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Commentary and Summary

The Assets Forfeiture Fund and Seized Asset Deposit Fund (AFF/SADF) is
a reporting entity within the U.S. Department of Justice (DOJ). The AFF/SADF
were created to serve as repositories for funds seized by participating agencies
and the sale proceeds from forfeited property. The proceeds deposited in the
AFF are used to cover certain operating costs of the DOJ Asset Forfeiture
Program. These include equitable sharing payments to state, local, and foreign
governments; joint law enforcement operations; contract services in support of
the program; and satisfaction of innocent third party claims. Operational
expenses do not include the salaries and administrative expenses of Asset
Forfeiture Program participants incurred while conducting investigations leading
to seizure and forfeiture, and these expenses are not reported in the AFF/SADF
financial statements.

This audit report contains the Annual Financial Statements of the
AFF/SADF for the fiscal years (FY) ended September 30, 2009, and September
30, 2008. Under the direction of the Office of the Inspector General (OIG),
KPMG LLP performed the AFF/SADF’s audit in accordance with U.S. generally
accepted government auditing standards. The audit resulted in an unqualified
opinion on the FY 2009 financial statements. An unqualified opinion means that
the financial statements present fairly, in all material respects, the financial
position and results of the entity’s operations in conformity with U.S. generally
accepted accounting principles. For FY 2008, the AFF/SADF also received an
unqualified opinion on its financial statements (OIG Report No. 09-19).

KPMG LLP also issued reports on internal control over financial reporting
and on compliance and other matters. For FY 2009, the Independent Auditors’
Report on Internal Control over Financial Reporting identified one significant
deficiency related to improvements needed in the seized and forfeited property
management environment, which has been reported annually since FY 2006.
No instances of noncompliance with laws and regulations or other matters were
identified during the audit.



The OIG reviewed KPMG LLP’s reports and related documentation and
made necessary inquiries of its representatives. Our review, as differentiated
from an audit in accordance with U.S. generally accepted government auditing
standards, was not intended to enable us to express, and we do not express, an
opinion on the AFF/SADF’s financial statements, conclusions about the
effectiveness of internal control, conclusions on whether the AFF/SADF’s
financial management systems substantially complied with the Federal Financial
Management Improvement Act of 1996, or conclusions on compliance with laws
and regulations. KPMG LLP is responsible for the attached auditors’ reports
dated November 5, 2009, and the conclusions expressed in the reports.
However, our review disclosed no instances where KPMG LLP did not comply, in
all material respects, with U.S. generally accepted government auditing
standards.
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U.S. Department of Justice
Assets Forfeiture Fund and Seized Asset Deposit Fund

Management’s Discussion and Analysis
(Unaudited)

MISSION

The primary mission of the Department of Justice (DOJ or the Department) Asset Forfeiture
Program (AFP or the Program) is to prevent and reduce crime by disrupting, damaging, and
dismantling criminal organizations through the use of the forfeiture sanction. This is accomplished
by means of depriving drug traffickers, racketeers, and other criminal syndicates of their ill-gotten
proceeds and instrumentalities of their trade. Components responsible for the administration and
financial management of the AFP are charged with lawfully, effectively, and efficiently supporting
law enforcement authorities in the application of specified forfeiture statutes. The Assets Forfeiture
Fund (AFF or the Fund) and Seized Asset Deposit Fund (SADF) together comprise a single financial
reporting entity of the DOJ, which includes the specified funds, property seized for forfeiture, and
the transactions and program activities of DOJ forfeiture program components and other
participating agencies as described more fully herein.

ORGANIZATION STRUCTURE

Table 1 below displays the primary functional activities of the participating agencies in the AFP.
For the full names of the participating agencies, see Footnote 1. These agencies investigate or
prosecute criminal activity under statutes, such as the Comprehensive Drug Abuse Prevention and
Control Act of 1970, the Racketeer Influenced and Corrupt Organizations statute, the Controlled
Substances Act, and the Money Laundering Control Act, or provide administrative support services
to the Program.

Table 1. Asset Forfeiture Program Participants by Function'

Function AFMLS | AFMS | ATF | DCIS | DEA DS EOUSA | FBI | FDA | USDA | USMS | USPS
Investigation X X X X X X X X
Litigation X X

Custody of

Assets X X X X
Management X X

FINANCIAL STRUCTURE

The AFP is comprised of two funds, which are under the management control of the Asset Forfeiture
Management Staff (AFMS). The AFF is a special fund listed in the U.S. Treasury Federal Account
Symbols and Titles Book as 15X5042. The SADF is a deposit fund listed as 15X6874.

! The participants include the Asset Forfeiture and Money Laundering Section, Criminal Division (AFMLS); Asset Forfeiture
Management Staff, Justice Management Division (AFMS); Bureau of Alcohol, Tobacco, Firearms and Explosives (ATF); Defense
Criminal Investigative Service (DCIS); Drug Enforcement Administration (DEA); Bureau of Diplomatic Security, Department of
State (DS); Executive Office for United States Attorneys (EOUSA); Federal Bureau of Investigation (FBI); Food and Drug
Administration (FDA), United States Department of Agriculture (USDA); United States Marshals Service (USMS); and United States
Postal Service (USPS).




The AFF was created by the Comprehensive Crime Control Act of 1984 to be the repository of the
proceeds of forfeitures under any law enforced and administered by the DOJ (28 U.S.C. 8§ 524(c)).
All amounts earned from the investment of AFF and SADF balances are deposited into the AFF.
The interest earned on the AFF balances is the property of the United States Government.

Monies deposited in the AFF are used to cover operating costs of the Program. These include, for
example, asset management and disposition expenses; equitable sharing payments to participating
state, local, and foreign governments; Automatic Data Processing (ADP) equipment expenses;
contract service payments; and payments of innocent third party claims. All salaries and
employment related expenses, liabilities, and imputed financing costs of DOJ AFP participants are
reported in the financial statements of the participants’ reporting entities. Salaries and employment
related costs of administrative personnel of the AFMS and USMS are charged to the AFP as
program operating costs. The AFP’s operating costs do not include the costs of any participant
salaries incurred while conducting investigations leading to seizure and forfeiture.

While the AFF is the repository for forfeited currency and proceeds arising from the sale of forfeited
property and also serves as the operating fund for specified program expenditures, the SADF serves
as a repository for seized currency and specified deposits.

The SADF was created administratively by the DOJ to ensure control over monies seized by
agencies participating in the DOJ’s AFP. Public Law (P.L.) 102-140, dated October 28, 1991,
provided authority for the investment of SADF balances pending adjudication. Generally, monies in
the SADF are not the property of the Government. The SADF holds seized cash, the proceeds of
any pre-forfeiture sale of seized property, and forfeited cash not yet transferred to the AFF.
Operating businesses under seizure also may be managed through the SADF. Because most funds
held in the SADF are not Government property, monies in the SADF cannot be expended. SADF
balances are transferred to the AFF upon the successful conclusion of a forfeiture action.

The Fund receives most of its revenue from the forfeiture of cash and other monetary assets and,
secondly, from the sale of forfeited property. AFP participants may receive annual allocations by
suballotment advice or reimbursement agreement. The Fund’s first priority is to cover the business
or operational expenses of the AFP. After it is determined that there will be sufficient receipts,
allocations may be made for investigative expenses, such as awards for information, purchase of
evidence, and equipping of conveyances, and also discretionary expenses, such as storage, protection
and destruction of controlled substances.

Limitations on the Use of the Assets Forfeiture Fund

The AFF is defined by statute. Authorities and limitations governing use of the AFF are specified in
28 U.S.C. 8 524(c). In addition, use of the AFF is controlled by laws and regulations governing the
use of public monies and appropriations (e.g., 31 U.S.C. § 1341-1353 and 1501-1558, Office of
Management and Budget (OMB) Circulars, and provisions of annual appropriation acts). The AFF
is further controlled by the Attorney General's Guidelines on Seized and Forfeited Property (July
1990), policy memoranda, and statutory interpretations issued by appropriate authorities. Unless
otherwise provided by law, restrictions on the use of AFF monies retain those limitations after any
monies are made available to a recipient agency. Moreover, monies are available for use only to the
extent that receipts are available in the AFF.



In Fiscal Year (FY) 2009, monies were available under a permanent indefinite appropriation to
finance the following:

1) The operational costs of the forfeiture program, including handling and disposal of seized
and forfeited assets, and the execution of legal forfeiture proceedings to perfect the title
of the United States in that property.

2 The payment of innocent third party claims.

3 The payment of equitable shares to participating foreign governments and state and local
law enforcement agencies.

4) The costs of ADP equipment and ADP support for the Program.

(5) Contract services in support of the Program.

(6) Training and printing associated with the Program.

(7 Other management expenses of the Program.

(8) Awards for information leading to forfeiture.

9) Joint Federal, state, and local law enforcement operations.

(10) Investigative expenses leading to seizure.
Resources of the AFF are intended to cover the business expenses of the AFP, with any excess
balances available for discretionary purposes, including investigative expenses subject to
appropriations limitation (definite authority). Excess unobligated balances identified at the end of a
fiscal year may be declared a "Super Surplus” balance. Super Surplus balances may be allocated at
the discretion of the Attorney General for ". . . any Federal law enforcement, litigative/prosecutive,
and correctional activities, or any other authorized purpose of the DOJ" pursuant to 28 U.S.C. §
524(c)(8)(E).
Holding and Accounting for Seized and Forfeited Property
The USMS has primary responsibility for holding and maintaining real and tangible personal
property seized by participating agencies for disposition. Seized property can be either returned to
the owner or forfeited to the Government. Forfeited property is subsequently sold, placed into

official use, destroyed, or transferred to another agency. Seized and forfeited property is not
considered inventory held for resale in the normal course of business.



ANALYSIS OF FINANCIAL STATEMENTS

The following are brief explanations for the AFF/SADF financial results, position, and condition
conveyed in the principal financial statements. In FY 2009, five major fraud cases resulted in
extraordinary forfeiture income of $492.8 million compared to the FY 2008 fraud cases that resulted
in extraordinary forfeiture income of $443.6 million. The term extraordinary is considered
nonrecurring forfeiture income greater than $5 million. The AFF/SADF financial results reflect the
impact of the large cases on forfeiture income and accrued liabilities in the fund balance with
Treasury, accounts payable, forfeiture revenue, and budgetary resources.

Balance Sheets

Total assets, which present as of a specific time the amounts of future economic benefits owned or
managed by the AFF/SADF, increased in FY 2009 to $3,799.5 million from $3,120.7 million in

FY 2008, an increase of 21.8 percent. If seized assets, which are not yet owned by the government,
are backed out, the adjusted assets of the Fund increased to $2,348.3 million in FY 2009 from
$1,892.2 million in FY 2008, an increase of 24.1 percent. This is attributable to an increase in
forfeited assets in FY 2009 from FY 2008, indicating a strong current and future potential stream of
assets flowing into the AFF.

Total liabilities of the funds increased to $2,373.7 million in FY 2009 from $2,112.9 million in

FY 2008, an increase of 12.3 percent. The majority of the change, $222.8 million, in liabilities is
due to the increase in seized cash and monetary instruments. This represents seized assets held by
the AFF/SADF pending disposition. There were five large case deposits in FY 2009 resulting in the
increase in seized cash and monetary instruments. Liabilities were created at the same time
notifications of the deposits were received. Current assets were more than current liabilities by a
ratio of 2.54 to 1, which reflects an increase of .4 from FY 2008. This ratio continues to indicate that
the AFF will be able to meet its obligations when due. In the calculation of the ratio of current
assets to current liabilities, current assets consist of total assets less SADF net investments, seized
cash deposited, seized monetary instruments (see Note 12), and property, plant and equipment while
current liabilities include the total of liabilities covered by budgetary resources, except for total
seized cash and monetary instruments.

For the fiscal year ended September 30, 2009, net position, which is the equity of the U.S.
Government in the AFF, increased 41.5 percent compared to FY 2008. The ratio of net position to
total assets was 0.38 to 1 in FY 2009, an increase of 0.06 from FY 2008.

Statements of Net Cost

Net cost of operations, shown by strategic goal 2 of the DOJ, decreased to $994.8 million in FY
2009 from $1,030.7 million in FY 2008, a decrease of 3.5 percent. In FY 2008, the single largest
expense consisted of third party payments; however in FY 2009 equitable sharing payments were the
largest expense. The net cost decrease is made possible because the majority of the FY 2009 large
case income did not have third party expenses associated with them compared to FY 2008. To the
extent that financing sources do not cover net costs, AFF’s carry forward balances are used to
support program expenses. The carry forward balances consist primarily of special case funds and
monies for operational requirements.



Statements of Changes in Net Position

Net position, an indicator of the Fund’s future capability to support ongoing operations, increased to
$1,425.9 million in FY 2009 from $1,007.8 million in FY 2008, an increase of 41.5 percent. The
Fund’s financing sources consist primarily of forfeited cash and other monetary assets and, secondly,
sale proceeds of forfeited property. In addition, other factors that influence the AFF net position to a
lesser extent include the short-term interest rates that affect nonexchange revenue from investment in
Government securities; the nature of seized non-cash properties that must be converted into cash,
affecting their rates of disposition; and Super Surplus allocations and transfers of properties placed
into official use that consume resources.

The Program invests cash balances from both the AFF and SADF in Government securities.
Earnings over a five-year period are presented in Figure 2. Investment interest earnings (i.e.,
nonexchange revenue) realized for the fiscal year ended September 30, 2009, totaled $10.7 million,
which is $73.0 million less than the $83.7 million in investment interest earnings for the fiscal year
ended September 30, 2008. FY 2009 investment interest earned is $14.3 million less than the $25
million estimated for FY 2009 in the Budget of the United States Government, Fiscal Year 2010--
Appendix. The decreased earnings are due primarily to the decrease in interest rates for one-month,
three-month, and six-month Treasury bills. Amounts available for investment are difficult to predict
because many factors influence the balance. For example, one significant factor is the level of third
party payments and equitable sharing distributions associated with uncertainties in the amount and
timing of such disbursements, including the time needed for DOJ approval of equitable sharing
requests for cases with asset values exceeding $1 million (i.e., extraordinary equitable sharing) and
appeals of forfeiture judgments.

Statements of Budgetary Resources

Total budgetary resources increased to $2,353.5 million in FY 2009 from $1,750.1 million in

FY 2008, a 34.5 percent increase. The net increase is attributed primarily to significant increases in
forfeiture income received. Nonrecurring forfeiture income increased to $492.8 million in FY 2009
from $443.6 million in FY 2008. From FY 2009 activity, approximately $92.8 million of forfeiture
income will be disbursed to the victims of the fraud cases, compared to approximately $366.0
million in FY 2008. As a result of the cases, the net outlays decreased to $1,050.4 million in FY
2009 from $1,170.1 million in FY 2008, a decrease of 10.2 percent. The total obligations incurred in
FY 2009 were $1,158.1 million, an increase of $3.2 million compared to $1,154.9 million incurred
in FY 2008.

The AFF’s unobligated balance was $1,195.4 million as of September 30, 2009, an increase of 100.8
percent as compared to $595.2 million as of September 30, 2008. The unobligated balance carried
forward is retained in the AFF to ensure the availability of sufficient monies in the upcoming fiscal
year for authorized purposes. These purposes include program operating expenses as well as
pending extraordinary distributions, pending innocent third party payments, uncommitted Super
Surplus authority, and other essential items. For example, as of September 30, 2009, pending
extraordinary equitable sharing distributions totaled an estimated $231.0 million (comprises 164
assets with values in excess of $1 million for which the forfeiture process, including disposition, has
concluded and asset proceeds have been deposited into the Fund).



Table 2.
Table 2. Source of Assets Forfeiture Fund Resources
(Dollars in Thousands)

Source

FY 2009

FY 2008

Change
%

Exchange Revenue

Budgetary Financing Sources

Nonexchange Revenues

$6,723

10,684

$3,178

83,690

111.5%

-87.2%

Donations and Forfeitures of Cash or Cash Equivalents

Other Financing Sources

1,376,423

I

1,222,643

12.6%

Donations and Forfeitures of Property 68,145 63,430 7.4%
Transfers-In/Out Without Reimbursement (42,389) (65,451) 35.2%
Total $1,419,586 | $1,307,490 8.6%
Table 3. How Assets Forfeiture Fund Resources are Spent
(Dollars in Thousands)
Strategic Goal (SG) FY2009 | Fyz2o0s | Change
SG 2: Prevent Crime, Enforce Federal Laws, and Represent
the Rights and Interests of the American People
Total Gross Cost | $1,001,512 | $1,033,894
Less: Total Earned Revenue (6,723) (3,178)
Total Net Cost of Operations $994,789 | $1,030,716 -3.5%

2009 Financial Highlights

As indicated in Table 3, in FY 2009 the AFF supported Strategic Goal 2 of the Attorney General’s
Strategic Plan for Fiscal Years 2007 — 2012, which includes strategic objective 2.2 - Reduce the

threat, incidence, and prevalence of violent crime.

The AFF has no costs associated with counterterrorism or homeland security.

Strategic Goal 2, Prevent Crime, Enforce Federal Laws, and Represent the Rights and
Interests of the American People. Included are expenditures made for case, program,
investigative, and other authorized support costs incurred by AFP participants to operate the
activities of the Program. The Fund’s resources cover the costs of seizing, evaluating, inventorying,
maintaining, protecting, advertising, forfeiting, and disposing of property seized for forfeiture.
These costs are necessary to support the AFP and fluctuate in direct relation to the forfeiture activity
levels of the investigative, prosecutive, litigative, and administrative participants of the Fund. For
the fiscal year ended September 30, 2009, $994.8 million was expended (net of earned revenue)
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while $1,030.7 million was expended (net of earned revenue) for the fiscal year ended September 30,
2008. Goal 2 net costs are presented in Figure 1; Financing sources are presented in Figure 2.

Figure 1. AFF Net Costs
(Dollars in Millions)

$1,800
$1,600 $1.530
$1,400 -+
$1,200
$1,031 $995
14 $1,000 - $974
3
8 $800 -
$594
$600 -
$400
$200 -
$0
2005 2006 2007 2008 2009
0 TOTAL $594 $974 $1,530 $1,031 $995
Fiscal Year
m TOTAL |
Figure 2. AFF Financing Sources
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PERFORMANCE INFORMATION

Data Reliability and Validity

The AFP views data reliability and validity as critically important in the planning and assessment of
its performance. The Justice Management Division (JMD) maintains standards and practices to
ensure that data reported meets the OMB standards for data reliability that are presented in OMB
Circular No. A-11, Preparation, Submission, and Execution of the Budget, Section 230.5.

The financial management of the Fund is supported by two JMD financial systems: Financial
Management Information System 2 (FMIS2) and Unified Financial Management System (UFMS);
the USMS’ Standardized Tracking and Reporting System (STARS) and Financial Management
System (FMS); and the AFP’s Consolidated Asset Tracking System (CATS). FMIS2 is a
computerized, general-purpose accounting and reporting system that supports the financial
operations of the DOJ. UFMS is a financial system to standardize business processes across all DOJ
components, except for Federal Prison Industries, providing secure, accurate, and timely financial
data. The AFMS was the Department’s pilot implementation in FY 2008. The implementation was
limited to only certain specific transactions such as reimbursable agreements with non-DOJ
participants of the AFP. The FMIS2 remains the official accounting system of the AFP. STARS is
the USMS Headquarters financial system. FMS is the USMS field offices’ financial management
system. CATS is an integrated system that provides services to the asset forfeiture community and
serves as a subsidiary system for the financial accounting and reporting of seized and forfeited
property. Enhancements and refinements are being made to some of these systems that will improve
the usefulness of the data supporting the activities of the AFF and SADF.

FY 2009 REPORT ON SELECTED RESULTS

STRATEGIC GOAL 2: Prevent Crime, Enforce Federal Laws, and Represent the Rights and
Interests of the American People
100% of the AFF’s Net Costs support this Goal.

PROGRAM:

Background/Program Objectives: The primary purpose of the AFP is to deter crime by disrupting,
damaging, and dismantling criminal organizations through the use of forfeiture sanction. Depriving
white collar criminals, drug traffickers, racketeers, and other criminal syndicates of their ill-gotten
proceeds and instrumentalities of their trade not only achieves important law enforcement objectives
but also provides an effective means of recovering funds for victim restitution.

Among other important benefits of an aggressive and well-managed forfeiture program is the
application of surplus revenues to law enforcement objectives, such as enhancing cooperation among
Federal, state, and local law enforcement agencies through the equitable sharing of Federal forfeiture
proceeds. Pursuantto 21 U.S.C. 8 Sec. 881(e)(1) and 19 U.S.C. 8§ Sec. 1616a, as made applicable by
21 U.S.C. § Sec. 881(d) and other statutes, the Attorney General has the authority to equitably
transfer forfeited property and cash to state and local agencies that directly participate in the law
enforcement effort leading to the seizure and forfeiture of property. All property and cash
transferred to state and local agencies and any income generated by this property and cash is to be
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used for law enforcement purposes. As a result, state and local law enforcement programs and
capabilities benefit significantly from their cooperative efforts with Federal law enforcement
agencies. Among the uses of equitable shares, priority is given to supporting community policing
activities, training, and law enforcement operations calculated to result in further seizures and
forfeitures.

Performance Measures:

There are no applicable AFP performance measures. No performance measures are indicated
because the Fund’s program operations are performed by its participants. The Fund is considered to
be an enabling/administrative activity where resources are spread across agencies in accordance with
full program costing guidance.

Discussion of FY 2009 Results:

Total Net Financing Sources realized by the Fund were $1,412.9 million for the fiscal year ended
September 30, 2009. This is the fourth year since inception of the Fund that it has exceeded $1
billion in deposits. If we remove the effect of the five major large cases producing $492.8 million,
the deposits still exceeded $900 million in FY 2009. These revenues must cover program operation
expenses, which include all costs incurred in support of the AFP. The FY 2009 percentage of
program operation expenses to revenues was 27%, while in FY 2008 it was 51%. After program
operation expenses (as presented in Note 15) are deducted from revenues and financing sources, the
remainder represents the results of the year’s operations ($1,419.6 million - $385.5 million =
$1,034.1 million in FY 2009 and $1,307.5 million — $670.8 million = $636.7 million in FY 2008).
This net income is distributed in various ways. It is paid out for equitable sharing; state and local
overtime; contracts to identify assets; investigative costs leading to seizures; and investigative
expenses after the annual appropriation of funds.

The AFF began implementation of UFMS to facilitate effective management of financial and
acquisition resources in support of the AFP and DOJ missions, objectives, and strategic goals in

December 2007. It is estimated that in 2013 UFMS will be a component-wide financial management
system that will replace FMIS2.

ANALYSIS OF SYSTEMS, CONTROLS, AND LEGAL COMPLIANCE

FMEIA Section 2 — Material Weaknesses

For FY 2009 and FY 2008, the independent auditors reported no material weaknesses.
Management’s self assessment of the AFF/SADF internal controls over financial reporting,
conducted in FY 2009 and FY 2008, as required by the Federal Managers’ Financial Integrity Act of
1982 (FMFIA) and OMB Circular No. A-123, Management’s Responsibility for Internal Control,
identified fragmented financial systems and processes as an operational deficiency that is not
currently material but warrants acknowledging as a deficiency that, if not addressed, managed, or
corrected, could develop into a program material weakness. To correct this deficiency, the AFP is
working with the UFMS Project Management Office and Finance Staff to implement a Department-
wide and program-wide, excluding Federal Prison Industries, core financial system. The first phase
of the implementation occurred during FY 2008. In the future, the financial system will be
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integrated with the AFP’s seized and forfeited property system, CATS. The AFP also converted
ATF seizures and forfeitures to CATS during FY 2008. The implementation of CATS at ATF
provides access across the appropriate components to ensure timely reporting in the audited financial
statements. Changes in participating agencies’ financial accounting procedures for seized and
forfeited property and financial transactions are made more uniform as new systems are
implemented.

Based on the results of the assessment for the year ended September 30, 2009, the JIMD management
did not identify any Section 2 material weaknesses to report that impact the AFP. The FY 2008
AFF/SADF FMFIA report revealed deficiencies in the seized and forfeited property controls,
procurement management, access controls, and application software development and change
controls. AFP management took steps to further strengthen forfeiture program controls during FY
2009. To address the Department financial systems weaknesses in the long term, the DOJ began
implementation of UFMS for some AFMS transactions. This was the first UFMS implementation in
the Department. Implementations at other Departmental components are scheduled for the future.
Further information may be obtained from the FY's 2009 and 2008 U.S. Department of Justice
Performance & Accountability Reports.

Internal Control Program

The Attorney General will provide the overall assurance statement on internal controls for the
Department. Component responsibilities will be determined by the Department’s Senior Assessment
Team.

AFMS is responsible for maintaining internal accounting and administrative controls that are
adequate to ensure that: (1) transactions are executed in accordance with applicable budgetary and
financial laws and other requirements, consistent with the purposes authorized, and are recorded in
accordance with Federal accounting standards; (2) assets are properly safeguarded to deter fraud,
waste, and abuse; and (3) management information is adequately supported. AFMS, along with
other Fund participants who use FMIS2 and UFMS, monitor their financial transactions on an on-
going basis. AFMS also requires participants who enter Fund transactions into their own financial
system to provide reports of their financial transactions at least quarterly to update the AFF
obligation status.

FMFIA Section 4 — Material Nonconformances

For FY 2009 and FY 2008, the Fund reported no material nonconformances of its financial-mixed IT
system CATS. See FMFIA Section 2 — Material Weaknesses for discussion of management’s self-
assessment relative to potential program financial systems and processes deficiencies.

For FY 2009, the Offices, Boards and Divisions (OBD) management participated in the
Departmental assessment of internal controls over financial reporting required by Appendix A of
OMB Circular No. A-123. Results of the testing of the controls over financial reporting in the
OBD’s will be consolidated with other Departmental components and reported in the overall
Departmental assurance statement. In FY 2008 and FY 2009 DOJ provided qualified assurance that
management controls and financial systems met the objectives of Section 4 of FMFIA. The Fund
relies upon the Department’s JIM