QFFICE OF THE ASSISTANT SECRETARY OF DEFENSE

WASHINGTON, I €, 2030G1-2500

SPECIAL BDRERATIONS,

LOW-INTENSITY CAONFLICT JAN O 6 ZGBB

Mr. David I. Rivait

Assottate Director -

Office of Programs, Budget, Research and Evaluations
Office of National Drug Control F'{)hcv

750 17" Street, NW

Wa&_-hmgton, D¢ 20503

Dear Mr Rivait:

In my capacity as Pnnmp‘tl Director for Counternarcotics, 1 asscit that tha drug .
methodslogy used to calculate obligations by drug control funciion of Fiscal Year 2005
budgetary resowrves is reasonable and accurate. 1 further assert that the obligation table in

TAB A was generated by the methodology as reflected in TAB B The obligations are
essociued wim a mmngldl plan that property reftecs all chianges made during e el

yeat. The Counternatcotics Central Transfer Account does not receive Fund Control
Notices and, therefore, any assertion regarding this is inapplicable:

- Sincerely,
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 DRUG METHODOLOGY

_ _Cem{al Traﬂsfef Aﬂwemt

The chuniemarccztzc:s (‘erztral Transfer Account (C?A Ywas estabtsshad in F’BD 6?8 _

m Novembﬁr 1989 Under the CTA, funds are appropriated by Congress to 4 snga '

“* budget line, not to the Services baselines. The CTA accounts for all counternarcolics = -
- resources fm the Department of Defense with the exception of OPTEMPO and Aclive D B SR
MILPERS. Funeﬁs are reprﬁgrammeﬁ ﬁ‘om the CTA to the Services and Defense ﬁzgﬁnm@sf e
in the year of execition. The CTA aliows for greater execution flexibility inthe -~ = =2
_ _Gaunte?nammlas program withthe Eblity 1o Yealign resolrces 1o sddress shanges n
- requirements. The CTﬁ. IS essenifaf to respond eﬁec’cweiy tm Eh& ynam;c naiure asf ihe
drug threat ST _ S PR PR

: '_ ':Cemmanders Féesgurcés Entegrateoﬂ Systam {CRES to tféck oblig :_
' _sys%ems ar& Utzhzed fs;}f {‘mmtemamaiics cxb! gatizzms ard csmmttments These




Ac{:{:untmg Codgs pmwde furnids- tracking mechams;ms tore r:qnf;"iie_ fu_ntﬁn_‘g &t \.?atiéus -
“levels of repoﬁ ﬁg an{ﬁ executmn ' a ' '

The Semcesﬁ}efeﬁse Agencies pr{:wde quarterly abﬂgailen t‘ep{:}i"éﬁ b}f pro;ect code

1o the Office of the ﬁeputy Assistant Secretary of Defense for Counternarcotics (CN).
Thags individual raprites are rarorvdad ona qpraﬁﬁah@zﬁ? and enmpilerd infn a Qiﬁﬁliﬂ'

counternarcotics obligatien report. The obligation and expeﬂdsture data provided by the -
Services/Defense Agencies are compared against their totaf annual counternarcotics ~ _' L
- funding for:gach appropriation. At the and of the year, ‘the Sarvices/Defense Agenc;es ;'j-_: o
.. Iprovide an end of year status report whlc%‘z reﬁa;;ts iheir aclual obligation data, nat arn.
' '-';i_jes‘tzmah@n T EE LTI R

Tﬁe r:;uarieriy obhgat tm repm’ts prowcied by the S.ewm@sf{)efens& Agencieﬁ ngl ud& B
§0b§z§atm and expenditure. da@a by project sode, not down to-the drug control function in-o oo

order to comply ONDCP's circular and provide t:%bhgatlf;m daia by functien twas -

nacessary fo U gememages for e:-;az:h project code. o




INSPECTOR GENERAL
DEPARTMENT OF DEFENSE
400 ARMY NAVY DRIVE
ARLINGTON, VIRGINIA 22202-4704

January 26, 2006

MEMORANDUM FOR THE DEPUTY ASSISTANT SECRETARY OF DEFENSE
(COUNTERNARCOTICS)

SUBJECT: Independent Auditor’s Report on the DoD FY 2005 Detailed Accounting
Report of the Funds Obligated for National Drug Control Program Activities
(Report No. D-2006-047)

Public Law 105-277 is known also as “The Office of National Drug Control Policy
Reauthorization Act” (the Act). The Act requires that DoD annually submit a detailed report
(the Report) accounting for all funds that it obligated for National Drug Control Program
activities during the previous fiscal year to the Director of the Office of National Drug
Control Policy. The Report is due no later than February 1 each year. The Act also requires
that the Inspector General of the Department of Defense authenticate the Report prior to its
submission to the Director.

Office of National Drug Control Policy Circular “Drug Control Accounting,” (the
Accounting Policy Circular) April 18, 2003, provides the policies and procedures to be used
in preparing the Report and authenticating the DoD funds obligated on National Drug
Control Program activities The Accounting Policy Circular specifies that the Report must
contain a table of prior year drug control obligations, listed by functional area, and include
five assertions relating to the obligation data presented in the table.

The Deputy Assistant Secretary of Defense (Counternarcotics) (DASD[CN]) is
responsible for the detailed accounting of funds obligated by DoD for the National Drug
Control Program for FY 2005. We have reviewed the DASD (CN) detailed accounting in
accordance with the attestation standards established by the American Institute of Certified
Public Accountants and in compliance with generally accepted government accounting
standards. A review-level attestation is substantially less in scope than an examination, the
objective of which is the expression of an opinion on the subject matter Accordingly, we
do not express an opinion.

We reviewed four DoD reprogramming actions that allocated $1,147.8 million
among the Military Departments, National Guard, and Defense agencies We determined
that DASD (CN) had allocated the funds to appropriations and project codes intended for the
DoD Counterdrug program. We obtained the year-end obligation reports from the Military
Departments and National Guard.

The DoD Office of Inspector General issued Report No. D-2006-012, “Report on
Controls Over Funds Used by Dol for the National Drug Control Program” on November 7,
2005, which concluded that the funds allocated to the counterdrug program were used for
counterdrug purposes for the transactions tested. However, we identified a material
management control weakness related to the DoD Components’ accounting for counterdiug
funds. In response to this weakness, DASD (CN) issued a policy memorandum on
August 25, 2005, requiring detailed transaction support for all Counterdrug obligations.



As part of our review attestation for FY 2005, we determined whether the DoD
Components that received Counterdrug funding from DASD (CN) had implemented
procedures to support reported obligations with detail transaction listings We requested and
obtained the listings that were available for reported obligations; however, the Military
Components were not able to support all obligations with detail transaction listings We
determined that the Military Components did not have adequate time to implement
procedures that would satisfy the DASD (CN) policy requiring detail transaction support for
all obligations.

DASD (CN) provided the Report in a letter dated January 6, 2006, which we
reviewed to determine compliance with the Accounting Policy Circular. The detailed
accounting indicated that $1,116.1 million was obligated during FY 2005 for the DoD
Counterdrug program in seven functional areas. The Office of the DASD (CN) manually
compiled the Report from data the Military Departments and other DoD Components
submifted.

DASD (CN) initially reprogrammed the funds from the Central Transfer Account to
the DoD Components, using project codes. The DoD Components provided year-end
obligation reports, identified by the same project codes, to the Office of the DASD (CN).
The Office of the DASD (CN) consolidated the year-end obligation reports into one
obligation report. In order to present the obligations by functional area in compliance with
the Accounting Policy Circular, the Office of the DASD (CN) applied percentages to each
project code in the consolidated report to compute the amounts presented in the table of
obligations instead of obtaining the information directly from the accounting systems

We cannot attest to the amounts presented in the Report’s table of obligations.
However, we can attest that the methodology described in the Report is the methodology
used to generate the amounts presented. Based on our review, except for the fact that the
Office of the DASD (CN) used percentages to calculate the obligations presented by
functional area, nothing came to our attention during the review that caused us to believe the
detailed accounting of funds obligated by DoD on the National Drug Control Program for
FY 2005 is not presented, in all material respects, in conformity with the Accounting Policy
Circular.

Gl s

aul J. Granetto, CPA
ssistant Inspector General
Defense Financial Auditing
Service




