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Government Report Chides IRS for
'‘Excessive' Conference Spending

By Matt Alderton
June 5, 2013
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The Internal Revenue Service (IRS) spent an estimated $49 million on 225 conferences between 2010 and 2012,
including $4.1 million on a single event for the agency's Small Business/Self-Employed (SB/SE) Division, according
to the Treasury Inspector General for Tax Administration (IG), which yesterday released the results of an agency
auditin which it details “excessive spending” by the nation’s tax authorities.

The audit was conducted after the |G received a complaint about the aforementioned SB/SE conference, held at
three hotels — a Marriott, Hilton and Sheridan — in Anaheim, Calif., in August 2010. An event for 2,609 SB/SE
employees, the conference was planned by two “non-government event planners™ who “were not under contract
with the IRS™ and therefore *had no incentive to negotiate a favorable room rate for the IRS,” according to the IG,
which notes “questionable expenses” such as planning trips, outside speakers, video productions, an information
corridor, and promotional items and gifts for IRS employees.

“The IRS may have been able to negotiate a lower lodging rate to reduce conference expenses if it had not used
non-governmental event planners and eliminated some of the negotiated concessions provided by the hotels (e.q.,
daily continental breakfast, a welcome reception with two drink coupons for all attendees, a significant number of
suite upgrades),” the IG concludes in its report, in which it recommends that the IRS use internal resources to plan
future meetings and implement more rigorous procedures for tracking and verifying expenses.

The IRS Responds
In an official response to the IG, IRS Chief Financial Officer Pamela LaRue defended the meeting.

“Its purpose was to ensure that managers had proper training to lead their employees and adapt to significant
changes that were occurring atthattime,” LaRue states in a letter to the IG. “The SB/SE Division comprises almost
one-third of the total IRS work force and includes our largest enforcement staff, providing for the majority of the
approximately $50 billion in annual enforcement revenue that the IRS collects. With the significant challenges
facing the IRS, development of managers is critical to ensuring continued high performance across the IRS.”

Although she insists that the average cost per attendee was “reasonable,” LaRue acknowledges that “a number of
less significant costs warranted additional scrutiny and were not the best use of government resources.”

Further, she stresses that in the three years since the SB/SE meeting the IRS has “dramatically” cut its spending on
meetings and events. “The expenditures related to this 2010 meeting are not reflective of the current spending
environment at the IRS or the spending that has occurred over the last several years,” she says. “As show in the
report, the number of large meetings decreased 84 percent between Fiscal Year (FY) 2010 and FY 2012. The costs
of these meetings decreased 87 percent over that time period. Costs for FY 2013 will be even lower.”

Additionally, LaRue notes, costs for training-related travel at the IRS were 68 percent lower from FY 2010 to FY
2012."Itis also important to note that many of the issues raised in the report, such as the use of event planners, the
receipt of room upgrades, and the welcome reception and breakfast provided by the hotel, did not entail the use of
any additional government resources,” LaRue concludes. “While the IRS is mindful of the sensitivity of the issues
raised, these did not impact the overall cost of the meeting.”

The Travel Industry Recommends Caution

Response from the travel industry to the IG's report was swift and strong — both in support of meetings and in
condemnation of excessive government spending.

Said U.S. Travel Association President and CEO Roger Dow in a statement: “The |G report describes instances of
inappropriate and wasteful spending on the part of IRS employees, who clearly went too far beyond the rules putin
place to protect taxpayer dollars. Make no mistake — this behavior is both appalling and damaging. Yetitis
incumbent on our leaders to not lose sight of the value that responsible travel and face-to-face meetings create for
constituents. Itis often the most efficient and effective way for government professionals to accomplish the
requirements of their roles.”

Dow cited a 2012 study by Oxford Economics showing that 57 percent companies that have reduced business
travel spending since 2007 claim it has hurt their performance.

“When conducted responsibly, government conferences, meetings and travel deliver important services to
businesses and individual taxpayers — including safety inspections, disaster relief assistance, corporate training on
taxes and government regulations, services for the military and more,” Dow continued. “While Congress and the IG
should do all they can to root out wasteful spending, let's not hamstring the effectiveness of federal agencies in the
process. We urge all parties to exercise caution in responding to today's |G report.”
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