement Audit Office
Office of the Inspector General
U.S. Department of Justice

January 18, 2012
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U.S. Department of Justice 
National Drug Intelligence Center 
Detailed Accounting Submission 

Table of Drug Control Obligations 
For Fiscal Year Ended September 30, 2011 

(Dollars in Millions) 
 

 

Drug Obligations by Budget Decision Unit and Function: FY 2011
National Drug Intelligence Center Salaries and Expenses Actual Obligations

Intelligence 33.66$                            
Total, NDIC Salaries and Expenses 33.66$                            

Total Drug Control Obligations 33.66$                             
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 U.S. Department of Justice 

 Office of the Inspector General 

 

 
 Washington, D.C.  20530 

Office of the Inspector General’s Report on 
Annual Accounting and Authentication of 

Drug Control Funds and Related Performance 

Assistant Attorney General
Office of Justice Programs
U.S. Department of Justice

We have reviewed the accompanying Office of National Drug Control
Policy (ONDCP) Detailed Accounting Submission, which includes
Management’s Assertion Statement, Table of Drug Control Obligations, and
the related disclosures; and the Performance Summary Report, which
includes Management’s Assertion Statement and the related performance
information, of the U.S. Department of Justice’s Office of Justice Programs
(OJP) for the fiscal year ended September 30, 2011. OJP’s management is
responsible for the Detailed Accounting Submission and the Performance
Summary Report.

Our review was conducted in accordance with attestation standards
contained in Government Auditing Standards, issued by the Comptroller
General of the United States. An attestation review is substantially less in
scope than an examination, the objective of which is the expression of an
opinion on the ONDCP Detailed Accounting Submission and the Performance
Summary Report. Accordingly, we do not express such an opinion.

Management of OJP prepared the Detailed Accounting Submission and
the Performance Summary Report to comply with the requirements of the
ONDCP Circular, Drug Control Accounting, dated May 1, 2007, and as
otherwise agreed to with the ONDCP.

Based on our review, nothing came to our attention that caused us to
believe that the Detailed Accounting Submission and the Performance
Summary Report for the fiscal year ended September 30, 2011, are not
presented, in all material respects, in conformity with the ONDCP’s Circular,
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Report on Annual Accounting and Authentication of Drug Control Funds and
Related Performance

Page 2

Drug Control Accounting, dated May 1, 2007, and as otherwise agreed to
with the ONDCP.

This report is intended solely for the information and use of OJP
management, 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.

Mark L. Hayes, CPA, CFE
Director, Financial Statement Audit Office
Office of the Inspector General
U.S. Department of Justice

January 18, 2012
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 U.S. Department of Justice 

 Office of the Inspector General 

 

 
 Washington, D.C.  20530 

Office of the Inspector General’s Report on 
Annual Accounting and Authentication of 

Drug Control Funds and Related Performance 

Director
Executive Office for the Organized Crime

Drug Enforcement Task Forces
U.S. Department of Justice

We have reviewed the accompanying Office of National Drug Control
Policy (ONDCP) Detailed Accounting Submission, which includes
Management’s Assertion Statement, Table of Drug Control Obligations, and
the related disclosures; and the Performance Summary Report, which
includes Management’s Assertion Statement and the related performance
information, of the U.S. Department of Justice’s Executive Office for the
Organized Crime Drug Enforcement Task Forces (OCDETF) for the fiscal year
ended September 30, 2011. The OCDETF’s management is responsible for
the Detailed Accounting Submission and the Performance Summary Report.

Our review was conducted in accordance with attestation standards
contained in Government Auditing Standards, issued by the Comptroller
General of the United States. An attestation review is substantially less in
scope than an examination, the objective of which is the expression of an
opinion on the ONDCP Detailed Accounting Submission and the Performance
Summary Report. Accordingly, we do not express such an opinion.

Management of the OCDETF prepared the Detailed Accounting
Submission and the Performance Summary Report to comply with the
requirements of the ONDCP Circular, Drug Control Accounting, dated
May 1, 2007, and as otherwise agreed to with the ONDCP.

Based on our review, nothing came to our attention that caused us to
believe that the Detailed Accounting Submission and the Performance
Summary Report for the fiscal year ended September 30, 2011, are not
presented, in all material respects, in conformity with the ONDCP’s Circular,
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Report on Annual Accounting and Authentication of Drug Control Funds and
Related Performance

Page 2

Drug Control Accounting, dated May 1, 2007, and as otherwise agreed to
with the ONDCP.

This report is intended solely for the information and use of OCDETF
management, 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.

Mark L. Hayes, CPA, CFE
Director, Financial Statement Audit Office
Office of the Inspector General
U.S. Department of Justice

January 18, 2012
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Department of 
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INSPECTOR GENERAL REVIEW OF 
FISCAL YEAR 2011 DRUG CONTROL FUNDS 

AND PERFORMANCE SUMMARY REPORTING  
 

National Highway Traffic Safety Administration  
 

Report Number: FI-2012-049  
Date Issued: January 31, 2012  



Report Number FI-2012-049   

 
 
U.S. Department of  Office of Inspector General 
Transportation Washington, DC  20590 

Office of the Secretary 
of Transportation 
 
January 31, 2012  
 
Mr. Jon E. Rice  
Associate Director for Performance and Budget  
Office of National Drug Control Policy  
Washington, DC  20503  
 
Dear Mr. Rice:  

This report presents the results of our independent review of the U.S. Department 
of Transportation, National Highway Traffic Safety Administration’s (NHTSA) 
fiscal year 2011 Drug Control Obligation Summary and Performance Summary 
reports to the Office of National Drug Control Policy (ONDCP). Both reports are 
dated December 8, 2011. The reports and our review are required by 21 U.S.C. 
§1704 (d).  

The objective of our review is to provide assurance that no information came to 
our attention that would reverse management’s assertions that the reports complied 
with ONDCP Circular, Drug Control Accounting, requirements, dated May 1, 
2007, in all material respects. This review was conducted in accordance with 
generally accepted Government auditing standards for attestation engagements. 
A review is substantially more limited in scope than an examination, which 
expresses an opinion on the accuracy of NHTSA’s Drug Control Obligation 
Summary and Performance Summary reports to ONDCP. As this was a review, we 
do not express such an opinion.  

Drug Control Obligations Summary  
We performed review procedures on the accompanying report (Enclosure 1), 
NHTSA’s fiscal year 2011 Drug Control Obligation Summary based upon criteria 
specified in the ONDCP Circular. In general, our work was limited to inquiries 
and analytical procedures appropriate for an attestation review. Specifically, we 
tested selected procedures described in the Internal Control Questionnaire for 
Accounting to ensure drug control funds are properly identified in the accounting 
system. We traced obligations totaling approximately $2.7 million identified in the 
report to the Department’s accounting system. We also verified that five major 
drug control obligations in the accounting system, totaling about $2.4 million, 
were supported by contracts.  



2 

Report Number FI-2012-049   

During our review, no information came to our attention that the accompanying 
NHTSA fiscal year 2011 Drug Control Obligation Summary to ONDCP was not 
presented in conformity with the ONDCP Circular. Since NHTSA is reporting 
approximately $2.7 million in drug control obligations, which is below the 
$50 million threshold for full reporting required by the ONDCP Circular, we attest 
that full compliance with this Circular would constitute an unreasonable reporting 
burden.  

Performance Reporting Summary and Assertions  
We performed review procedures on the accompanying report (Enclosure 2), 
NHTSA’s fiscal year 2011 Performance Summary Report, and management’s 
assertions. NHTSA’s fiscal year 2011 performance target was to collect data from 
at least 1,250 drivers involved in vehicle crashes for the Case Control Study of the 
Crash Risk of Drug-Impaired Drivers. NHTSA reported that this performance 
target was achieved. NHTSA’s database indicated that they completed data 
collection for the entire study and obtained data from more than 3,000 crash-
involved drivers by the end of fiscal year 2011.  

In general, our review processes were limited to inquiries and analytical 
procedures appropriate for an attestation review based upon the criteria specified 
in the ONDCP Circular. Specifically, we reviewed the procedures described in the 
Internal Control Questionnaire for Performance Reporting, interviewed NHTSA 
personnel responsible for ensuring data reliability and integrity, examined hard 
copy data collection files, and selectively traced data from the files into NHTSA’s 
database used for compilation and analysis. In addition, we reviewed 
management’s assertions and the contract supporting the fiscal year 2011 
performance measures. During our review, no information came to our attention 
that the accompanying NHTSA Fiscal Year 2011 Performance Summary Report 
was not presented in conformity with the ONDCP Circular.  

Sincerely,  

 
 
Louis C. King  
Assistant Inspector General for Financial and  
  Information Technology Audits  
 
Enclosure(s)  
 
cc:  Senior Associate Administrator for Policy and Operations, NHTSA  
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TREASURY INSPECTOR GENERAL FOR TAX ADMINISTRATION 

 

Phone Number   |  202-622-6500 
E-mail Address  |  TIGTACommunications@tigta.treas.gov 
Website             |  http://www.tigta.gov 

 
 

Independent Attestation Review of the 
Internal Revenue Service’s Fiscal  

Year 2011 Annual Accounting of Drug  
Control Funds and Related Performance 

 
 
 

January 30, 2012 
 

Reference Number:  2012-10-018 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This report remains the property of the Treasury Inspector General for Tax Administration (TIGTA) and 
may not be disseminated beyond the Internal Revenue Service without the permission of the TIGTA.  

This report may contain confidential return information protected from disclosure pursuant to 
I.R.C. § 6103(a).  Such information may be disclosed only to Department of the Treasury employees 
who have a need to know this information in connection with their official tax administration duties. 

 



HIGHLIGHTS 

 

 

INDEPENDENT ATTESTATION REVIEW 
OF THE INTERNAL REVENUE 
SERVICE’S FISCAL YEAR 2011 ANNUAL 
ACCOUNTING OF DRUG CONTROL 
FUNDS AND RELATED PERFORMANCE 

Highlights 
Final Report issued on January 30, 2012 

Highlights of Reference Number:  2012-10-018 
to the Internal Revenue Service Chief 
Financial Officer and Acting Chief, Criminal 
Investigation. 

IMPACT ON TAXPAYERS 
The IRS reported that it expended $66.5 million 
on Office of National Drug Control Policy 
(ONDCP)-related activities and completed 
927 ONDCP-related investigations in Fiscal 
Year 2011.  Based on our review, nothing came 
to our attention that caused us to believe that 
the assertions in the Detailed Accounting 
Submission and Performance Summary Report 
are not appropriately presented in all 
material respects in accordance with  
ONDCP-established criteria.  Complete and 
reliable financial and performance information is 
critical to the IRS’s ability to accurately report on 
the results of its operations to both internal and 
external stakeholders, including taxpayers. 

WHY TIGTA DID THE AUDIT 
This review was conducted as required by the 
ONDCP and the ONDCP Circular:  Drug Control 
Accounting, dated May 1, 2007.  The National 
Drug Control Program agencies are required to 
submit to the Director of the ONDCP, not later 
than February 1 of each year, a detailed 
accounting of all funds expended (the ONDCP 
Circular requires amounts obligated) during the 
previous fiscal year.  Agencies also need to 
identify and document performance measure(s) 
that justify the results associated with these 
expenditures. 

The Chief Financial Officer, or another 
accountable senior level executive, of each 
agency for which a Detailed Accounting 
Submission is required, shall provide a 

Performance Summary Report to the Director of 
the ONDCP.  Further, the Circular requires that 
each report be provided to the agency’s 
Inspector General for the purpose of expressing 
a conclusion about the reliability of each 
assertion made in the report prior to its 
submission. 

WHAT TIGTA FOUND 
Based on our review, nothing came to our 
attention that caused us to believe that the 
assertions in the Detailed Accounting 
Submission and Performance Summary Report 
are not appropriately presented in all  
material respects in accordance with  
ONDCP-established criteria.  The IRS 
reported that it expended $66.5 million on 
ONDCP-related activities and completed  
927 ONDCP-related investigations in Fiscal 
Year 2011.  The IRS also reported it participated 
in 435 ONDCP-related cases that resulted in 
convictions, with an 88.1 percent conviction rate. 

WHAT TIGTA RECOMMENDED 
TIGTA made no recommendations as a result of 
the work performed during this review.  
However, key IRS officials reviewed this report 
prior to its issuance and agreed with the facts 
and conclusions presented. 
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MEMORANDUM FOR CHIEF FINANCIAL OFFICER 
 ACTING CHIEF, CRIMINAL INVESTIGATION  

  
FROM: Michael R. Phillips 

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

Revenue Service’s Fiscal Year 2011 Annual Accounting of Drug 
Control Funds and Related Performance (Audit # 201110031) 

 
This report presents the results of our attestation review of the Internal Revenue Service’s  
Fiscal Year 2011 Office of National Drug Control Policy Detailed Accounting Submission and 
Performance Summary Report (the Report).  The overall objective of this review was to express 
a conclusion about the reliability of each assertion made in the Report.  This review was included 
in our Fiscal Year 2012 Annual Audit Plan and addresses the major management challenge of 
Achieving Program Efficiencies and Cost Savings. 

The Treasury Inspector General for Tax Administration made no recommendations as a result of 
the work performed during this review.  However, key Internal Revenue Service officials 
reviewed this report prior to its issuance and agreed with the facts and conclusions presented. 

Copies of this report are also being sent to the Internal Revenue Service managers affected 
by the report results.  Please contact me at (202) 622-6510 if you have questions or 
Nancy A. Nakamura, Assistant Inspector General for Audit (Management Services and Exempt 
Organizations), at 202-622-8500. 
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Background 

 
The Anti-Drug Abuse Act of 19881 establishes as a 
policy goal the creation of a drug-free America.  A key 
provision of the Act is the establishment of the Office of 
National Drug Control Policy (ONDCP) to set priorities, 
implement a national strategy, and certify Federal 
Government drug control budgets.  The Internal 
Revenue Service (IRS) supports the National Drug 
Control Strategy through its continued support of the 
Organized Crime Drug Enforcement Task Force.  The 
mission of IRS Criminal Investigation in Federal law enforcement’s anti-drug efforts is to reduce 
or eliminate the financial gains (profits) of major narcotics trafficking and money laundering 
organizations through the use of its unique financial investigative expertise and statutory 
jurisdiction. 

This review was conducted as required by the ONDCP and the ONDCP Circular:  Drug Control 
Accounting, dated May 1, 2007.  The National Drug Control Program agencies2 are required to 
submit to the Director of the ONDCP, not later than February 1 of each year, a detailed 
accounting of all funds expended (the ONDCP Circular requires amounts obligated) during the 
previous fiscal year.  Agencies also need to identify and document performance measure(s) that 
justify the results associated with these expenditures.  The Chief Financial Officer, or another 
accountable senior level executive, of each agency for which a Detailed Accounting Submission 
is required, shall provide a Performance Summary Report to the Director of the ONDCP.  
Further, the Circular requires that each report be provided to the agency’s Inspector General for 
the purpose of expressing a conclusion about the reliability of each assertion made in the report 
prior to its submission.   

This review was performed at the IRS Headquarters offices of the Chief Financial Officer and 
Chief, Criminal Investigation, in Washington, D.C., during the period August 2011 through 
January 2012.  Our review was conducted in accordance with attestation standards established by 
the American Institute of Certified Public Accountants.  In general, our review procedures were 
limited to inquiries and analytical procedures appropriate for an attestation review based upon 
the criteria in the ONDCP Circular.  Detailed information on our audit objective, scope, and 

                                                 
1 Pub. L. No. 100-690, 102 Stat. 4181 (1988). 
2 A National Drug Control Program agency is defined as any agency that is responsible for implementing any aspect 
of the National Drug Control Strategy. 

National Drug Control Program 
agencies are required to submit 

to the Director of the ONDCP, 
not later than February 1 of each 
year, a detailed accounting of all 

funds expended during the  
previous fiscal year. 
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methodology is presented in Appendix I.  Major contributors to the report are listed in  
Appendix II. 
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Results of Review 

 
Summary of the Independent Attestation Review of the  
Fiscal Year 2011 Office of National Drug Control Policy Detailed 
Accounting Submission and Performance Summary Report   

We reviewed the assertions in the IRS’s ONDCP Detailed Accounting Submission and 
Performance Summary Report (the Report) for Fiscal Year (FY)3 2011, which ended  
September 30, 2011 (see Appendix IV).  The IRS is responsible for preparing the Report, which 
was prepared pursuant to 21 U.S.C. 1704 (d) and the ONDCP Circular:  Drug Control 
Accounting, dated May 1, 2007.  The IRS reported that it expended $66.5 million on  
ONDCP-related activities and completed 927 ONDCP-related investigations in FY 2011.  For 
FY 2011, the IRS also reported it participated in 435 ONDCP-related cases that resulted in 
convictions, with an 88.1 percent conviction rate. 

Our review was conducted in accordance with attestation standards established by the American 
Institute of Certified Public Accountants.  An attestation review is substantially less in scope 
than an examination, the objective of which is the expression of an opinion on the ONDCP 
Detailed Accounting Submission and Performance Summary Report.  Accordingly, we do not 
express such an opinion.   

The Report assertions, as required by Section 6.b. of the ONDCP Circular, include statements 
that the methodology used is reasonable and accurate, including explanations and documentation 
of any estimation assumptions used; the methodology disclosed was the actual methodology 
used; and the data presented are associated with obligations against a financial plan that reflects 
changes, if made.  The assertions, as required by Section 7.b. of the ONDCP Circular, also 
include statements that the performance reporting system is appropriate and applied, 
explanations for not meeting any performance targets are reasonable, and the methodology used 
to establish performance targets is reasonable and applied.  ONDCP-established criteria require 
well-documented sources of data, documented and explained calculations, and complete and fair 
presentation of data from financial systems. 

Based on our review, nothing came to our attention that caused us to believe that the assertions in 
the Report are not appropriately presented in all material respects in accordance with  
ONDCP-established criteria.   

                                                 
3 A 12-consecutive-month period ending on the last day of any month, except December.  The Federal 
Government’s fiscal year begins on October 1 and ends on September 30. 
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While this report is an unrestricted public document, the information it contains is intended 
solely for the use of the IRS, the United States Department of the Treasury, the ONDCP, and 
Congress.  It is not intended to be, and should not be, used by anyone other than these specified 
parties.
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Appendix I 
 

Detailed Objective, Scope, and Methodology 
 

The overall objective of this review was to perform an attestation review of the IRS’s reporting 
of FY1 2011 ONDCP expenditures and related performance for the purpose of expressing a 
conclusion about the reliability of each assertion made in the Detailed Accounting Submission 
and Performance Summary Report.  To accomplish our objective, we:  

I. Obtained an understanding of the process used to prepare the FY 2011 Detailed 
Accounting Submission and Performance Summary Report.  

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

B. Obtained documents such as written procedures and supporting worksheets that 
evidence the methodology used. 

II. Evaluated the reasonableness of the drug methodology process for detailed accounting 
submissions. 

A. Reviewed data supporting the Detailed Accounting Submission to establish their 
relationship to the amounts being reported.  

B. Verified whether all drug-related activities are reflected in the drug methodology. 

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

A. Verified that the Detailed Accounting Submission included all of the elements 
specified in Section 6 of the ONDCP Circular:  Drug Control Accounting. 

B. Verified the mathematical accuracy of the obligations presented in the Table of  
FY 2011 Drug Control Obligations. 

C. Traced the information contained in the Table of FY 2011 Drug Control Obligations 
to the supporting documentation. 

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

                                                 
1 A 12-consecutive-month period ending on the last day of any month, except December.  The Federal 
Government’s fiscal year begins on October 1 and ends on September 30. 
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A. Reviewed data supporting the Performance Summary Report to establish their 
relationship to the National Drug Control Program activities. 

B. Verified whether all drug-related activities are reflected in the performance 
information. 

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

A. Verified that the Performance Summary Report included all of the elements specified 
in Section 7 of the ONDCP Circular:  Drug Control Accounting. 

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

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

D. Reviewed the supporting documentation for reasonableness. 
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Appendix II 
 

Major Contributors to This Report 
 

Nancy A. Nakamura, Assistant Inspector General for Audit (Management Services and Exempt 
Organizations) 
Jeffrey M. Jones, Director 
Anthony J. Choma, Audit Manager 
Angela Garner, Lead Auditor  
Yasmin B. Ryan, Senior Auditor 
Mildred Rita Woody, Senior Auditor 
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Appendix III 
 

Report Distribution List 
 

Commissioner  C 
Office of the Commissioner – Attn:  Chief of Staff  C 
Deputy Commissioner for Operations Support  OS 
Deputy Commissioner for Services and Enforcement  SE 
Deputy Chief, Criminal Investigation  SE:CI 
Deputy Chief Financial Officer  OS:CFO 
Chief Counsel  CC 
National Taxpayer Advocate  TA 
Director, Office of Legislative Affairs  CL:LA 
Director, Office of Progam Evaluation and Risk Analysis  RAS:O 
Office of Internal Control  OS:CFO:CPIC:IC 
Audit Liaisons: 

Chief, Criminal Investigation  SE:CI 
Chief Financial Officer  OS:CFO 
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Appendix IV 
 

Internal Revenue Service’s Fiscal Year 2011  
Detailed Accounting Submission and  

Related Performance Summary Report 
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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. 
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(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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