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Chairman Wolf, Ranking Member Fattah, and Members of the Subcommittee:

Good morning and thank you for allowing me the opportunity to testify on behalf of the
President’s Fiscal Year (FY) 2015 Budget request for the Drug Enforcement
Administration (DEA). | would like to start today by thanking you, Chairman Wolf, for
your years of dedicated service to our country. Since this will probably be your last DEA
appropriations hearing before your retirement, I would like to express the gratitude of
everyone at DEA for your strong support of our agency and its employees over the years.
Through your leadership, this subcommittee has provided DEA with the resources we
need to disrupt and dismantle the largest drug trafficking organizations in the world. Itis
my pleasure to appear before you and the other members of the subcommittee today to
discuss the important work carried out by DEA’s employees across the United States and
around the world.

When | appeared before you last year, DEA, like other Federal agencies, was in the
process of making many tough decisions. Even though the FY 2014 appropriation
provided needed relief, DEA remains conscious of the budget climate and continues to
aggressively manage our resources to ensure every dollar is used in the most efficient
manner possible. Today, I will highlight some of DEA’s recent achievements as well as
the most important resource and operational challenges we face going forward.

Recent Arrest of Joaquin Guzman Loera

The efforts of DEA, and its Federal, state, local, and international law enforcement
partners have recently led to several significant accomplishments, including the February
22, 2014, arrest of Joaquin "EI Chapo" Guzman Loera, the head of the Sinaloa Cartel, by
Mexican authorities. This was a significant achievement for Mexico and a major step
forward in our shared fight against transnational organized crime, violence, and drug
trafficking. We congratulate the Mexican people and their government on this capture.
The DEA and Mexico have a strong partnership, and we will continue to support Mexico
in its efforts to improve security for its citizens and continue to work together to respond
to the evolving threats posed by transnational criminal organizations.



Overview of Drug Threat Facing the United States

Mexican transnational criminal organizations pose the greatest criminal drug threat to the
United States; no other group is currently positioned to challenge them. These Mexican
poly-drug organizations traffic heroin, methamphetamine, cocaine, and marijuana
throughout the United States, using established transportation routes and distribution
networks. They control virtually all drug trafficking across the Southwest Border and are
moving to expand their share, particularly in heroin and methamphetamine markets.

Heroin poses an increasing threat to the United States. In 2014, 29 percent of respondents
to the National Drug Threat Survey said heroin was the greatest drug threat in their areas,
as compared to 8 percent in 2007. This annual survey gathers information from a
representative sample of over 1,300 state, local, and tribal law enforcement agencies.
Increasing demand for heroin is largely being driven by prescription drug abusers
switching to heroin because it is more readily available and less expensive.

The threat from prescription drug abuse is persistent and deaths caused by it outnumber
those for heroin and cocaine combined.! There has also been an increase in fatal and
non-fatal heroin overdoses in several metropolitan areas, with some of the overdoses due
to heroin tainted with fentanyl, or fentanyl being sold as heroin. Each of these threats is
discussed in greater detail below.

DEA’s Focus on the Most Significant Drug Trafficking Organizations

As a single mission agency with responsibility for coordinating United States drug
enforcement activities worldwide, DEA focuses on the organizations and principal
members of organizations involved in the manufacture or distribution of controlled
substances. This entails targeting the world’s “Most Wanted” drug traffickers, identified
as Consolidated Priority Organization Targets (CPOTS) as well as other Priority Target
Organizations (PTOs). As of December 31, 2013, there were 67 CPOTSs, a designation
conferred by an agreement of the Organized Crime Drug Enforcement Task Force
(OCDETF) member agencies. A PTO is a DEA designation given to drug trafficking
organizations with an identified hierarchy engaged in the highest levels of drug
trafficking and drug money laundering operations with a significant international,
national, regional, or local impact. DEA’s ultimate objective is to dismantle CPOTs and
PTOs so that reestablishment of the same criminal organization is impossible and the
source of the drugs they distribute is completely eliminated.

Since we started tracking CPOTs in FY 2003, there have been a total of 179 CPOTSs
identified by the United States Department of Justice (DOJ). Cumulatively, 135 (75
percent) have been indicted, 99 (55 percent) have been arrested and 55 (31 percent)
have been extradited. FY 2013 was a very successful year. Five CPOTs were
extradited to the United States, four were arrested overseas and are pending

! Centers for Disease Control and Prevention (CDC). National Center for Health Statistics.



extradition, seven were arrested and are in custody outside of the United States, and
one CPOT was killed in a gun battle with Mexican law enforcement authorities.

Of the five CPOTSs extradited in FY 2013, although all were important, the most
significant was likely Daniel Barrera-Barrera (aka Loco Barrera), who was extradited
from Colombia in July 2013. For over 20 years, Barrera led a global organization,
estimated to consist of thousands of members, and was responsible for distributing
hundreds of tons of cocaine throughout the world. Much of Barrera’s cocaine was
supplied by the Fuerzas Armadas Revolucionarias de Colombia (FARC), a designated
foreign terrorist organization. In addition to distributing tons of cocaine, Barrera’s
organization was among the most violent in South America, responsible for killing and
injuring countless people and earning him his nickname “Loco.” Barrera was designated
a CPOT in 2007 and was considered to be among the last of the Andean Region’s true
"Kingpins.” His arrest and extradition to the United States had a significant impact on
cocaine trafficking throughout the world.

During FY 2013, DEA disrupted or dismantled 3,422 PTOs, of which 552 were
linked to CPOT organizations. This is a 10 percent increase over the 3,120 PTOs
disrupted or dismantled in FY 2012. PTO cases are complex, multi-year
investigations.

Although CPOTSs and PTOs operate around the world, DEA has placed a special
emphasis on Mexican drug trafficking organizations because of the dominant role
they play in supplying drugs to the United States. DEA focuses on identifying and
attacking these organizational structures through communications exploitation,
financial investigations, and by gathering information from cooperating sources.

Another country of particular concern is Afghanistan, where DEA works bilaterally with
host nation counterparts to identify, investigate, and bring to justice the most significant
drug traffickers in Afghanistan and neighboring countries. DEA has made significant
strides in achieving its objectives for Afghanistan. In particular, we have seen significant
progress with the specialized vetted units we have established with the Counternarcotics
Police-Afghanistan (CNP-A). DEA is carefully monitoring the United States military
drawdown in Afghanistan. We are working with the interagency community and will
adjust our staffing levels and operations there to be commensurate with United States
foreign policy missions and the availability of resources to ensure the safety and security
of our personnel.

Drugs of Particular Concern

Prescription Drug Abuse

Prescription drug abuse is the nation’s fastest-growing drug problem. According to the
2012 National Survey on Drug Use and Health (NSDUH), there are an estimated 6.8
million current non-medical users of psychotherapeutic drugs. This represents 29 percent
of illicit drug users and is second only to marijuana in terms of popularity. There are



more current users of psychotherapeutic drugs for non-medical reasons than current users
of cocaine, heroin, and hallucinogens combined.?

The percentage of respondents to DEA’s National Drug Threat Survey reporting
prescription drug abuse as the greatest drug threat facing their communities increased
from five percent in 2007 to 22 percent in 2014. Major drug trafficking organizations,
street gangs and other criminal groups have become increasingly involved in distributing
these drugs because of the enormous profits to be made.

Controlled substance pharmaceuticals are diverted from a variety of sources, but DEA is
particularly concerned about rogue pain clinics that are currently diverting millions of
doses of prescription controlled substances throughout the United States. Although
operating under the guise of pain management or wellness care, their main activity is the
unlawful distribution of opiates (hydrocodone and oxycodone), anti-anxiety medications
(alprazolam, clonazepam and diazepam), and muscle relaxants (carisoprodol).

To address these pain clinics and other diversion concerns, DEA has implemented a two-
pronged approach with the expansion of its Tactical Diversion Squads (TDSs), with their
full criminal law enforcement authorities, and its Diversion Groups, with their regulatory
focus of the Controlled Substances Act (CSA). Between March 2011 and March 2014,
DEA increased the number of operational TDSs from 37 to 66. The TDSs and the
Diversion Groups will continue to target the pharmaceutical threat through strategic
enforcement, more focused regulatory oversight and education of practitioners and
registrants concerning identification and correction of weaknesses in the drug delivery
system.

During 2013, DEA, together with the United States Attorneys, pursued significant
regulatory and civil actions in two cases where registrants violated provisions of the
CSA. In April 2013, CVS Pharmacy, Inc. executed an $11 million settlement agreement
in which it agreed to pay a civil penalty for CSA violations and failure to keep proper
records of pharmacy sales in Oklahoma. In June 2013, Walgreens Corporation agreed to
surrender its DEA registrations and pay $80 million in civil penalties for the actions by
its distribution center and six pharmacies in Florida, which resulted in the diversion of
millions of dosage units of oxycodone.

DEA also took another key regulatory step when it published a Notice of Proposed
Rulemaking (NPRM) on February 27, 2014, to move hydrocodone combination products
(HCPs) from Schedule 111 to Schedule Il because of their high potential for abuse.

In addition to its enforcement efforts, DEA is continuing its very successful National
Prescription Drug Take-Back Initiative. Since FY 2011, DEA has conducted seven
National Take-Back Days, which have resulted in the removal of a total of 1,733 tons of

“past month users among persons aged 12 or older. National Survey on Drug Use and Health: Volume I.
Summary of National Findings, published September 2013.



medication from circulation. The eighth national take-back day is scheduled for April 26,
2014,

Heroin

We are all aware of the recent press coverage on the impact of opiate abuse, and in
particular, the lives tragically lost due to overdose. Just last month, Attorney General
Holder addressed Department of Justice Employees and said, “It’s clear that opiate
addiction is an urgent — and growing — public health crisis. And that’s why Justice
Department officials, including the DEA, and other key federal, state, and local leaders,
are fighting back aggressively. Confronting this crisis will require a combination of
enforcement and treatment.”

Prescription opiate abuse can easily lead to heroin use. Black-market sales for
prescription controlled substances are typically five to ten times the retail value, with
some pills selling for as much as $80 per tablet. Not surprisingly, some prescription
opiate users turn to heroin, which generally costs only $10 per bag.

According to the most recent NSDUH, there were 335,000 current heroin users in 2012,
more than double the number in 2007 (161,000).> There was a 37 percent increase in
new heroin initiates between 2008 and 2012.* Fatal and non-fatal heroin overdoses are
increasing in several metropolitan areas, with some cities, such as Providence,
Philadelphia, Chicago, Cleveland, and Minneapolis/St. Paul, reporting overdoses due to
heroin tainted with fentanyl or fentanyl being sold as heroin. Fentanyl is approximately
50 times stronger than heroin® and can cause even experienced users to overdose.

Since 2008, DEA has been reporting an increase in heroin use by teens and young adults
who began their cycle of abuse with prescription opiates. United States healthcare
providers and the victims they treat are confirming this increase. Opiate addicts are
anecdotally known to switch back and forth between prescription opioids and heroin,
depending on price and availability. Those prescription opioid abusers who have recently
switched to heroin are at higher risk for accidental overdose. Unlike with prescription
drugs, heroin purity and dosage amounts vary, and heroin is often cut with other
substances, all of which could cause inexperienced users to accidentally overdose.

DEA continues to take action against the traffickers that supply heroin throughout the
United States. During Operation Green Treasure DEA, with the assistance of its
domestic and international law enforcement partners, targeted a Mexican drug trafficking
organization responsible for trafficking large quantities of heroin into the United States
monthly and Colombian nationals who are responsible for laundering the illicit profits.
Between June 2013 and January 2014, Operation Green Treasure resulted in the seizure

® Past month heroin use among persons aged 12 or older, National Survey on Drug Use and Health, 2007 to
2012.

* Persons aged 12 or older who used heroin for the first time within the past year, National Survey on Drug
Use and Health.

® Fentanyl analogs (acetyl fentanyl, methyl fentanyl) can be much stronger.



of 52 kilograms of heroin and nearly $500,000 in currency form traffickers operating in
New York and Illinois.

Cocaine

Overall use of cocaine by the American population has dropped significantly. According
to the most recent NSDUH, the number of past month users of cocaine has dropped 32
percent since 2006.° The Monitoring the Future study, the most important youth survey
on drug use in America, reports that the perceived availability of cocaine among high
school seniors has dropped by nearly 50 percent since its peak in 1989.” According to the
Center for Disease Control and Prevention, unintentional overdose deaths in the United
States related to cocaine dropped 42 percent from 2006 to 2010.2

Cocaine availability in recent years has remained at lower levels than pre-2007, when the
trend of lower cocaine availability began. Cocaine seizure rates nationwide and at the
Southwest Border also remain lower than before 2007. Analysis of purchased cocaine
exhibits analyzed by DEA laboratories clearly reinforces this trend. This analysis shows
that from 2007 to 2012 the price per pure gram of cocaine has increased 160 percent,
while the purity has decreased 34 percent. Indeed, cocaine purity over the past few years
dropped to levels not seen since reporting began in 1981, indicative of a significant
disruption in the United States cocaine market.

One example of DEA’s work against cocaine traffickers is Operation Lockdown, which
began in 2008 and involves DEA offices around the world. The success of this multi-
jurisdictional, multi-agency operation depended on timely cooperation between domestic
and foreign law enforcement entities throughout Colombia, Guatemala, Mexico, Panama,
and United States. To date, Operation Lockdown has resulted in 185 arrests, to include
CPOTs Giorgio Cheaitelly and Fernain Rodriguez-Vasquez, the seizure of four cocaine
labs, 7,379 kilograms of cocaine, 2 kilograms of heroin, 2 pounds of methamphetamine,
$25.9 million in bulk currency, and $11.1 million in laundered drug proceeds, $1.3
million in financial instruments, $4.8 million in other assets, 40 vehicles, and 14
weapons. Rodriguez-Vasquez was the leader of a Colombia-based international
organization that supervised the production, transportation, and distribution of multiple
tons of cocaine annually in Colombia, Central America and the United States.

Synthetic Drugs

In recent years, a growing number of dangerous, addictive, synthetic drug products that
are created in Asia and Eastern Europe have been introduced into the domestic
marketplace. These include synthetic cannabinoids (commonly referred to as “Spice” or
“K2) and synthetic cathinones (commonly referred to as “bath salts” or “glass cleaners”)

® Past month cocaine use among persons aged 12 or older, National Survey on Drug Use and Health, 2006
to 2012.

" The proportion of 12th graders saying that it would be “fairly easy” or “very easy” for them to get cocaine
if they wanted some, Monitoring the Future, 1989 to 2013.

® CDC, National Center for Health Statistics.



which are marketed and sold as household products in retail outlets and on the Internet.
These products are purposely created to circumvent the CSA and are marketed to kids
and young adults as legal alternatives to controlled illicit substances. DEA has taken
steps to control the problem of synthetic designer drugs through scheduling and
enforcement actions; however, new synthetics enter the marketplace on a regular basis.
We estimate that there are currently 200 non-controlled synthetic designer substances
representing every illicit class of drug in the marketplace today.

In 2012, DEA Special Operations Division (SOD) coordinated a national takedown of
Operation Log Jam, the first nationwide Federal, state and local law enforcement action
targeting distributors of synthetic designer drugs in the United States and abroad.
Enforcement actions in 115 cities in 32 states resulted in the seizure of approximately
12,000 pounds (five million packets) of synthetic cathinones and cannabinoids, $45
million in United States currency and approximately 100 arrests. This was followed by
Project Synergy, a large, multi-jurisdictional enforcement operation targeting drug
trafficking organizations involved in the illegal distribution of synthetic designer drugs in
the United States and abroad. In June 2013, nationwide enforcement actions were
conducted by DEA and its partners in 45 cities within the United States, resulting in 227
arrests, and the seizure of over $51 million in cash and assets, along with approximately
11,000 kilograms of synthetic drugs such as synthetic cathinones and cannabinoids.

Methamphetamine

Methamphetamine availability is increasing in the United States. In 2014, 32 percent of
National Drug Threat Survey respondents said methamphetamine was the greatest drug
threat in their area; this was higher than for any other drug. Further, 41 percent said
methamphetamine was highly available, meaning the drug is easily obtained at any time.
High methamphetamine availability is directly related to high levels of methamphetamine
production in Mexico. The number of methamphetamine labs seized in Mexico has
increased significantly since 2008,° and methamphetamine seizures at the Southwest
Border increased more than three-fold over the past five years.® Mexican-produced
methamphetamine has extremely high purity and potency levels. During 2012, the
System to Retrieve Evidence from Drug Evidence (STRIDE) reported that retail per-
gram purity levels averaged close to 90 percent while prices remained low.

Although the vast majority of methamphetamine sold in the domestic market is
distributed by Mexican traffickers operating super labs, a significant amount of law
enforcement resources continue to be expended on domestic small toxic
methamphetamine laboratories operating throughout the United States. There were
seizures of 11,017 clandestine laboratories in 2013 and we expect this number to increase
as we accept late reporting from state and local agencies. The biggest concentration of
clandestine methamphetamine laboratories is still clustered in the Midwest, with Indiana,

° The Government of Mexico seized 19 meth labs in 2008; they seized 267 in 2012.
19 Seizures reported in the National Seizure System (NSS) by federal, State and local agencies, FY 2009 to
FY 2013.



Missouri, Tennessee, Ohio and Illinois leading the country with a combined total of over
6,200 clandestine lab seizures in 2013, accounting for over half of the seizures that
year.* The vast majority of these labs are producing methamphetamine using over the
counter (OTC) pseudoephedrine products as the primary precursor chemical.
Pseudoephedrine is generally purchased from pharmacies. Individual states continue to
struggle with the unabated availability of pseudoephedrine despite the sales restrictions
instituted through the Combat Methamphetamine Epidemic Act and electronic tracking
systems utilized by some of the states. The damage that these laboratories inflict on our
communities, the loss of life due to addiction, health care costs, and the number of
children affected has taken a serious toll on the economic and physical well-being of our
states. States continue to look at more restrictive measures to combat methamphetamine
manufacture to include placement of the pseudoephedrine OTC products within a state
controlled substance schedule such as Oregon and Mississippi have done.

Marijuana

Marijuana is the most commonly abused drug in the United States. More people use
marijuana than all other illicit drugs combined. With the increased use has come an
increase in medical consequences. There was a 48 percent increase in marijuana-related
emergency department visits between 2007 and 2011. Marijuana only slightly trailed
cocaine as the most frequently-cited drug in emergency room visits.*

The abuse of marijuana concentrates (“wax,” “butane honey oil,” etc.) is also increasing
throughout the United States. These concentrates can be abused using e-cigarettes or
consumed as edibles, and have significantly higher THC levels than leaf marijuana. In
2013, the THC content of leaf marijuana averaged 14 percent while the THC content of
marijuana concentrates averaged 54 percent, with some samples reported as high as 99
percent. Highly flammable butane gas is used to extract the THC from the marijuana leaf,
and has resulted in home explosions, injuries, and deaths.

Both domestically and internationally, DEA is working with our law enforcement
partners to combat these threats. Consistent with the marijuana enforcement guidance the
Department issued to all federal prosecutors and law enforcement agents on August 29,
2013, DEA continues to aggressively enforce the CSA and does so by focusing on the
eight enforcement priorities outlined in the guidance. This includes, among other things,
investigating and preventing the distribution of marijuana to minors, preventing revenue
from the sale of marijuana from going to criminal enterprises, gangs, and cartels, as well
as preventing state-authorized marijuana activity from being used as a cover or pretext
for the trafficking of other illegal drugs or other illegal activity.

! Clandestine methamphetamine laboratory seizure incidents reported to the NSS.
12 Drug Abuse Warning Network (DAWN), 2011: National Estimates of Drug-related Emergency
Department Visits.



For example, on January 8, 2014, DEA agents, working jointly with our law enforcement
partners, arrested Baltazar Garcia and two other individuals, resulting in the disruption of
his methamphetamine trafficking organization. Since 2012, the Garcia organization
distributed at least 40 pounds of methamphetamine and 40 kilograms of cocaine per
month in Bakersfield and Oakland, California. Garcia laundered profits from his
methamphetamine and cocaine trafficking activities through a medical marijuana
dispensary he operated in Bakersfield, California. Garcia also operated an indoor grow
house where marijuana was cultivated for distribution from his medical marijuana
dispensary. A search warrant at the facility resulted in the seizure of 400 marijuana
plants. To date, this 16-month OCDETF/PTO investigation, dubbed Operation Young
Guns, has resulted in the arrest of 12 individuals and the seizure of four kilograms of
cocaine, 40 pounds of methamphetamine, 25 pounds of marijuana, 400 marijuana plants,
$4,000 in United States currency, and four firearms.

On February 20, 2014, DEA agents seized a warehouse in Denver valued at $1.1 million.
The warehouse was used by members of the Conley Hoskins Drug Trafficking
Organization to cultivate and process marijuana. The next day agents served seizure
warrants on ten bank accounts in Denver and three in Chicago resulting in the seizure of
$1 million. The accounts contained illegal marijuana proceeds associated with the
organization. Since January 2010, the Hoskins organization had been distributing at least
106 pounds of marijuana per month through local "medical marijuana™ dispensaries
under the guise of Colorado's medical marijuana laws. The organization also used
financial institutions inside and outside Colorado to launder illicit marijuana proceeds.

Putting it in Context

The current picture of drug availability and abuse in the United States is mixed. We have
had many notable successes, such as with cocaine, but serious concerns remain, including
with regard to the abuse of heroin and prescription drugs. It is important to evaluate
today’s conditions in the context of those that existed when the nation began its “War on
Drugs” in the 1970s. In that context, it is clear that, while still very serious, the national
drug abuse problem is substantially smaller than it used to be, and progress continues to
be made:

e According to the most recent NSDUH, the overall rate of illicit drug use in
America has dropped by 35 percent since 1979.%

e More recently (since 2006), the number of current users of any illicit drug other
than marijuana has dropped 8 percent. Driving this decline have been decreases
in the number of current users of cocaine (32 percent) and methamphetamine (40
percent).**

3 percentage of past month illicit drug use among persons aged 12 or older, National Survey on Drug Use
and Health (formerly the National Household Survey on Drug Abuse), 1979 to 2012.

4 past month illicit drug use among persons aged 12 or older, National Survey on Drug Use and Health,
2006 to 2012.



e The Monitoring the Future study, the most important youth survey on drug use in
America, has shown that the overall rate of illicit drug use among high school
seniors has also fallen by 35 percent since 1979.%

These statistics demonstrate that through an effective drug control strategy, the vast
majority of the public will choose not to consume harmful drugs. DEA believes in a
balanced strategy of enforcement, prevention and treatment. And we continue to have
great success in dismantling the world’s biggest drug trafficking organizations, as
indicated by the examples included in this testimony. The names mentioned earlier —
Joaquin "El Chapo™ Guzman Loera and Daniel “Loco” Barrera-Barrera — were two of the
world’s most notorious drug kingpins. Their capture demonstrates that no one is beyond
the reach of dedicated law enforcement investigators.

Successful Strategies

Partnerships

DEA'’s successes against CPOT and PTO targets would not be possible without the
strong working relationships we maintain with our international, Federal, state, local, and
tribal law enforcement counterparts. These interagency agreements act as force
multipliers, drawing on the expertise and assistance of other agencies. DEA currently
leads 190 state and local task forces staffed with DEA Special Agents and over 2,100
state and local task force officers who are deputized with Title 21 federal drug
enforcement authority. DEA is also the lead agency in 78 percent of all OCDETF
investigations, and participates in 86 percent of the OCDETF investigations.

DEA has 86 offices in 67 foreign countries and more than 700 onboard employees
stationed overseas. DEA’s cooperative partnerships with foreign nations help these
nations develop more effective drug law enforcement programs which ultimately benefit
the United States. One of DEA's most significant international initiatives is the Sensitive
Investigative Unit (SIU) program, a comprehensive international drug enforcement
initiative involving thirteen countries critical to DEA’s mission. These units are staffed
by over 1,000 host nation drug law enforcement investigators and are supported by over
65 DEA Special Agent Advisors and Intelligence Analysts. SlUs conduct high level
narcotics investigations targeting international trafficking organizations with a nexus to
the United States. DEA also has a Formal Vetted Unit Program (FVU) which puts host
nation counterparts through the same vetting process as an SIU and an abbreviated
training course. The FVUs allow DEA to increase its global footprint while teaming with
the Departments of Defense and State for the necessary funding. 1f an FVU meets all
requirements and functions at an acceptable level, it can be converted to an SIU.

An important component of DEA’s international success is the DEA-led International
Drug Enforcement Conference (IDEC) which we have held annually for the past 30

5 Long-term trends in 30-day prevalence of illicit drug use in grade 12, Monitoring the Future, University
of Michigan, 1979 to 2012.
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years. IDEC brings together the top drug law enforcement leaders from over 100 nations
for intelligence sharing and case prioritization. During the conferences, DEA and partner
nations exchange information on CPOTs and priority targets. IDEC develops and
nurtures important relationships between DEA and participating countries, facilitating
future joint actions aimed at drug trafficking, narco-terrorism and other threats.

Information Sharing and De-confliction

Intelligence sharing, de-confliction, and cooperation between Federal, state, and local law
enforcement partners is the key to combating transnational organized crime. Two
important tools DEA has to accomplish this are SOD and the El Paso Intelligence Center
(EPIC).

With 27 United States law enforcement agencies plus two foreign countries represented
at SOD, DEA brings together the law enforcement operations of the participating
agencies to dismantle drug trafficking organizations by exploiting their command and
control communications. SOD facilitates coordination and communication among offices
and agencies with overlapping investigations to ensure intelligence is shared between the
participating agencies. SOD also plays a vital role in coordinating many of the
Department’s violent crime and international organized crime investigations. An
example of SOD’s role in coordinating large, multijurisdictional enforcement operations
is Project Below the Beltway. This initiative combined 411 investigations in 79 United
States cities and 12 foreign cities to target the Sinaloa and Juarez Cartels and other drug
trafficking organizations and gangs throughout Mexico and the United States. Project
Below the Beltway resulted in 3,780 arrests and the seizure of 6,100 kilograms of
cocaine, 10,284 pounds of methamphetamine, 1,619 pounds of heroin, 349,304 pounds of
marijuana, and nearly $150 million in United States currency.

EPIC is a multi-agency national law enforcement intelligence center that emphasizes
timely and expeditious support to law enforcement efforts in the Western Hemisphere
and in particular along the Southwest Border. Twenty-five federal, state, and local
agencies as well as the governments of Mexico and Colombia are represented at EPIC.
Through the Watch, a 24-hour communications center that offers simultaneous searches
of 11 databases to support investigations, and other 24-hour intelligence operations, EPIC
provides immediate information from participating agencies' databases to law
enforcement personnel and analysts in support of tactical and operational activities, de-
confliction, and officer safety. EPIC has sharing relationships with law enforcement
agencies in all 50 states and partner organizations in the international law enforcement
community.

Financial Investigations
DEA places a high priority on financial drug investigations by targeting the financial

infrastructure of major drug trafficking organizations and members of the financial
community who facilitate the laundering of their proceeds. By seizing drug proceeds,
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DEA prevents drug trafficking organizations from using these funds to fuel the next
round of drug production. From the time that DEA began tracking revenue denied in FY
2005 through the end of FY 2013, we have denied $25.7 billion in revenue from drug
trafficking organizations, including $3.5 billion in FY 2013 alone. To put that in
perspective, DEA’s total appropriated budget over that same time period totaled $16.9
billion.

DEA also addresses the threat that drug proceeds represent as a means of financing
terrorist organizations. A priority focus of the DEA’s efforts in Africa has been the
development of drug intelligence and investigations of drug traffickers with ties to
terrorist organizations. Some of the identified terrorist organizations include al-Qaeda in
the Lands of the Islamic Maghreb (AQIM), FARC, al-Shabaab, al-Qaeda in East Africa
and Hizballah.

DEA'’s Financial Position

As you know, between FY 2010 and FY 2012, DEA’s appropriation remained relatively
flat. In January 2011, the Attorney General instituted hiring restrictions which were
made more restrictive in January 2013. During this time period, DEA lost nearly 800
positions, including over 300 special agents, due to attrition. DEA’s FY 2013
appropriation included a rescission of $42.5 million and a sequester reduction of $102
million, reducing DEA’s Salaries and Expenses (S&E) appropriation by 6 percent
compared to FY 2012.

Thankfully, DEA was able to avoid furloughs in FY 2013. The hiring freeze was a major
reason for that, as well as managing our contracts, and limiting certain operational and
administrative expenditures DEA is also helped by the Zero Based Budget (ZBB) process
we use to ensure that priority programs and mandatory bills are fully covered and that
remaining funds are spent on our highest priorities. DEA has also managed to realize
efficiencies in many areas such as travel, where our FY 2013 obligations were $30
million below the FY 2010 obligations. This 45 percent decrease’® can be attributed to a
number of factors, including the mandatory use of the lowest available fare for all official
travel, limiting travel for training and conferences, and the use of video teleconferencing
in lieu of travel whenever possible.

The FY 2014 enacted appropriation of $2.018 billion is $111.7 million above the FY
2013 level. While a portion of the FY 2014 funding increase is required to cover the pay
raise and inflationary increases such as benefits, rent, and foreign overhead costs, the
remainder of the increase will be used to support hiring, operations, and investments in
critical infrastructure. Thanks to the funding provided by this subcommittee in FY 2014,
DEA will hire approximately 120 new Special Agents, 40 new Intelligence Analysts, and
25 new Chemists, in addition to a number of other investigative and administrative
support personnel.

1 DEA obligated $37 million from all funding sources under object class 21.0 in FY 2013, compared to
$67 million in FY 2010.
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FY 2015 President’s Budget

The FY 2015 President’s Budget requests $2.018 billion for the DEA’s S&E Account,
the same as the FY 2014 level. This will provide ongoing funding for new hires in

FY 2014, however, DEA will carefully manage any hiring during FY 2015. In FY
2015, DEA expects to face an estimated $75.2 million in inflationary cost increases. The
largest increases are due to the increase in DEA’s Capital Security Cost Sharing charges
from the State Department, a Federal Employees Retirement System (FERS) rate
increase, and a general schedule pay increase. DEA will pay for these and other
inflationary increases by managing hiring in FY 2015 and using our internal ZBB review
process to make program and administrative reductions wherever possible.

In addition, the Budget requests $366.68 million for the Diversion Control Fee Account
(DCFA), representing a $31.4 million increase over DEA’s FY 2014 funded operations.
This account is used to cover the cost of operating DEA’s Diversion Control Program.
The FY 2015 request provides ongoing funding for the fee-funded positions brought on
board during FY 2014 and will allow for additional hires in FY 2015. It will also cover
the increase in inflationary adjustments, including the pay raise, FERS rate, and foreign
overhead costs for fee funded positions.

Finally, the Budget requests an estimated $497 million in funding from other agencies via
transfer or reimbursable agreement. DEA’s largest sources of reimbursable funding are
the OCDETF program and the Asset Forfeiture Fund, both of which fall under this
subcommittee’s jurisdiction. The subcommittee’s support for these cooperative programs
is critical to DEA’s operational success. Just over 25 percent of DEA’s domestic special
agent workforce is funded through the OCDETF program, so funding levels for the
overall OCDETF program have a direct impact on DEA’s staffing and operations.
Another smaller, but still critical program that relies on external funding is DEA’s
hazardous waste cleanup program. The FY 2015 President’s Budget includes $7 million
for the Community Oriented Policing Services Program (COPS) to reimburse DEA for
assisting state and local agencies with clandestine methamphetamine lab cleanups and
training.

Conclusion

Targeting the world’s most prolific and dangerous drug traffickers is a dynamic and
evolving mission, and with it comes a myriad of challenges. But throughout our history,
DEA has met those challenges and produced impressive results.

There are some indicators moving in the wrong direction, like the increased use of
marijuana and heroin and prescription drug abuse, but overall the picture shows much
progress has been made. If we remember where we were when our nation set out to fight
drug abuse, and if we look at the tremendous successes we are having against the largest
and most dangerous trafficking organizations in the world, there is much reason for
optimism.
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The fight against drug abuse is a generations-long struggle; it will not be won overnight.
And like efforts to eliminate cancer, poverty, illiteracy or unemployment, there will
always be results that are less than we hoped for. But that is no reason to declare
surrender or give up.

DEA remains committed to bringing the “Most Wanted” drug traffickers to justice. By
taking harmful drugs off of the street, dismantling major drug organizations, and seizing
the profits associated with this trade, we are making our nation a safer place to live and
do business. We recognize the important role DEA plays in our country’s holistic
strategy of prevention, treatment and enforcement.

We thank you for your consistent support. We greatly appreciate the funding we
received in FY 2014 and the support we hope we can expect for DEA’s FY 2015 budget
request.

I would be happy to answer any questions you may have.
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