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What GAO Found

IRS has made progress in improving its internal controls and financial
management since its first financial statement audit in 1992, as evidenced by
10 consecutive years of clean audit opinions on its financial statements, the
resolution of several material internal control weaknesses, and actions
resulting in the closure of over 250 financial management recommendations.
This progress has been the result of hard work throughout IRS and sustained
commitment at the top levels of the agency. However, IRS still faces
significant financial management challenges in (1) resolving its remaining
material weaknesses in internal control, (2) developing outcome-oriented
performance metrics, and (3) correcting numerous other internal control
issues, especially those relating to safeguarding tax receipts and taxpayer
information. At the beginning of GAO’s audit of IRS’s fiscal year 2009 financial
statements, 62 financial management-related recommendations from prior
audits remained open because IRS had not fully addressed the issues that gave
rise to them. During the fiscal year 2009 financial audit, IRS took actions that
GAO considered sufficient to close 18 recommendations. At the same time,
GAO identified additional internal control issues resulting in 41 new
recommendations. In total, 85 recommendations remain open.

To assist IRS in evaluating and improving internal controls, GAO categorized
the 85 open recommendations by various internal control activities, which, in
turn, were grouped into three broad control categories

Summary of Open Recommendations by Control Category

Open at the Total
beginning Closed during New from remaining
of 2009 2009 audit 2009 audit open
Safeguarding of assets and security
activities 20 5 4 19
Proper recording and documenting of
transactions 24 8 23 39
Effective management review and
oversight 18 5 14 27
Total 62 18 41 85

Source: GAO analysis of financial management recommendations made to IRS.

The continued existence of internal control weaknesses that gave rise to these
recommendations represents a serious obstacle that IRS needs to overcome.
Effective implementation of GAO’s recommendations can greatly assist IRS in
improving its internal controls and achieving sound financial management and
can help enable it to more effectively carry out its tax administration
responsibilities. Most can be addressed in the short term (the next 2 years).
However, a few recommendations, particularly those concerning the
functionality of IRS’s automated systems, are complex and will require several
more years to effectively address.
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United States Government Accountability Office

Washington, DC 20548

June 30, 2010

The Honorable Douglas H. Shulman
Commissioner of Internal Revenue

Dear Mr. Shulman:

In its role as the nation’s tax collector, the Internal Revenue Service (IRS)
has a demanding responsibility to collect taxes, process tax returns, and
enforce the nation’s tax laws. In fiscal year 2009, IRS collected about

$2.3 trillion in tax payments, processed hundreds of millions of tax and
information returns, and paid about $438 billion in refunds to taxpayers.
Because of its role and overall mission, IRS’s activities affect virtually all
of the nation’s citizens. It is therefore critical that the agency strive to
maintain sound internal control and financial management practices.

IRS has made much progress in improving its financial management since
it was first required to prepare a set of financial statements nearly two
decades ago. This progress is reflected in IRS’s 10-year record of obtaining
a clean audit opinion on its financial statements and correcting several
material internal control weaknesses' and significant deficiencies® in
internal controls over the years. At the same time, IRS continues to face
significant financial management challenges in achieving the overarching
goals of federal financial management—accountability and useful
management information. To enable more effective financial and
operational management, IRS needs to (1) address its remaining
long-standing material internal control weaknesses, (2) develop data and
performance metrics that will enhance its ability to manage for outcomes,
and (3) implement corrective actions to address other identified internal
control issues.

'A material weakness is a deficiency, or a combination of deficiencies, in internal control
such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis. A
control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.
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An agency’s internal control serves as the first line of defense in
safeguarding its assets and in preventing and detecting errors and fraud, as
well as in helping to effectively manage its stewardship over public
resources.” For many years, IRS has had weaknesses in internal controls
over fundamental elements of its operations that leave it vulnerable to a
greater risk of fraud, waste, abuse, and mismanagement. Specifically,
during our audit of IRS’s fiscal year 2009 financial statements,* we found
that IRS continued to be challenged with two long-standing material
weaknesses in internal control that are at the heart of its operations—
weaknesses in internal controls over unpaid tax assessments’ and over
information systems security. We also found that IRS faces a significant
management challenge in enhancing and using its financial management
capabilities to develop outcome-oriented performance metrics® critical to
providing the foundation upon which an agency can manage its operations
for outcomes. Finally, we found that IRS has other internal control issues
that need management attention, especially those that relate to
safeguarding tax receipts and taxpayer information.

To assist IRS in strengthening its internal controls and improving its
operations, we have made numerous recommendations as part of our prior
annual financial statement audits and other financial management-related
work at IRS. This report (1) provides an overview of financial management
challenges still facing IRS; (2) describes the status of financial audit and

3Man.agement is responsible for establishing and maintaining internal control to achieve the
objectives of effective and efficient operations, reliable financial reporting, and compliance
with applicable laws and regulations. See 31 U.S.C. § 3512 (c¢), (d), commonly known as the
Federal Managers’ Financial Integrity Act of 1982 (FMFIA); see also, GAO, Standards for
Internal Control in the Federal Government, GAO/AIMD-00-21.3.1 (Washington, D.C.:

Nov. 1, 1999), 4-5. The actions required by agencies and individual federal managers
includes taking proactive measures to develop and implement appropriate, cost-effective
internal control for results-oriented management; to assess the adequacy of internal control
in federal programs and operations; to identify needed improvements; and to take
corresponding corrective actions.

‘GAO, Financial Audit: IRS’s Fiscal Years 2009 and 2008 Financial Statements,
GAO-10-176 (Washington, D.C.: Nov. 10, 2009).

An unpaid assessment is a legally enforceable claim against a taxpayer and consists of
taxes, penalties, and interest that have not been collected or abated (a reduction in a tax
assessment).

The term “outcome-oriented performance metrics,” refers to the measurement of the end
result of a work activity or series of activities, such as the taxes collected as a result of a
tax assessment and the collection actions taken by IRS employees, such as telephone calls
to tax debtors.
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Background

financial management-related recommendations and the actions needed
to address them, as presented in appendix I; and (3) discusses how the
unresolved recommendations relate to control activities central to IRS’s
mission and goals. To assist IRS in addressing those control activities,
appendix II provides summary information regarding the primary internal
control issue to which each open recommendation is related. This report
does not include our recommendations related to information systems
security even though they also are the result of our annual financial audits
and are financial management-related; those recommendations are
reported separately because of the sensitive nature of many of the issues
that give rise to the recommendations.” We are not making any new
recommendations in this report.

Our work was performed from December 2009 through May 2010 in
accordance with generally accepted government auditing standards. For
further details regarding our approach to this audit, see the Scope and
Methodology section.

Internal control is not one event, but a series of activities that occur
throughout an entity’s operations and on an ongoing basis. Internal control
should be an integral part of each system that management uses to
regulate and guide its operations rather than as a separate system within
an agency. In this sense, internal control is management control that is
built into the entity as a part of its infrastructure to help managers run the
entity and achieve their goals on an ongoing basis.

Section 3512 (c¢), (d) of Title 31, U.S. Code, commonly known as the
Federal Managers’ Financial Integrity Act of 1982 (FMFIA), requires
agencies to establish and maintain effective internal control. The agency
head must annually evaluate and report on the control and financial
systems that protect the integrity of its federal programs. The
requirements of FMFIA serve as an umbrella under which other reviews,
evaluations, and audits should be coordinated and considered to support
management’s assertion about the effectiveness of internal control over
operations, financial reporting, and compliance with laws and regulations.

"GAO, Information Security: IRS Needs to Continue to Address Significant Weaknesses,
GAO-10-355 (Washington, D.C.: Mar. 19, 2010).
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Office of Management and Budget (OMB) Circular No. A-123,
Management’s Responsibility for Internal Control, provides the
implementing guidance for FMFIA, and prescribes the specific
requirements for assessing and reporting on internal controls consistent
with the Standards for Internal Control in the Federal Government
(internal control standards) issued by the Comptroller General of the
United States.® The circular defines management’s responsibilities related
to internal control and the process for assessing internal control
effectiveness, and provides specific requirements for conducting
management’s assessment of the effectiveness of internal control over
financial reporting. Specifically, the circular requires management to
annually provide assurances on internal control in its performance and
accountability report, and, for each of the 24 Chief Financial Officers
(CFO) Act’ agencies, to include a separate assurance on internal control
over financial reporting, along with a report on identified material
weaknesses and corrective actions.” The circular also emphasizes the
need for integrated and coordinated internal control assessments that
synchronize all internal control-related activities.

FMFIA requires GAO to issue standards for internal control in the federal
government. The internal control standards provide the overall framework
for establishing and maintaining effective internal control and for
identifying and addressing major performance and management
challenges and areas at greatest risk of fraud, waste, abuse, and
mismanagement.

SGAO, Standards for Internal Control in the Federal Government, GAO/AIMD-00-21.3.1,
(Washington, D.C.: Nov. 1, 1999), contains the internal control standards to be followed by
executive agencies in establishing and maintaining systems of internal control as required
by 31 U.S.C. § 3512 (c), (d). which is commonly known as the Federal Managers’ Financial
Integrity Act of 1982 (FMFIA).

’See the CFO Act of 1990, Pub. L. No. 101-576, 104 Stat. 2838 (Nov. 15, 1990), codified in
relevant part, as amended at 31 U.S.C. § 3521 (g).

“The circular requires agencies and individual federal managers to take systematic and
proactive measures to (1) develop and implement appropriate, cost-effective internal
control for results-oriented management; (2) assess the adequacy of internal control in
federal programs and operations; (3) separately assess and document internal control over
financial reporting consistent with the process defined in appendix A of the circular;

(4) identify needed improvements; (5) take corresponding corrective action; and (6) report
annually on internal control through management assurance statements.
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Scope and
Methodology

As summarized in the internal control standards, internal control in the
government is defined by the following five elements, which also provide
the basis against which internal controls are to be evaluated:

o Control environment. Management and employees should establish
and maintain an environment throughout the organization that sets a
positive and supportive attitude toward internal control and
conscientious management.

* Risk assessment: Internal control should provide for an assessment of
the risks the agency faces from both external and internal sources.

o Control activities: Internal control activities help ensure that
management’s directives are carried out. The control activities should
be effective and efficient in accomplishing the agency’s control
objectives.

o Information and communication: Information should be recorded and
communicated to management and others within the entity who need it
and in a form and within a time frame that enables them to carry out
their internal control and other responsibilities.

e Monitoring: Internal control monitoring should assess the quality of
performance over time and ensure that the findings of audits and other
reviews are promptly resolved.

A key objective in our annual audits of IRS’s financial statements is to
obtain reasonable assurance that IRS maintained effective internal control
with respect to financial reporting. While we use all five elements of
internal control as a basis for evaluating the effectiveness of IRS’s internal
controls, our ongoing evaluations and tests have focused heavily on
control activities, where we have identified numerous internal control
weaknesses and have provided recommendations for corrective action.
Control activities are the policies, procedures, techniques, and
mechanisms that enforce management’s directives. In other words, they
are the activities conducted in the everyday course of business that are
intended to accomplish a control objective, such as ensuring IRS
employees successfully complete background checks prior to being
granted access to taxpayer information and receipts. As such, control
activities are an integral part of an entity’s planning, implementing,
reviewing, and accountability for stewardship of government resources
and achievement of effective results.

To accomplish our objectives, we evaluated the effectiveness of corrective
actions IRS implemented during fiscal year 2009 in response to open
recommendations as part of our fiscal years 2009 and 2008 financial audits.
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To determine the current status of the recommendations, we (1) obtained
IRS’s reported status of each recommendation and corrective action taken
or planned as of April 2010, (2) compared IRS’s reported status to our
fiscal year 2009 audit findings to identify any differences between IRS’s
and our conclusions regarding the status of each recommendation, and
(3) performed additional follow-up work to assess IRS’s actions taken to
address the open recommendations. For our recommendations to IRS
regarding information security, this report includes only summary data on
the number of those recommendations and their general nature. We have
reported the objectives and results of our information security work
separately to IRS because of the sensitive nature of many of the issues
identified for which we have made recommendations for corrective
action."

In order to determine how IRS’s open recommendations, including the
latest ones in our June 2010 management report,” fit within the agency’s
management and internal control structure, we compared the open
recommendations and the issues that gave rise to them to the (1) control
activities listed in the internal control standards, (2) list of major factors
and examples outlined in our Internal Control Management and
Evaluation Tool,” and (3) criteria and objectives for federal financial
management as discussed in the CFO Act of 1990 and the Federal
Accounting Standards Advisory Board’s (FASAB) Statement of Federal
Financial Accounting Concepts No. 1, Objectives of Federal Financial
Reporting." We also considered whether IRS had addressed, in whole or in
part, the underlying control issues that gave rise to the recommendations;
and other legal requirements and implementing guidance, such as OMB
Circular No. A-123 and FMFIA.

Our work was performed from December 2009 through May 2010 in
accordance with generally accepted government auditing standards.

1GAO-10-355.

IZGAO, Management Report: Improvements Are Needed in IRS’s Internal Controls and
Compliance with Laws and Regulations, GAO-10-565R (Washington, D.C.: June 28, 2010).

mGAO, Internal Control Standards: Internal Control Management and Evaluation Tool,
GAO-01-1008G (Washington, D.C.: Aug. 1, 2001).

“FASAB, Statement of Federal Financial Concepts No. 1: Objectives of Federal Financial
Reporting, version 8 (Washington, D.C.: June 30, 2009).
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IRS Faces Significant
Financial
Management
Challenges

IRS continues to make progress in resolving its internal control
weaknesses and addressing outstanding recommendations, but it still
faces significant financial management challenges. Since we first began
auditing IRS’s financial statements in fiscal year 1992, IRS has taken a
significant number of actions that enabled us to eliminate several material
weaknesses and significant deficiencies and to close over 250 of our
previously reported financial management-related recommendations. This
includes 18 recommendations we are closing with this report based on
actions IRS took through April 2010. Nevertheless, IRS continues to face
significant challenges in improving the effectiveness of its financial and
operational management. Specifically, IRS continues to face management
challenges in (1) resolving its two remaining material weaknesses in
internal control, (2) developing performance measures and managing for
outcomes, and (3) addressing its remaining internal control issues,
particularly those dealing with safeguarding of taxpayer receipts and
information. Further, as in previous years’ audits, our fiscal year 2009 audit
continued to identify additional internal control issues, resulting in 41 new
recommendations for corrective action we discussed in detail in our June
2010 management report to IRS."” In addition, as noted earlier, we also
identified several issues related to information security during our fiscal
year 2009 audit that we reported separately because of the sensitive nature
of many of those issues."

Challenges in Resolving
Two Long-standing
Material Internal Control
Weaknesses

As we reported in our audit of IRS’s fiscal year 2009 financial statements,"’
IRS’s efforts to address its internal control weaknesses resulted in our
closure of a material weakness in internal control over financial reporting
and a significant deficiency in internal control over tax revenue and
refunds. However, as we also reported in that audit, IRS continues to face
significant challenges in resolving its two remaining material weaknesses

GAO-10-565R.
GAO-10-355.
GAO-10-176.

Page 7 GAO-10-597 Status of Recommendations


http://www.gao.gov/cgi-bin/getrpt?GAO-10-565R
http://www.gao.gov/cgi-bin/getrpt?GAO-10-355
http://www.gao.gov/cgi-bin/getrpt?GAO-10-176

in internal control concerning (1) unpaid tax assessments™ and
(2) information security.

IRS’s continuing challenge in addressing its material weakness in internal
control over unpaid tax assessments results from its (1) inability to use its
core general ledger system for tax administration-related transactions to
support its reported balances for taxes receivable and other unpaid
assessments, (2) lack of a subsidiary ledger for unpaid tax assessments
that would allow it to produce reliable, useful, and timely information with
which to manage and report externally on these key transactions, and

(3) errors and delays in recording taxpayer information, payments, and
other activities. These control deficiencies impede IRS’s ability to properly
manage and routinely report certain information on unpaid tax
assessments and lead to increased taxpayer burden.

IRS’s continuing challenge in addressing its material weakness in internal
control over information security is primarily due to IRS not having fully
implemented its information security program. As we reported in our audit
of IRS’s fiscal year 2009 financial statements, IRS has not (1) restricted
users’ ability to bypass application controls, (2) removed separated
employees’ system access in a timely manner, (3) followed required
procedures to timely review employee access to sensitive areas at data
centers, (4) restricted system access to only those who needed it,

(5) instituted adequate separation of duties for its procurement system,
and (6) developed adequate encryption controls over user login. IRS’s
deficiencies in internal control over information security result in IRS’s
inability to rely on the controls embedded in its automated financial
management systems to provide reasonable assurance that its (1) financial
statements are fairly stated in accordance with U.S. generally accepted
accounting principles, (2) financial information that management relies on
to support day-to-day decision making is current, complete, and accurate,
and (3) proprietary information processed by these automated systems is
appropriately safeguarded. These deficiencies also increase the risk that

18Unpaid assessments are unpaid taxes. For reporting purposes, federal accounting
standards classify unpaid assessments into federal taxes receivables, compliance
assessments, and write-offs. Federal taxes receivable are taxes due from taxpayers for
which IRS can support the existence of a receivable through taxpayer agreement or a
favorable court ruling. Compliance assessments are assessments where neither the
taxpayer nor the court has affirmed that the amounts are owed. Write-offs represent unpaid
tax assessments for which IRS does not expect further collection because of factors such
as the taxpayer’s death, bankruptcy, or insolvency.
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unauthorized individuals could access, alter, or abuse proprietary IRS
programs and electronic data and taxpayer information without detection.

We have made numerous recommendations to IRS over the years—
including new recommendations resulting from our fiscal year 2009
financial audit—to address the issues constituting these two material
internal control weaknesses. Successfully implementing these
recommendations would assist IRS in fully resolving these weaknesses. To
its credit, IRS continues to work to address the issues underlying these
two material weaknesses.

Challenges in Developing
and Implementing
Performance Metrics to
Assist in Managing for
Outcomes

As we reported in our audit of IRS’s fiscal year 2009 financial statements,"

IRS continues to face significant challenges in developing and
instutionalizing the use of financial management information to assist it in
making operational decisions and in measuring the effectiveness of its
programs. IRS’s management has not developed the data or
outcome-oriented performance measures that would enhance its ability to
manage for outcomes.” For example, it has not integrated the use of
cost-based (and when appropriate, revenue-based) performance metrics
into its routine management and decision-making processes or externally
reported performance metrics.” Although IRS has developed projected
return on investment estimates for new enforcement (tax collection)
initiatives in its annual budget submissions, it has not developed similar
outcome-oriented performance metrics to determine whether funded
initiatives achieve their estimated goals. IRS has also not developed
outcome-oriented performance metrics for its existing enforcement
programs. These limitations inhibit IRS’s ability to more fully assess and
monitor the relative merits of its existing programs, to evaluate new
initiatives, or to consider alternatives and adjust its strategies as needed.
Outcome-oriented performance metrics based on specific enforcement
programs’ costs and revenues should improve IRS’s ability to (1) establish
measurable outcome goals, (2) evaluate the relative merits of various
program options, and (3) highlight opportunities for optimizing the

YGAO-10-176.

®An “outcome” is a measure of the end result of a work activity or series of activities, such
as the taxes collected, and is a measure of the results of providing outputs.

*IRS’s performance metrics are reported externally via its Management Discussion and
Analysis section of its annual financial statements. See GAO-10-176.

Page 9 GAO-10-597 Status of Recommendations


http://www.gao.gov/cgi-bin/getrpt?GAO-10-176
http://www.gao.gov/cgi-bin/getrpt?GAO-10-176

allocation of resources. They can also help IRS more credibly demonstrate
to Congress and the public that it is spending its appropriations wisely.

IRS’s existing metrics focus on process-oriented workload measures of
program outputs® rather than on measuring program outcomes. For
example, for its enforcement programs, IRS focuses on measuring discrete
activities within its overall tax collection efforts, such as the percentage of
various types of tax returns examined, criminal investigations completed,
and the number of tax returns examined and closed. While such output
measures can be useful elements in assessing performance, they are not
designed to measure the contribution each of these activities makes to the
collection of unpaid taxes, nor do they compare the cost of collection
activities to the tax revenue generated. IRS’s enforcement metrics do not
include revenue collected—a measure of outcome—compared to the cost
of collection that could show the net monetary benefits of the
enforcement programs. In addition, IRS’s publicly available performance
metrics do not measure the cost of IRS’s programs either in the aggregate
or per service or activity performed.”

As we report in the “Status per IRS” section of appendix I in this report,
IRS has reported that it considers our recommendation to develop
outcome-oriented performance measures and related performance goals
for IRS’s enforcement programs and activities to be closed.” We do not
agree. Part of IRS’s justification for closing the recommendation is that
IRS uses cost-benefit return on investment analysis to evaluate future
scenarios and to support funding requests for new initiatives in its annual
budget submissions. Such prospective return on investment information is
useful for budgetary decision making, but our recommendation is for IRS
to develop outcome data on the actual results of its programs and
activities. We have also previously recommended that IRS (1) extend the
use of return on investment in future budget proposals to include major
enforcement programs and (2) develop return on investment data for its
enforcement programs using actual revenue and full cost data and
compare actual results to the projected return on investment data

An “output” measure is a measure of the quantity of services provided, such as the
number of phone calls made to taxpayers in an effort to collect unpaid taxes.

»IRS’s measure of conviction efficiency rate is a partial exception in that it measures the
total cost of its criminal investigations divided by the number of convictions.

#See app. I, recommendation 09-16, in this report.
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included in its budget request.” Our recommendations regarding
development of outcome-oriented performance metrics remain open
because, as noted above, IRS does not develop such data for either funded
initiatives or for ongoing enforcement programs and activities and it has
not deployed outcome-oriented performance measures.

IRS also reported that return on investment information is but one tool
that can be utilized to improve resource-allocation decision making, and it
is not prudent to rely exclusively on return on investment as the sole
determinant of resource allocation. As we have reported previously,” we
acknowledge that IRS must consider other factors besides maximizing
revenue collection and least-cost operations. The fairness of IRS’s
implementation of the tax code and treatment of all taxpayers are
important, and we are cognizant of the many factors, such as coverage,
that are important considerations when making resource-allocation
decisions. These factors, and the decisions IRS makes about how to
respond to them, have a significant effect on taxpayers, as well as on tax
collections. However, using full cost and collection outcome-oriented
performance metrics are also important to make optimum use of its
available resources and to be able to credibly demonstrate it is doing so to
Congress and the public.

For several years, IRS has been developing full cost data on its programs
and activities in response to a recommendation we made in 1999.”
However, as we have reported in the past,” IRS’s efforts have been slowed
because IRS cannot produce full cost information® down to the program

®GAO, Internal Revenue Service: Fiscal Year 2009 Budget Request and Interim
Performance Results of IRS’s 2008 Tax Filing Season, GAO-08-5667 (Washington, D.C.:
Mar. 13, 2008); and GAO, Internal Revenue Service: Review of the Fiscal Year 2010 Budget
Request, GAO-09-754 (Washington, D.C.: June 13, 2009).

®GAO, Financial Audit: IRS’s Fiscal Years 2007 and 2006 Financial Statements,
GAO-08-166 (Washington, D.C.: Nov. 9, 2007); GAO, Financial Audit: IRS’s Fiscal Years
2008 and 2007 Financial Statements, GAO-09-119 (Washington, D.C.: Nov. 10, 2008); and
GAO, Management Report: Improvements Are Needed to Enhance IRS’s Internal Controls
and Operating Effectiveness, GAO-09-513R (Washington, D.C.: June 24, 2009).

27GAO, Internal Revenue Service: Serious Weaknesses Impact Ability to Report on and
Manage Operations, GAO/AIMD-99-196 (Washington, D.C.: Aug. 9, 1999).

®See GAO-08-166, GAO-09-119, and GAO-09-513R.

*The “full cost” of a program or activities includes all of the direct costs, including
personnel time charges, and indirect costs, such as the allocation of overhead costs, that
are applicable to the program or activity.
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and activity levels” directly from its cost accounting system, the Integrated
Financial System (IFS).” IRS has partially overcome this difficulty by
developing the ability to manually combine cost data from IF'S with
personnel time-charge data from IRS’s various workload management
systems and revenue data for enforcement programs to develop full cost
(and revenue) information for selected programs.

IRS’s lack of outcome-oriented performance metrics is inconsistent with
federal financial management concepts as embodied in FASAB’s
Statement of Federal Financial Accounting Concepts No. 1, Objectives of
Federal Financial Reporting.” In its discussion of financial reporting
concepts, FASAB notes that federal financial data should provide
accountability and decision-useful information on the costs of programs
and the outputs and outcomes achieved, and it should provide data for
evaluating service efforts, costs, and accomplishments.”

The absence of outcome metrics is also inconsistent with the objectives of
the CFO Act of 1990. A key objective of the act was for agencies to
routinely develop and use appropriate financial management information
to evaluate program effectiveness, make fully informed operational
decisions, and ensure accountability. While obtaining a clean audit opinion
on its financial statements is important in itself, it is not the end goal

®An “activity” can be defined as a discrete action that IRS undertakes, such as when IRS
matches a taxpayer’s reported dividends on its tax return to the dividends repor