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Highlights of GAO-07-629, a report to the 
Acting Commissioner of Internal Revenue 

In its role as the nation’s tax 
collector, the Internal Revenue 
Service (IRS) has a demanding 
responsibility in annually collecting 
over $2 trillion in taxes, processing 
hundreds of millions of tax and 
information returns, and enforcing 
the nation’s tax laws. Since its first 
audit of IRS’s financial statements 
in fiscal year 1992, GAO has 
identified a number of weaknesses 
in IRS’s financial management 
operations. In related reports, GAO 
has recommended corrective 
action to address those 
weaknesses.  
 
Each year, as part of the annual 
audit of IRS’s financial statements, 
GAO not only makes 
recommendations to address any 
new weaknesses identified but also 
follows up on the status of 
weaknesses GAO identified in 
previous years’ audits. The purpose 
of this report is to  
(1) assist IRS management in 
tracking the status of audit 
recommendations and actions 
needed to fully address them and 
(2) demonstrate how the 
recommendations relate to control 
activities central to IRS’s mission 
and goals. GAO is making no new 
recommendations in this report. 

IRS has made significant progress in improving its internal controls and 
financial management since its first financial statement audit in 1992, as 
evidenced by 7 consecutive years of clean audit opinions on its financial 
statements, the resolution of several material internal control weaknesses, 
and the closing of over 200 financial management recommendations. This 
progress has been the result of hard work and commitment at the top levels 
of the agency. 
 
However, IRS still faces financial management challenges. At the beginning 
of GAO’s audit of IRS’s fiscal year 2006 financial statements, 72 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 2006 financial audit, IRS took actions that enabled GAO to 
close 25 of those recommendations. At the same time, GAO identified 
additional internal control issues resulting in 28 new recommendations. In 
total, 75 recommendations currently remain open. 
 
To assist IRS in evaluating and improving internal controls, GAO categorized 
the 75 open recommendations by various internal control activities which, in 
turn, were grouped into three broad control activity groupings.  
 
Summary of Open Recommendations 

Control activity group 

Open at the 
beginning

of  2006
Closed during 

2006 audit 
New from 

2006 audit
Total open 

for 2007
Safeguarding of assets and security 
activities  29 17 7 19
Proper recording and documenting 
of transactions 26 4 11 33
Effective management review and 
oversight 17 4 10 23

Total 72 25 28 75

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. IRS acknowledged the status of GAO’s 
recommendations and indicated its desire to ensure that its corrective 
actions appropriately address its internal control issues. 
  
 www.gao.gov/cgi-bin/getrpt?GAO-07-629.

 
To view the full product, including the scope 
and methodology, click on the link above. 
For more information, contact Steven J. 
Sebastian at (202) 512-3406 or 
sebastians@gao.gov. 
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<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /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
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -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
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /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
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /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 (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


