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FY 2012 Accounting of Drug Control Funds

Executive Summary

Background

This Summary presents for Congress the Fiscal Year 2012 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 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.

Department Compliance and Attestation Reviews

All 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
2012 drug control obligations were not reviewable. Details on each agency’s report are
provided below.

! The Circular was updated on January 18, 2013; it will be in use for the FY 2013 Accounting Report.
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oIG/
Compliance Indep.
Department/Bureau with Audito.r Material
ONDCP Attestation | Weakness
Circular Review Identified
(Yes/No) (Pass/Fail) (Yes/No)
Agriculture
United States Forest Service Yes Pass N.AY
Defense
Drug Interdiction and Counterdrug Activities Yes Pass No
Education
Office of Safe and Drug-Free Schools Yes Pass No
Health and Human Services
Administration for Children and Families Yes Pass No
Indian Health Service Yes Pass No
National Institute on Drug Abuse Yes Pass No
National Institute on Alcohol Abuse and Yes Pass No
Alcoholism
Health Resources Service Administration Yes Pass N.A1
Substance Abuse and Mental Health Services Yes Pass No
Administration
Homeland Security
Customs and Border Protection Yes Pass Yes
Federal Emergency Management Agency Yes Pass N.AG
Federal Law Enforcement Training Center Yes Pass N.AC
Immigration and Customs Enforcement Yes Pass Yes
United States Coast Guard Yes Pass Yes
Interior
Bureau of Indian Affairs Yes Pass N.A.1
Bureau of Land Management Yes Pass N.AG
National Park Service Yes Pass N.A1
Justice
Asset Forfeiture Fund Yes Pass No
Bureau of Prisons Yes Pass No
Criminal Division Yes Pass No
Drug Enforcement Administration Yes Pass No
National Drug Intelligence Center Yes Pass N.A1
Office of Federal Detention Trustee Yes Pass No
Office of Justice Programs Yes Pass No
Organized Crime Drug Enforcement Task Force Yes Pass No
United States Attorneys Yes Pass No
United States Marshals Service Yes Pass No
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0oIG/
Compliance Indep.
Department/Bureau with Audito.r Material
ONDCP Attestation | Weakness
Circular Review Identified
(Yes/No) (Pass/Fail) (Yes/No)
State
International Narcotics and Law Enforcement Yes Pass Yes
Affairs
United States Agency for International Yes Pass Yes
Development
Transportation
Federal Aviation Administration Yes Pass N.A.1
National Highway Traffic Safety Administration Yes Pass N.AL
Treasury
Internal Revenue Service | Yes ‘ Pass ‘ No
Veterans Affairs
Veterans Health Administration | Yes ‘ Pass ‘ Yes

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

Summary of Agency Reports

Department of Agriculture

The Department of Agriculture’s (USDA) accounting of FY 2012 funding for drug-related
activities (Tab A) falls below the reporting threshold of $50 million. Therefore, the submission
consists of a limited report that includes a table of FY 2012 obligations. The USDA submission
satisfies all requirements established by the ONDCP Circular, and was assessed a rating of
“pass”.

Department of Defense

The Department of Defense’s (DoD) accounting of FY 2012 drug control obligations (Tab B)
satisfies all requirements established by ONDCP’s Circular, and the report is presented in
accordance with all requirements established by ONDCP’s Circular. DoD was assessed a rating
of “pass.”

Department of Education

The Department of Education’s (Education) accounting of FY 2012 drug control obligations (Tab
C) satisfies all requirements established by ONDCP’s Circular, including the rendering of a
negative assurance by the Department’s Office of Inspector General (OIG). No material
weaknesses were found. Given this, Education was assessed a rating of “pass.”
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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) and National Institute on Alcohol Abuse and Alcoholism
(NIAAA), the Health Resources and Services Administration (HRSA), and the Substance Abuse
and Mental Health Services Administration (SAMHSA) (Tab D). The Centers for Medicare &
Medicaid Services (CMS) Grants to States for Medicaid and Medicare programs 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: The 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: The 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.”

NIAAA: The OIG attested that the NIH-NIAAA 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 FY 2012 funding for drug-related activities falls below the reporting threshold
of $50 million. Therefore, the limited 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: The 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.”

Department of Homeland Security

The Department of Homeland Security’s (DHS) accounting submission includes separate reports
for the Customs and Border Protection (CBP), Federal Emergency Management Agency (FEMA),
Federal Law Enforcement Training Center (FLETC), Immigration and Customs Enforcement (ICE),
and the United States Coast Guard (USCG) (Tab E).

CBP: CBP’s FY 2012 drug control obligations report satisfies all requirements established by
the ONDCP Circular. The DHS OIG noted an Information Technology general and application
control weakness at CBP. CBP is working to remediate the weakness. CBP was assessed a
rating of “pass.”
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FEMA: FEMA submitted a limited report because its drug-related activities fall below the $50
million reporting threshold. The report includes a table of FY 2012 obligations for the
Stonegarden Grant Program. DHS’s OIG attested that the submission and management
assertion complied with the ONDCP Drug Control Accounting Circular.

FLETC: FLETC submitted a limited report because its drug-related activities fall below the $50
million reporting threshold. The report includes a table of FY 2012 obligations, and the OIG
attested that the submission and management assertion complied with the ONDCP Drug
Control Accounting Circular.

ICE: ICE’s FY 2012 drug control obligations report satisfies all requirements established by the
ONDCP Circular. In the report, material weaknesses were identified in ICE’s verification and
validation review process, as well as the process to match advances to obligations at the
transaction level. In FY 2013, ICE is identifying steps to develop corrective action plans to
remediate these findings. ICE was assessed a rating of “pass.”

USCG: USCG’s FY 2012 drug control obligations report satisfies all requirements established
by the ONDCP Circular. The report listed material weaknesses related to financial reporting,
property management, and environmental and other liabilities. USCG is working to
strengthen internal controls through the Financial Strategy for Transportation and Audit
Readiness in an effort to implement long-term solutions to identified material weaknesses.
USCG was assessed a rating of “pass.”

Department of the Interior

The Department of the Interior’s (DOI) accounting submission includes separate reports for the
Bureau of Indian Affairs (BIA), Bureau of Land Management (BLM), and National Park Service
(NPS) (Tab F). The funding level for all three bureau’s FY 2012 drug-related activities fall below
the reporting threshold of $50 million. The submissions, therefore, consist of a limited report
that includes a table of FY 2012 obligations. The submissions satisfy all requirements
established by the ONDCP Circular. BIA, BLM and NPS were all assessed a rating of “pass.”

Department of Justice

The Department of Justice’s (DOJ) accounting submission includes separate reports for the
Asset Forfeiture Fund (AFF), Bureau of Prisons (BOP), Criminal Division (CD), Drug Enforcement
Administration (DEA), National Drug Intelligence Center (NDIC), Office of Federal Detention
Trustee (OFDT), Office of Justice Programs (OJP), Organized Crime Drug Enforcement Task
Forces (OCDETF), United States Attorneys (USA), and United States Marshals Service (USMS)
(Tab G).

AFF: The FY 2012 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. AFF was assessed a rating of “pass.”
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BOP: The FY 2012 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. BOP was assessed a rating of “pass.”

CRM: The FY 2012 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 noted. CRM was assessed a rating of “pass.”

DEA: The FY 2012 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. DEA was assessed a rating of “pass.”

NDIC: NDIC submitted a limited report because its drug-related activities fall below the $50
million reporting threshold. The FY 2012 accounting report satisfies all requirements
established by ONDCP’s Circular. NDIC was assessed a rating of “pass.”

OJP: The FY 2012 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, one significant deficiency
was identified, related to system software change management. Specifically, it was noted
that OJP continues to have improper configurations, missing patches, and default/insufficient
passwords within their environment. OJP is working with the Office of the Chief Information
Officer (OCIO) to remediate the deficiency. OJP was assessed a rating of “pass.”

OCDETF: The FY 2012 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 noted. OCDETF was assessed a rating of “pass.”

EOUSA: The FY 2012 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 noted. EOUSA was assessed a rating of “pass.”

USMS: The FY 2012 accounting report satisfies all requirements established by ONDCP’s
Circular, including the rendering of a negative assurance by the DOJ OIG. Although no
material weaknesses were noted, one significant deficiency was reported regarding
inadequate funds management controls. The deficiency was not material enough to warrant
adjustment of the USMS financial statements, and USMS is working to develop corrective
action plans. USMS was assessed a rating of “pass.”

USMS/FDT: The FY 2012 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 noted. OFDT was assessed a rating of “pass.”
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Department of State and Other International Programs

The Department of State’s (State) accounting submission includes separate reports for the
Bureau of International Narcotics and Law Enforcement Affairs (INL) and U.S. Agency for
International Development (USAID) (Tab H).

INL: The FY 2012 drug control obligations report satisfies all requirements established by the
ONDCP Circular. An independent auditor identified one material internal control weakness
and five internal control deficiencies. The Department will continue to work with the
independent auditor and OIG to resolve the issues. INL was assessed a rating of “pass.”

USAID: The FY 2012 drug control obligations report satisfies all requirements established by
the ONDCP Circular. The OIG identified one material weakness in USAID’s financial report.
Specifically, the weakness lies in USAID’s reconciliation of its Fund Balance with Treasury
Account with Treasury and recordation of adjustments to its general ledger. USAID is taking
corrective actions to remedy the weakness and was assessed a rating of “pass.”

Department of Transportation

The Department of Transportation’s accounting submission includes separate reports for the
Federal Aviation Administration (FAA), and the National Highway Traffic Safety Administration
(NHTSA) (Tab 1).

FAA: FAA submitted a limited report because its drug-related activities fall below the $50
million reporting threshold. The report includes a table of FY 2012 obligations for drug-related
activities within the Air Traffic Organization, Aviation Safety/Aerospace Medicine, and
Security and Hazardous Material Safety. 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. FAA was
assessed a rating of “pass.”

NHTSA: NHTSA’s drug-related activities fall below the $50 million reporting threshold. As a
result, NHTSA submitted a limited report that includes a table of FY 2012 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. NHTSA was assessed a rating of “pass.”

Department of the Treasury

The FY 2012 accounting report of drug control obligations for the Department of the Treasury
(Tab J) 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.”
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Department of Veterans Affairs

The Department of Veterans Affairs (VA), Veterans Health Administration’s (VHA) accounting of
FY 2012 drug control obligations (Tab K) 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.”
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Office of National Drug Control Policy: FY2012 Accounting of Drug Control Funds
United States Department of Agriculture

Office of Inspector General
Washington, D.C. 20250

DATE: Januan?9,2013

TO: David L. Ferrell
Director, Law Enforcement & Investigations
Forest Service

ATTN: Christopher Boehm
Assistant Director — Investigations & Internal Affairs
Law Enforcement & Investigations

FROM: Gil H. Harden
Assistant Inspector General for Audit

SUBJECT:  Forest Service’s Annual Accounting and Authentication of Drug Control Funds
and Related Performance

As requested by your staff, the Office of Inspector General reviewed the Forest Service’s (FS)
“Performance Summary Review (Summary Review)” — see attachment — to be submitted to the
Office of National Drug Control Policy (ONDCP), as required under ONDCP Circular: Drug
Control Accounting, dated May 1, 2007. Under paragraph 9 of the ONDCP Circular, FS is
authorized to submit an alternative report, providing its prior year drug-related obligations total
less than $50 million. The objective of our review was limited to determining whether FS
qualified for the alternative reporting mechanism and whether the data reported in the alternative
report was reasonably supported by FS accounting and performance reports and other
documents. Specifically, we reviewed the FS’ reported totals for drug control budgetary
resources, drug resources personnel, and total agency budget summaries. We also reviewed one
of its performance measures: “Number of Marijuana Plants Eradicated.” We traced these
significant indicators to internal reports generated through the FS’ Law Enforcement and
Investigations Management Attainment Reporting System, provided by your staff.

Based on our limited review, we believe that FS qualified for the alternative reporting
mechanism. We did not conduct an attestation review, as described in ONDCP Circular. Given
the FS’ limited drug control resources and our current staffing constraints, we believe that full
compliance, as prescribed by the ONDCP Circular, would constitute an unreasonable reporting
burden. Therefore, we do not express an opinion on the reliability of each assertion made in the
FS’ submission.

If you have any questions, please call me at (202) 720-6945, or have a member of your staff
contact Ernest M. Hayashi, Director, Farm, Trade, Research, and Environment Division,
at (202) 720-2887.

Attachment



. Office of Nationa] Drug Control Policy; FY2012 A ting of Drug Cont Fif?d%
United States et Ics\’/vasnlngtctgﬁun eoT S~ ndependence Avenue, SW
Department of Service Office Washington, DC 20250
Agriculture

File Code: 5300
Date: January 28, 2013

The Honorable R. Gil Kerlikowske
Director

Executive Office of the President
Office of National Drug Control Policy
Washington, D.C. 20503

Dear Director Kerlikowske,

In accordance with the Office of National Drug Control Policy (ONDCP) Circular: Drug Control
Accounting issued May 1, 2007, the Forest Service Law Enforcement and Investigations (LEI)
Fiscal Year 2012 Performance Summary alternative report is enclosed. LEI’s prior year drug-
related obligations are less than $50 million and full compliance with the Circular would
constitute an unreasonable reporting burden.

If you have any questions regarding this response, please contact Chris Boehm, Assistant
Director, Investigations and Internal Affairs, at (703) 605-4739.

Sincerely,

/s/ David L. Ferrell

DAVID L. FERRELL
Director
Law Enforcement and Investigations

Enclosures

Caring for the Land and SerVing People Printed on Recycled Paper



U.S. Forest Service

Office of National Drug Control Policy: FY2012 Accounting of Drug Control Funds
United States Department of Agriculture

Performance Summary Review

2012

Drug Resources by Function FY2010 FY2011 FY2012
Investigations $14.000 $14,000 $14.000
Intelligence 0.200 0.200 0.200
State and Local Assistance 0.700 0.700 0.600
Research and Development 0.000 0.000 0.000
Prosecution 0.300 0.200 0.200
Prevention 0.100 0.100 0.100

Total $15.300 $15.300 $15.200

Drug Resources by Decision Unit
Detection & Monitoring

$15.300

$15.300

$15.200

Drug Resources Personnel Summary

Law Enforcement Agency Support 0.000 0.000 0.000
Demand Reduction 0.000 0.000 0.000
Total $15.300 $15.300 $15.200

Total FTES 6 | 66 | 66 |

Information
Total Agency Budget

$5,297.3

$5,304.3

$4,845.9

Drug Percentage

0.3%

0.3%

0.3%

Budget Authority in Millions
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January 31, 2013

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

SUBJECT: Independent Auditor’s Report on the DoD FY 2012 Detailed Accounting
Report of the Funds Obligated for National Drug Control Program Activities
(Report No. DODIG-2013-042)

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 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 2012. 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 five DoD reprogramming actions that allocated $1.64 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, 2012, 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 2012, DoD obligated $1.50 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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Tab C
Department of Education
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Tab D

Department of Health and
Human Services
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Ms. Jane Sanville

Acting Associate Director

Office for Performance and Budget
Office of National Drug Control Policy
Washington, D.C. 20503

Dear Ms. Sanville:

As required by the Office of National Drug Control Policy (ONDCP) Circular titled Drug
Control Accounting (dated May 1, 2007), enclosed are the Department of Health and
Human Services (HHS) fiscal year 2012 Drug Control Accounting Reports that are
accompanied by the HHS Office of Inspector General attestation reviews. Detailed
accounting reports for the following five bureaus are enclosed: (i) Substance Abuse and
Mental Health Services Administration (SAMHSA); (ii) National Institutes of Health —
National Institute on Drug Abuse (NIDA); (iii) National Institutes of Health — National
Institute on Alcohol Abuse and Alcoholism (NIAAA); (iv) Indian Health Service (IHS);
and (v) Health Resources Services Administration (HRSA).

In accordance with the May 14, 2008 agreement between the HHS and Mr. Thomas A.
Johnson of your office, we did not include a submission for the Centers for Medicare and
Medicaid Services (CMS) because the funding associated with the CMS program
featured in the Drug Budget represents actuarial outlay estimates rather than budget
authority. Therefore, we agreed that it is not appropriate to produce a detailed accounting
submission containing a table of prior year obligations and corresponding assertions.

If you have any questions, please contact Ms. Chitra Verma of my office 1n the Division
of Systems Policy and Audit Resolution at (202) 260-0272 or chitra.verma@hhs.gov.

Sincerely,

AL00. 05

Sheila O. Conley
Deputy Assistant Secretary for Finance

Enclosures:

SAMHSA Drug Control Accounting Report
NIDA Drug Control Accounting Report
NIAAA Drug Control Accounting Report
IHS Drug Control Accounting Report
HRSA Drug Control Accounting Report

cc: HHS Office of Inspector General
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TO:; Patrick O’Rourke

Chief Financial Officer
Office of Financial Policy and Controls
Health Resources and Services Administration

FROM: Gloria L. Jarmon /‘;aww 0/ .

Deputy Inspector General for Audit Services

SUBJECT: Independent Attestation Review: Health Resources and Services Administration
Drug Control Accounting for Fiscal Year 2012 (A-03-13-00357)

This report provides the results of our attestation review of the Health Resources and Services
Administration (HRSA) fiscal year (FY) 2012 drug control accounting and the accompanying
FY 2012 Drug Control Obligation Summary with required table.

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 (21 U.S.C. § 1704(d)(A)). The section further requires that the
accounting be “authenticated by the Inspector General for each agency prior to submission to the
Director.” The report is the responsibility of HRSA’s management and was prepared by HRSA
in accordance with section 9 of the ONDCP Circular entitled Drug Control Accounting, dated
May 1,2007. Section 9 allows an agency included in the National Drug Control Budget with
prior-year drug-related obligations of less than $50 million to submit an alternative report to
ONDCP consisting of only the table of prior-year drug control obligations and omitting all other
disclosures.

As required by the Federal statute (21 U.S.C. § 1704(d)(A)), we reviewed the attached HRSA
report entitled “Health Resources and Services Administration Drug Control Accounting for
Fiscal Year 2012,” dated November 6, 2012. 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
report; accordingly, we do not express such an opinion.
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Page 2 — Patrick O’Rourke

HEALTH RESOURCES AND SERVICES ADMINISTRATION REPORT

HRSA’s report included a table that reported obligations of $17,686,564. HRSA chose to
provide the alternative report in lieu of a detailed report and provided a statement, as required by
the ONDCP Circular, that full compliance would constitute an unreasonable reporting burden.

We performed review procedures on HRSA’s FY 2012 Drug Control Obligation Summary and
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 HRSA’s
FY 2012 drug control accounting report and the accompanying FY 2012 Drug Control
Obligation Summary and table were not fairly stated, in all material respects, based on the
ONDCP Circular. Further, nothing came to our attention that caused us to doubt that full
compliance with the Circular would constitute an unreasonable reporting burden.

ok sk e eokok

Although this report is an unrestricted public document, the information it contains is intended
solely for the information and use of Congress, ONDCP, and HRSA 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@oig.hhs.gov. Please refer to report number A-03-13-00357 in all correspondence.

Attachment
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:f"’ ? DEPARTMENT OF HEALTH & HUMAN SERVICES Health Resources and Services Administration
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“%“"’Va
Rackville, Maryland 20857
TO: Director
Office of National Drug Control Policy
THROUGH: Sheila Conley
Deputy Agssisiant Secretary of Finance
arifie th and Human Services
FROM: i
Chlef Fmancml Officer
Office of Financial Policy and Controls
ey g 8302
DATE: el
SUBIJECT: Health Resources and Services Administration Drug Control

Accounting for Fiscal Year 2012

In accordance with the Office of National Drug Control Policy Circular: Drug Control
Accounting issued May 1, 2007, the Health Resources and Services Administration’s (HRSA)
Fiscal Year 2012 Drug Controf Obligation Summary is enclosed. Since HRSA’s obligations for
drug-related activities fall below the reporting threshold of $50 million, we attest that full
compliance with the ONDCP Circular would constitute an unreasonabie reporting burden.
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DEPARTMENT OF HEALTH AND HUMAN SERVICES

Health Resources and Services Administration

Resource Summary ' “Dollars in Milliens.
o FY 2012 Obligated
Drug Resources by Function
Prevention $3.5
Treatment _ $14.2
Total Drug Resources by Function [~ $17.7

Drug Resources by Decision Unit
Bureau of Primary Health Care . $17.7
Total Drug Resources by Decision Unit | CSURT

1. Methodology: The Health Center Program Uniform Data System (UDS) tracks a variety
of information, including patient demographics, services provided, staffing, clinical
indicators, utilization rates, costs, and revenues, UDS data are collected annually from
grantees and reported at the grantee, state, and national levels. The UDS reporting
provides a reasonable basis for estimating the share of the Health Center Program grant
funding used for substance abuse treatment by health centers. Using the data reflected in
the most current UDS at the time estimates are made (FY 2011), total costs of substance abuse
services is divided by total costs of all services to obtain a substance abuse percentage (SA%).
The funding estimates in the table above were computed as described below:

FY 2012 Obligated Level: $17.7 million
$17.7 milion  SA% (.73%) x FY 2012 Health Center Program grants awarded for health center

services ($2.43 billion)

2. Methodology Modification: None
3. Material Weaknesses or Other Findings: None
4. Reprogrammings or Transfers: None

5. Other Disclosures: None
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TO: Elizabeth A. Fowler

Chief Financial Officer
Indian Health Service

FROM: Gloria L. Jarmon /i“’w of. QWW"

Deputy Inspector General for Audit Services

SUBJECT: Independent Attestation Review: Indian Health Service Assertions Concerning
Drug Control Accounting for Fiscal Year 2012 (A-03-13-00355)

This report provides the results of our attestation review of the Indian Health Service (IHS) fiscal

year (FY) 2012 assertions concerning drug control accounting and the accompanying table of
FY 2012 Drug Control Obligations (Table).

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 (21 U.S.C. § 1704(d)(A)). The section further requires that the
accounting be “authenticated by the Inspector General for each agency prior to submission to the
Director.” The report and related assertions are the responsibility of IHS’s management and
were prepared by THS as specified in section 6 of the ONDCP Circular entitled Drug Control
Accounting, dated May 1, 2007.

As required by the Federal statute (21 U.S.C. § 1704(d)(A)), we reviewed the attached THS
report entitled “Assertions Concerning Drug Control Accounting” dated November 9, 2012, 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  PORT

IHS reported obligations totaling $91,578,813.
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In accordance with ONDCP requirements, IHS made the following assertions:

e [HS reported its actual obligations from its accounting system of record for the reported
budget decision units,

e [HS’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 6(b)(2) of the ONDCP Circular,

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

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

e [HS 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 THS’s
assertions and the accompanying Table were not fairly stated, in all material respects, based on
the ONDCP Circular.

3k 2 o o o ok o ok

Although this report is an unrestricted public document, the information it contains 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 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 for Audit Services, at (202) 619-1156 or through email at
Kay.Daly@oig.hhs.gov. Please refer to report number A-03-13-00355 in all correspondence.

Attachment
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Indian Health Service
Alcoholism and Substance Abuse Prevention
Treatment Program

Authorized under P.L. 102-573
(Dollars in Thousands)

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 Drug Control &
Amount of Funds Enacted Enacted Enacted Enacted Enacted Moyer Reports

ALCOHOL & SUBSTANCE ABUSE

Adult Treatment................. $89,161 $96,607 $102,748 $102,781 $102,731 Excluded*
Regional Treatment Centers $23,403 $19,957 7 $21,226 $21,226 $21,215 Treatment
Community Education &

Training......oceeevveveeeveenenn $8,282 $8,974 $9,544 $9,544 $9,540 Prevention
Community Rehabilitation/

Aftercare.........ccoceeeveeeveenne. $26,903 $29,150 $31,003 $31,003 $30,988 Treatment
Gila RiVer.....ccovveevrecieeene. $206 $223 $237 $237 $237 Treatment
Contract Health Service...... $9,471 $10,262 $10,914 $10,914 $10,909 Treatment
Navajo Rehab. Program.... $365 $395 $420 $420 $420 Treatment
Urban Clinical Services........ $776 $841 $895 $895 $894 Treatment
Wellness Beyond

Abstinence...........ccc.cu..... $894 $969 $1,031 $1,031 $1,031 Prevention
Meth Prev & Treatment....... $13,782 $16,391 $16,391 $16,358 $16,332 50/50 Tx & Prev
Total..ooooveieeeeeeee, $173,243 $183,769 $194,409 $194,409 $194,297

URBAN HEALTH PROGRAM *

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Amount of Funds Enacted Enacted Enacted Enacted Enacted
Expand Urban Programs.... $3,407 $4,356 $4,239 $4,403 $4,403 Treatment
INDIAN HEALTH FACILITIES ¥

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Amount of Funds Approp Approp Approp Approp Approp
Construction..........ccccue.e.. 0 0 0 0 $1,997
Alcohol/Substance Abuse $173,243 $183,769 $194,409 $194,409 $194,297
Urban Health Program 3,407 4,356 4,239 4,403 4,403
Facilities Construction 0 0 0 0 1,997
GRAND TOTAL...ccevviieine $176,650 $188,125 $198,648 $198,812 $200,697

YThe Urban Program was funded under P.L. 100-690, and is now funded under P.L. 102-573.
? The FY 2009 funding for the Regional Treatment Centers was adjusted based on Area Office reports of funding levels.
¥ Fy 2012 Indian Health Facilities funds are to initiate the design/site grading for the Southern California Youth Regional Treatment Center (YRTC)

*Adult Treatment funds are excluded from the ONDCP Drug Control Budget and Moyer Anti-Drug Abuse methodologies because this program
reflects the original authorized program for IHS with the sole focus of alcoholism treatment services for adults. This determination was made in
consultation with ONDCP when the drug control budget was initially developed in the early - 1990s.
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INDIAN HEALTH SERVICE
FY 2012 Drug Control Obligations

($000)
Enacted Obligated
Drug Resources by Function

Prevention $18,736 $15,988
Treatment $77,233 $74,381
Construction $1,997 $1,209
$97,966 $91,578

Drug Resources by Decision Unit
Alcohol and Substance Abuse $91,566 $85,966
Urban Indian Health Program $4,403 $4,403
Facilities Construction $1,997 $1,209

$97,966 $91,578
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TO: Judit O’Connor

Chief Financial Officer
National Institute on Alcohol Abuse and Alcoholism
National Institutes of Health

FROM: Gloria L. Jarmon 9‘/“""/\’
Deputy Inspector General for Audit Services

SUBJECT: Independent Attestation Review: National Institute on Alcohol Abuse and
Alcoholism Assertions Concerning Drug Control Accounting for Fiscal Year
2012 (A-03-13-00359)

This report provides the results of our attestation review of the National Institute on Alcohol
Abuse and Alcoholism (NIAAA) fiscal year (FY) 2012 assertions concerning drug control
accounting and accompanying table of FY 2012 Actual Obligations (Table).

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 (21 U.S.C. § 1704(d)(A)). The section further requires that the
accounting be “authenticated by the Inspector General for each agency prior to submission to the
Director.” The report and related assertions are the responsibility of NIAAA’s management and
were prepared by NIAAA as specified in section 6 of the ONDCP Circular entitled Drug Control
Accounting, dated May 1, 2007.

As required by the Federal statute (21 U.S.C. § 1704(d)(A)), we reviewed the attached NIAAA
report entitled “Assertions Concerning Drug Control Accounting,” dated November 29, 2012.
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.
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NATIONAL INSTITUTE ON ALCOHOL ABUSE AND ALCOHOLISM
NIAAA reported obligations totaling $61,732,956.
In accordance with ONDCP requirements, NIAAA made the following assertions:

o NIAAA reported its actual obligations from its accounting system of record for the
reported budget decision unit,

o NIAAA’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,

e the drug methodology that NIAAA disclosed in its report was the actual methodology
used to generate the required Table,

e NIAAA had no budgetary transfers of obligations to report, and

o NIAAA reported obligations against a financial plan that complied with ONDCP
requirements.

We performed review procedures on NIAAA’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 NTAAA’s
assertions and accompanying Table were not fairly stated, in all material respects, based on the
ONDCEP Circular.

3ok sk ok sk ok sk ok

Although this report is an unrestricted public document, the information it contains is intended
solely for the information and use of Congress, ONDCP, and NIAAA 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@oig.hhs.gov. Please refer to report number A-03-13-00359 in all correspondence.

Attachment
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National Institute on Alcohol
Abuse and Alcoholism

5635 Fishers Lane
Bethesda, MD 20892-9304

November 29, 2012
MEMORANDUM TO:  Director Office of National Drug Control Policy

THROUGH: Sheila Conley
Deputy Assistant Secretary of Finance
Department of Health and Human Services

« l
FROM: Judit O’Connor /)‘k(ﬁ.é O COWV

Chief Financial Officer ( ( 2
National Institute on Alcohol Abuse and Alcoholism J / | e

SUBJECT: Assertions Concerning Drug Control Accounting
In accordance with the requirements of the Office of National Drug Control Policy Circular
“Annual Accounting of Drug Control Funds,” I make the following assertions regarding the

attached annual accounting of drug control funds:

Obligations by Budget Decision Unit

I assert that obligations reported by budget decision unit are the actual obligations from the
National Institutes of Health (NIH) financial accounting system for this budget decision unit
after using the National Institute on Alcohol Abuse and Alcoholism’s (NIAAA) internal system
to reconcile the NIH accounting system during the year.

Methodology ’

[ assert that the methodology used to calculate obligations of prior year budgetary resources by
function for the institute was reasonable and accurate in accordance with the criteria listed in
Section 6b(2) of the Circular. Obligations of prior year underage drinking control budgetary
resources are calculated as follows:

The NIAAA prevention and treatment components of its underage drinking research are included
in the ONDCP drug control budget. Underage drinking research is defined as research that
focuses on alcohol use, abuse and dependence in minors (children under the legal drinking age of
21). It includes all alcohol related research in minors, including behavioral research, screening
and intervention studies and longitudinal studies with the exception of research on fetal alcohol
spectrum disorders resulting from alcohol use by the mother during pregnancy. Beginning with
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TO: Donna Jones

Chief Financial Officer
National Institute on Drug Abuse

National Institutes of Health

FROM: Gloria L. Jarmon /ﬁfwﬂ-O/ %
Deputy Inspector General for Audft Services

SUBJECT: Independent Attestation Review: National Institute on Drug Abuse Assertions
Concerning Drug Control Accounting for Fiscal Year 2012 (A-03-13-00353)

This report provides the results of our attestation review of the National Institute on Drug Abuse
(NIDA) fiscal year (FY) 2012 assertions concerning drug control accounting and accompanying
table of FY 2012 Actual Obligations (Table).

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 (21 U.S.C. § 1704(d)(A)). The section further requires that the
accounting be “authenticated by the Inspector General for each agency prior to submission to the
Director.” The report and related assertions are the responsibility of NIDA’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 the Federal statute (21 U.S.C. § 1704(d)(A)), we reviewed the attached NIDA
report entitled “Assertions Concerning Drug Control Accounting,” dated November 2, 2012. 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 Unuted 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.
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NATIONAL INSTITUTE ON DRUG ABUSE REPORT
NIDA reported obligations totaling $1,052,368,102.
In accordance with ONDCP requirements, NIDA made the following assertions:

o 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,

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

o NIDA'’s obligations against a financial plan that was revised during the FY were reported
in accordance with ONDCP requirements, and

e 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 were not fairly stated, in all material respects, based on the
ONDCEP Circular.

3 ok 3k ok o ok o

Although this report is an unrestricted public document, the information it contains 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@oig.hhs.gov. Please refer to report number A-03-13-00353 in all correspondence.

Attachment
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NATIONAL INSTITUTES OF HEALTH
NATIONAL INSTITUTE ON DRUG ABUSE
FY 2012 Actual Obligations

(Dollars in Thousands)

. RESOURCE SUMMARY

FY 2012
Actual
Drug Resources by Function:
Research and Development Prevention 370,794
Research and Development Treatment 681,574
Total 1,052,368
Drug Resources by Decision Unit:
National Institute on Drug Abuse 1,052,368
Total 1,052,368

Differences Between (1) Actual Obligations and (2) the FY 12 Column of the
FY 13 CJ and the National Drug Control Strategy Budget Summary
(Dollars in Thousands)

Total 2012 Col. of the FY 2013 CJ; National Drug Control Strategy 1,052,114

1 Comparable Transfers 953
Secretary's Transfer for Alzheimer Disease -694
Lapse of Funds -5

Total Obligations 1,052,368
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TO: Daryl Kade
Director

Office of Financial Resources
Substance Abuse and Mental Health Services Administration

FROM: Gloria L. Jarmon /&V‘M 0( ) ?W"/
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 2012 (A-03-13-00351)

This report provides the results of our attestation review of the Substance Abuse and Mental
Health Services Administration (SAMHSA) fiscal year (FY) 2012 assertions concerning drug
control accounting and accompanying Table of Prior Year Drug Control Obligations: FY 2012
(Table).

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 (21 U.S.C. § 1704(d)(A)). The section further requires that the
accounting 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 the Federal statute (21 U.S.C. § 1704(d)(A)), we reviewed the attached SAMHSA
report entitled “Assertions Concerning Drug Control Accounting,” dated November 9, 2012, 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 ma agement’s assertions contained in its report; accordingly,
we do not express such an opinion.
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SUBSTANCE ABUSE AND MENTAL HEALTH SERVICES
ADMINISTRATION’S REPORT

SAMHSA reported obligations of $2,640,190,837.
In accordance with ONDCP requirements, SAMHSA made the following assertions:

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

e 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,

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

e SAMHSA'’s obligations against a financial plan that was revised during the FY were
reported in accordance with ONDCP requirements, and

e 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.

*khkhkkkkk

Although this report is an unrestricted public document, the information it contains 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@oig.hhs.gov. Please refer to report number A-03-13-00351 in all correspondence.

Attachment
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To: Director

Office of National Drug Control Policy 4 0 9“

Through: Deputy Assistant Secretary for Finance
Department of Health and Human Services

From: Chief Financial Officer
Substance Abuse and Mental Health Services Administration

Subject: Assertions Concerning Drug Control Accounting

In accordance with the requirements of the Office of National Drug Control Policy Circular Drug
Control Accounting, as revised on May 1, 2007, I make the following assertions regarding the
attached annual accounting of drug control funds:

Obligations by Budget Decision Unit

I assert that obligations reported by budget decision unit are the actual obligations from
SAMHSA’s accounting system of record for these budget decision units.

Drug Methodology

I assert that the drug methodology used to calculate obligations of prior year budgetary resources
by function for SAMHSA was reasonable and accurate in accordance with the criteria listed in
Section 6b(2) of the Circular. In accordance with these criteria, I have documented/identified
data which support the drug methodology, explained and documented other estimation methods
(the assumptions for which are subjected to periodic review) and determined that the financial
systems supporting the drug methodology yield data that present fairly, in all material respects,
aggregate obligations from which drug-related obligation estimates are derived. (See Exhibit A)

Application of Drug Methodology

I assert that the drug methodology disclosed in Exhibit A was the actual methodology used to
generate the table required by Section 6a.

Reprogrammings or Transfers

I assert that the data presented are associated with obligations against a financial plan that was
revised during the fiscal year to include funds received from ONDCP in support of the Drug

e

MEceaeinbadael

Behavioral Health is Essential To Health * Prevention Works * Treatment is Effective ¢ People Recover
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Free Communities Program. SAMHSA received a total of $91,125,070 from ONDCP via
Interagency Agreements to fund activities of the Drug Free Communities Program in FY 2012.
SAMHSA had no other reportable reprogrammings or transfers in FY 2012.

Fund Control Notices

I assert that the data presented are associated with obligations against SAMHSA’s financial plan
which complied fully with all ONDCP Budget Circulars.

Chief FiI;ancial Officer

Attachments:

Table of Prior Year Drug Control Obligations, FY 2012
Exhibit A - Drug Control Methodology
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SUBSTANCE ABUSE AND MENTAL HEALTH
SERVICESADMINISTRATION

Tableof Prior Year Drug Control Obligations

FY 2012
(Dollarsin millions)

Drug Resour ces by Function

oAV 01 (0] o N TR TR RTRUPRRRRRRR 572.8
B I C2T2 11 (=] ST 1,976.3
O Al et e et e e e e e e e —————ea e e e e e e aa—————————n $2,549.1

Drug Resour ces by Decision Unit

Substance Abuse Prevention

Programs of Regional and National Significance (Non-add) ¥ ...........cocovvveeenenene. 185.9

Substance Abuse Prevention and Treatment Block Grant (Non-add)  ................. 360.0
S o T ) TSRS $545.9
Substance Abuse Treatment

Programs of Regional and National Significance (Non-add) ¥ ............ccccocveueen.ne. 428.9

Substance Abuse Prevention and Treatment Block Grant (Non-add)  ................. 1,440.0
U R I - | SRS $1,868.9
Health Surveillance and Program Support ¥

Prevention (NON-add) .........ccceeeeiiie e 26.8

Treatment (NON-8A) .......coieeiieieeee e et 107.3
SUD T OB ..ttt e et e st e s seese e se e s aeseneese e nsenessesenensenensas $134.1
Total, Drug Resources by DeCiSION UNit.........cccceviiieviirienieeseerie e seee e $2,549.1
Drug Resources Personnel Summary

Total FTES (AIT€CE ONIY)....eiieiiieeiieeesieee et 591
Drug Resources as a Percent of Budget

Total AGENCY BUAGEL .......c.oiuiieeece ettt $3,567.1

Drug ReSOUrCeS PErCENTAgE ........coeiuiiiiiii ettt 71.5%
Drug Free COMMUNItIES Program® .............oo.ooveeivieeeeeeeeeeeeeeeeeeeeeeees s $91.1
Total with Drug Free CoOmMMUNITIES .....cc.coiiiiiieeee et s $2,640.2
Footnotes:

Y PRNS obligations reflect direct obligations against SAMHSA budget authority. Reimbursable
obligations are not included, as these funds would be reflected in the obligations of the agency
providing the reimbursable funds to SAMHSA. Substance Abuse Treatment PRNS obligations
include funds provided to SAMHSA from the PHS evaluation fund.
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2’ SAPT Block Grant obligations include funds provided to SAMHSA from the PHS evaluation
fund.

% HSPS obligations reflect direct obligations against SAMHSA budget authority. Reimbursable
obligations are not included, as these funds would be reflected in the obligations of the agency
providing the reimbursable funds to SAMHSA. HSPS obligations include funds provided to
SAMHSA from the PHS evaluation fund.

“ Drug Free Communities Program funding was provided to SAMHSA/CSAP via Interagency
Agreements.

TOTALS MAY NOT ADD DUE TO ROUNDING
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Exhibit A

Drug Methodology - Actual obligations of prior year drug control budgetary resources
are derived from the SAMHSA Unified Financial Management System (UFMS), PSC
Status of Funds by Allotment and Allowance Report.

(a) Obligations by Drug Control Function - SAMHSA distributes drug control funding
into two functions, prevention and treatment:

Prevention: This total reflects the sum of the actual obligations for:

CSAP’s Programs of Regional and National Significance (PRNS) direct funds,
excluding reimbursable authority obligations;

20% of the actual obligations of the Substance Abuse Prevention and Treatment
Block Grant (SAPTBG) funds, including obligations related to receipt of PHS
evaluation funds;

Drug Free Community Program funds provided by Interagency Agreements with
ONDCP; Y and,

Of the portion from SAMHSA Health Surveillance and Program Support funds,
including obligations related to receipt of PHS evaluation funds, the assumptions
are as follows:

0 Public Awareness and Support(PAS) funds were split 50/50 between
Substance Abuse and Mental Health and 20% of the Substance Abuse
portion is considered Prevention;

o0 Performance and Quality Information Systems (PQIS) funds were split
70/30 between Substance Abuse and Mental Health and 20% of the
Substance Abuse portion is considered Prevention;

0 20% of Program Support is considered Prevention;

0 Agency Wide initiatives were split 50/50 between Substance Abuse
and Mental Health and 20% of the Substance Abuse portion is
considered Prevention; and

0 20% of the Substance Abuse portions of Health Surveillance funding
is considered Prevention.

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

CSAT’s Programs of Regional and National Significance (PRNS) direct funds,
excluding reimbursable authority obligations, but including obligations related to
receipt of PHS Evaluation funds, and funding for SBIRT from the Prevention and
Public Health Fund

80% of the actual obligations of the Substance Abuse Prevention and Treatment
Block Grant (SAPTBG) funds, including obligations related to receipt of PHS
Evaluation funds; and,

Of the portion from SAMHSA Health Surveillance and Program Support funds,
including obligations related to receipt of PHS evaluation funds, the assumptions
are as follows:

0 Public Awareness and Support(PAS) funds were split 50/50 between
Substance Abuse and Mental Health and 80% of the Substance Abuse
portion is considered Treatment;

o0 Performance and Quality Information Systems (PQIS) funds were split
70/30 between Substance Abuse and Mental Health and 80% of the
Substance Abuse portion is considered Treatment;

0 80% of Program Support is considered Treatment;
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o Agency Wide initiatives were split 50/50 between Substance Abuse
and Mental Health and 80% of the Substance Abuse portion is
considered Treatment; and

0 80% of the Substance Abuse portions of Health Surveillance funding
is considered Treatment.

(b) Obligations by Budget Decision Unit - SAMHSA'’s budget decision units have been
defined by Attachment B, ONDCP Circular, Budget Formulation, dated May 1, 2007.
These units are:

e Programs of Regional and National Significance (PRNS) - Prevention (CSAP);

e Programs of Regional and National Significance (PRNS) - Treatment (CSAT);

e Substance Abuse Prevention and Treatment Block Grant (SAPTBG) -

(CSAT/CSAP); and

e Program Management” - SAMHSA.
¢ In addition to the above, the Drug Free Communities Program funds provided
by ONDCP through Interagency Agreements with SAMHSA are included as a
separate line item on the Table of Prior Year Drug Control Obligations.

Included in this Drug Control Accounting report for FY 2012 are 100% of the actual
obligations for these five budget decision units, minus reimbursements. Obligations
against funds provided to SAMHSA from the PHS evaluation fund are included.
Actual obligations of prior year drug control budgetary resources are derived from the
SAMHSA Unified Financial Management System (UFMS), PSC Status of Funds by
Allotment and Allowance Report.

2 Methodology M odifications— The methodology has been updated to coincide with the
SAMHSA change from one appropriation to four as described in the FY 2013
Congressional Justification. A key change includes the following:

e Program Management activities are represented in an 80%/20% ratio from the HSPS
appropriation for those activities supporting Treatment and Prevention (more details
in 1(a) of this document.)

(©)) Reprogrammings or Transfers— SAMHSA entered into Interagency Agreements with
ONDCP in the amount of $91,125,070 to fund activities of the Drug Free Communities
Program in FY 2012. SAMHSA had no other reportable reprogrammings or transfers in
FY 2012.

4) Other Disclosures — None.

Y The Drug Free Community Program is considered part of Prevention, but is reflected as a

separate line item on the Table of Prior Year Drug Control Obligations as it is a reimbursable

funding amount and not part of direct funding.

%/ Program Management is now shown within Health Surveillance and Program Support funds as
consistent with SAMHSA’s change from one appropriation to four appropriations.
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E{j OFFICE OF INSPECTOR GENERAL
e Department of Homeland Security
Washington, DC 20528 / www.oig.dhs.gov
JAN3 12013
MEMORANDUM FOR: Eugene H. Schied

Assistant Commissioner
U.S. Customs and Border Protection

g/ v,
FROM: Anne L. Richards &M/Kﬁ%&m}é

Assistant Inspector General for Audits

SUBJECT: Independent Review of U.S. Customs and Border
Protection’s Reporting of FY 2012 Drug Control Obligations

Attached for your information is our final report, Independent Review of U.S. Customs
and Border Protection’s Reporting of FY 2012 Drug Control Obligations. U.S. Customs
and Border Protection’s management prepared the Table of FY 2012 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.

We contracted with the independent public accounting firm KPMG LLP to perform the
review. KPMG LLP is responsible for the attached independent accountants’ report,
dated January 22, 2013, and the conclusions expressed in it. We do not express an
opinion on the Table of FY 2012 Drug Control Obligations and related disclosures. This
report contains no recommendations.

Consistent with our responsibility under the Iinspector General Act, we are providing
copies of our report to appropriate congressional committees with oversight and
appropriation responsibility over the Department of Homeland Security. We will post
the report on our website for public dissemination.

Please call me with any questions, or your staff may contact Mark Bell, Deputy Assistant
Inspector General for Audits, at (202) 254-4100.

Attachment




Department of Homeland Security
Office of Inspector General

Independent Review of U.S. Customs and
Border Protection’s Reporting of FY 2012
Drug Control Obligations
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KPMG LLP

Suite 12000

1801 K Street, NW
Washington, DC 20006

Independent Accountants’ Report

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

We have reviewed the accompanying Table of FY 2012 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, 2012. We have also reviewed the
accompanying management’s assertions for the year ended September 30, 2012. CBP’s
management is responsible for the preparation of the Table of FY 2012 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 2012 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 2012 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, except as described in the paragraph below, nothing came to our attention
that caused us to believe that (1) the Table of FY 2012 Drug Control Obligations and related
disclosures for the year ended September 30, 2012, 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.

In the accompanying management’s assertions for the year ended September 30, 2012,
management did not assert that the assumptions used in the estimation methods for determining
obligations by drug control decision were subjected to periodic review to confirm their
continued validity as required by section 6b(b) of the Circular. Additionally, management did
not provide supporting documentation evidencing the periodic review of those assumptions.

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.

KPMe P

January 22, 2013

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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ADDITIONAL INFORMATION AND COPIES

To obtain additional copies of this document, please call us at (202) 254-4100, fax your
request to (202) 254-4305, or e-mail your request to our Office of Inspector General
(OIG) Office of Public Affairs at: DHS-OIG.OfficePublicAffairs@oig.dhs.gov.

For additional information, visit our website at: www.oig.dhs.gov, or follow us on Twitter
at: @dhsoig.

OIG HOTLINE

To expedite the reporting of alleged fraud, waste, abuse or mismanagement, or any
other kinds of criminal or noncriminal misconduct relative to Department of Homeland
Security (DHS) programs and operations, please visit our website at www.oig.dhs.gov
and click on the red tab titled "Hotline" to report. You will be directed to complete and,
submit an automated DHS OIG Investigative Referral Submission Form. Submission
through our website ensures that your complaint will be promptly received and
reviewed by DHS OIG.

Should you be unable to access our website, you may submit your complaint in writing
to: DHS Office of Inspector General, Attention: Office of Investigations Hotline, 245
Murray Drive, SW, Building 410/Mail Stop 2600, Washington, DC, 20528; or you may
call 1 (800) 323-8603; or fax it directly to us at (202) 254-4297.

The OIG seeks to protect the identity of each writer and caller.
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@) OFFICE OF INSPECTOR GENERAL
e Department of Homeland Security
Washington, DC 20528 / www.oig.dhs.gov
JANZ 9 203
MEMORANDUM FOR: Edward Johnson

Chief Financial Officer
Federal Emergency Management Agency

FROM: Anne L. Richards ng)W&//QXM

Assistant Inspector General for Audits

SUBJECT: Independent Review of the Federal Emergency
Management Agency’s Reporting of FY 2012 Drug Control
Obligations

Attached for your information is our final report, Independent Review of the Federal
Emergency Management Agency’s Reporting of FY 2012 Drug Control Obligations.
Federal Emergency Management Agency’s management prepared the Table of Prior
Year Drug Control Obligations and the accompanying Unreasonable Burden Statement
to comply with the requirements of the Office of National Drug Control Policy Circular,
Drug Control Accounting, dated May 1, 2007.

We contracted with the independent public accounting firm KPMG LLP to perform the
review. KPMG LLP is responsible for the attached independent accountants’ report,
dated January 18, 2013, and the conclusions expressed in it. We do not express an
opinion on the Table of Prior Year Drug Control Obligations or the accompanying
Unreasonable Burden Statement. This report contains no recommendations.

Consistent with our responsibility under the Inspector General Act, we are providing
copies of our report to appropriate congressional committees with oversight and
appropriation responsibility over the Department of Homeland Security. We will post
the report on our website for public dissemination.

Please call me with any questions, or your staff may contact Mark Bell, Deputy Assistant
Inspector General for Audits, at (202) 254-4100.

Attachment
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KPMG LLP

Suite 12000

1801 K Street, NW
Washington, DC 20006

Independent Accountants’ Report

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

We have reviewed the accompanying Table of Prior Year Drug Control Obligations of the U.S.
Department of Homeland Security’s (DHS) Federal Emergency Management Agency (FEMA) for the year
ended September 30, 2012. We have also reviewed the accompanying statement that full compliance with
the Office of National Drug Control Policy (ONDCP) Circular, Drug Control Accounting, dated May 1,
2007 (the Circular) would constitute an unreasonable burden (Unreasonable Burden Statement). FEMA’s
management is responsible for the preparation of the Table of Prior Year Drug Control Obligations and the
Unreasonable Burden Statement (collectively the Alternative Report).

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 Alternative Report. Accordingly,
we do not express such an opinion.

Management of FEMA prepared the Alternative Report to comply with the requirements of the Circular.

Based on our review, nothing came to our attention that caused us to believe that the Table of Prior Year
Drug Control Obligations and Unreasonable Burden Statement for the year ended September 30, 2012, are
not presented, in all material respects, in conformity with the Circular. The information included in the
ONDCP Performance Summary Report section is presented for the purposes of additional analysis and is
not a required part of the Alternative Report. Such information has not been subjected to the review
procedures applied in the review of the Alternative Report and, accordingly, we do not provide any
assurance on the ONDCP Performance Summary Report section.

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

KPMe LIP

January 18, 2013

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
Washington, DC20472

January 18, 2013

MEMORANDUM FOR: Ms. Anne L. Richards
Assistant Inspector General for Audit
U.S. Department of Homeland Security

FROM: David J. Kaufman
Acting Assistant Administrator, Grant Programs Directorate

SUBJECT: FY 2012 Office of National Drug Control Policy (ONDCP)
Alternative Report-Federal Emergency Management Agency (FEMA)

Attached for your review and response is the ONDCP 2012 Alternative Report and Performance
Summary Report for FEMA. As required by the ONDCP Circular: Drug Control Accounting dated
May 1, 2007, the report show that FEMA’s 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 Grant Programs Directorate at ASKCsid@fema.gov.

Attachments:

ONDCP Alternative Report — FEMA Resource Summary
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U.S. Department of Homeland Security
Washington, DC20472

ONDCP 2012 Alternative Report - FEMA Resource Summary

Prior Year Drug Control FY 2009 FY 2010 FY 2011 FY 2012
Obligations

Function: State and Local
Assistance

Decision Unit: Operation $28,249,460 | $25,903,027 | $23,826,599 $20,500,000
Stonegarden Grant Program

The information above represents data submitted by grantees reflecting the total funding obligated to
grantees (drawdowns) for personnel costs as a percentage of total OPSG awards for the Fiscal Years
2009, 2010, and 2011. Since data is not yet available for FY 2012, based on the two most recent
years’ draw downs, FEMA estimates the amount of funding that will be drawn down by grantees on
personnel costs will be similar and approximately 44.0%, equivalent to $20.5 million (out of a total
obligation of $46.6 million for OPSG). Total obligations from OPSG to grantees for drug
interdiction are likely less than $1 million/year, but, because all personnel costs are reported
together, the specific amounts obligated for drug enforcement cannot be determined.

There are two funding categories for which grantees can use OPSG funds: equipment and
organization (personnel). Since no equipment is purchased for drug interdiction using OPSG funds,
personnel costs are the only category of funds used to estimate possible drug interdiction activities
under this grant program. Personnel activities supported with OPSG funds include protection from
various criminal activities such as (in order of prevalence): vehicle stops, citations for offenses
including drinking and driving, penal violations as well as minor and significant seizures (which
may include firearms, stolen goods and drugs).

Pursuant to provisions in Paragraph 9 of the ONDCP Circular issued May 1, 2007, I hereby state that
full compliance with this Circular constitutes an unreasonable reporting burden on the agency and
that the obligations reported under this section constitute the statutorily required detailed accounting.

David J. Kaufman, Acting Assistant Administrator Date
Grant Programs Directorate
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ADDITIONAL INFORMATION AND COPIES

To obtain additional copies of this document, please call us at (202) 254-4100, fax your
request to (202) 254-4305, or e-mail your request to our Office of Inspector General
(OIG) Office of Public Affairs at: DHS-OIG.OfficePublicAffairs@oig.dhs.gov.

For additional information, visit our website at: www.oig.dhs.gov, or follow us on Twitter
at: @dhsoig.

OIG HOTLINE

To expedite the reporting of alleged fraud, waste, abuse or mismanagement, or any
other kinds of criminal or noncriminal misconduct relative to Department of Homeland
Security (DHS) programs and operations, please visit our website at www.oig.dhs.gov
and click on the red tab titled "Hotline" to report. You will be directed to complete and,
submit an automated DHS OIG Investigative Referral Submission Form. Submission
through our website ensures that your complaint will be promptly received and
reviewed by DHS OIG.

Should you be unable to access our website, you may submit your complaint in writing
to: DHS Office of Inspector General, Attention: Office of Investigations Hotline, 245
Murray Drive, SW, Building 410/Mail Stop 2600, Washington, DC, 20528; or you may
call 1 (800) 323-8603; or fax it directly to us at (202) 254-4297.

The OIG seeks to protect the identity of each writer and caller.
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JAN 9 9 2013

MEMORANDUM FOR: Connie L. Patrick
Director
Federal Law Enforcement Training Center

FROM: Anne L. Richards LZW/{W

Assistant Inspector General for Audits

SUBJECT: Independent Review of the Federal Law Enforcement
Training Center’s Reporting of FY 2012 Drug Control
Obligations

Attached for your information is our final report, Independent Review of the Federal Law
Enforcement Training Center’s Reporting of FY 2012 Drug Control Obligations. Federal
Law Enforcement Training Center’s management prepared the Table of Prior Year Drug
Control Obligations and the accompanying Unreasonable Burden Statement to comply
with the requirements of the Office of National Drug Control Policy Circular, Drug
Control Accounting, dated May 1, 2007. ’

We contracted with the independent public accounting firm KPMG LLP to perform the
review. KPMG LLP is responsible for the attached independent accountants’ report,
dated January 18, 2013, and the conclusions expressed in it. We do not express an
opinion on the Table of Prior Year Drug Control Obligations or the accompanying
Unreasonable Burden Statement. This report contains no recommendations.

Consistent with our responsibility under the Inspector General Act, we are providing
copies of our report to appropriate congressional committees with oversight and
appropriation responsibility over the Department of Homeland Security. We will post
the report on our website for public dissemination.

Please call me with any questions, or your staff may contact Mark Bell, Deputy Assistant
Inspector General for Audits, at (202) 254-4100.

Attachment
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KPMG LLP

Suite 12000

1801 K Street, NW
Washington, DC 20006

Independent Accountants’ Report

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

We have reviewed the accompanying Table of Prior Year Drug Control Obligations of the U.S.
Department of Homeland Security’s (DHS) Federal Law Enforcement Training Center (FLETC) for the
year ended September 30, 2012. We have also reviewed the accompanying statement that full compliance
with the Office of National Drug Control Policy (ONDCP) Circular, Drug Control Accounting, dated
May 1, 2007 (the Circular) would constitute an unreasonable burden (Unreasonable Burden Statement).
FLETC’s management is responsible for the preparation of the Table of Prior Year Drug Control
Obligations and the Unreasonable Burden Statement (collectively the Alternative Report).

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 Alternative Report.
Accordingly, we do not express such an opinion.

Management of FLETC prepared the Alternative Report to comply with the requirements of the Circular.

Based on our review, nothing came to our attention that caused us to believe that the Table of Prior Year
Drug Control Obligations and Unreasonable Burden Statement for the year ended September 30, 2012, are
not presented, in all material respects, in conformity with the Circular. The information included in the
ONDCP Performance Summary Report section is presented for the purposes of additional analysis and is
not a required part of the Alternative Report. Such information has not been subjected to the review
procedures applied in the review of the Alternative Report, and accordingly, we do not provide any
assurance on the ONDCP Performance Summary Report section.

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

KPMe LP

January 18, 2013

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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ADDITIONAL INFORMATION AND COPIES

To obtain additional copies of this document, please call us at (202) 254-4100, fax your
request to (202) 254-4305, or e-mail your request to our Office of Inspector General
(OIG) Office of Public Affairs at: DHS-OIG.OfficePublicAffairs@oig.dhs.gov.

For additional information, visit our website at: www.oig.dhs.gov, or follow us on Twitter
at: @dhsoig.

OIG HOTLINE

To expedite the reporting of alleged fraud, waste, abuse or mismanagement, or any
other kinds of criminal or noncriminal misconduct relative to Department of Homeland
Security (DHS) programs and operations, please visit our website at www.oig.dhs.gov
and click on the red tab titled "Hotline" to report. You will be directed to complete and,
submit an automated DHS OIG Investigative Referral Submission Form. Submission
through our website ensures that your complaint will be promptly received and
reviewed by DHS OIG.

Should you be unable to access our website, you may submit your complaint in writing
to: DHS Office of Inspector General, Attention: Office of Investigations Hotline, 245
Murray Drive, SW, Building 410/Mail Stop 2600, Washington, DC, 20528; or you may
call 1 (800) 323-8603; or fax it directly to us at (202) 254-4297.

The OIG seeks to protect the identity of each writer and caller.
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N*®g.) OFFICE OF INSPECTOR GENERAL
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Washington, DC 20528 / www.oig.dhs.gov
JAN 2 9 2013
MEMORANDUM FOR: Radha Sekar

Acting Executive Associate Director
Management and Administration
U.S. Immigration and Customs Enforcement

FROM: Anne L. Richards C.ZWX/LQZM,)Z

Assistant Inspector General for Audits

SUBJECT: Independent Review of U.S. Immigration and Customs
Enforcement’s Reporting of FY 2012 Drug Control
Obligations

Attached for your information is our final report, Independent Review of U.S.
Immigration and Customs Enforcement’s Reporting of FY 2012 Drug Control Obligations.
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.

We contracted with the independent public accounting firm KPMG LLP to perform the
review. KPMG LLP is responsible for the attached independent accountants’ report,
dated January 22, 2013, and the conclusions expressed in it. We do not express an
opinion on the Table of Prior Year Drug Control Obligations or related disclosures. This
report contains no recommendations.

Consistent with our responsibility under the Inspector General Act, we are providing
copies of our report to appropriate congressional committees with oversight and
appropriation responsibility over the Department of Homeland Security. We will post
the report on our website for public dissemination.

Please call me with any questions, or your staff may contact Mark Bell, Deputy Assistant
Inspector General for Audits, at (202) 254-4100.

Attachment
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KPMG LLP

Suite 12000

1801 K Street, NW
Washington, DC 20006

Independent Accountants’ Report

Deputy 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, 2012. We have also reviewed the accompanying management’s assertions
for the year ended September 30, 2012. 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, except as described in the paragraph below, 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, 2012 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.

In the Table of Prior Year Drug Control Obligations and related disclosures for the year ended
September 30, 2012, management utilized and disclosed a revised methodology for calculating the
obligations related to both domestic and international intelligence operations that was not approved by
ONDCP as required by section 6a(1)(b) of the Circular.

The information included in Exhibit 1 to the Table of Prior Year Drug Control Obligations, is presented for
the purposes of additional analysis and is not a required part of the Table of Prior Year Drug Control
Obligations, related disclosures, and management’s assertions. Such information has not been subjected to
the review procedures applied in the review of the Table of Prior Year Drug Control Obligations, related
disclosures, and management’s assertions, and accordingly, we do not provide any assurance on this
information.

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.

KPMme P

January 22, 2013

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



Office of National Drug Control Policy: FY2012 Accounting of Drug Control Funds




Office of National Drug Control Policy: FY2012 Accounting of Drug Control Funds

-1-

U.S. Department of Homeland Security
U.S. Immigration and Customs Enforcement
Detailed Accounting Submission of Drug Control Funds during FY 2012

A. Table of Prior Year Drug Control Obligations

Drug Resources by Budget Decision Unit and Function:

FY 2012 Final
(In Millions)
Salaries and Expense
Domestic Investigations $476.918
International Affairs $7.216
Intelligence: Domestic $15.991
Intelligence: International $0.768
Total Salaries and Expense $500.893
Total Funding $500.893
High Intensity Drug Trafficking Area (HIDTA) Transfer $1.335

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 investigative
work they perform in this system which interfaces with TECS, a system used to identify and
report case hours coded to specific investigative categories. Following the close of the fiscal
year, ICE uses TECS reports to identify and report the total investigative case hours that are
coded as general narcotics cases and money laundering narcotics cases. A second TECS
report shows 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 2012, the
actual percentage for Domestic Investigations was 28.2%. To calculate a dollar amount of
obligations, this percentage was applied to actual obligations incurred by Domestic
Investigations, excluding reimbursable authority. ICE uses the Federal Financial
Management System (FFMS) to identify the 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 system. Following the close of the
fiscal year, a TECS report is run showing investigative case hours that are coded as general
narcotics cases and money laundering narcotics cases. A second report is run showing all
investigative case hours logged. A percentage is derived by dividing the number of
investigative case hours linked to drug control activities by the total number of investigative
case hours. For International Affairs, the actual percentage of hours that were counter-
narcotics related was 6.3% in FY 2012. 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 intelligence case hours recorded in ICE’s
automated Case Management System. ICE intelligence officers record the type of work they
perform in this system, which interfaces with the TECS system. 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 logged for Intelligence. For FY 2012, 22.0% of the total case hours
for Intelligence were in support of drug control activities. To calculate a dollar amount of
drug control 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.

ICE officers provide intelligence services for Domestic Investigations and International
Affairs to support criminal investigations aimed at disrupting and dismantling criminal
organizations involved in transnational drug trade and associated money laundering crimes.
Intelligence case hours recorded in TECS are not designated domestic or international,
although Intelligence equally supports both transnational and domestic criminal
investigations that are conducted by Domestic Investigations as well as International Affairs
and both together. ICE takes the total investigative hours in TECS for agents overseas
divided by the total investigative hours in TECS (both domestic and international) to obtain a
percentage of the total investigative hours that are international. The resulting percentage is
used to determine the amount of work that Intelligence does for international activities (4.58
%) and domestic activities (95.42%) The respective percentages are applied to the total
Intelligence drug related obligations as determined above to identify the relative international
and domestic obligations expended by Intelligence for drug control activities.
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Disclosure No. 2: Methodology Modifications

In FY 2012, ICE revised the method for determining Intelligence obligations that are domestic
and international. The previous method was based on the ratio of Requests for Information (RFI)
prepared for International Affairs and Domestic Investigations that were recorded in the
Intelligence Information Management System (IIMS). Beginning in FY 2012, ICE revised the
process and criteria for designating RFI to align with the DHS Intelligence Enterprise Policy
Directive 8310 (DHS PD8310). As a result, the scope of intelligence products that meet the RFI
criteria specified by DHS PD8310 changed, and henceforth, fewer RFI were recorded in 1IMS.
Additionally, ICE found the international/domestic ratio of RFI requests recorded in 1IMS no
longer reflected Intelligence products nor workload that were international or domestic.
Consequently, ICE revised the methodology used to identify Intelligence drug related obligations
that are domestic or international. The new method uses the relative TECS investigative case
hours that are domestic or international. ICE has initiated discussion to obtain ONDCP approval
of the change to the methodology.

Disclosure No. 3: Material Weaknesses or Other Findings

In the Fiscal Year 2012 Financial Statement Audit, ICE contributed to material weaknesses at the
Department of Homeland Security consolidated financial statement level.

During FY 2012, ICE continued to have issues with the validity of undelivered orders (UDO).
Verification and validation (V&V) reviews performed by ICE financial managers indicate
reliance on responses from field office personnel to determine the validity of open obligations
which are sometimes inaccurate, or do not provide sufficient information for the ICE financial
managers to make an informed decision about the balance, rendering the V&YV process
ineffective. ICE’s verification and validation process was not adequate to identify invalid UDOs,
which resulted in the overstatement of undelivered orders, as obligations are not closed out in a
timely manner. Additionally, ICE does not have an effective process to match advances to
obligations at the transaction level. In FY 2013, ICE is identifying immediate steps to review the
Open Document File for all undelivered orders, and close out and deobligate any invalid UDOs.
Additionally, a longer-term solution will involve the end-to-end review the obligations
management process, determine improvement areas, and identify long-term solutions.

The contributions to material weaknesses identified above did not impair ICE's ability to report
complete and accurate obligation data in the Table of Prior Year Drug Control Obligations.

Disclosure No. 4: Reprogrammings or Transfers

No Reprogrammings or Transfers of drug-related budget resources occurred during FY 2012.

Disclosure No. 5: Other Disclosures
There are no other disclosures, which we feel are necessary to clarify any issues regarding the
data reported.
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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 system discussed
in the methodology section above and is based on work performed between October 1, 2011 and
September 30, 2012. There are no other estimation methods used. The 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.

ICE revised the methodology used to determine overseas and domestic intelligence drug
obligations to maintain conformance to ONDCP circular requirements. ICE did not obtain
advance ONDCP approval of the revised methodology, but we have initiated contact with
ONDCP to discuss and obtain their approval.

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 2012. The
data presented are associated with obligations against a financial plan that was sent to ONDCP in
FY 2012.

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 2012.
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ADDITIONAL INFORMATION AND COPIES

To obtain additional copies of this document, please call us at (202) 254-4100, fax your
request to (202) 254-4305, or e-mail your request to our Office of Inspector General
(OIG) Office of Public Affairs at: DHS-OIG.OfficePublicAffairs@oig.dhs.gov.

For additional information, visit our website at: www.oig.dhs.gov, or follow us on Twitter
at: @dhsoig.

OIG HOTLINE

To expedite the reporting of alleged fraud, waste, abuse or mismanagement, or any
other kinds of criminal or noncriminal misconduct relative to Department of Homeland:
Security (DHS) programs and operations, please visit our website at www.oig.dhs.gov
and click on the red tab titled "Hotline" to report. You will be directed to complete and
submit an automated DHS OIG Investigative Referral Submission Form. Submission
through our website ensures that your complaint will be promptly received and
reviewed by DHS OIG.

Should you be unable to access our website, you may submit your complaint in writing
to: DHS Office of Inspector General, Attention: Office of Investigations Hotline, 245
Murray Drive, SW, Building 410/Mail Stop 2600, Washington, DC, 20528; or you may
call 1 (800) 323-8603; or fax it directly to us at (202) 254-4297.

The OIG seeks to protect the identity of each writer and caller.
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S Department of Homeland Security
Washington, DC 20528 / www.oig.dhs.gov
JAN 2 9 2013
MEMORANDUM FOR: Rear Admiral Stephen P. Metruck

Chief Financial Officer
U.S. Coast Guard

FROM: Anne L. Richards CWXMN/;

Assistant Inspector General for Audits

SUBJECT: Independent Review of U.S. Coast Guard’s Reporting of
FY 2012 Drug Control Obligations

Attached for your information is our final report, Independent Review of U.S. Coast
Guard’s Reporting of FY 2012 Drug Control Obligations. U.S. Coast Guard’s management
prepared the Table of FY 2012 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.

We contracted with the independent public accounting firm KPMG LLP to perform the
review. KPMG LLP is responsible for the attached Independent Accountants’ Report,
dated January 22, 2013, and the conclusions expressed in it. We do not express an
opinion on the Table of FY 2012 Drug Control Obligations and related disclosures. This
report contains no recommendations.

Consistent with our responsibility under the Inspector General Act, we are providing
copies of our report to appropriate congressional committees with oversight and
appropriation responsibility over the Department of Homeland Security. We will post
the report on our website for public dissemination.

Please call me with any questions, or your staff may contact Mark Bell, Deputy Assistant
Inspector General for Audits, at (202) 254-4100.

Attachment



Department of Homeland Security
Office of Inspector General

Independent Review of U.S. Coast Guard’s Reporting
of FY 2012 Drug Control Obligations

OI1G-13-31 January 2013
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KPMG LLP

Suite 12000

1801 K Street, NW
Washington, DC 20006

Independent Accountants’ Report

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

We have reviewed the accompanying Table of FY 2012 Drug Control Obligations and related disclosures
of the U.S. Department of Homeland Security’s (DHS) United States Coast Guard (USCG) for the year
ended September 30, 2012. We have also reviewed the accompanying management’s assertions for the
year ended September 30, 2012. USCG’s management is responsible for the Table of FY 2012 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 USCG prepared the Table of FY 2012 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 2012
Drug Control Obligations and related disclosures for the year ended September 30, 2012 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 USCG, 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.

KPMe LLP

January 22, 2013

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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Commandant 2100 Second Street, S.W.

United States Coast Guard Washington, DC 20593-0001
Staff Symbol: CG-821
Phone: (202) 372-3513
Fax: (202)372-2311
Email:John.F.McCarthy@uscg.mil

U.S. Department of
Homeland Security

United States
Coast Guard

7110

JAN 22 2013

Ms. Sandra John

Department of Homeland Security
Director of Financial Management
Office of the Inspector General

Dear Ms. John,

In accordance with the Office of National Drug Control Policy Circular: Annual Accounting of
Drug Control Funds dated May 1, 2007, enclosed is the Coast Guard’s FY 2012 Detailed

Accounting Submission.

If you require further assistance on this information, please contact LCDR John McCarthy at
(202) 372-3513.

Sincerely,

%JAJ .Mﬁrw({.

A.J.TT GSON
Captain, U.S. Coast Guard
Chief, Office of Budget and Programs

Enclosures:
(1) USCG FY 2012 Detailed Accounting Submission

Copy: DHS Budget Office
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DEPARTMENT OF HOMELAND SECURITY
UNITED STATES COAST GUARD
Detailed Accounting Submission of FY 2012 Drug Control Funds

DETAILED ACCOUNTING SUBMISSION
A. Table of FY 2012 Drug Control Obligations

RESOURCE SUMMARY
(Dollars in Millions) 2012 Actual
Drug Resources by Drug Control Function: Obligations
e Interdiction $1,296.14
e Research and Development $5.579

Total Resources by Function $1,301.719

Drug Resources by Budget Decision Unit:

e Operating Expenses (OE) $852.850
e Reserve Training (RT) $16.007
e Acquisition, Construction, and Improvements (AC&lI) $427.283
e Research, Development, Test and Evaluation (RDT&E) $5.579

Total Drug Control Obligations $1,301.719

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 the 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 and operational employment data.

The 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 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.)

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 is derived as 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.
Within the OE and RT decision units the direct, support, and overhead costs of Coast Guard assets are
coupled with the employment of these assets across the Coast Guard’s 11 statutory missions.
Obligations within the drug interdiction program are derived by allocating a share of the actual
obligations of assets and activities based upon the percent of time aircraft, cutters, and boats spent
conducting drug interdiction activities (as reported in web-based data collection systems).

The two chief input drivers to the MCM are:

e The Coast Guard’s Standard Rate and User Fee (SRUF) - The SRUF model calculates the total cost,
including direct, support and overhead, of operating the Coast Guard’s assets, as well as missions or
services that the Coast Guard performs but does not have related standard rates or user fees.

e Abstract of Operations (AOPS) and Aviation Logistics Management Information System (ALMIS) -
Cutter and boat activities (i.e. underway hours) are captured by AOPS system while aircraft operational
hours (flight time) are entered into ALMIS. Expenses allocated to missions or services, and not assets,
are driven to each of the employment categories by percentages. Those percentages are determined by
surveys of those activities (e.g. Marine Safety units).

The Coast Guard tracks the resource hours spent on each of the 11 Coast Guard statutory missions
using AOPS and ALMIS. This data is then used to determine the amount of time each asset class
spends conducting each Coast Guard mission as a ratio of the total resource hours spent on all missions.
In addition, using financial data gathered from over 3,000 cost centers around the United States along
with the AOPS and ALMIS 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.

By design, the MCM is based on the OE decision unit. While mission-program spreads derived from
MCM can be directly applied to OE and RT decision units, AC&I and RDT&E decision units must be
calculated separately. This is due to the structure of the AC&I and RDT&E decision units, which are
presented as individual projects in the Coast Guard’s budget submission. Within AC&I and RDT&E,
individual projects are allocated to missions based on an established profile (largely based on
utilization). The drug interdiction attributions of each of these projects are then combined to determine
the total contribution to the drug interdiction mission.

The program percentages derived from the MCM are applied to OE, RT, AC&I and RDT&E decision
units per the above methodology (see Attachments A, B, C and D, respectively). Obligation data is
derived from the final financial accounting Report on Budget Execution (SF-133).
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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 FY 2012 Independent Auditors’ Report, the Coast Guard
contributed to Departmental material weaknesses in the following internal control areas: financial
reporting, property management, and environmental and other liabilities. Despite these internal
controls material weaknesses, the Coast Guard can provide reasonable assurance that obligations data
presented is fairly reported.

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. As of November 15, 2012, the
Coast Guard has helped the Department of Homeland Security achieve a qualified audit opinion on all
the FY 2012 DHS financial statements.

Per the DHS FY 2012 Annual Financial Report, the Coast Guard made significant improvements to
previously reported material weaknesses contributing to the progress of strengthening Department-wide
internal controls over financial reporting. Specifically, Coast Guard corrective actions significantly
reduced risk related to financial scripts and Fund Balance with Treasury reconciliations resulting in
reducing the severity of IT Controls and System Functionality and fully remediating weaknesses related
to Fund Balance with Treasury. In addition, the U.S. Coast Guard implemented the Audit Command
Language as a mitigating control and reduced the severity of weaknesses related to Budgetary
Accounting.

4) Reprogrammings or Transfers

During FY 2012, the Coast Guard had no reports of 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 2012 Drug Control Funds
reporting which describes:

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

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 repeatable and is based on
the attribution of direct, support and overhead costs proportionally allocated to reflect historical mission
employment data presented in AOPS. This methodology is consistently used by the Coast Guard to
develop 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:
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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.

¢) Financial Systems — Financial data used in this methodology are derived from the Core
Accounting system (CAS) and Surface Forces Logistics Center (SFLC) systems. No other
financial system or information is used in developing program or mission area allocations.
Although the Coast Guard has not fully implemented corrective actions to remediate
weaknesses identified by the independent auditors during the annual DHS CFO Act audits, the
Coast Guard can provide reasonable assurances to the effectiveness of internal controls over
budgetary resource management. To mitigate the risk of inaccurate or incomplete accounting
records, compensating controls including transactional level ACL tie points analytics,
substantive testing over budget authority and reimbursable agreements, fund controls enacted in
field-level financial systems, and quarterly reviews over open transactions significantly
minimize the risk of potential misstatements.

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 2012, 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 the Coast Guard a Fund Control Notice for FY 2012.
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Attachment A

OPERATING EXPENSES (OE)
MISSION COST MODEL OUTPUT:

(dollars in thousands)
FY 2012
Obligations % of total

. Search and Rescue (SAR) 812,482 11.53%
. Marine Safety (MS) 654,840 9.29%
. Aids to Navigation (ATON) 1,355,514 19.23%
. Ice Operations (10) 95,824 1.36%
. Marine Environmental Protection (MEP) 169,543 2.41%
. Living Marine Resources (LMR) 633,288 8.98%
. Drug Interdiction 852,850 12.10%
. Other Law Enforcement (OTH-LE) 99,508 1.41%
. Migrant Interdiction 488,870 6.94%
. Ports, Waterways & Coastal Security (PWCS) 1,531,624 21.73%
. Defense Readiness 354,291 5.03%

Total OE Obligations| $ 7,048,634 100%
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Attachment B

RESERVE TRAINING (RT)
MISSION COST MODEL OUTPUT:

10.

11.

(dollars in thousands)
FY 2012
Obligations % of total

. Search and Rescue (SAR) 15,249 11.53%
. Marine Safety (MS) 12,291 9.29%
. Aids to Navigation (ATON) 25,441 19.23%
. Ice Operations (10) 1,799 1.36%
. Marine Environmental Protection (MEP) 3,182 2.41%
. Living Marine Resources (LMR) 11,886 8.98%
. Drug Interdiction 16,007 12.10%
. Other Law Enforcement (OTH-LE) 1,868 1.41%
. Migrant Interdiction 9,176 6.94%
Ports, Waterways & Coastal Security (PWCS) 28,747 21.73%
Defense Readiness 6,650 5.03%
Total RT Obligations| $ 132,295 100%
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Attachment C

ACQUISITION, CONSTRUCTION and IMPROVEMENTS
(AC&I) MISSION COST MODEL OUTPUT:

(dollars in thousands)
FY 2012
Obligations % of total

1. Search and Rescue (SAR) 99,652 8.08%
2. Marine Safety (MS) 7,280 0.59%
3. Aids to Navigation (ATON) 35,522 2.88%
4. Ice Operations (10) 16,862 1.37%
5. Marine Environmental Protection (MEP) 9,510 0.77%
6. Living Marine Resources (LMR) 241,155 19.55%
7. Drug Interdiction 427,283 34.64%
8. Other Law Enforcement (OTH-LE) 66,980 5.43%
9. Migrant Interdiction 102,194 8.28%
10. Ports, Waterways & Coastal Security (PWCS) 105,978 8.59%
11. Defense Readiness 121,252 9.83%
Total AC&I Obligations| $ 1,233,669 100%
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Attachment D

RESEARCH, DEVELOPMENT, TEST and EVALUATION
(RDT&E) MISSION COST MODEL OUTPUT:

. Search and Rescue (SAR)

. Marine Safety (MS)

. Aids to Navigation (ATON)

. Ice Operations (10)

. Marine Environmental Protection (MEP)
. Living Marine Resources (LMR)

. Drug Interdiction

. Other Law Enforcement (OTH-LE)

. Migrant Interdiction

Ports, Waterways & Coastal Security (PWCYS)

Defense Readiness
Total RDT&E Obligations

(dollars in thousands)

FY 2012
Obligations % of total

8,094 21.15%
3,400 8.88%
2,007 5.24%

650 1.70%

6,640 17.35%
2,531 6.61%
5,579 14.58%

683 1.78%

2,554 6.67%
4,744 12.40%
1,384 3.62%

$ 38,267 100%
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ADDITIONAL INFORMATION AND COPIES

To obtain additional copies of this document, please call us at (202) 254-4100, fax your
request to (202) 254-4305, or e-mail your request to our Office of Inspector General
(OIG) Office of Public Affairs at: DHS-OIG.OfficePublicAffairs@oig.dhs.gov.

For additional information, visit our website at: www.oig.dhs.gov, or follow us on Twitter
at: @dhsoig.

OIG HOTLINE

To expedite the reporting of alleged fraud, waste, abuse or mismanagement, or any
other kinds of criminal or noncriminal misconduct relative to Department of Homeland
Security (DHS) programs and operations, please visit our website at www.oig.dhs.gov
and click on the red tab titled "Hotline" to report. You will be directed to complete and,
submit an automated DHS OIG Investigative Referral Submission Form. Submission
through our website ensures that your complaint will be promptly received and
reviewed by DHS OIG.

Should you be unable to access our website, you may submit your complaint in writing
to: DHS Office of Inspector General, Attention: Office of Investigations Hotline, 245
Murray Drive, SW, Building 410/Mail Stop 2600, Washington, DC, 20528; or you may
call 1 (800) 323-8603; or fax it directly to us at (202) 254-4297.

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




Office of National Drug Control Policy: FY2012 Accounting of Drug Control Funds

Tab F
Department of
the Interior



Office of National Drug Control Policy: FY2012 Accounting of Drug Control Funds




Office of National Drug Control Policy: FY2012 Accounting of Drug Control Funds




Office of National Drug Control Policy: FY2012 Accounting of Drug Control Funds




Office of National Drug Control Policy: FY2012 Accounting of Drug Control Funds




Office of National Drug Control Policy: FY2012 Accounting of Drug Control Funds




Office of National Drug Control Policy: FY2012 Accounting of Drug Control Funds

To:  Director, DOI Office of Budget
From: Budget Officer, National Park Service
Subject: Fiscal Year 2012 Accounting Summary for the Office of National Drug Control Policy

Attached for your review and response is the ONDCP 2012 Accounting Report for the National Park
Service.

The report is presented in place of the Detailed Accounting Submission 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. NPS management asserts that full conipliance would
be an unreasonable burden and that the obligations reported constitute the statutorily required

detailed accounting.

If you have any questions, please contact Sonya Rowe at 202-513-7231.

Attachment
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Aftachment 1

ONDCP 2012 Accounting Report - National Park Service
Resource Summary

Prior Year Drug Control Obligations FY 2012
Full compliance with this Circular would constitute an unreasonable reporting burden. Obligaticns

reported under this section constitute the statutorily required detailed accounting.

($000) FY 2012
Function: Investigations 3,700
Total ALL Functions 3,700
Decision Unit: National Park Protection 3,700
Total ALL Decision Units 3,700
Drug Resource Summary of Personnel
Total Direct FTE Only 34

Jannite Mydalls, Budget oiiet
313

Date

tle
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Tab G
Department of Justice



Office of National Drug Control Policy: FYZO%HWMM&CC
Office of the Inspector General

January 30, 2013

Mr. Jon Rice

Associate Director

Office of Performance and Budget
Office of National Drug Control Policy
Washington, D.C. 203503

Dear Mr. Rice:

This letter transmits the fiscal year 2012 attestation review reports
from the U.S. Department of Justice. The attestation review reports, the
annual detailed accounting of funds obligated by each drug control
program agency, and the performance summaries are 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.

If you have any questions, please contact me at (202) 514-3435 or
Mark L. Hayes, Director, Financial Statement Audit Office, at
(202) 616-4660.

Sincerely,

Michael E. Horowitz
Inspector General

Enclosure
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Lee J. Lofthus

Assistant Attorney General
for Administration

Chief Financial Officer

Justice Management Division

Karin O’Leary

Director

Budget Staff

Justice Management Division

Mikki Atsatt

Deputy Director of Programs
and Performance

Budget Staff

Justice Management Division

Steven Gill

Assistant Director

Budget Staff

Law Enforcement and Corrections Group
Justice Management Division

Jill R. Meldon

Assistant Director

Budget Staff

Planning and Performance Group
Justice Management Division
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ANNUAL ACCOUNTING AND AUTHENTICATION OF
DRUG CONTROL FUNDS AND RELATED PERFORMANCE
FISCAL YEAR 2012

EXECUTIVE SUMMARY

This report contains the attestation review reports of the
U.S. Department of Justice’s Assets Forfeiture Fund, Criminal Division, Drug
Enforcement Administration, Federal Bureau of Prisons, Office of the Federal
Detention Trustee, Office of Justice Programs, Offices of the United States
Attorneys, Organized Crime Drug Enforcement Task Forces Program, and
United States Marshals Service’s annual accounting and authentication of
drug control funds and related performance for the fiscal year ended
September 30, 2012. 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. 81704(d), as implemented by the Office of National Drug Control
Policy Circular, Drug Control Accounting, dated May 1, 2007.

The National Drug Intelligence Center’s (NDIC) fiscal year 2012 drug
control obligations were less than $50 million. Furthermore, NDIC
discontinued operations effective June 16, 2012. Therefore, pursuant to the
unreasonable burden exception in paragraph 9 of the Office of National Drug
Control Policy Circular, Drug Control Accounting, dated May 1, 2007, we did
not perform an attestation review of NDIC. However, we have presented
NDIC’s limited report containing its Table of Drug Control Obligations and
Performance Information within this report.

The Office of the Inspector General prepared the attestation review
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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ANNUAL ACCOUNTING AND AUTHENTICATION OF
DRUG CONTROL FUNDS AND RELATED PERFORMANCE

FISCAL YEAR 2012
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Office of the Inspector General’s Independent Report
on Annual Accounting and Authentication of
Drug Control Funds and Related Performance

Director
Asset Forfeiture Management Staff
U.S. Department of Justice

We have reviewed the accompanying 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 Assets
Forfeiture Fund (AFF) for the fiscal year ended September 30, 2012. The
AFF’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 Detailed Accounting Submission and the Performance
Summary Report. Accordingly, we do not express such an opinion.

Management of the AFF prepared the Detailed Accounting Submission
and the Performance Summary Report to comply with the requirements of
the Office of National Drug Control Policy (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, 2012, are not
presented, in all material respects, in conformity with the ONDCP’s Circular,
Drug Control Accounting, dated May 1, 2007, and as otherwise agreed to
with the ONDCP.
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This report is intended solely for the information and use of AFF
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.

A S

Mark L. Hayes, CPA, CFE

Director, Financial Statement Audit Office
Office of the Inspector General

U.S. Department of Justice

January 18, 2013



Office of National Drug Control Policy: FY2012 Accounting of Drug Control Funds




Office of National Drug Control Policy: FY2012 Accounting of Drug Control Funds

U.S. Department of Justice
Asset Forfeiture Management Staff
Detailed Accounting Submission
Table of Drug Control Obligations
For Fiscal Year Ended September 30, 2012

(Dollars in Millions)
Drug Obligations by Budget Decision Unit and Function: FY 2012
Decision Unit #1: Asset Forfeiture Actual Obligations
Investigations $ 161.50
State and Local Assistance 68.70
Total Asset Forfeiture $ 230.20

Total Drug Control Obligations $ 230.20
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U.S. Department of Justice
Asset Forfeiture Management Staff
Detailed Accounting Submission
Related Disclosures
For Fiscal Year Ended September 30, 2012

Disclosure 1: Drug Methodology

The Assets Forfeiture Fund (AFF) was established to be a repository of the proceeds of forfeiture and to
provide funding to cover the costs associated with forfeiture. These costs include, but are not limited to;
seizing, evaluating, maintaining, protecting, and disposing of an asset. Public Law 102-393, referred to
as the 1993 Treasury Appropriations Act, amended Title 28 U.S.C. 524(c), and enacted new authority
for the AFF to pay for "overtime, travel, fuel, training, equipment, and other similar costs of state or
local law enforcement officers that are incurred in a joint law enforcement operation with a Federal law
enforcement agency participating in the Fund." Such cooperative efforts have significant potential to
benefit federal, state, and local law enforcement efforts. The Department of Justice supports state and
local assistance through the allocation of AFF monies, commonly referred to as Joint Law Enforcement
program operations expenses. All AFF funded drug investigative monies for the Drug Enforcement
Administration (DEA) and Organized Crime Drug Enforcement Task Forces (OCDETF) are allocated in
the following program operations expenses: Investigative Cost Leading to Seizure, Awards Based on
Forfeiture, Contract to Identify Assets, Special Contract Services, and Case Related Expenses. The
funding provided for these particular program expenses are identified below and aid in the process of
perfecting a forfeiture.

Investigative Costs Leading to Seizure — These expenses are for certain investigative techniques that are
used for drug related seizures.

Awards Based on Forfeiture - These expenses are for the payment of awards for information or
assistance leading to a civil or criminal forfeiture.

Contract to Identify Assets - These expenses are incurred in the effort of identifying assets by accessing
commercial database services. Also included in this section is the procurement of contractor assistance
needed to trace the proceeds of crime into assets subject to forfeiture.

Special Contract Services - These expenses are for contract services that support services directly related
to the processing, data entry, and accounting for forfeiture cases.

Case Related Expenses - These are expenses incurred in connection with normal forfeiture proceedings.
They include fees, advertising costs, court reporting and deposition fees, expert witness fees, courtroom
exhibit costs, travel, and subsistence costs related to a specific proceeding. If the case involves real
property, the costs to retain attorneys or other specialists under state real property law are also covered.
In addition, the Deputy Attorney General may approve expenses for retention of foreign counsel.

All AFF accounting information is derived from the DOJ Financial Management Information System 2
(FMIS2). Obligations that are derived by this system reconcile with the enacted appropriations and
carryover balance.
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Disclosure 2: Methodology Modifications

Prior to FY 2012 the AFF did not report drug related obligations. In FY 2010, the Office of National
Drug Control Policy (ONDCP) convened a panel of experts to determine which federal agency programs
should be included in the National Drug Control Budget. This panel applied a two-pronged test: first, to
determine whether the program had a drug-control nexus, and second to determine whether the program
had an acceptable budget estimation methodology. Based on the panel’s recommendation, beginning in
FY 2012 the AFF was added to the National Drug Control Budget.

Disclosure 3: Material Weaknesses or Other Findings

For the FY 2012 financial statement audit, the Assets Forfeiture Fund and Seized Asset Deposit Fund
received an unqualified audit opinion, with no reported material weaknesses or significant deficiencies.
This indicates that the financial statements, results, and operations can be relied upon and is in
compliance with U.S. generally accepted accounting principles.

Disclosure 4: Reprogrammings or Transfers

There were no reprogrammings or transfers that affected drug-related budgetary resources.
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CRIMINAL DIVISION
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Office of the Inspector General’s Independent Report
on Annual Accounting and Authentication of
Drug Control Funds and Related Performance

Assistant Attorney General
Criminal Division
U.S. Department of Justice

We have reviewed the accompanying 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 Criminal
Division (CRM) for the fiscal year ended September 30, 2012. The CRM’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 Detailed Accounting Submission and the Performance
Summary Report. Accordingly, we do not express such an opinion.

Management of the CRM prepared the Detailed Accounting Submission
and the Performance Summary Report to comply with the requirements of
the Office of National Drug Control Policy (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, 2012, are not
presented, in all material respects, in conformity with the ONDCP’s Circular,
Drug Control Accounting, dated May 1, 2007, and as otherwise agreed to
with the ONDCP.
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This report is intended solely for the information and use of CRM
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.

A S

Mark L. Hayes, CPA, CFE

Director, Financial Statement Audit Office
Office of the Inspector General

U.S. Department of Justice

January 18, 2013
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U.S. Department of Justice
Criminal Division
Detailed Accounting Submission
Table of Drug Control Obligations
For Fiscal Year Ended September 30, 2012
(Dollars in Millions)

Drug Obligations by Budget Decision Unit and Function: FY 2012
Decision Unit: Enforce Federal Criminal Laws Actual Obligations
Prosecution $ 12.24
Total Enforce Federal Criminal Laws $ 12.24

Total Drug Control Obligations $ 12.24
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U.S. Department of Justice
Criminal Division
Detailed Accounting Submission
Related Disclosures
For Fiscal Year Ended September 30, 2012

Disclosure 1: Drug Methodology

The Criminal Division (CRM) develops, enforces, and supervises the application of all Federal
criminal laws except those specifically assigned to other divisions. In executing its mission, the
Criminal Division dedicates specific resources in support of the National Drug Control Strategy
that focus on disrupting domestic drug trafficking and production, and strengthening
international partnerships. The CRM’s drug budget is the funding available for the Division’s
Narcotic and Dangerous Drug Section (NDDS). The NDDS supports reducing the supply of
illegal drugs in the United States by investigating and prosecuting priority national and
international drug trafficking and narcoterrorists groups and by providing sound legal, strategic,
and policy guidance in support of that goal.

Since the CRM’s accounting system, DOJ’s Financial Management Information System 2
(FMIS2), does not track obligation and expenditure data by ONDCP’s drug activities, the
Criminal Division's drug resources figures are derived by estimating the level of involvement of
each Division component in drug-related activities. Each component is required to estimate the
percentage of work/time that is spent addressing drug-related issues. This percentage is then
applied against each component's overall resources to develop an estimate of those resources
dedicated to drug-related activities. Component totals are then aggregated to determine the
Division total.

For FY 2012, the CRM’s drug-related activities only included resources from its NDDS. The
NDDS reported that 100% of its FY 2012 resources were dedicated to addressing drug use and
its consequences. This total is equivalent to seven percent of the Criminal Division’s overall
FY 2012 actual expenditures.

Data — All accounting information for the Criminal Division is derived from DOJ’s
Financial Management Information System 2 (FMIS2).

Financial Systems — FMIS2 is DOJ’s financial system that provides Criminal Division
with obligation data. Obligations in this system can also be reconciled with the enacted
appropriation.

Disclosure 2: Methodology Modifications

Prior to FY 2012 the CRM did not report drug related obligations. In FY 2010, the Office of
National Drug Control Policy (ONDCP) convened a panel of experts to determine which federal
agency programs should be included in the National Drug Control Budget. This panel applied a
two-pronged test: first, to determine whether the program had a drug-control nexus, and second
to determine whether the program had an acceptable budget estimation methodology. Based on
the panel’s recommendation, beginning in FY 2012 the CRM was added to the National Drug
Control Budget.
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Disclosure 3: Material Weaknesses or Other Findings

The Criminal Division is a component within the DOJ Offices, Boards and Divisions (OBDs).
The OBD’s FY 2012 Independent Auditors’ Report on Internal Control over Financial
Reporting revealed no material weaknesses.

Although no material weaknesses were noted in the FY 2012 OBDs audit report on internal
controls, one significant deficiency was reported. The significant deficiency related to inadequate
accounting and reporting of internal use software (IUS) project costs. Specifically, financial and
management controls are not adequate to ensure that the compilation of internal use software
cost data submitted for capitalization are in accordance with the applicable generally accepted
accounting principles, and that recorded amounts are proper, accurate, and complete. This
finding, while not a material weakness, nor specifically directed to Criminal Division, is being
reported by Criminal Division as an “other finding” because it has an undetermined impact on
the presentation of drug related obligations.

The DOJ Justice Management Division (JMD) Finance Services (FS) and the Unified Financial
Management System (UFMS) Project Management Office (PMO) concur with the finding. The
JMD FS and UFMS PMO are currently working on a number of initiatives that will ensure that

IUS is accounted for properly and recorded accurately in the annual financial statements.

Disclosure 4: Reprogrammings or Transfers

No reprogrammings or transfers occurred that affected the Criminal Division’s drug-related
budgetary resources.
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Office of the Inspector General’s Independent 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 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, 2012. 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 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 Office of National Drug Control Policy (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, 2012, are not
presented, in all material respects, in conformity with the ONDCP’s Circular,
Drug Control Accounting, dated May 1, 2007, and as otherwise agreed to
with the ONDCP.
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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.

A S

Mark L. Hayes, CPA, CFE

Director, Financial Statement Audit Office
Office of the Inspector General

U.S. Department of Justice

January 18, 2013
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U.S. Department of Justice
Drug Enforcement Administration

Detailed Accounting Submission
Table of Drug Control Obligations

For Fiscal Year Ended September 30, 2012
(Dollars in Millions)

Drug Obligations by Budget Decision Unit and Function:

Decision Unit #1: Diversion Control Fee Account
Intelligence
Investigations
Prevention

Total Diversion Control Fee Account

Decision Unit #2: S&E Domestic Enforcement
Intelligence
Investigations
Prevention

Total S&E Domestic Enforcement

Decision Unit #3: S&E International Enforcement
Intelligence
International

Total S&E International Enforcement
Decision Unit #4: S&E State and Local Assistance

State and Local Assistance
Total S&E State and Local Assistance

Total Drug Control Obligations

High-Intensity Drug Trafficking Area (HIDTA) Obligations

* Includes obligations of carryover unobligated balances

FY 2012
Actual
Obligations

8.270
285.706
0.021

293.997

174.363
1,511.600
2.006

1,687.969

23.262
418.344

441.606

15.246

15.246

2,438.818

16.081



Office of National Drug Control Policy: FY2012 Accounting of Drug Control Funds

U.S. Department of Justice
Drug Enforcement Administration
Detailed Accounting Submission
Related Disclosures
For Fiscal Year Ended September 30, 2012

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 accounts and decision units to ONDCP’s drug functions. The Salaries and Expense
appropriated account is divided into three decision units, Domestic Enforcement, International
Enforcement, and State and Local Assistance. The Diversion Control Fee Account (DCFA) is fee
funded by Registrants and covers the full costs of DEA’s Diversion Control Program’s operations.
Thus, the total DCFA cost is tracked and reported as a decision unit by itself to distinguish it from
the appropriated S&E account. Although not appropriated funding, the DCFA as authorized by
Congress is subject to all rules and limitations associated with Appropriations Law.

Data: All accounting data for the DEA are maintained in UFMS. UFMS tracks 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.

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 four decision units to ONDCP’s drug functions.
The MCA model, using an activity-based costing methodology, provides the full cost of the
DEA’s mission outputs (performance costs). The table below shows the allocation percentages
based on the DEA’s MCA data.
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The DEA Budget Decision Unit Allocation ONDCP Function
Diversion Control Fee Account 97.18% Investigations
2.81% Intelligence
0.01% Prevention
Domestic Enforcement 89.55% Investigations
10.33% Intelligence
0.12% Prevention
International Enforcement 94.73% Investigations
5.27% Intelligence
State and Local Assistance 100.00% State and Local Assistance

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 2012, including Salaries & Expenses
(S&E) and Diversion Control Fee Account (DCFA) appropriations, was 8,304 through pay
period 19, ending September 22, 2012.

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 2012 obligations from three decision units to ONDCP’s drug functions.

Disclosure 3: Material Weaknesses and Other Findings

For the FY 2012 financial statement audit, DEA received an unqualified audit opinion, completely
free of any material weaknesses or significant deficiencies.

Disclosure 4: Reprogrammings and Transfers

There were no reprogrammings in FY 2012.

The DEA had several transfers during FY 2012 (see the attached Table of FY 2012

Reprogrammings and Transfers). There were thirteen transfers into DEA’s S&E account. One
transfer from the Department of Justice (DOJ), Community Oriented Policing Services (COPS)
program in the amount of $12,500,000. Six transfers were from ONDCP’s High Intensity Drug
Trafficking Area (HIDTA) program for a total of $16,095,525. Six were internal transfers from
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expired FY 2007/FY 2008/FY 2009/FY 2010 & FY 2011 to DEA’s S&E No-Year account for a
total amount of $60,056,201.

A total of four transfers went out: $22,448 and $666,488 to Working Capital Fund and Domestic
Narrowband Communication respectively; $438,658 unobligated balance was returned to the
Department of State, International Narcotics and Law Enforcement Bureau; and $213,793 in prior
year balances was returned to ONDCP’s HIDTA program.

Transfers under the Drug Resources by Function section in the Table of FY 2012 Reprogramming
and Transfers are based on the same MCA allocation percentages as the Table of Drug Control

Obligations.

Disclosure 5: Reimbursable Agreement for NDIC

While the 2012 spend plan approved by Congress and ONDCP includes a planned $6.6M
reprogramming from DOJ’s Working Capital Fund Unobligated Balance Transfer account (WCF-
UBT) to DEA for costs associated with NDIC’s realignment into DEA, this reprogramming was
actually executed as a reimbursable agreement between DEA and WCF-UBT, rather than a
reprogramming. Therefore, this amount is appropriately not reflected in DEA’s Table of Drug
Control Obligations, or in the Table of Reprogrammings and Transfers. DEA’s reimbursable
agreement with WCF-UBT amounted to approximately $5.572M for information technology
requirements that were used to fund costs of transfer of personnel from NDIC to DEA.
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Drug Resources by Budget Decision Unit and Function:

Diversion Control Fee Account
Intelligence
Investigations
Prevention

Total Diversion Control Fee Account

Domestic Enforcement
Intelligence
Investigations
Prevention

Total Domestic Enforcement

International Enforcement
Intelligence
International

Total International Enforcement

State and Local Assistance
State and Local Assistance
Total State and Local Assistance

Total

High-Intensity Drug Trafficking Area (HIDTA) Transfers

Transfers-in Transfers-out Total
$ - - $ -
$ - - $ -
$ 6.204 (0.071) $ 6.133
53.780 (0.617) 53.163
0.072 (0.001) 0.071
$ 60.056 (0.689) 3 59.367
(0.023) $ (0.023)
(0.415) (0.415)
$ - (0.438) $ (0.438)
$ 12.500 $ 12.500
$ 12.500 - $ 12.500
$ 72.556 (1.127)  $ 71.429
$ 16.096 (0.214) $ 15.882
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Office of the Inspector General’s Independent 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 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, 2012. 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 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 Office of National Drug Control Policy (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, 2012, are not
presented, in all material respects, in conformity with the ONDCP’s Circular,
Drug Control Accounting, dated May 1, 2007, and as otherwise agreed to
with the ONDCP.
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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.

A S

Mark L. Hayes, CPA, CFE

Director, Financial Statement Audit Office
Office of the Inspector General

U.S. Department of Justice

January 18, 2013
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U.S. Department of Justice
Federal Bureau of Prisons
Detailed Accounting Submission
Table of Drug Control Obligations
For Fiscal Year Ended September 30, 2012
(Dollars in Millions)

Drug Obligations by Budget Decision Unit and Function:
Decision Unit: Inmate Care and Programs
Treatment
Corrections
Total Inmate Care and Programs

Decision Unit: Institution Security and Administration
Corrections
Total Institution Security and Administration

Decision Unit: Contract Confinement
Corrections
Total Contract Confinement

Decision Unit: Management and Administration
Corrections
Total Management and Administration

Decision Unit: New Construction
Corrections

Total New Construction

Decision Unit: Modernization and Repair
Corrections

Total Modernization and Repair

Total Drug Control Obligations

FY 2012
Actual Obligations
$ 95.45

1,143.90
$ 1,239.35
$ 1,443.89
$ 1,443.89
$ 508.99
$ 508.99
$ 102.05
$ 102.05
$ 27.84
$ 27.84
$ 36.45
$ 36.45
$ 3,358.57
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U.S. Department of Justice
Federal Bureau of Prisons
Detailed Accounting Submission
Related Disclosures
For Fiscal Year Ended September 30, 2012

Disclosure 1: Drug Methodology

The mission of the Federal Bureau of Prisons (BOP) is to protect society by confining offenders
in the controlled environments of prisons and community-based facilities that are safe, humane,
cost-efficient, appropriately secure, and which provide work and other self-improvement
opportunities to assist offenders in becoming law-abiding citizens.

The amount of obligations with a drug-related nexus (Corrections function) is calculated by
applying a factor (percentage of inmates sentenced for drug related crimes) to the amount of
obligations in each decision unit.

For the BOP’s drug treatment program, resources are dedicated one hundred percent to the Drug
Treatment Program. The Drug Treatment Program includes: Drug Program Screening and
Assessment; Drug Abuse Education; Non-Residential Drug Abuse Treatment; Residential Drug
Abuse Treatment; and Community Transitional Drug Abuse Treatment.

The Table of Drug Control Obligations was prepared in accordance with the Office of National
Drug Control Policy (ONDCP) Circular, Drug Control Accounting, dated May 1, 2007. The table
represents obligations incurred by the BOP for drug control purposes. The amounts are net of all
reimbursable agreements.

Data - All accounting information for the BOP is derived from the Department of Justice
(DOJ) Financial Management Information System 2 (FMIS2).

Financial Systems - The FMIS2 is the DOJ financial system that provides BOP obligation
data. Obligations in this system can also be reconciled with the enacted appropriation and
carryover balances.

Disclosure 2: Methodology Modifications

The overall methodology to calculate drug control obligations has been modified. Under the new
methodology, the BOP’s drug control obligations are the percentage of the total obligations,
broken out by Treatment and Corrections functions. The Corrections portion of the drug
obligations is based on the number of inmates incarcerated for drug crimes (50.2% for FY 2012).
The percentage of the drug obligations for Drug Treatment Programs has not been modified and
remains one hundred percent.

With the new methodology, resources of $3.359 billion are reported as direct obligations for drug
control purposes. If the old drug methodology would have been utilized, resources of $95.45
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million would have been reported. In FY 2011, only direct obligations associated with Drug
Treatment Programs in the Table of Drug Control Obligations were reported.

Disclosure 3: Material Weaknesses or Other Findings

There were no significant deficiencies or material weaknesses identified in the Independent
Auditors’ Report on Internal Control over Financial Reporting and no findings in the
Independent Auditors’ Report on Compliance and other Matters.

Disclosure 4: Reprogrammings or Transfers

BOP’s FY 2012 obligations include all approved transfers and there were no reprogrammings in
FY 2012 (see the attached Table of Reprogrammings and Transfers).

Disclosure 5: Other Disclosures

The BOP allocates funds to the Public Health Service (PHS). The PHS provides a portion of the
drug treatment for federal inmates. In FY 2012, $578,000 was allocated from the BOP to PHS,
and was designated and expended for current year obligations of PHS staff salaries, benefits, and
applicable relocation expenses relating to five PHS Full Time Equivalents related to drug
treatment during FY 2012. Therefore, the allocated obligations were included in BOP’s Table of
Drug Control Obligations.
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U.S. Department of Justice
Federal Bureau of Prisons
Detailed Accounting Submission
Table of Reprogrammings and Transfers
For Fiscal Year Ended September 30, 2012
(Dollars in Millions)

Drug Resources by Budget Decision Unit and Function: Transfers -in Transfers-out Total
Decision Unit: Inmate Care and Programs
Corrections $ 4869 $ (48.69) % 0
Total Inmate Care and Programs $ 48.69 $ (48.69) $ 0

Decision Unit: Contract Confinement
Corrections $ 065 % 452 $ (3.87)

Total Contract Confinement $ 065 $ 452) $ (3.87)

Decision Unit: New Construction
Corrections $ 452 $ - $ 4.52

Total New Construction $ 452 §$ - $ 4.52

Total $ 53.86 § (53.21) $ 0.65
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Office of the Inspector General’s Independent Report
on Annual Accounting and Authentication of
Drug Control Funds and Related Performance

Federal Detention Trustee
Office of the Federal Detention Trustee
U.S. Department of Justice

We have reviewed the accompanying 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 the
Federal Detention Trustee (OFDT) for the fiscal year ended
September 30, 2012. The OFDT’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 Detailed Accounting Submission and the Performance
Summary Report. Accordingly, we do not express such an opinion.

Management of the OFDT prepared the Detailed Accounting
Submission and the Performance Summary Report to comply with the
requirements of the Office of National Drug Control Policy (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, 2012, are not
presented, in all material respects, in conformity with the ONDCP’s Circular,



Office of National Drug Control Policy: FY2012 Accounting of Drug Control Funds

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 OFDT
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.

s

Mark L. Hayes, CPA, CFE

Director, Financial Statement Audit Office
Office of the Inspector General

U.S. Department of Justice

January 18, 2013
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U.S. Department of Justice
Office of the Federal Detention Trustee
Detailed Accounting Submission
Table of Drug Control Obligations
For Fiscal Year Ended September 30, 2012
(Dollars in Millions)

Drug Obligations by Budget Decision Unit and Function: FY 2012
Decision Unit #1: Detention Services Actual Obligations
Corrections $ 528.00
Total Detention Services $ 528.00

Total Drug Control Obligations $ 528.00
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U.S. Department of Justice
Office of the Federal Detention Trustee
Detailed Accounting Submission
Related Disclosures
For Fiscal Year Ended September 30, 2012

Disclosure 1: Drug Methodology

The mission of the Office of the Federal Detention Trustee (OFDT) is to manage and regulate the
Federal detention programs and the Justice Prisoner and Alien Transportation System (JPATS)
by establishing a secure and effective operating environment that drives efficient and fair
expenditure of appropriated funds. The Office of the Federal Detention Trustee has oversight
responsibility for Federal detention services relating to the housing and care for Federal
detainees remanded to U. S. Marshals Service (USMS) custody, including detainees booked for
drug offenses.

The Federal Prisoner Detention appropriation does not include specific resources dedicated to
housing the drug prisoner population. The primary drivers of detention expenditures are the
number of prisoners booked by the USMS, the length of time those prisoners are held in
detention, and the cost. A Detention Population Forecasting Model is used to take a statistical
approach for predicting detention needs using factors such as population, demographic trends,
number and type of criminal cases processed, average processing time per type of case, and
authorized/requested positions of the federal law enforcement, U.S. Attorneys, U.S. District
court judges, and immigration judges.

Actual data is based on the population counts that OFDT receives daily from USMS for each
detention facility housing USMS prisoners. Using these daily population counts and
corresponding per diem rate data, OFDT is able to capture actuals for the detention population
count and for the expenditures to house the population. Data describing the actual price charged
by state, local, and private detention facility operators is maintained by the USMS in their Justice
Detainee Information System (JDIS) and it is updated on an as needed, case-by-case basis when
rate changes are implemented. Rate information for specific facilities is maintained by USMS
headquarters staff. For those private facilities where OFDT has a direct contract for bed space,
the effective per diem is calculated using information obtained from OFDT’s Procurement
Division. In conjunction with daily reports to OFDT of prisoners housed, OFDT compiles
reports describing the price paid for non-federal detention space on a weekly and monthly

basis. Data are reported on both district and national levels.

The methodology to determine the cost associated with the drug prisoner population is to use the
average daily population (ADP) for drug offenses multiplied by the per diem rate (cost per day to
house) multiplied by the number of days in the year. Projections for out-year costs are based on
projected future bookings by offense and the time offenders are expected to be held in detention
at the projected per diem rates.

Data — All accounting information for the OFDT is derived from DOJ’s Financial
Management Information System 2 (FMIS2).
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Financial Systems — FMIS2 is DOJ’s financial system that provides OFDT with
obligation data. Obligations in this system can also be reconciled with the enacted
appropriation.

Disclosure 2: Methodology Modifications

Prior to FY 2012 the OFDT did not report drug related obligations. In FY 2010, the Office of
National Drug Control Policy (ONDCP) convened a panel of experts to determine which federal
agency programs should be included in the National Drug Control Budget. This panel applied a
two-pronged test: first, to determine whether the program had a drug-control nexus, and second
to determine whether the program had an acceptable budget estimation methodology. Based on
the panel’s recommendation, beginning in FY 2012 the OFDT was added to the National Drug
Control Budget.

Disclosure 3: Material Weaknesses or Other Findings

The OFDT is a component within the DOJ Offices, Boards and Divisions (OBDs). The OBD’s
FY 2012 Independent Auditors’ Report on Internal Control over Financial Reporting revealed
no material weaknesses.

Although no material weaknesses were noted in the FY 2012, OBDs audit report on internal
controls, one significant deficiency was reported. The significant deficiency related to
inadequate accounting and reporting of internal use software (IUS) project costs. Specifically,
financial and management controls are not adequate to ensure that the compilation of internal use
software cost data submitted for capitalization are in accordance with the applicable generally
accepted accounting principles, and that recorded amounts are proper, accurate, and complete.
This finding, while not a material weakness, nor specifically directed to OFDT, is being reported
by OFDT as an “other finding” because it has an undetermined impact on the presentation of
drug related obligations.

The DOJ Justice Management Division (JMD) Finance Staff (FS) and the Unified Financial
Management System (UFMS) Project Management Office (PMO) concur with the finding. The
JMD FS and UFMS PMO are currently working on a number of initiatives that will ensure that
IUS is accounted for properly and recorded accurately in the annual financial statements.

Disclosure 4: Reprogrammings or Transfers

There were no drug related reprogrammings or transfers during FY 2012.
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Office of the Inspector General’s Independent 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 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, 2012. 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 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
Office of National Drug Control Policy (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, 2012, are not
presented, in all material respects, in conformity with the ONDCP’s Circular,
Drug Control Accounting, dated May 1, 2007, and as otherwise agreed to
with the ONDCP.
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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.

A S

Mark L. Hayes, CPA, CFE

Director, Financial Statement Audit Office
Office of the Inspector General

U.S. Department of Justice

January 18, 2013
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U.S. Department of Justice
Office of Justice Programs
Table of Drug Control Obligations
For Fiscal Year Ended September 30, 2012
(Dollars in Millions)

Drug Obligations by Budget Decision Unit and Function: FY 2012

Actual Obligations
Decision Unit #1: Regional Information Sharing System
State and Local Assistance $ 24.68

Total, Regional Information Sharing System $ 24.68

Decision Unit #2: Enforcing Underage Drinking Laws
Prevention $ 4.62

Total, Enforcing Underage Drinking Laws $ 4.62

Decision Unit #3: Drug Court Program
State and Local Assistance $ 33.48

Total, Drug Court Program $ 33.48

Decision Unit #4: Residential Substance Abuse Treatment
Treatment $ 9.60

Total, Residential Substance Abuse Treatment $ 9.60

Decision Unit #5: Prescription Drug Monitoring Program
State and Local Assistance $ 6.56

Total, Prescription Drug Monitoring Program $ 6.56

Decision Unit #6: Border Initiatives
State and Local Assistance $ 9.53

Total, Border Initiatives $ 9.53

Decision Unit #7 Second Chance Act Program
State and Local Assistance $ 28.00

Total, Second Chance Act Program $ 28.00

Decision Unit #8: Byrne Criminal Justice Innovation

State and Local Assistance $ 13.75

Total, Byrne Criminal Justice Innovation $ 13.75
Total Drug Control Obligations $ 130.20
Methamphetamine Enforcement and Lab CleanupZ/ $ 12.50

/ Program obligations reflect direct program obligations plus estimated management and assessment obligations

2 Funding for the Methamphetamine Enforcement and Lab Cleanup Program is transferred from the Office of Community Oriented Policing
Services (COPS) to the Drug Enforcement Administration for program administration; therefore, obligations are not tracked by the Office of
Justice Programs (OJP) FY 2012 total obligations for the program were reported to OJP by the COPS budget office See Disclosure 1 for
additional information
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U.S. Department of Justice
Office of Justice Programs
Detailed Accounting Submission
Related Disclosures
For Fiscal Year Ended September 30, 2012

Disclosure 1: Drug Methodology

The mission of the Office of Justice Programs (OJP) is to provide federal leadership in
developing the Nation’s capacity to prevent and control crime, administer justice, and assist
crime victims. As such, OJP’s resources are primarily targeted to providing assistance to state,
local, and tribal governments. In executing its mission, OJP dedicates a significant level of
resources to drug-related program activities, which focus on breaking the cycle of drug abuse
and crime including: drug testing and treatment, provision of graduated sanctions, drug
prevention and education, and research and statistics.

The Table of Drug Control Obligations was prepared in accordance with the Office of National
Drug Control (ONDCP) Circular, Drug Control Accounting, dated May 1, 2007 and ONDCP’s
memorandum, Current Budget Issues, dated September 3, 2008.

OJP’s Office of the Chief Financial Officer, Budget Formulation, Liaison, Planning and
Performance Division is responsible for the development and presentation of the annual OJP
ONDCP Budget. OJP’s fiscal year (FY) 2012 drug obligations have a total of 11 decision units
identified for the National Drug Control Budget. Of the 11 decision units identified, eight are
reflected in the Table of Drug Control Obligations. Two OJP programs, the Weed and Seed
Program and Drug Prevention Demonstration Program, reported no obligations in FY 2012 and
therefore, do not appear on the Table of Drug Control Obligations. Further, ONDCP requires
OIJP to report on the Methamphetamine Enforcement and Lab Cleanup Program, which is
appropriated to the Office of Community Oriented Policing Services (COPS), an office within
the Department of Justice's (DOJ’s) Offices, Boards, and Divisions (OBDs), and transferred to
the Drug Enforcement Administration (DEA) for administration. As the obligations related to
the COPS program are reported in the financial statements of the OBDs, they are not included in
the FY 2012 actual obligations total on OJP’s Table of Drug Control Obligations.

The FY 2012 decision units include the following:

Regional Information Sharing System
Weed and Seed Program’

Enforcing Underage Drinking Laws
Drug Court Program

" In FY 2012, the Weed and Seed Program and the Drug Prevention Demonstration Program had no actual
obligations or prior year unobligated balances. As such, these programs are not listed on OJP’s Table of Drug
Control Obligations.
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e Residential Substance Abuse Treatment Program

Prescription Drug Monitoring Program

Border Initiatives®

Second Chance Act Program

Byrne Criminal Justice Innovation Program

Drug Prevention Demonstration Program'

Methamphetamine Enforcement and Lab Cleanup (COPS Program)

In determining the level of resources used in support of the eight active budget decision units
(excluding Drug Prevention Demonstration Program, Weed and Seed, and Methamphetamine
Enforcement and Lab Cleanup), OJP used the following methodology:

Drug Program Obligations by Decision Unit: Data on obligations, as of

September 30, 2012, were gathered from DOJ’s Financial Management Information
System 2 (FMIS2). The total obligations presented for OJP are net of funds obligated
under the Crime Victims Fund, and Public Safety Officers’ Benefits Program.

Management and Administration (M&A) Data. In FY 2012, OJP did not have a Salaries
and Expenses (S&E) appropriation. This resulted in funds being assessed at the
programmatic level. Therefore, M&A obligations were obtained from FMIS2 (OJP’s
Financial System). The obligation amounts were allocated to each decision unit by
applying the relative percentage of Full-Time Equivalents (FTE) assigned to the eight
active drug-related decision units to the total M&A obligations for OJP. There were no
M&A obligations associated with the Weed and Seed Program or the Drug Prevention
Demonstration Program, as these programs did not have any actual obligations. The
Methamphetamine Enforcement and Lab Cleanup program is not administered by OJP.
Therefore, M&A obligations are also not associated with this program.

Overall, OJP program activities support all four goals of the National Drug Control Strategy:
(1) Substance Abuse Prevention, (2) Substance Abuse Treatment, (3) Domestic Law
Enforcement, and (4) Interdiction and International Counterdrug Support. Functionally, OJP
program activities fall under the following functions: Prevention, State and Local Assistance,
and Treatment. To determine the function amount, OJP used an allocation method that was
derived from an annual analysis of each program’s mission and by surveying program officials.
OJP then applied that function allocation percentage to the obligations associated with each
decision unit line item. For FY 2012, all eight active decision units had a function allocation of
100 percent.

The Table of Drug Control Obligations amounts were calculated as follows:

2 In FY 2012, the Southwest Border and Northern Border programs were consolidated into the “Border Initiatives”
program.
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Function: The appropriate drug-related percentage was applied to each
decision unit line item and totaled by function. For FY 2012, all
decision units had a function allocation of 100 percent.

Decision Unit: In accordance with the ONDCP Circulars, 100 percent of the
actual obligations for seven of the eight active budget decision
units are included in the Table of Drug Control Obligations. As
directed by ONDCP, only 50 percent of the actual obligations for
the Second Chance Act Program are included.

As specified in the ONDCP Circular, Budget Formulation, dated May 1, 2007, in FY 2012, OJP
is reporting 100 percent of the actual obligations related to seven of the eight active budget
decision units included in the National Drug Control Budget. In April 2009, it was determined
after discussions between ONDCP and the Office of Management and Budget (OMB) that some
of the activities under the Second Chance Act Program were deemed drug-related in nature;
therefore, beginning in FY 2009, OJP was directed to report 30 percent of the obligations
associated with this decision unit in the Table of Drug Control Obligations. In FY 2011, per
OMB and ONDCP guidance, the percentage applied to the total Second Chance Act obligations
to determine the drug-related activities increased from 30 percent to 50 percent. In FY 2012,
OJP continues to report 50 percent for the Second Chance Act for drug-related activities.

Disclosure 2: Methodology Modifications

The overall methodology used to report obligations has not changed from prior year
methodologies.

Disclosure 3: Material Weaknesses and Other Findings

The FY 2012 Independent Auditors’ Report on Internal Control over Financial Reporting cited
no material weaknesses. However, one significant deficiency was identified during the audit.
The significant deficiency related to system software change management. Specifically, during
the vulnerability assessment documentation review and network scanning, it was noted that OJP
continues to have improper configurations, missing patches, and default/insufficient passwords
within their environment. This finding, while not a material weakness, is being reported by OJP
as an “other finding” because it has an undetermined impact on the presentation of drug-related
obligations.

OJP management concurred with the finding. In June and September 2012, OJP’s Office of the
Chief Information Officer (OCIO) conducted an enterprise-wide security configuration
assessment of its environments (NextGen, ENS, E-Gov, etc.). The OCIO is continuing to
improve the assessment activity as a component of the overall vulnerability management
program. Furthermore, in June 2012, the OCIO revised the vulnerability program standard
operating procedure (SOP) — OCIO 25, which added scanning responsibilities for two of the
OCIQO’s divisions to ensure staff flexibility on the discovery and remediation of vulnerabilities
between the OCIO’s Information Technology Security Division’s (ITSD) assessments.
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Following the SOP revision, the OCIO then revised the vulnerability management process to
address priorities as part of an overall risk management function. As the OCIO continues to
refine the process and associated responsibilities, SOP OCIO 25 will be updated appropriately.
Lastly, OJP’s Chief Information Officer (CIO) has requested authority to recruit and hire a senior
IT Specialist, to direct Information Risk Management activities. OJP will continue to work with
Department of Justice approving officials with the understanding that the Federal government
and Department of Justice budgetary and personnel hiring constraints may impact the OCIO’s
recruitment of this resource. As such, in June 2012, a senior member within the OCIO, and
independent of the ITSD and IT Operations and Development Division, was assigned the
responsibilities of directing near term actions related to the finding and overall risk management,
as well as conducting regular briefings to the Deputy CIO, CIO, and other OJP executives on the
status of management response and the actions listed here.

Disclosure 4: Reprogrammings or Transfers

In accordance with the ONDCP’s Circular, Drug Control Accounting, dated May 1, 2007, OJP
has provided the attached Table of Reprogrammings and Transfers. In FY 2012, OJP had no
reprogrammings, and $10.5 and $14 million in drug-related transfers-in and transfers-out,
respectively. The transfers-in amounts include OJP’s FY 2012 prior-year recoveries associated
with the reported decision units. The transfers-out amounts reflect the assessments for the
Research, Evaluation, and Statistics (RES) two-percent set-aside and the M&A assessments
against OJP programs. The RES two percent set-aside was directed by Congress for funds to be
transferred to and merged with funds provided to the National Institute of Justice and the Bureau
of Justice Statistics to be used for research, evaluation, or statistical purposes. In FY 2012,
Congress provided OJP the authority to assess programs for administrative purposes. The
amounts reflected in the table show the dollar amount that each program contributed to OJP’s
M&A.

Disclosure 5: Other Disclosures

Of the total FY 2012 actual drug obligations, $18.2 million are a result of carryover unobligated
resources.
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U.S. Department of Justice
Office of Justice Programs
Detailed Accounting Submission

Table of Reprogrammings and Transfers

For Fiscal Year Ended September 30, 2012

(Dollars in Millions)

Drug Resources by Function: Transfers-in Transfers-Out Total
Prevention $ 0.61 $ (0.51) 0.11
State and Local Assistance 8.27 (8.95) (0.68)
Treatment 1.61 (4.55) (2.95)

Total Drug Resources by Function $ 1049  § (14.01) (3.52)

Drug Resources by Budget Decision Unit:

Regional Information Sharing System $ - $ (2.73) (2.73)
Weed and Seed Program 1.27 - 1.27
Enforcing Underage Drinking Laws 0.49 (0.51) (0.02)
Drug Court Program 1.42 (3.54) (2.12)
Residential Substance Abuse Treatment 0.18 (1.01) (0.83)
Prescription Drug Monitoring Program 0.44 (0.71) 0.27)
Border Initiatives 2.41 (1.01) 1.40
Second Chance Act 0.59 (2.98) (2.39)
Byrne Criminal Justice Innovation Program 3.68 (1.52) 2.17

Total Drug Resources by Budget Decision Unit 10.49 (14.01) (3.52)
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Office of the Inspector General’s Independent Report
on Annual Accounting and Authentication of
Drug Control Funds and Related Performance

Director
Executive Office for U.S. Attorneys
U.S. Department of Justice

We have reviewed the accompanying 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 Offices of the
United States Attorneys (OUSA) for the fiscal year ended
September 30, 2012. The OUSA’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 Detailed Accounting Submission and the Performance
Summary Report. Accordingly, we do not express such an opinion.

Management of the OUSA prepared the Detailed Accounting
Submission and the Performance Summary Report to comply with the
requirements of the Office of National Drug Control Policy (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, 2012, are not
presented, in all material respects, in conformity with the ONDCP’s Circular,
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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 OUSA
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.

s

Mark L. Hayes, CPA, CFE

Director, Financial Statement Audit Office
Office of the Inspector General

U.S. Department of Justice

January 18, 2013
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U.S. Department of Justice
United States Attorneys
Detailed Accounting Submission
Table of Drug Control Obligations
For Fiscal Year Ended September 30, 2012
(Dollars in Millions)

Drug Obligations by Budget Decision Unit and Function: FY 2012
Decision Unit: Criminal Actual Obligations
Prosecution $ 89.187
Total Criminal Decision Unit $ 89.187
Total Drug Control Obligations $ 89.187

High Intensity Drug Trafficking Area (HIDTA) Obligations ~ $ 0.666
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U.S. Department of Justice
United States Attorneys
Detailed Accounting Submission
Related Disclosures
For Fiscal Year Ended September 30, 2012

Disclosure 1: Drug Methodology

The United States Attorneys work in conjunction with law enforcement to disrupt domestic and
international drug trafficking and narcotics production through comprehensive investigations and
prosecutions of criminal organizations. A core mission of each of the United States Attorneys’
Offices (USAOs) is to prosecute violations of federal drug trafficking, controlled substance,
money laundering, and related laws in order to deter continued illicit drug distribution and use in
the United States. This mission includes utilizing the grand jury process to investigate and
uncover criminal conduct and subsequently presenting the evidence in court as part of
prosecution of individuals and organizations who violate Federal law. USAOs also work to
dismantle criminal drug organizations through asset forfeiture, thereby depriving drug traffickers
of the proceeds of illegal activities.

In addition to this traditional prosecutorial role, efforts to discourage illegal drug use and to
prevent recidivism by convicted drug offenders also form important parts of the drug control
mission of the USAOs. Each USAO is encouraged to become involved in reentry programs that
may help prevent future crime, including drug crimes. Reentry programs, such as reentry courts,
typically include access to drug treatment and support for recovery. Prosecutors and USAO staff
also participate in community outreach through initiatives that educate communities about the
hazards of drug abuse.

The United States Attorneys community does not receive a specific appropriation for drug-
related work in support of the National Drug Control Strategy. The United States Attorneys drug
resources are part of, and included within, the United States Attorneys annual Salaries and
Expenses (S&E) Appropriation. As a result of not having a specific line item within our
appropriation, the United States Attorneys have developed a drug budget methodology based on
workload data. The number of workyears dedicated to non-OCDETF drug related prosecutions
are taken as a percentage of total workload and then this percentage is multiplied against total
obligations to derive estimated drug related obligations.

Data — All financial information for the United States Attorneys is derived from
Department of Justice’s (DOJ’s) Financial Management System 2 (FMIS2). Workload
information is derived from the United States Attorneys’ USA-5 Reporting System.

Financial Systems — FMIS2 is DOJ’s financial system. Obligations in this system can
also be reconciled with the enacted appropriation.
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Disclosure 2: Methodology Modifications

Prior to FY 2012 the USAOs did not report drug related obligations. In FY 2010, the Office of

National Drug Control Policy (ONDCP) convened a panel of experts to determine which federal
agency programs should be included in the National Drug Control Budget. This panel applied a
two-pronged test: first, to determine whether the program had a drug-control nexus, and second

to determine whether the program had an acceptable budget estimation methodology. Based on
the panel’s recommendation, beginning in FY 2012 the USAOs was added to the National Drug
Control Budget.

Disclosure 3: Material Weaknesses or Other Findings

The United States Attorneys community is a component within the DOJ Offices, Boards and
Divisions (OBDs). The OBDs FY 2012 Independent Auditors’ Report on Internal Control over
Financial Reporting revealed no material weaknesses.

Although no material weaknesses were noted in the FY 2012 OBDs audit report on internal
controls, one significant deficiency was reported. The significant deficiency related to
inadequate accounting and reporting of internal use software (IUS) project costs. Specifically,
financial and management controls are not adequate to ensure that the compilation of internal use
software cost data submitted for capitalization are in accordance with the applicable generally
accepted accounting principles, and that recorded amounts are proper, accurate, and complete.
This finding, while not a material weakness, nor specifically directed to United States Attorneys,
is being reported by United States Attorneys as an “other finding” because it has an
undetermined impact on the presentation of drug related obligations.

The DOJ Justice Management Division (JMD) Finance Services (FS) and the Unified Financial
Management System (UFMS) Project Management Office (PMO) concur with the finding. The
JMD FS and UFMS PMO are currently working on a number of initiatives that will ensure that

IUS is accounted for properly and recorded accurately in the annual financial statements.

Disclosure 4: Reprogrammings or Transfers

There were no drug related reprogrammings or transfers in FY 2012.
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Office of the Inspector General’s Independent 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 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 Organized
Crime Drug Enforcement Task Forces (OCDETF) for the fiscal year ended
September 30, 2012. 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 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 Office of National Drug Control Policy (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, 2012, are not
presented, in all material respects, in conformity with the ONDCP’s Circular,
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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.

s

Mark L. Hayes, CPA, CFE

Director, Financial Statement Audit Office
Office of the Inspector General

U.S. Department of Justice

January 18, 2013
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U.S. Department of Justice
Organized Crime Drug Enforcement Task Forces Program
Detailed Accounting Submission
Related Disclosures
For Fiscal Year Ended September 30, 2012

Disclosure No 1: Drug Methodology

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

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

Recognizing that uncertainty surrounding funding levels for non-DOJ participants posed great
difficulties for OCDETF in terms of program planning and administration, the Administration
has not submitted a consolidated budget for the program since FY 2007. Instead, funding for the
OCDETF Program’s non-DOJ partners was requested through direct appropriations for Treasury
and DHS. Currently, only DOJ OCDETF appropriated funding comes from the ICDE account.

The OCDETF Program is directly charged with carrying out the DOJ drug supply reduction
strategy, and all of its activities are aimed at achieving a measurable reduction in the availability
of drugs in this country. The disruption and dismantlement of drug trafficking networks
operating regionally, nationally, and internationally is a critical component of the supply
reduction effort. In particular, the OCDETF Program requires that in each OCDETF case,
investigators identify and target the financial infrastructure that permits the drug organization to
operate.

The Table of Drug Control Obligations was prepared in accordance with the Office of National
Drug Control Policy (ONDCP) Circular, Drug Control Accounting, dated May 1, 2007 and
ONDCP’s memorandum, Current Budget Issues, dated September 3, 2008. The Table represents
obligations from the ICDE account incurred by OCDETF for drug control purposes. All
amounts are net of reimbursable agreements.

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

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

The Administration’s request for the OCDETF Program reflects a restructuring that collapses the
OCDETF Program's four areas - Investigations, Drug Intelligence, Prosecution, and
Administrative Support- into two decision units- Investigations and Prosecutions. Under this
methodology, the Administrative Support of the OCDETF Executive Office is pro rated among
decision units based on the percentage of appropriated ICDE Program funding. Additionally,
Drug Intelligence Costs is reported as part of the Investigations Decision Unit.

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

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

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

Disclosure No 2: Methodology Modifications

The overall methodology to calculate drug control obligations has not been modified in the Table
of Drug Control Obligations.

Disclosure No 3. - Material Weaknesses or Other Findings

OCDETF is a component within the DOJ Offices, Boards and Divisions (OBDs). The OBDs FY
2012 Independent Auditors’ Report on Internal Control over Financial Reporting revealed no
material weaknesses.

Although no material weaknesses were noted in the FY 2012 OBDs audit report on internal
controls, one significant deficiency was reported. The significant deficiency related to
inadequate accounting and reporting of internal use software (IUS) project costs. Specifically,
financial and management controls are not adequate to ensure that the compilation of internal use
software cost data submitted for capitalization are in accordance with the applicable generally
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accepted accounting principles, and that recorded amounts are proper, accurate, and complete.
This finding, while not a material weakness, nor specifically directed to OCDETF, is being
reported by OCDETF as an “other finding” because it has an undetermined impact on the
presentation of drug related obligations.

The DOJ Justice Management Division (JMD) Finance Services (FS) and the Unified Financial
Management System (UFMS) Project Management Office (PMO) concur with the finding. The
JMD FS and UFMS PMO are currently working on number of initiatives that will ensure that
IUS is accounted for properly and recorded accurately in the annual financial statements.

Disclosure Number 4: Reprogrammings or Transfers

There was no reprogramming in FY 2012.

Total availability consists of enacted budget authority for FY 2012, plus unobligated balances
and recoveries brought forward from prior years. The OCDETF Program’s FY 2012 obligations
include all re-allowed carryover funds and transfers. In FY 2012, the OCDETF Program re-
allowed $4,497,000 from its no-year account (15X0323) as follows: $125,000 for the El Paso
Strike Force; $813,000 for the Atlanta Strike Force; $2,505,000 for DEA Strike Force
operations; $24,000 for DEA operational support; $86,000 for USMS operational costs in
Chicago; $105,000 for ATF Strike Force Operations; $750,000 for EOUSA litigation support;
$12,000 for CRM financial litigation investigative training; and $76,000 for ICE Strike Force
support.

In FY 2012, $6,414,911 in unobligated balances and prior year recoveries was brought forward
from FY 2011 and available for new obligations. Of this amount, $4,497,000 was established as
new obligations during FY 2012.
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Office of the Inspector General’s Independent Report
on Annual Accounting and Authentication of
Drug Control Funds and Related Performance

Director
United States Marshals Service
U.S. Department of Justice

We have reviewed the accompanying 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 United States
Marshals Service (USMS) for the fiscal year ended September 30, 2012. The
USMS’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 Detailed Accounting Submission and the Performance
Summary Report. Accordingly, we do not express such an opinion.

Management of the USMS prepared the Detailed Accounting
Submission and the Performance Summary Report to comply with the
requirements of the Office of National Drug Control Policy (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, 2012, are not
presented, in all material respects, in conformity with the ONDCP’s Circular,
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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 USMS
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.

s

Mark L. Hayes, CPA, CFE

Director, Financial Statement Audit Office
Office of the Inspector General

U.S. Department of Justice

January 18, 2013
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U.S. Department of Justice
United States Marshals Service
Detailed Accounting Submission
Table of Drug Control Obligations
For Fiscal Year Ended September 30, 2012
(Dollars in Millions)

Drug Obligations by Budget Decision Unit and Function: FY 2012
Decision Unit #1: Fugitive Apprehension Actual Obligations
International $ 1.30
Investigations 132.20
Total Fugitive Apprehension $ 133.50

Decision Unit #2: Judicial and Courthouse Security
State and Local Assistance $ 75.10
Total Judicial and Courthouse Security $ 75.10

Decision Unit #3: Prisoner Security and Transportation
State and Local Assistance $ 40.20
Total Prisoner Security and Transportation $ 40.20

Total Drug Control Obligations $ 248.80
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U.S. Department of Justice
United States Marshals Service
Detailed Accounting Submission
Related Disclosures
For Fiscal Year Ended September 30, 2012

Disclosure 1: Drug Methodology

The USMS does not receive a specific appropriation for drug-related work in support of the
National Drug Control Strategy. Therefore, the USMS uses drug-related workload data to
develop drug control ratios and formulate the drug-related portion of the budget. For the
Fugitive Apprehension decision unit, the USMS uses ratios based on the number of warrants
cleared including felony offense classifications for federal, and state and local warrants such as
narcotics possession, manufacture, and distribution. For the Judicial & Courthouse Security and
Prisoner Security & Transportation decision units, the USMS uses workload percentages based
only on primary federal offenses in custody such as various narcotics possession, manufacture,
and distribution. Primary offenses refer to the crime that the accused is charged with that usually
carries the most severe sentence. For each decision unit, the drug-related offenses in custody or
drug-related warrants cleared are divided by the total number of offenses in custody or warrants
cleared to calculate the drug-related percentages. The percentage is then multiplied by the
respective decision unit’s budget to formulate the drug-related crosscuts. The USMS derives its
drug-related obligations starting with the USMS Salaries and Expenses (S&E) Appropriation
actual obligations at fiscal year-end as reported in the SF-133, Report on Budget Execution and
Budgetary Resources. Drug workload ratios are applied towards decision units that impact drug
work to derive the drug-related obligations.

Data — All accounting information for the USMS is derived from USMS Standardized
Tracking Accounting and Reporting System (STARS).

Financial Systems — STARS is USMS’s financial system that provides USMS with
obligation data. Obligations in this system can also be reconciled with the enacted
appropriation. Beginning in FY 2013 the USMS converted its financial management
system to the Unified Financial Management System.

Disclosure 2: Methodology Modifications

Prior to FY 2012 the USMS did not report drug related obligations. In FY 2010, the Office of
National Drug Control Policy (ONDCP) convened a panel of experts to determine which federal
agency programs should be included in the National Drug Control Budget. This panel applied a
two-pronged test: first, to determine whether the program had a drug-control nexus, and second
to determine whether the program had an acceptable budget estimation methodology. Based on
the panel’s recommendation, beginning in FY 2012 the USMS was added to the National Drug
Control Budget.
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Disclosure 3: Material Weaknesses or Other Findings

The USMS’ FY 2012 Independent Auditors’ Report on Internal Control over Financial
Reporting revealed no material weaknesses.

Although no material weaknesses were noted in the FY 2012 USMS audit report on internal
controls, one significant deficiency was reported. The significant deficiency related to
inadequate funds management controls and was an improvement from the prior year reported
material weakness. Specifically, the audit found instances where the USMS does not have
adequate financial and compliance controls to ensure that obligation transactions are executed
and recorded in accordance with laws and regulations, and that related undelivered orders and
accounts payable balances are accurate and complete. This finding, while not a material
weakness, has an undetermined impact on the presentation of drug-related obligations. It is
important to note that errors identified during the audit were not material enough to warrant
adjustment of the USMS financial statements.

The USMS Management concurs with the finding. This year, the Financial Services Division
(FSD) leadership conducted both District and Headquarters Program Office Administrative
Officer (AO) Training, which served to inform and educate AOs on key business process
changes; FY 12 Office of the Inspector (OIG) audit readiness insights; the Unified Financial
Management System (UFMS) integration and implementation updates; and key administrative
and operational messages from Executive and Program Office Leadership. Quarterly Execution
Reviews (QERs) were implemented by executive leadership with the Program Offices, focusing
on operating plans versus spending in all areas, as well as monthly District reviews conducted by
the FSD.

Disclosure 4: Reprogrammings or Transfers

There were no reprogrammings or transfers that directly affect drug-related budgetary resources.
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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, 2012
(Dollars in Millions)

Drug Obligations by Budget Decision Unit and Function: FY 2012
National Drug Intelligence Center Salaries and Expenses Actual Obligations
Intelligence $ 18.41
Total NDIC Salaries and Expenses $ 18.41

Total Drug Control Obligations $ 18.41
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Tab H
Department of State
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Office of Inspector General

Attestation Review of
Annual Accounting of Drug Control Funds
and Performance Summary by
U.S. Agency for International Development
for FY 2012

The Office of Inspector General (OIG) reviewed the accompanying Accounting and
Authentication of Drug Control Funds and Related Performance Report (the submission)
of the U.S. Agency for International Development (USAID) for the fiscal year ended
September 30, 2012. This submission is the responsibility of USAID. Management of
USAID prepared the submission and management’'s assertions to comply with the
requirements of the Office of National Drug Control Program (ONDCP) Circular, Drug
Control Accounting, dated May 1, 2007.

OIG’s review was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants, as specified in section 8 of the
ONDCP Circular. A review is substantially less in scope than an examination, the
objective of which is the expression of an opinion on the submission. Accordingly, we do
not express such an opinion.

Based on our review, nothing came to our attention that caused us to believe that
USAID’s submission did not, in all material respects, reliably represent its FY 2012
obligation and performance targets and results for fiscal year ended September 30, 2012
and comply with ONDCP criteria.

This review is intended solely for the information and use of ONDCP in meeting its
statutory obligation to provide an accounting of prior year drug control funds and
performance. It should not be used by other parties for any other purpose.

N lra

Tim Cox
Assistant Inspector General for Audit

U.S. Agency for Intemational Development
1300 Pennsylvania Avenue, NW
Washington, DC 20523

http://www. usaid.gov
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FROM THE AMERICAN PEOPLE

Jon E. Rice March 22, 2013
Associate Director for Performance and Budget

Office of National Drug Control Policy

Washington, D.C. 20503

Dear Mr. Rice:

In accordance with the Office of National Drug Control Policy Circular, Drug
Control Accounting, dated May 1, 2007, the United States Agency for International
Development (USAID) is submitting its Accounting and Authentication of FY 2012 Drug
Control Funds and Related Performance Report. The Inspector General’s attestation
report is enclosed.

For the purposes of Section 6 financial disclosures and assertions in the attached
report, I certify that all the information presented for the USAID is true and correct and 1
concur with all assertions associated with USAID in Section 6. For the purposes of
Section 7 program performance disclosures and assertions, I cannot certify to them, but
they seem reasonable to me and I have no reason to object to the certifications given by
others.

If you would like to address any questions associated with our submission, please
call me on (202) 567-4793.

Sincerely,
Kent Kuyumjian
Acting Chief Financial Officer
Enclosures:
1) Accounting and Authentication of Drug Control Funds and Related
Performance Report

2) USAID Inspector General Attestation Report

3) FY2012 Independent Auditors’ report

4) Management Comments (Appendix II, Financial Section, USAID FY 2012
Financial Report)

U.S. Agency for Intemational Develiopment
1300 Pennsylvania Avenue, NW
Washington, DC 20523

www.usaid.gov



Agency for International Development

Accounting and Authentication of Drug Control Funds and Related Performance
Report for 2012

Reference: ONDCP Circular: Drug Control Accounting (May 1, 2007)
6. Detailed Accounting Submission

6. a. Table of Prior Year Drug Control Obligations

Table 1 2012
Agency for International Development

Drug Control Obligations:

$ in Miilions
FY 2012
Actual
Drug Resources by Drug Control Function
intemationali 100.9
Total 100.9
Drug Resources by Decision Unit
Altemnative Development and Altemative Livelihoods-Afghanistan 0.0
Altemative Development and Alternative Livelihoods-Andean Region 100.9
Total 100.9
Drug Resources by Function and Decision Unit
Intemational-Altemative Development and Altemative Livelihoods-Afghanistan 0.0
Intemational-Altemative Development and Altemative Livellhoods-Andean Region 100.9
Total 100.9
Information
Total Agency Budget* 11,575.6
Drug Related Percentage™ 1%

* USAID 2012 Agency-wide Appropriations per 2012 Statement of Budgetary Resources
** Total Drug Control Obligations divided by Total Agency Budget

6. a. (1) Drug Methodology

All obligations provided in Table 1 were made from funds appropriated in FY 2012 and
are classified in USAID’s accounting system of record in program area 1.4.2 -
Alternative Development and Alternative Livelihood”. USAID incurred these
obligations during FY 2012.



At the request of ONDCP we also report herein that during FY 2012 USAID obligated
$5.3 Million in the Andean Region and $60.9 Million in Afghanistan from funds
appropriated prior to FY 2012. This amount is not included in Table 1, above.

6. a. (1) (a) Obligations by Drug Control Function

Table 1 shows Obligations by Drug Control Function. All of the reported obligations
supported programs whose function is best described as “International” as defined in the
2008 version of Attachment D of the ONDCP Circular: Budget Formulation, May 1,
2007.

6. a. (1) (b) Obligations by Budget Decision Unit

Table 1 shows Obligations by Decision Unit. All of the reported obligations supported
programs in the decision units as defined for USAID in the 2008 version of Attachment B
of the ONDCP Circular: Budget Formulation, May 1, 2007.

6. a. (2) Methodology Modifications
The drug methodology for 2012 has not been modified from the previous year, 2011.
6. a. (3) Material Weaknesses or Other Findings

As identified in the U.S. Agency for International Development (USAID) Chief Financial
Officers (CFO) Act of 1990 audit and feedback provided in the enclosed FY2012
Independent Auditors’ report (Enclosure 3), the Office of Inspector General (OIG) has
issued a qualified opinion on USAID’s financial report with respect to the material
weaknesses in USAID’s reconciliation of its Fund Balance With Treasury account with
Treasury and recording of adjustments to its general ledger. For each material weakness,
corrective actions currently underway as identified in Management Comments (Enclosure
4).

6. a. (4) Reprogrammings or Transfers

USAID did not submit any reprogrammings or transfers to ONDCP in FY 2012
6. a. (5) Other Disclosures

None.

6. b. Assertions



6. b. (1) Obligations by Budget Decision Unit

The Obligations reported by budget decision unit are the actual obligations from
USAID’s accounting system of record for the stated Budget Decision Units.

6. b. (2) Drug Methodology

The drug methodology used to calculate obligations of prior year budgetary resources by
function and by budget decision unit is reasonable and accurate based on criterion (c)
Financial Systems. The financial systems at USAID that support the drug methodology
yield data that fairly presents, in all material respects, aggregate obligations from which
the drug-related obligation amounts were derived.

6. b. (3) Application of Drug Methodology

The drug methodology disclosed in section 6 a. (1) Drug Methodology, above, was the
actual methodology used to generate Table 1, above.

6. b. (4) Reprogrammings or Transfers

The data presented in Table 1, above, are associated with 2012 obligations against a
financial plan. Also, as stated above in section 6. a. (4) Reprogrammings or Transfers
USAID did not submit any reprogrammings or transfers to ONDCP in FY 2012.

The financial plan against which the obligations in Table 1, above, are associated is
USAID’s FY 2012 Operational Plan. USAID Drug Related activities in that plan are
identified as part of Strategic Objective 1.4.2 (Alternative Development and Alternative
Livelihoods). Funds in Program Area 1.4.2 are posted in USAID’s accounting system at
the Activity level using Program Element A016 (Alternative Development and
Alternative Livelihoods).

6. b. (5) Fund Control Notices

Not applicable. ONDCP did not issue any Fund Control Notices to USAID in FY 2012,



(4) Discuss the procedures for collection of valid data and targets: Data on creation
of licit jobs is collected from a variety of sources, including relevant literature and sector
studies, household surveys, market trends and from our project implementers, who are
providing technical assistance or other support to private firms, cooperatives, producer
associations and other groups that are hiring additional workers. These jobs are usually
associated with the creation of a new enterprise, the expansion of an existing enterprise,
or the production of a new crop, commodity, or product. This number also includes cash-
for-work programs. In cases where the number of farms or agribusinesses is not too
large, the data is collected from each individual entity. In cases where individual
collection is not practical, then a random sample of farms/agribusinesses is undertaken.

As the security situation allows, project managers, C/AORs and on-site monitors are
responsible for visiting project sites to ensure that data collection methodologies and
procedures are sound and to conduct periodic data quality assessments. Targets are
established by considering current and future planned activities, budget levels, cost
estimates for implementation, and consultations with groups or associations of farmers in
targeted areas.

8. Inspector General Authentication

See OIG Report, attached.
9. Unreasonable Burden

Not applicable. USAID’s obligations exceed the $50 million threshold level for
simplified reporting.

11



Office of Inspector General
November 16, 2012
MEMORANDUM

TO: David D. O or, c&f Znandal Officer
FROM:  Tim Cox, Al l“‘?,__

SUBJECT: Audit of USAID's Financial Statements for Fiscal Years 2012 and 2011

The Office of Inspector General (OIG) is transmitting its report on the Audit of USAID's Financial
Statements for Fiscal Years 2012 and 2011. Pursuant to the Govermment Management Reform
Act of 1994, Public Law 103-356, USAID is required to prepare consolidated financiai
statements for the fiscal year. Office of Management and Budget (OMB) Circular A-136,
“Financial Reporting Requirements,” requires USAID to submit a Performance and
Accountability Report, including audited financial statements, to OMB, the Department of the
Treasury, and the Government Accountability Office by November 18, 2012. In accordance with
the requirements of OMB Circular A=136, USAID has elected to prepare an alternative Agency
Financial Report that inciudes an Agency Head Message, Management's Discussion and
Analysis, and a Financial Section.

OIG has issued a qualified opinion on USAID’s principal financial statements for fiscal year 2012
and an unqualified opinion on the 2011 financial statements. With respect to internal control, we
identified two deficiencies that we consider material weaknesses. The material weaknesses
pertaln to USAID’s processes for (1) reconciling its fund balance with the U.S. Treasury and (2)
recording adjustments to the general ledger. Additionally, we Identified six deficiencies in
internal control that we consider significant deficiencies. The significant deficiencies pertain to
USAID's processes for (1) reconciling loans receivable, (2) deobligating unliquidated
obligations, (3) accounting for advances, (4) estimating and recording accounts payable and
accrued expenses, (5) accounting for payroll activities, and (8) reconciling intragovernmental
transactions.

We found no instances of substantial noncompliance with requirements for federal financial
management systems, federal accounting standards, or the U.S. Standard General Ledger at
the transaction level as a result of our tests required under Section 803(a) of the Federal
Financial Management Improvement Act of 1986 (FFMIA). However, we reported one
significant deficiency in the Agency's annual Federal Information Security Management Act
report, No. A-000-13-003-P dated November 14, 2012, which we classified as an instance of
substantial noncompliance with FFMIA as required by OMB Bulletin 07-04, *Audit Requirements
for Federal Financial Statements.”

U.S. Agency for Intemational Development
1300 Pennsyivania Avenue, NW

DC 20523
hetp:/foig usaid.gov

USAID FY 2012 AGENCY FINANCIA. REPORT | FINANCIAL SECTION
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This report contains six recommendations to improve USAID's internal control over financial
reporting.

We have considered your response to the draft report and the recommendations Included
therein. We acknowledge your management decisions on the recommendations. Please
forward all information to your Office of Audit, Planning and Coordination for final action. (See
Appendix Il for USAID's Management comments.)

We appreciate the cooperation and courtesies extended to us during the audit. OIG is looking
forward to working with you on our audit of USAID's fiscal year 2013 financial statements.

USAID FY 2012 AGENCY FINANCIAL REPORT | FINANCIAL SECTION



INDEPENDENT AUDITOR'S
REPORT ON USAID'S
FINANCIAL STATEMENTS

We have audited the accompanying consolidated balance sheets of USAID as of September 30,
2012 and 2011, and the consolidated statements of net cost, consolidated statements of
changes In net position, and combined statements of budgetary resources of USAID for the
years ended September 30, 2012 and 2011. These financial statements are the responsibility
of USAID's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted the audits in accordance with auditing standards generally accepted in the
United States; generally accepted Government Auditing Standards issued by the Comptroller
General of the United States; and OMB Bulletin 07-04, “Audit Requirements for Federal
Financial Statements,” as amended. Those standards and OMB Bulletin 07-04 require that we
plan and perform the audits to obtain reasonable assurance that the financial statements are
free of material misstatements. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and the significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that these audits
provide a reasonable basis for our opinion.

USAID recorded a series of unsupported adjustments to bring its general ledger into agreement
with its accounting journal (budget module) and its Fund Balance With Treasury general ledger
account into agreement with the U.S. Treasury balance. Subsequently, USAID recorded
another series of unsupported adjustments to match its budgetary accounts to its proprietary
accounts. We were not able to obtain evidence to support the adjustments, nor were we able to
perform alternative procedures to determine the veracity of the adjustments. These
unsupported adjustments resulted in changes to the accounts and statements as indicated in

Table 2.
Table 2. Unsupported Adjustments

Increase or
Account Name {Decrease) Statement (FY 2012)

($ million)
Outstanding Advances 478 | Balance Sheet
Expended Appropriations 418 | Statement of Changes in Net Position
Undelivered Orders, Prepaid 420 | Statement of Budgetary Resources
Delivered Orders. Unpaid 264 | Statement of Budgetary Resources
Fund Balance With Treasury {58) | Balance Shest
Unexpended Appropriations Used 418) | Statement of Changes in Net Position

| Operating Expenses/Program Costs 420) | Statement of Net Costs

Delivered Orders, Paid (278) | Statement of Budgetary Resources
Undelivered Orders, Unpaid (406) | Statement of Budgetary Resources

USAID FY 2012 AGENCY FINANCIAL REPORT | FINANCIAL SECTION
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In our opinion, except for the effects of the unsupported adjustments on the 2012 financial
statements as shown in the table on the preceding page, the financial statements referred to
above present fairly, in all material respects, USAID’s assets, liabilities, and net position; net
costs; changes in net position; and budgetary resources as of September 30, 2012 and 2011,
and for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

The Management's Discussion and Analysis and Required Supplementary Information sections
are not required parts of the consolidated financial statements but represent supplementary
information required by OMB Circular A-136, “Financial Reporting Requirements.” We have
applied certain limited procedures to this information, primarily consisting of Inquiries of
management regarding the methods of measurement and presentation of this information.
However, we did not audit this information, and accordingly, we do not express an opinion on it

In accordance with generally accepted Govemment Auditing Standards, we have also issued
reports, dated November 16, 2012, on our consideration of USAID’s internal control over
financial reporting and on our tests of USAID's compliance with certain provisions of laws and
regulations. These reporis are an integral part of an overall audit conducted in accordance with
Govermnment Auditing Standards and should be read in conjunction with this report.

This report is intended solely for the information and use of those charged with governance at
USAID (the USAID Administrator, Deputy Administrator, Assistant Administrator for
Management, and Chief Financial Officer) and others within USAID, as well as for OMB and
Congress, and is not intended to be and should not be used by anyone other than these
specified parties. However, this report is a matter of public record, and its distribution is not
limited.

sg) «LQLO nir

Nov 18, 2!

USAID FY 2012 AGENCY FINANCIAL REPORT | FINANCIAL SECTION
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Appendix !}
Page 1 of 5

MANAGEMENT COMMENTS
=USAID

FROM THE AMERICAN PEOPLE

</

November 15, 2012

MEMORANDUM
TO! AIG/A, Tim Cox
FROM: M/CFO, David D. Ostermeyer /QA&}\---n

SUBJECT: Management Response to Draft Independent Auditor's Report on USAID's
Financial Statements for Fiscal Years 2012 and 2011
{Report No. 0-000-13-001-C)

Thank you for your draft report on the Audit of USAID's Financial Statements for Fiscal Years
2012 and 2011 and for the information provided by your staff throughout this process. We
understand the basis for the issuance of a qualified opinion on USAID's principal financial
statements for FY 2012 and unqualified opinion on its FY 2011 financial statements, by the
USAID Office of the Inspector General.

The Agency will continue work to improve its financial systems and processes to receive an
unqualified opinion on future statements. Our comments and management decisions regarding
the findings and proposed audit recommendations follow.

Material Weakness: USAID Recorded Unsupported Adjustments to Bring its Fund
Balance With Treasury Account Into Agreement With the U.S. Treasury's Balance

ion 1. We recommend that the Chief Financial Officer verify that all
differences between USAID and the Department of the Treasury are researched and resolved In
a timely manner in accordance with Treasury financial manual reconciliation procedures.

Management Decision: The Office of the Chief Financial Officer accepts the recommendation.

In FY 2013, we will focus our attention to research and resolve the $114 million difference and
all web-based Cash Reconciliation System (eCART) outstanding differences over one year old.

USAID is proud that it has effectively addressed the inconsistencies between the Department of
the Treasury (Treasury) cash balances and the General Ledger (GL) cash balances. We have
corrected the inconsistencies between our GL and our subsidiary accounting journal except for
issues related to advance refunds. The support for our changes at Treasury and in the GL is
provided by the millions of underlying source transactions in our subsidiary accounting journals

USAID FY 2012 AGENCY FINANCIAL REPORT | FINANCIAL SECTION
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We acknowledge that the advance inconsistency has caused problems with our GL and
recognize that our Inspector General was not satisfied with the explanations provided to justify
the adjustments.

During FY 2012, USAID successfully eliminated virtually all of the differences between the Fund
Balance with Treasury (FBWT or cash) account recorded in the GL of its financial accounting
system (Phoenix) and the Fund Balance reported by Treasury. USAID adjusted its Treasury
cash balances to its GL cash balances plus outstanding cash reconciling items in all
appropriations except one. USAID consolidated all Treasury/GL cash differences into a single
appropriation at Treasury. In that appropriation, Treasury cash was $114 million more than GL
Cash plus outstanding items. The $114 million difference is partially caused by GL issues and
partially caused by prior year cash reconciiiation issues.

We implemented processes in 2012 to enable us to avoid future cash reconciliation problems.
A process tool implemented in May 2012 is the web-based Cash Reconciliation System
(eCART). We appreciate the Inspector General's acknowledgement of eCART. This tool
enables missions and headquarters to monitor all outstanding cash reconciliation items for
USAID's approximately 100 Agency Location Codes in a timely manner. We have also
improved our reconciliation process for payments made by our third party payment service
providers related to USAID grants and payroll.

Target completion date: March 28, 2013

Material Weakness: USAID Made Adjustments to Various Accounts In its General Ledger
That it Could Not Justify

Recommendation: No. 2: We recommend that the Chief Financial Officer augments its general
ledger reconcillation processes to ensure that (a) the postings in the general ledger are
reconciled periodically with the postings in the subsidiary ledgers, (b) general ledger differences
are researched and resolved in a timely manner, (c) errors are cormrected in a timely manner to
maintain accurate account balances in the general ledger, and (d) detailed documentation of
analysis and reconclliations supporting adjustments are maintained and easily retrievable for
examination.

Management Degcision: The Office of the Chief Financial Officer accepts the recommendation.

We accept the finding that adjustments were recorded without first researching and resolving
the differences in the account balances at the level of detail provided by the cited guidance.
Given the large number of accounts, we chose to correct the GL based on summaries of the
source transactions. We note with respect to part (d) that we already malntain the detailed
documentation described in the finding but we will reassess its accessibility.

The primary support for our changes at Treasury and in the GL is provided by the millions of
underlying source transactions in our subsidiary accounting joumals. We believe that in the
coming months, we can provide additional information to further support these adjustments.

We chose to take these measures to eliminate the Inconsistencies because we were
determined to solve a material weakness first identified in our FY 2008 Annual Financial
Reports. Our approach was to calculate what the cash balances should be based on the last 12
years' worth of source transactions in the subsidiary accounting journals that support our
Budget Module. We then corrected the GL cash totals to make them consistent with the cash

USAID FY 2012 AGENCY FINANCIAL REPORT | FINANCIAL SECTION
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totals in the subsidiary accounting journals. We used the same source transactions to correct
the budgetary status GL accounts so that they would meet other tie point tests as prescribed by
Treasury. Finally, we corrected the cash balances for our appropriations at Treasury and made
them consistent with both the GL and the source transactions in our subsidiary journals.

In making our decisions, we were guided by the following principles:

SFFAS 1, Paragraph 110:

A fund balance is created by budgst authority. An appropriation is the major form of budget
authonity that creates a fund balance with Treasury for an entity. Thus, the relationship between
fund balance with Treasury and budget authority cannot be ignored.

Fund Balance with Treasury Reconclliation Procedures, A Supplement to the TFM

Also, the accounting system should be capable of producing subsidiary reports that provide a
detailed history of receipt and disbursement activity recorded during the month, by fund. The
subsidiary report balances should agree with the G/L.

As stated in the Inspector General's report, we did not follow established procedures for
reconciling general ledger accounts that require reviewing each transaction, determining the
validity of fransaction errors, and mainteining documentation to show the cause of each error
and their resulting adjustments. It was not feasible to correct our Subsidiary accounting
journal/GL cash balance inconsistencies by individually identifying and correcting errors since
the errors were part of thousands of transactions occurring over more than a decade. We did,
however, identify and correct most of the causes that created these Inconsistencies to meet the
principles of the Treasury guidance.

Target completion date: June 30, 2013

Significant Deficiency: USAID’s Process for Reconclliing Loans Receivable is Not
Effective and Does Not Resolve Differences in a Timely Manner (Repeat Finding)

Based on recommendations for this finding made in last year's audit, USAID implemented a
plan to address the recommendation that the Office of the Chief Financial Officer (CFO)
(a) develop and implement a plan to complete its reconciliation of loan balances in the Phoenix
accounting system with balances maintained in PNC's Enterprise Loan System and (b) ensure
that all Enterprise Loan System transactions transmitted to Phoenix via the interface are
properly accounted for and recorded in Phoenix.

As noted by the Inspector General, USAID implemented this plan in FY 2012. Our progress in
reconciling loan restructurings was significant in FY 2012 and we expect to complete our work in
FY 2013 to fully address this finding. We will provide information to the IG so they may monitor
our progress in completing the reconciliation.

Target completion date: June 30, 2013

Significant Deficiency: USAID's Process for Reviewing and Deobilgating Unliquidated
Obiigations Is Not Effective (Repeat Finding)

m on No. 3: We recommend that the Chief Financial Officer coordinate with the

Office of Acquisition and Assistance and relevant Bureau Assistant Administrators to (a) Initiate
targeted reviews of awards that are more than 3 years old with unliquidated cbligation balances

USAID FY 2012 AGENCY FINANCIAL REPORT | FINANCIAL SECTION
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and (b) ensure that obligation managers conduct the periodic reviews required to initiate
deobligation action on uniiquidated obiigations.

Management Decision: The Office of the Chief Financial Officer accepts the recommendation.

USAID will continue to identify and reduce the current contract and obligation closeout, and
employ the services of an independent accounting firm to assist in the review and process but
does not agree that our review process Is ineffective.

Based on prior audits, USAID management acknowledged that a significant cause of
unliquidated obligation balances was caused by the backlog of contract closeouts, a required
step in the Federal procurement process, and made significant progress in addressing this
Issue.

Target completion date: September 30, 2013

Significant Deficiency: USAID's Process for Accounting for Advances Is Not Effective
(Repeat Finding)

Recommendation No. 4: We recommend that the Chief Financlal Officer (a) continue to
upgrade controls at missions, (b) update Automated Directives System 636 to include the
desktop procedures that were implemented by Cash Management and Payment Division, (c)
clarify when an outstanding advance should be reported to the contracting or agreement officer
for debt determination, (d) research and resolve all outstanding amounts that remain In the
Department of Health and Human Services synchronization report from prior years, and (e)
implement a review and approval process to accurately reclassify expenses as advances for
amounts that were reported by the Department of Health and Human Services Payment
Management System.

Management Decision: The Office of the Chief Financial Officer accepts the recommendation.

We will continue to strengthen and improve business processes to reduce the Agency's
outstanding advances to address this finding. Each recommendation component will be
addressed by the following actions: (a) continue to upgrade controls at missions by; (b) revising
ADS 638 Program Advances to include Internal Mandatory References related to procedures
which enhance the liquidation process for both Washington and Missions; (c) revising ADS 636
Program Advances to clarify when an outstanding advance should be reported to the
contracting or agreement officer for debt determination and cross reference ADS 636 and 625;
(d) USAID resolved a $4.8 million item related to non-pooled advances and will resolve the
remalning items totaling $2.9 million; and (e) strengthen the review and approval process for
reclassifying expenses as advances for amounts reported by the Department of Health and
Human Services Payment Management System

Target completion dates: September 30, 2013 for (a) — (¢). March 31, 2013 for (d) and (e).

Significant Deficiency: USAID’s Process to Calculate and Record Accounts Payable and
Accrued Expenses Needs improvement

Recommendation No. 5: We recommend that the Chief Financial Officar coordinate with the
Office of Acquisition and Assistance to implement procedures to verify that contracting officer
representatives review, validate, and modify as necessary the quarterly accounts payable and

USAID FY 2012 AGENCY FINANCIAL REPORT | FINANCIAL SECTION
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accrued expenses generated by the Accrual Reporting System before that information is
recorded in the general ledger.

Management Decision: The Office of the Chief Financial Officer accepts this recommendation
and will coordinate with the Office of Acquisition and Assistance to issue procedural reminders
to assure the appropriate review of information generated by the Phoenix Accruals Query.

Target completion date: June 30, 2013
USAID's Process to Record Payroll Deductions and Entitiement Payment s Not Effective

Recommendation No, 8: We recommend that the Chlef Financial Officer in coordination with
the Office of Human Resources (a) ensure that personnel files are updated to refiect all
personnel actions and (b) a reconciliation with National Finance Center records are performed
to ensure that bi-weekly and annual salary pay caps are not exceeded.

me| ision: The Office of the Chief Financial Officer accepts this recommendation
and will coordinate with the Office of Human Resources to: (a) ensure that personnel files are
updated by eliminating the backlog of personnel actions; and (b) work with the National Finance
Center to implement a system edit to assist in preventing annual salary payments above the

aggregate pay cap.
Target completion date: June 30, 2013
intragovernmental Transactions Remain Unreconciled (Repeat Finding)

USAID will continue to coordinate with other federal agencies to resolve the Intragovernmental
differences in a timely manner.

Target completion date: September 30, 2015

In closing, 1 would like to confirm USAID's commitment to providing necessary information so
the Office of the Inspector General may express an unqualified opinion on our future financial
statements. We intend to ensure that the necessary steps are taken to continue to
institutionalize strong financial management performance throughout the Agency. We will
continue the improvements made In the last few years as we work diligently to develop and
implement long-term solutions to address the findings and recommendations cited in your

report.

USAID FY 2012 AGENCY FINANCIAL REPORT | FINANCIAL SECTION
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(A

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

Office of the Secretary
of Transportation

February 1, 2013

Ms. U. Jane Sanville

Acting Associate Director, Office of Performance and Budget
Office of National Drug Control Policy

Washington, DC 20503

Dear Ms. Sanville:

This report presents the results of our independent review of the U.S. Department
of Transportation, Federal Aviation Administration’s (FAA) fiscal year 2012 Drug
Control Obligation Summary and Performance Summary reports to the Office of
National Drug Control Policy (ONDCP). Both reports are dated January 13, 2013.
The reports and our review are required by 21 U.S.C. §1704 (d) and ONDCP’s
Circular, Annual Accounting and Authentication of Drug Control Funds and
Related Performance, of May 2007 (Circular).

The Circular states that when drug-related obligations are less than $50 million
and a detailed accounting would constitute an unreasonable burden, agencies are
permitted to submit an alternative report. Because FAA’s fiscal year 2012 drug-
related obligations were less than $50 million, FAA submitted an alternative
report. In our attestation review, we (1) assessed whether providing a detailed
accounting of funds expended on National Drug Control Program activities would
constitute an unreasonable burden, and (2) reviewed FAA’s report and related
management assertions to determine the reliability of those assertions in
compliance with the Circular, in all material respects. We conducted our review in
accordance with generally accepted Government auditing standards for attestation
engagements. However, a review is substantially more limited in scope than an
examination, which expresses an opinion on the accuracy of FAA’s Drug Control
Obligation Summary and Performance Summary reports. Because we conducted
an attestation review, we do not express such an opinion.

Drug Control Obligations Summary
We performed review procedures on the accompanying report (Enclosure 1),

FAA’s fiscal year 2012 Drug Control Obligation Summary, based on criteria
specified in the Circular. Our work was limited to inquiries and analytical

Report Number FI-2013-038
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procedures appropriate for an attestation review. Specifically, we tested selected
accounting internal controls to ensure drug control funds were properly identified
in the accounting system. We traced $17 million of FAA’s reported $26.3 million
in drug control obligations to the Department’s accounting system. Because FAA
is reporting a total amount in drug control obligations—$26.3 million—below the
Circular’s $50 million threshold for full reporting, we believe that full reporting
compliance would constitute an unreasonable reporting burden.

Performance Reporting Summary and Assertions

FAA’s fiscal year 2012 performance targets were to (1) initiate regulatory
investigations on 95 percent of all pilots involved in the sale or distribution of
illegal drugs within 30 days of knowledge, a conviction, or notification by law
enforcement; (2) ensure the aviation industry conducts random drug and alcohol
testing of safety sensitive employees with results not exceeding one percent
positives for drugs and one-half percent positives for alcohol; and, (3) conduct
1,650 FAA drug and alcohol inspections of the aviation industry to ensure
compliance with Federal regulations. FAA indicated that it met all three
performance targets.

We performed review procedures on the accompanying report (Enclosure 2),
FAA’s fiscal year 2012 Performance Summary Report, and management’s
assertions. Our review processes were limited to inquiries and analytical
procedures appropriate for an attestation review based upon the criteria specified
in the Circular. Specifically, we reviewed FAA’s internal controls for performance
measures to gain an understanding of how the measures were developed.

During our review, no information came to our attention that the accompanying
FAA fiscal year 2012 Drug Control Obligation Summary and Performance
Summary reports were not presented in conformity with the ONDCP Circular.

Sincerely,

e ceaOlipi

Louis C. King
Assistant Inspector General for Financial and
Information Technology Audits
Enclosure(s)
cc: DOT Audit Liaison, M-1
FAA Audit Liaison, AAE-100

Report Number FI-2013-038
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Obligations Summary
DEPARTMENT OF TRANSPORTATION
FEDERAL AVIATION ADMINISTRATION
(S in thousands)

RESOURCE SUMMARY
FY 2012
Obligations
Drug Resources by Budget Decision Unit and Function:
Decision Unit: Air Traffic Organization S 9,240
Subtotal, Air Traffic Organization 9,240
Decision Unit: Aviation Safety/Aerospace Medicine
Prevention S 15,213
Subtotal, Aviation Safety/Aerospace Medicine 15,213
Decision Unit: Security and Hazardous Material Safety
Intelligence Interdiction & State/Local Assistance S 1,801
Subtotal, Security and Hazardous Material Safety 1,801
Total Funding S 26,254
Drug Resources Personnel Summary
Total FTEs (direct only)
Air Traffic Organization 59
Investigations: Industry Drug Abatement 50
Prevention: Industry Drug Abatement 20
Prevention: Internal Substance Abuse Program 17
Subtotal, Aviation Safety/Aerospace Medicine 87
Security & Hazardous Materials Safety 16

Total FTEs 162
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(A

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

Office of the Secretary
of Transportation

February 1, 2013

Ms. U. Jane Sanville

Acting Associate Director, Office of Performance and Budget
Office of National Drug Control Policy

Washington, DC 20503

Dear Ms. Sanville:

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 2012 Drug Control Obligation Summary and Performance Summary
reports to the Office of National Drug Control Policy (ONDCP). Both reports are
dated January 30, 2013. The reports and our review are required by 21 U.S.C.
81704 (d) and ONDCP’s Circular, Annual Accounting and Authentication of Drug
Control Funds and Related Performance, of May 2007 (Circular).

The Circular states that when drug-related obligations are less than $50 million
and a detailed accounting would constitute an unreasonable burden, agencies are
permitted to submit an alternative report. Because NHTSA’s fiscal year 2012
drug-related obligations were less than $50 million, NHTSA submitted an
alternative report. In our attestation review, we (1) assessed whether providing a
detailed accounting of funds expended on National Drug Control Program
activities would constitute an unreasonable burden, and (2) reviewed NHTSA’s
reports and related management assertions to determine the reliability of those
assertions in compliance with the Circular, in all material respects. We conducted
our review in accordance with generally accepted Government auditing standards
for attestation engagements. However, 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.
Because we conducted an attestation 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 2012 Drug Control Obligation Summary, based upon criteria
specified in the Circular. Our work was limited to inquiries and analytical
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procedures appropriate for an attestation review. Specifically, we tested selected
accounting internal control procedures to ensure drug control funds were properly
identified in the accounting system. We traced $2.6 million of NHTSA’s reported
$2.7 million in drug control obligations to the Department’s accounting system
and verified that they were supported by contracts.

Because NHTSA is reporting an amount in drug control obligations—
approximately $2.7 million—which is below the Circular’s $50 million threshold
for full reporting, we believe that full compliance with this Circular would
constitute an unreasonable reporting burden.

Performance Reporting Summary and Assertions

NHTSA'’s fiscal year 2012 performance target was to develop and pilot test an
online version of the Advanced Roadside Impaired Driving Enforcement Training
(ARIDE) course. NHTSA indicated that it had designed the training course, and
that in the Fall of 2012, over 100 officers from five law enforcement agencies pilot
tested it.

We performed review procedures on the accompanying report (Enclosure 2),
NHTSA'’s fiscal year 2012 Performance Summary Report, and management’s
assertions. Our review processes were limited to inquiries and analytical
procedures appropriate for an attestation review based upon the criteria specified
in the Circular. Specifically, we reviewed NHTSA'’s internal control procedures
for performance measures, to gain an understanding of how the measures were
developed.

During our review, no information came to our attention that the accompanying
NHTSA fiscal year 2012 Drug Control Obligation Summary and Performance
Summary reports were not presented in conformity with the ONDCP Circular.

Sincerely,
%ﬁc/&gﬁ(

Louis C. King
Assistant Inspector General for Financial and
Information Technology Audits

Enclosure(s)

cc: DOT Audit Liaison, M-1
NHTSA Audit Liaison, NPO-310
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Department of
the Treasury



omiint . i
TREASURY INSPECTOR GENERAL FOR TAX ADMINISTRATION

Independent Attestation Review of the
Internal Revenue Service’s Fiscal Year 2012
Annual Accounting of Drug Control Funds and
Related Performance

January 25, 2013

Reference Number: 2013-10-019

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. 8 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.

1
Phone Number | 202-622-6500
E-mail Address | TIGTACommunications@tigta.treas.qgov
Website | http://www.treasury.gov/tigta
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HIGHLIGHTS

INDEPENDENT ATTESTATION REVIEW
OF THE INTERNAL REVENUE
SERVICE'S FISCAL YEAR 2012 ANNUAL
ACCOUNTING OF DRUG CONTROL
FUNDS AND RELATED PERFORMANCE

Highlights
Final Report issued on January 25, 2013

Highlights of Reference Number: 2013-10-019
to the Internal Revenue Service Chief
Financial Officer and Chief, Criminal
Investigation.

IMPACT ON TAXPAYERS

TIGTA reviewed the assertions in the IRS’s
Office of National Drug Control Policy (ONDCP)
Detailed Accounting Submission and
Performance Summary Report for Fiscal

Year 2012. IRS management is responsible for
preparing the report.

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 fairly 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 fairly presented in all
material respects in accordance with
ONDCP-established criteria.

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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DEPARTMENT OF THE TREASURY

WASHINGTON, D.C. 20220

TREASURY INSPECTOR GENERAL
FOR TAX ADMINISTRATION

January 25, 2013

MEMORANDUM FOR CHIEF FINANCIAL OFFICER
CHIEF, CRIMINAL INVESTIGATION

Y 7 7177(5*7

FROM: Michael E. McKenney
Acting Deputy Inspector General for Audit

SUBJECT: Final Audit Report — Independent Attestation Review of the Internal
Revenue Service' s Fiscal Year 2012 Annual Accounting of Drug
Control Funds and Related Performance (Audit # 201210030)

This report presents the results of our attestation review of the Internal Revenue Service' s Fiscal
Y ear 2012 Office of National Drug Control Policy Detailed Accounting Submission and
Performance Summary Report (the Report). The overall objective of this review wasto express
a conclusion about the reliability of each assertion made in the Report. Thisreview isincluded
inour Fiscal Year 2013 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 officias
reviewed this report prior to itsissuance and agreed with the facts and conclusions presented.

Copies of thisreport are also being sent to the Internal Revenue Service managers affected
by the report results. If you have any questions, please contact me or Gregory D. Kutz,
Assistant Inspector General for Audit (Management Services and Exempt Organizations).
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Service’s Fiscal Year 2012 Annual Accounting of Drug Control
Funds and Related Performance
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IRS Internal Revenue Service

ONDCP Office of National Drug Control Policy
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Independent Attestation Review of the Internal Revenue
Service’s Fiscal Year 2012 Annual Accounting of Drug Control
Funds and Related Performance

Background

The Anti-Drug Abuse Act of 1988* establishesasa _
policy goal the creation of adrug-free America. A key National Drug Control Program

. . - . agencies are required to submit
provision of the Act is the establishment of the Office of {o the Director of the ONDCP,
NaIIOI‘lal Drug CO”trOl PO“Cy (ON DCP) to set prIOI‘I'[IeS, not later than February 1 of each
implement a national strategy, and certify Federal year, a detailed accounting of all
Government drug control budgets. The Internal funds expended during the
Revenue Service (IRS) supports the National Drug previous fiscal year.
Control Strategy through its continued support of the

Organized Crime Drug Enforcement Task Force. The

mission of Criminal Investigation in Federal law enforcement’ s anti-drug effortsis 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 agencies’ are required to
submit to the Director of the ONDCP, not later than February 1 of each year, adetailed
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
isrequired, 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.

Thisreview was performed at the IRS Headquarters offices of the Chief Financia Officer and
Chief, Criminal Investigation, in Washington, D.C., during the period October 2012 through
January 2013. Our review was conducted in accordance with attestation standards established by
the American Institute of Certified Public Accountants and in compliance with generally
accepted government auditing standards. 1n general, our review procedures were limited to
inquiries and analytical procedures appropriate for an attestation review based upon the criteria

! 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.

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.

Page 1
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Independent Attestation Review of the Internal Revenue
Service’s Fiscal Year 2012 Annual Accounting of Drug Control
Funds and Related Performance

in the ONDCP Circular. Detailed information on our audit objective, scope, and methodology is
presented in Appendix |. Major contributors to the report are listed in Appendix I1.

Page 2
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Independent Attestation Review of the Internal Revenue
Service’s Fiscal Year 2012 Annual Accounting of Drug Control
Funds and Related Performance

Results of Review

Summary of the Independent Attestation Review of the Fiscal
Year 2012 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) 2012, which

ended September 30, 2012 (see Appendix V). The Report was prepared pursuant to

21 U.S.C. 1704 (d) and the ONDCP Circular: Drug Control Accounting, dated May 1, 2007.
IRS management is responsible for preparing the Report.

Our review was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants and in compliance with generally accepted government
auditing standards. An attestation review is substantially less in scope than an examination, the
objective of which is the expression of an opinion on the Report. Accordingly, we do not
express such an opinion.

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

While this report is an unrestricted public document, the information it containsis intended
solely for the use of the IRS, the U.S. 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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Independent Attestation Review of the Internal Revenue
Service’s Fiscal Year 2012 Annual Accounting of Drug Control
Funds and Related Performance

Appendix |

Detailed Objective, Scope, and Methodology

The overall objective of thisreview was to perform an attestation review of the IRS' s reporting
of FY* 2012 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:

l. Obtained an understanding of the process used to prepare the FY 2012 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 methodol ogy used.

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

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

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

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

A. Veified 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 2012 Drug Control Obligations.

C. Traced the information contained in the Table of FY 2012 Drug Control Obligations
to the supporting documentation.

! 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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Independent Attestation Review of the Internal Revenue
Service’s Fiscal Year 2012 Annual Accounting of Drug Control
Funds and Related Performance

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

A. Reviewed data supporting the Performance Summary Report to establish the
relationship to the National Drug Control Program activities.

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

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

A. Veified 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.

Page 5
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Independent Attestation Review of the Internal Revenue
Service’s Fiscal Year 2012 Annual Accounting of Drug Control
Funds and Related Performance

Appendix Il

Major Contributors to This Report

Gregory D. Kutz, Assistant Inspector General for Audit (Management Services and Exempt
Organizations)

Jeffrey M. Jones, Director

Anthony J. Choma, Audit Manager

KanikaKals, Lead Auditor

Y asmin B. Ryan, Senior Auditor
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Service’s Fiscal Year 2012 Annual Accounting of Drug Control
Funds and Related Performance

Appendix Il

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 Financial Officer OS:CFO
Deputy Chief, Criminal Investigation SE:Cl
Chief Counsel CC
National Taxpayer Advocate TA
Director, Office of Legislative Affairs CL:LA
Director, Office of Program Evauation and Risk Analysis RAS.O
Office of Internal Control OS:CFO:CPIC:IC
Audit Liaisons:

Chief Financial Officer OS.CFO

Chief, Criminal Investigation SE:CI
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Independent Attestation Review of the Internal Revenue
Service’s Fiscal Year 2012 Annual Accounting of Drug Control
Funds and Related Performance

Appendix IV

Internal Revenue Service’s Fiscal Year 2012
Detailed Accounting Submission and
Related Performance Summary Report

DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, D.C. 20224

CHIEF FINANCIAL OFFICER

ECEIVE

SN 9 28

January 9, 2013

MEMORANDUM FOR MICHAEL E. MCKENNEY
INSP CZR GENERAL FOR AUDIT

FROM: J. L
Chief Financial Officer

SUBJECT: Annual Accounting and Authentication of Fiscal Year (FY) 2012
Drug Control Funds, Related Performance, and Assertion of
Performance Information

The purpose of this memorandum is to transmit a revised IRS FY 2012 Annual
Accounting and Authentication of Drug Control Funds and Related Performance
Report, originally submitted oniDecember 5, 2012. Two percentages were changed in
Section A, Subsection 1) b).

The Treasury Inspector General for Tax Administration (TIGTA) is required to perform
an attestation review before the IRS submits this document to the Office of National
Drug Control Policy (ONDCP). After IRS receives TIGTA's conclusion as to the
reliability of each assertion, | will forward the document to the ONDCP.

If you have any questions, please contact me at (202) 622-6400, or have a member of
your staff contact Adina Leach, Acting Associate Chief Financial Officer for Corporate
Budget, at (202) 622-8770.

Attachments (2)

Page 8
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Independent Attestation Review of the Internal Revenue

Service’s Fiscal Year 2012 Annual Accounting of Drug Control

Funds and Related Performance

Attachment 1

INTERNAL REVENUE SERVICE

Annual Accounting and Authentication of Drug Control Funds and Related

Performance

DETAILED ACCOUNTING SUBMISSION

A. Table of Fiscal Year (FY) 2012 Drug Control Obligations

Drug Resources by Function {$000)
Investigations $63.508
Total $63,508
Drug Resources by Decision Unit

Narcotics Crimes $63,508
Total $63,508

1} Drug Methodology

a)

b}

All Drug Control Obligations (the resources appropriated and available for
these activities) are reported under one Drug Control Function and one
Budget Decision Unit, as shown in the above chart.

The Internal Revenue Service (IRS) Drug Control Budget encompasses the
Criminal Investigation (Cl} Narcoticsrelated program. The Office of National
Drug Control Policy {ONDCP) requires C! to report only on the Organized
Crime and Drug Enforcement Task Force (CCDETF) portion of the Narcotics
program. Cl's overall Direct Investigative Time (DIT) applied to narcotics
cases for FY 2012 was 12.4 percent of total DIT. The OCDETF sub-
component of this program was 11.2 percent of total DIT or 90.3 percent of
the total narcotics DIT,

The methodology for computing the resources appropriated and realized for
the OCDETF program is the application of the DIT attributable to OCDETF
cases and applying the DIT percentage to the total realized appropriated
resources, reduced by reimbursable funds and Earned Income Tax Credit
(EITC} resources, for the year for which the resources are being reported.
The result is determined to be the amount of resources expended on
OCDETF cases. This methodology has been approved by Ci, the IRS Chief
Financial Cfficer, and the Treasury Inspector General for Tax Administration
(TIGTA) during the FY 2006 ONDCP attestation review.

Fiscal Year 2006 was the first year OCDETF funding became a permanent

part of the CI's budget. In the past, OCDETF was a reimbursable program
administered by the Department of Justice (DOJ).

Page 9
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Independent Attestation Review of the Internal Revenue
Service’s Fiscal Year 2012 Annual Accounting of Drug Control

Funds and Related Performance

2) Methodology Modifications
None
3) Material Weaknesses or Other Findings

None
4) Reprogramming or Transfers
None
5) Other Disclosures
None
. Assertions
1) Obligations by Budget Decision Unit

Obligations reported by the Budget Decision Unit are a result of applying DIT
data derived from the Criminal Investigation Management Information System
(CIMIS) to the actuat obligations from the Ci realized Financial Plan, less
reimbursements and EITC funds.

2} Drug Methodology

The methodology used to calculate obligations of prior-year budgetary resources
is reasonable and accurate.

a) Data

Data is derived from CIMIS to determine the DIT applied to the OCDETF
activities. Each special agent submits CIMIS time reports monthly detailing
their activities relating to specific investigations. Each investigationis
associated with a specific program and sub-program area. The percentage of
DIT applied to each program area is calculated monthly with a final annual
percentage determined after the close of the fiscal year. The annual
percentage of DIT relating to OCDETF sub-program area items is applied to
the total resources expended for FY 2012 in the Cl budget (excluding
reimbursables and EITC). These OCDETF percentages include High
Intensity/OCDETF, OQCDETF, and Terrorism/OCDETF program areas. These
CCDETF DIT percentages are used to determine the total resources
expended on the OCDETF program.
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Independent Attestation Review of the Internal Revenue
Service’s Fiscal Year 2012 Annual Accounting of Drug Control
Funds and Related Performance

b) Other Estimation Methods
None

c) Financial Systems

The IRS Integrated Financial System (IFS) is the final authority for the IRS
resource obligations and yields data which fairly presents drug-related
obligation estimates.

4} Application of Drug Methodology

The methodology disclosed in this section was the actual methodology used to
generate the required table and meets all requirements described in Section 6 of
the ONDCP Circular: Drug Control Accounting. Calculations made using this
methodology are sufficiently documented to independently reproduce all data
and ensure consistency between reporting years.

5) Reprogramming or Transfers

The data presented is associated with obligations against a financial plan and
properly reflects any revisions occurring during the fiscal year.

6} Fund Controt Notices

Criminal Investigation asserts the data presented is 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, as applicable.

C. Performance Summary Report
1) Performance Reporting
a) Performance Measures

The IRS reviewed performance measures used by other agencies that
support the National Drug Control Strategy as wel! as budget-level
performance measures that are already used to address the effectiveness of
Cl activities. As a result of the review, the IRS determined that, in addition to
the number of subject criminal investigations completed, the most appropriate
performance measures to evaluate its contribution to the National Drug
Control Strategy were number of convictions and conviction rate. These are
both budget-level performance measures already used by Cl to evaluate its
performance as a whole. Criminal investigations completed for the QCDETF
program and all other programs are defined as total subject criminal
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