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The financing of the federal 
government depends largely on the 
Internal Revenue Service’s (IRS) 
ability to administer the tax laws, 
which includes providing service to 
taxpayers and enforcing the law so 
that individuals and businesses pay 
the taxes they owe. The President’s 
fiscal year 2010 budget request 
details how IRS intends to allocate 
its resources to achieve these goals 
while also continuing its 
investment modernizing its tax 
processing systems.  
 
GAO was asked to (1) describe 
budget trends, including dollars 
and full time equivalents;  
(2) describe legislative proposals 
that, if enacted, could result in 
savings or increased revenues;   
(3) describe the requested 
increases in funding for new 
initiatives; (4) assess return on 
investment (ROI) information; and 
(5) assess and the status of the 
Business Systems Modernization 
(BSM) program. To do this, GAO 
compared the budget request to 
prior years, analyzed key 
documents, and interviewed IRS 
officials. 
 

What GAO Recommends  

GAO recommends that the 
Commissioner of Internal Revenue 
develop actual ROIs and compare 
them to the projected ROIs 
included in the budget request. 
While not explicitly agreeing with 
our recommendation, IRS’s Chief 
Financial Officer said IRS will 
continue to improve analytical 
tools used for resource decisions 
for major enforcement programs. 

The President’s fiscal year 2010 budget request for IRS of $12.1 billion is a 5.2 
percent increase of $603 million over the fiscal year 2009 appropriation, with 
increases for enforcement (7.6 percent), operations support (5.6 percent), and 
BSM (10.3 percent) and a 1.0 percent decrease for taxpayer services. The 
President’s budget documents include legislative proposals aimed at reducing 
the tax gap. Five are directly supported by prior GAO work and could result in 
just over ten billion dollars in savings or increased revenues over the next 10 
years, such as requiring information reporting on payments to corporations 
(potential increased revenue of about $8.2 billion over 10 years). 
 
The budget request includes $463 million for program increases, of which 
about 72 percent is for new enforcement initiatives. Four new initiatives are 
expected to cost $332 million in fiscal year 2010 with an initial ROI of 1.8, or a 
return of $1.80 on a dollar invested. By fiscal year 2012, the total 3-year 
investment is estimated to be almost $900 million and the annual ROI rises to 
7.8 when new hires are expected to reach their full potential. IRS also 
provided a projected ROI for each initiative. 
 
Estimated Costs and Projected Revenue and ROIs for New IRS Enforcement Initiatives in the 
Fiscal Year 2010 Budget Request  

Source: GAO analysis of IRS data.
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IRS includes projected ROIs only for new enforcement initiatives, not existing 
programs. GAO previously reported that such additional information would be 
useful for funding and resource allocation decisions. While developing actual 
ROI information could be challenging, IRS does not have plans to compare 
actual performance results to ROI projections in the budget. 
 
Under BSM, the Customer Account Data Engine (CADE), a taxpayer account 
database, has so far cost over $400 million and delivered about 15 percent of 
the capability intended. IRS is pursuing a new strategy because of increasing 
complexities in system development and has suspended new work on CADE 
and another application while exploring the new strategy. A preliminary road 
map and cost estimates are due June 30, 2009. Until then, it is difficult to 
determine whether fiscal year 2010 funds are justified or adequate

To view the full product, including the scope 
and methodology, click on GAO-09-754 
For more information, contact Jim White, 
(202) 512-9110, whitej@gao.gov. 

http://www.gao.gov/products/GAO-09-754
http://www.gao.gov/cgi-bin/getrpt?GAO-09-754
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