
What GAO Found

United States Government Accountability Office

Why GAO Did This Study

Highlights
Accountability Integrity Reliability

May 2010
 
 BUSINESS SYSTEMS MODERNIZATION

Internal Revenue Service’s Fiscal Year 2010 
Expenditure Plan 

Highlights of GAO-10-539, a report to 
congressional committees 

The Internal Revenue Service’s 
(IRS) Business Systems 
Modernization (BSM) program is a 
multi-billion dollar, high risk, highly 
complex effort that involves the 
development and delivery of a 
number of modernized systems 
that are intended to replace the 
agency’s aging business and tax 
processing systems. As required, 
IRS submitted its fiscal year 2010 
expenditure plan in November 2009 
to the House and Senate 
appropriations committees, 
requesting approximately $254 
million from the BSM account. 
 

GAO’s objectives in reviewing the 
expenditure plan were to (1) 
determine whether it satisfies the 
applicable legislative conditions, 
(2) determine IRS’s progress in 
implementing prior expenditure 
plan review recommendations, and 
(3) provide additional observations 
about the plan and the BSM 
program. To accomplish the 
objectives, GAO analyzed the plan, 
reviewed related documentation, 
and interviewed IRS officials. 

What GAO Recommends  

GAO is recommending that the 
Commissioner of Internal Revenue 
take several actions to improve 
program management capabilities 
and controls, including ensuring 
that underlying causes for project 
cost and schedule variances are 
consistently provided in the 
expenditure plan. In commenting 
on a draft of this report, IRS stated 
it would review the 
recommendations and provide a 
detailed corrective action plan to 
address them. 

IRS’s expenditure plan satisfies five of the six legislative conditions, and partially 
satisfies the condition to comply with acquisition rules, requirements, guidelines, 
and systems acquisition management practices used by the federal government. 
IRS has initiated an effort to improve its software acquisition and development 
practices, but does not expect to have changes in place until November 2010, at 
the earliest.  

IRS has addressed two of GAO’s prior recommendations to improve its 
management capabilities and controls. Specifically, IRS has completed a plan with 
specific time frames for implementing the initiatives supporting its information 
technology human capital strategy and has defined procedures for determining 
when to grant conditional milestone exits. However, work remains in order to 
fully implement GAO recommendations to develop long-term plans for completing 
the BSM and developing a quantitative measure of scope. GAO made the following 
observations about the expenditure plan and the BSM program: 
 
• GAO’s analysis of reported project costs and completion dates shows that 6 of 

the 10 project milestones planned for fiscal year 2009 were completed early or 
within 10 percent of cost and schedule estimates and 3 milestones were 
completed on schedule but were more than 10 percent over planned cost. IRS 
did not include underlying causes for these cost variances in its expenditure 
plan. Further, GAO was not able to determine cost and schedule variances for a 
milestone of the Modernized e-File—the system intended to provide a single 
standard for filing electronic tax returns—because IRS had not identified 
planned cost and schedule information for it in the fiscal year 2009 expenditure 
plan. IRS also did not report completing this milestone in its expenditure plan, 
and Congress therefore was not provided with information on the system’s 
progress. 

• IRS began development of a new strategy for managing individual taxpayer 
accounts to address several challenges confronting the Customer Account Data 
Engine, which was intended to replace the antiquated Individual Master File 
containing the repository of individual taxpayer information. While much has 
been done to define the strategy’s transition states—or key phases—IRS has not 
identified time frames for completing key planning activities for fiscal year 2010 
for the second transition state.  

• IRS has identified several risks associated with defining and implementing the 
new strategy (e.g., the ability to deliver capabilities could be jeopardized if the 
scope is not rigorously managed) and has classified these risks into five 
categories. IRS reported that it has developed mitigation strategies for the risks 
that it has identified. 

• Information security weaknesses continue to affect IRS’s modernization 
environment. As GAO recently reported, IRS continues to have weaknesses in 
its information security controls. Additionally, while IRS reported that it had 
corrected about 40 percent of previously reported weaknesses, GAO found that 
it had not fully implemented the remedial actions it had reported for at least a 
third of those that it considered corrected.

View GAO-10-539 or key components. 
For more information, contact David A. 
Powner at (202) 512-9286 or 
pownerd@gao.gov. 

http://www.gao.gov/products/GAO-10-539
http://www.gao.gov/cgi-bin/getrpt?GAO-10-539

	May 2010


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting true
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName (U.S. Web Coated \(SWOP\) v2)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /ClipComplexRegions true
        /ConvertStrokesToOutlines false
        /ConvertTextToOutlines false
        /GradientResolution 300
        /LineArtTextResolution 1200
        /PresetName ([High Resolution])
        /PresetSelector /HighResolution
        /RasterVectorBalance 1
      >>
      /FormElements true
      /GenerateStructure true
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


