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This report presents the re&& of our financial management review of the U.S. Customs 
Service. We conducted this study z&part of our review of the effectiveness of Customs? general 
management and our tinancial statement audit of Customs. We found that customS has sohe 
major problems accounting for and controlling its resources. To address these problems, among 
other things, Customs established a fmancial management structure to implement the Chief 
Financial Officers Act of 1990. Efforts are also underway to develop a single, fully integrated 
financial management system. However, top management’s continued involvement and 
commitment is essential if financial management huprovements are to occur. 

This report contains several recommendations to you in chapters 2,3,4, and 5. The head of a 
federal agency is required by 31 U.S.C. 720 to submit a written statement on actions taken on 
these recommenclatior~~ to the senate Committee ori Governmental Afhirs and the House 
Committee on Government Operations not later than 60 days ,after the date of this letter and to 
the House and Senate Committees on Appropriations with the agency’s first request for 
appropriations made more than 60 days after the date of this letter. 

We are sending copies of this report to the Chairmen and Ranking Minority Members of the 
Senate Committee on Governmental Affairs, the House Committee on Government Operations, 
the House Committee on Ways and Means, Subcommittee on Oversight the Director of the 
Office of Management and Budget; the Secretary of the Treasury; and other interest& parties. 
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This report was prepared under the direction of Donald R. Wurtz, Director, FInancia.l Integrity 
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major contributors are listed in appendix II. 

Sincerely yours, 

Donald H. Chapiu 
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Executive Summary ‘. 

; . . Purpose, ,,I,- The U.S. Custoq Service is second to the Internal Revenue Service inthe 
., atuount of revenue collected for.the federal government. In fiscal year 

,.: 1990, Customs collected $19.1 billion in Customs duties on imported 
merchandise, excjse taxes, fines and penalties, and user fees. To \ 
accurately account for such~largesuius of revenue requires effective 

.I . . ..actiounting and internal control :systems that ensure government ,sssets are 
properly managed, accuratelysccounted for, and adequately safeguarded. 

This report is part of GAO’s 0versB review of the ~effectiveness of Customs’ 
general management as wellas GAO’s ~c~.st$ern~t;audit of $s@hs, 
which is authorized by the Chief Financial Officers .(cvo] &t of 1990. This 
report discusses Customs’ effectiveness in accounting for-atScont&lling 
funds and other resources and accurately reporting results of its 
operations. Because of extensive financial management problems ., 
identified in prior’GA0 &?porta and during the course of its rev%+, GAO, 

~ 

designated Customs as one of 16 “high-risk” are& in the government 
psrticulsrly vulnerable to fraud, waste;snd mismanagement. , , 

Background Customs is part of the Department of the Treasury. Its multifaceted 
mission-reven& collection, imp&export control, and crhninal 
enforcement-has evolved smccit was established & 1789. In the last 
decade, the amount of revenue collected by Customs has more than 

’ doubled, from $8.2 biion in tiscal‘year 1980 to $19.‘1 billion in fiscal year 
1990. For fiscal yesr 1990, Customs duties on imported meichandise 
accounted for 90 percent of ail ‘&stoins revenue collections. Excise taxes, 
user fees, and fines and penshies account for the remainder. 

i Custoti’ accountixig operations sre centrshxed and performed by its 
National F’insnce Center, which performs the accounting,function for 
Customs headquarters, 7 regions, 44 districts/aress, and 294 ports of entry 
across the country and in about 20 foreigncountries. 

Results in Brief Customs faces the challenge of establ@hing adequate accountability and 
control over its’ resources. Its automated and manual accounts receivable 
systems con&iii incomplete and~inaccurate data Customs also faces 
ongoing problems in accounting for and controlling its property. 
Furthermore, weak controls for identifying and collecting fees owed and 
for debt collection may have resulted in millions of dollars in user fees and 
delinquent accdunta receivable not being collected; RecogniAng many of 
these’problems, Customs has, among other things, established a CFO 
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” s@m@re~,toaddress +Gn+r~ management problems. Efforts are also 
underway &I develop a single, fully integr&d finan&l manager&& 
system. But some major fmancial management problems remain 

The CZD Act providesaframework for correcting many of Customs’ 
. . .’ financiaI management problems. Top management’s continued 

1. involvementand commitment are essential to achieving an effective 
financial management environment and successfully implementing the act. 

:,, ‘, 

Principti pdings 
._ 

Financial @$agement 
Systems Are Unreliable 

Cus~ms’ accountingand internal control systems do not give 
management complete and accurate information to effectiveIy manage its 
resources, especially its accountsreceivable and property. For example, 
differences totaling millions of d&us exist between the amounts reported 
in its property systems and its primary accounting system. Customs does 
not know the amount of delinquent accounts receivable it should be 
collecting ,or Fe amount of property it is responsible for controlling. 

LimitedControls Over 
Revenue I 

Customs does not have adequate @%XIMI controls in place to ensure that it 
identifies and collects amounts owed. For example, .Customs currently 
does not capture information on the results of import document reviews to 
target future documents for review. 

Millions of dollars in user fees may not be collected because Customs does 
not routinely match amounts received from passengers and exporters with 
amounts owed. Also, Customs’ collectjon efforts may be hampered by 
externaI impediments, such as a statutory requirement that the carrier 
issuing the ticket would collect the fee, rather than the carrier transporting 
the passenger into the United States. Customs’ fiscal year 1996 review at 
one airport showed thet.6 of the 10 carriers audited had underpaid a total 
of $1.9 million in passenger user fees In addition, a Nay 1991 computer 
match comparing documentation for exported merchandise with fee 
collections identified exporters who had not paid any user fees. 

System Deficiencies and Customs continues to face serious problems collecting its delinquent 
Weak Internal Controls accounts receivable, which reportedly totaled $344 million as of 
H-per Debt Collection September 30,199l. About $236 million in delinquent receivables were 
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‘1.1 ~\ reportedly ovei,i year old as of that date. GAO found that Customs* 
collection MO& w&hampered because (1) agency systems did not 
provide adequate information and (2) debt collection policies and 
procedures were not followed.,Jn addition, delays canqcqr in;$he . . 

.’ 
i I ,. ~~olleitioti of protested bills if&i inqjorter file&one protest inirolying 

xi ‘) multiple claini& Fur&ei, the DSt C&&ion A& of 1932 C&S n&t all& 
./, ;.‘I ‘, ; CustiMs to use,~rivate debtcoll&ion agencies and administrate ve of&sets 

\ tomake collection I 

: ,,’ ” ,, 

Additional Actions Needed 
* 3, I’ ‘. _ 

Over the pa+ ,3 ye&s, Custom+h+sworkfi on two consecutive systems 
to Enhance Sj&qx@ ” developmentinitia~ves for re@aciiils primary accounting systenLThe 
Development Eff&t fust initiative, in in-house effort, lacked adequate ‘operating and reporting 

requirements and was terminated. The current systems development effo$ 
uses off-theshelf software. While this appears to be a step in theright 
direction, additional actions would increase the likelihood of its success. 
One step would be to closely coordinate Customs’ programmatic system 
enhancement efforts witi the current effort to design a new accounting 
system to help avoidunnecessary developmental cost and ensure the 
compatibility of the systems. 

CF’O Act Provides 
F’ramework for 
Improvements 

The CZTI Act provides Customs with a broad foundation to improve its ~ 
financial management environment. Customs has already taken amajor 

I 

step in implementing the act by designating the Ass&ant Commissioner 
for Management as its CFO. A CFO structure is now in place to address its 
financial management probiems. However, financial management 
improvements will not come about immediately. The continuing strong 
support of top management will be critical to this effort. 

Recommendations 
/ * 

GAO is making ieveral recommendations to the Commissioner of Customs 
to help strengthen the accounting and internal control systems that 
account for its resources. GA0 also recommends that the Commissioner 
direct the Assistant Commissioner for Management;, as the agency’s Chief 
Financial Officer, to closely monitor Customs’ systems development 
efforts so that known financial management problems are corrected. 

Matter for 
Consideration by the 
Congress . 

The Congress should consider authorizing Customs to use private debt 
collection agencies and administrative offsets by either amending the Debt 

f 
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~CoI@ction Act .qf 1982 or by inchxjing such provisions in legislation’ 
concerning Custom#programs~ , ; 

,,./.-: ’ ,’ 

Agency Comn-tents .’ For de most part, Custon$ concurqxl with GAO'S recommendations. 
,, ; Qs@ns stated thatth~ report wed the problems it has 

., “, I, experje,ncea and, documents m,pch of its pro- in improving its 
operations. : ,, ‘, 

Hodeyer, Customs did not fully concur \?rlth two 0~0 recovendatiorq. In 
one case, ~40 revised its recommendation to ad@ress Custqmst. concerns 

~ (see chapter, 4). In the other case, Customs offered a Cou+e Of actiok’to 
meet the intent of GAO’S recommendation (see chapt& 2). 

‘, 

,’ i 
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Chapter 1 

htroduction 

As part of our financial statement audit and management review of the 
US. .Customs Service, we.sssessed the agency’s management and control 
over its Bnandal operations, inchuling its financial management systems, 
and its accountability over revenue and debt collection. 

Background Customs, a part of the Department of the Treasury, was initially created to 
regulate the collection of duties imbosed by the Congress on imported 
goods, wares, And merchsndise, thereby raising revenue for the 
government. Since Customs’ creation in 1789, its mission has expanded to 
include 

l assesshg and collecting duties, excise taxes, fees, and penalties due on 
imported merchandise; 

l preventing fraudulent activities (to avoid payment of duties, taxes, and 
fees) =Q=wi@U 

9 regulating the movement of persons, carriers (air or sea vessels), and 
cargo e&sing and departing the United States; 

. intercepting illegal high technology exports to prohibited destinations; 
l cooperatmg with other federal agencies in suppressing the traffic in illicit 

narcotics and pornography; 
l protecting the American public by enforcing auto safety and emission 

control standards, flammable fabric restrictions, and animsl and plant 
quarantine requirement& on imported merchandise; and 

. protecting U.S. business and labor by enforcing regulations dealing with 
copyright, trademarks, and quotas. 

As a primary border-enforcement agency, Customs also enforces over 400 
laws and regulations for 40 other governmental agenciesi. 

Customs is second to the Internal Revenue Service in the amount of 
revenue collected for the federal government. In fiscal year 1990,’ Customs 
collected $19.1 billion. Duties on imported merchandise accounted for 90 
percent; excise taxes, 4 percent; .user fees, 6 percent; and fines, penalties, 
and forfeitures, less than 1 percent. As shown in figure 1.1, the amount of 
revenue collected by Customs has more than doubled since fiscal year 
1980. 
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Flgure 1 .l: Revenue Collected by the 
U.S. Customs Swvke, Fiscal Years” . I. ,=, DollarB I,, billlons ., 
1980-90 

10 

16 

14 

1980 19bl 1992 1992 *1954 1965 1966 1987 1969 1969 1990 
. . 

Fiscal years 

,’ 

Source: U.S. Customs Service 

In fiscal year iQQ0, Customs received $1 billion in appropriated funds for 
.., salaries and expenses. In addition, it received about $164 million in 

reimbursements for overtime and services rendered to other federal 
agencies, private organizations, and individuals, which were used to defray 
its operating expenses. 

Financial 
Management 
Structure 

The Commissi oner of Customs is appointed by the Secretary of the 
Treasury. Customs headquarters in Washington, DC., is organized into 
seven major offices headed by Ass&ant Commissioners for enforcement, 
inspection and control, commercial operations, management, international 
affairs, information management, and internal affkirs. 

The Assistant Commissioner for Management serves as Customs’ Chief 
Rnancial Officer (cm). In this capacity, he provides advice and guidance 
on financial management to the Co mmissioner and is responsible for the 
formulation and execution of Customs’ budget and the development and 
implementation of accounting, budgeting, and iinancial control systems. 



amptar 
IntrodnCtiOIl 

The Customs Comptroller assists the Assistant Commissioner for 
. . . . . Management .aud serves ssCustoms’ Deputy Chief Financial Officer, The 

Comptroller is responsible for budget plsnning and executiom developing 
and implementing budget sndplanning information and control systems; 
developing and implementing accountjng and finaucial control systems; 
performing related analyses, such ss resource @liz+ion,,fInanci+ , 

~ management and costs, workload, and prod&iv& and administering the 
Management Control Program for the Customs Sekice. ,‘. ~ “,. 
Customs’ accounting operations are centralized at ks National Finance 
Center (NFc) in Indianapolis, Indiana. NFc performs the accounting 
function for Customs headquarters and its 7 regions, 44 districts/aress, and 
294 ports of entry across the U.S. and in about .20 foreign countrie-s. 
Specifically, NET is responsible for (l) developing and implementing a 
servicewide finauc+l mauagement program, (2) developing and providing 
data processing and internal control services related to revenue, 
appropriations, and payroll systems, and (3) maintaining central control of 
all fiscal and accounting activities in Customs, and (4) prepsring reports 
on revenues collected and the use of .appropriations. 

Customs’ Office of Logistics Management is responsible for plan&g, 
implementing, and monitoring space and property management 
servicewide. The National Logistics Center in Indisnapolis, Jndiana, is 
responsible for overseeing sndadministering regionsl logistics programs 
and maintaining Customs’ FVoperty Information Management System. 

Customs reported in its fiscal year 1991 Federal Managers’ Financisl 
Integrity Act (EWFIA) report that it hss 17 financial management 
systems-l primary financial management system, 16 subsidiary systems, 
and 1 program system. The program system, known ss the Automated 
Commercial System (ACS),’ accounts for ah revenue collected and provides 
information to the primary accounting system, the Customs Accounting 
and Management Information System, which serves as the generalledger 
system In combination, these systems are used to (1) record and control 
appropriated funds and other iinancial resources, (2) record fiuancial 
information on the financial results of programs and administrative 
operations, (3) prepare financial reports for we by Customs msnagement, 
and (4) prepare financial reports on the results of programs and 
administrative operations and the status of appropriated fuuds for external 
parties, such as the Office of Management and Budget (OMB) and Treasury. 1 

IACS, which la comprkd of 17 modules @ubsy~ms), processes import &ansa&ona, supports the 
enforcement of import and export. laws and regulations, and generatea trade stabtics. It also accounts 
for the collection of dutka, taxes, fees, fines, and peualties. c 
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Customs’ office of Information Management is responsible for the 
..,... “.. . deveLopment,.progmmmmg, .Smplementation, and operational maintenance 

of the Automated Commercial System. This office is headed by the 
Assistant~Commissioner for Information Management. 

and Methodology 
The objectives of ourreview were to (1) determine whether Customs’ 
financial management systems and operations adequately control 
resources and accurately report financi+ management information, 
(2) evaluate Customs’ efforts to identify duties and fees owed, (3) assess 
Cusuxns’ efforts tc collect delinquent accounts receivable, (4) examine 
Customs’, actions to improve its financial systems, and (6) describe 
Custkus’ initial efforts to implement the Chief Financial Cfficem Act. 

To assess the adequacy of Customs’ financial management systems and 
operations,‘we reviewed our previous reports; those of the Subcommittee 
on Oversight of the House Committee on Ways and Means, the Treasury 
Office of Inspector General, tid private consultant and Customs’ FMFIA 
reports for fiscal years 1983 to 1991. We also interviewed financial 
management officials at Customs headquarter, NFC, the districts, akd 
ports of entry concerning the weaknesses identified in our review to 
follow up on selected accounting systems problems. 

We evaluated selected internal and externsl financiial reports generated by 
Customs’ financial management systems to determine if they contain 
accurate and complete information and are useful to Customs in managmg 
its financial and programoperations. We tested the reliabiility of system 
information by comparing data among systems and against financial 
reports submitted to the Department of the Treasury as of September 30, 
1990, and September 30,1991. Moreover, we reviewed the results of a 
March 1991 survey conducted by Customs’ Office of Msnagement which 
included an assessment of the adequacy of Customs’ training program for 
hnancial management personnel. 

To evaluate Customs’ efforts to identify amounts owed the federal 
government, we reviewed Customs’ guidelines, practices, and records to 
account for and collect duties and fees owed. We also followed up on 
selected internal control problems regarding revenue collection activities 
that we and Customs had previously reported to deterndne the status of 
corrective actions. 
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chapter1 
lIltrodu~oll 

To assess Customs’ debt collection efforts, we randomly selected for 
. .,..) . . . . . review 427 bills from the Bii and Collections Module of Customs’ 

L. .I Automated Commercial System asof March 31,199l. For each bill in our 
sample, we reviewed supporting documentation to determine (1) bond 
coverage for the debt owed, (2) the accuracy of the bill, and (3) its 
collection status. The universe from whichthese bills were selected 
accounted for $94.3 million (67 percent) of total accounts receivable 
($164.8mill.ion) no .un t d er protest (disputed bills) for the three Customs / 
regions in our review-Pacific, New York, and Southeast These three 
regions accountid for about $12.3 billion,or 64 percent of total revenues 
collected by Customs in fiscal year 1990. 

.: 
‘. We also reviewed a judgmental sample of 60 accounts receivable that were 

under protest asof March 31; 1991, to determine their collection status. By 
design, this sample covered the various types of protests. As of March 31, 
1991, Customs reported about 29,000 receivables under protest, for a total 
of $196.7 million. 

To evaluate Customs’ e@orts to improve its accounting systems, we 
interviewed financiaI management officials at Customs headquarters, NFC, 
and the Department of the Tressury. We reviewed a 1933 report prepared 
by a private consultant which evaluated various systems enhancement 
alternatives. We also analyzed systemsdocumentstion for financial 
modules developed in-house and reviewed a Customs task force report on 
the.feasibility of using off-tb&elfsoftware as an option. We compared 
the systems guidelines in the Federal Information Processing Standards 
Publications and our publication, Critical Factors in Developing 
Automated Accounting and Financial Management Systems, to the 
systems documentation for the proposed systems. 

To assess Customs’ efforts to implement the Chief Financial Officers Act, 
we reviewed the requirements of the act, OMB implementation guidance, 
and Treasury’s and Customs’ organization implementation plans. We also 
interviewed financial management personnel at Customs headquarters, 
NFC, the regions, districts, and ports of entry on iinancial management 
issues mandatedin the act. 

We conducted our review between May 1990 and December 1991 in 
accordance with generally accepted government auditing standards, Our 
work was performed at Customs headquarters offices in Washington, D.C., 
and its National Finance Center and National Logistics Center in 
Indianapolis, Indiana We also performed audit work at three districts and 
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five ports of entzy-Los Angeles District, Savannah District, Miami 
. . ..I. .“.. ,... . . . . . . . . .Dist&t, New York Seaport&s.Angeles .Mernational Airport, John F. 

,~e~eayI~o~A~~~eid International Airport, 
andMiamiInternationalAirport. 
:. 
The remainder of this report is organized as follows. Chapter? discusses 
weaknesses in customS’ accounting and’internal control systems and 

‘. emphasizes problems in receivableh and property. Chapter 3 dhasses 
hternhl control~problems in identifying “for collection” duties and fees 

b owed; and,problems in collecting delinquent accounts receivable are 
discussed in chapter.4. Chapter 6 describes Customs’ efforfs to hprove its 
accounting systems. Chapter 6 discusses Customs’ efforts to implement 
the Chief Financial officers Act and o~~perspectives on dons Customs 
needs to take to fully addre& the act% requirements. 



Chapter 2 

Financial Management Systems Do.Not 
Adequately Accou& For andTohro1 
Resources 

Cu+oms’ accounting and internal control systems do not provide 
. . ‘__ .._ management complete and accurate financial information to effectively 

manage its’resources~ especially its accounts receivable and property. In 
addition, Customs’ flnapcial reports do not accurately reflect its linancial 
position. Lastly, +&al management personnel lack &quate train@ to 
effcktivel~ carry out thiii~assigned duties and responsibilities. I .’ ,,- 

.’ 
thstqk has generally acknowledged serious weaknesses in its / ‘.: .accoti~ &de&y iri,bc#i its annual Federal Mana&& Financial 
Integrity:Act report& and c&kty assurance reports. While efforts are 
currently t&d&w+ to addr~ m&y of these problems, there are no 

. . simple solutions. Maldng‘the investment in modern systems and ensming 
ad& training for personnel to enable Customs to produce information 
that will be useful and relevant to &&ionmakers will be a challenge for 
top*ement 

‘. , 

Accounting and ,a CXx&ys’ financial man@ement,officials told us that they are currently 

Finmtiial SystMib 
using the accouriting standards contained in our Policy and Procedures 

Stand&& 
Manual for Guidance of Fed&al. &encies,l ss these standards rep-nt 
appl@ble accounting stsndsrds for Customsurkler the cz+o Act. ., )’ 

I 

The Budget and Accounting Procedures Act of1kI (31 U.&C. 3611 (a)) 
directs the Comptroller Gene&; in consultation with OMFI and Treasury, to 
prescribe accounting primzip@, stand@s, and related requirements for 
,~ccuuve agencies to fohovr: The Federal Accounting Standards Advisory 
Board, established in October 1930, is currently e xami&ngtbesestandards 
and will recommend revisi& forkuance by GAO and om jointly. 

hiMarch 1991, the Board recommended that agencies continue to use, on 
an interim basis, the standards contained in agency accou@ng policies, 
procedures manuals, and/or related fldance to prepare their fins&al 
statements under the ChiefP@ncial Officers Act. Where these standards 
differ from our Policy and Procedures Manual for Guidance of Federal 
Agencies (J’itle Z), agencies are to fury disclose the differences and the 

‘GAO% Policy and Procedures Manual for Guidance of Federal Agencies &Mns the principles 
rehtedrequirementa-tube-b fed rat egendee. !3pdlcaUy, appendix I of 

pmsaibesthe acenmtingp~~~les~d~~~~~4,6,6,and7of~e 
mannel epec& requirements governing claimq laansportation; pay, leave, and allowanceq and fiscal 
pmcedure5, mspecthely. Also, agency accounting 5ystema must comply with the Comptroller 
General’s internal control and accounting system standards, as prescribed in appendixes II and ill of 
Title 2 of the mend, respectively, as w-e6 84 requirements set forth in the Treasury Financial Mamd 
and OBfB drculars. 



chapter2 
Flnandal Management Systenm Do Noi 
AdquatelgAceount For and Control 

’ lteeonreee 6 

.,. ., :. al+n&ive ycca@ing ba+is u&d hi preparing their statehents. We and . . ” 
: ‘,’ OMB adopted this recqu-q$ndqtion.. 

,’ ,-’ 
; Addition$ly,,aqcording @ our Policy and Procedures Manual for Guidance 

of Federal Agencies, agency awjunting systems must be an integral part 
of the iigency’s total financial nknaghment system and must provide 

‘. su.+ent discipline, effective mternal controls, and reliable and useful 
hformatiorj. Ah accounj&ig System encompasses the total structure of 
,ti&lio& &d pro&du+ qed to record, classify, and report information 
oq .tik fmancial positih aqd ,o$e&ions of a governmental unit or any of 
its fimds, bal+uced account groups,, or organizathal components. It 
includes the manti and automated procedures and processes from the 
point a thsaction is initiated tb the @suance of tinaxial statements and 
other manakement reports c@Aning the data in detaiJ or summary form. 

Custotis’ l?inticial Over the years, GAO, the Treas~ epector General,~a~congms.ional 

Maxiqgement committee, and Customs have ideneed serious weaknesses in Customs’ 

Prdblems Have Be@.., 
accotmting and internal control @&&ns. These financial management 
problems and thtie discussed in subsequent cha&ers’ contributed to our 

Reported Previously de&&n to designate Customs as 1 ‘of 16 %&h-risk” areas particularly 
vulnerable to fraud, waste, and mismanagement, Ebramples of problems 
identified include the fohowing: I ,I ., ,b 

l ,: Customs reported in its 1983 rwq report that accrual accounting for 
liabj@ies wss not fully practiced as required under Title 2. - ‘. 

l Custoins first reported in its lQ86 w report that the Customs 
Accounting and Management Information System-its general ledger 
system-does not provide management with reliable data on the cost of 
cxiyhlg out operations. 

; According to our February 1987 report,2 Customs did not design the 
Automated Commercial System, its program system, to (1) clearly 

:. 

document ho% the system operates so that modifications could be made 
qhickly and easily or (2) develop forhal test plaus for use iu testing 
programs to ensure t&it software will meet user needs. 

9 In its 1988 FMFIA report, Customs reported that the general ledger lacks 
data integrity, numerous accounts have abnormal balances, and the equity 
accounts have been arbitrarily adjusted to balance corrections made to 
asset and liability accounts. : 

?3ystem Integri!yz Stronger Controls Needed for Customs’ Automated commercial System 
@AOAMTEGHT-IO, February lO,lQ87). 
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l In February 1990, the Subcommittee on Oversight of the House C%xnmittee 
oh Wa@ tid Mear&eporteds serious design flaws,,in @$oqs’ Au&q@,ed 
Commercial System. According to th& report, char&s to the q&em have 

” octied at a breakneck pace sinceits initial implementation in 19&i, arid 
many changes have been implemented without either documenting how 
the,system operates~or.~testingit adequately. 

T ][I! June 1990, we reported4 that Customs cannot base the merchandise 
proq2ssing fee it assesses on.imports on its actual operating costs. One of 
the i-tions was that Customs does not have a work measuremtit system 
that a.ccmakly reflects the resonrces used for processing cargo. 

. According to the Treasury Inspector General’s February 1991 reporl? on 
contract administr@ion and closeout procedures, contract payments were 
made without proof of delivery or acceptance of the good&ervices as 
specified in the contract. Additionally, the system used to process 
procurements does not have information on the amount available for all 
contracts. 

l We reported6 in June 1991 that internal control weaknesses gova 
overtime pay to Customs inspectors allowed en-orsto go undetected when 
preparing overtime documentation,ea paymenta, and entering data 
in the overtime systems. 

Customs’ 1991 FMFLA report and our work indicate that the above problems 
have not been resolved, 

Accounts Receivable Customs does not effectively account for and,control its account+ 

Are Not Adequately receivable due from the public, which reportedly totaled about $634 
million as of September 30,199l. Customs’ automated and manual 

Accounted For accounts receivable systems contain incomplete and inaccurate data II-I 
addition, Customs lacks a single, integrated accounts receivable system. 
These problew stem from insufficient internal controls and system design 
deficiencies which do not ensure that information from source documents 
is beingrecorded accurately into the systems. 

and Mismanagement in U.S. Customs Service cOmmercial Operations 
oversight ofthe Committee on Ways and Means, U.S. House of Representatives, 

‘U.S. Custom Service: Merchandise Recessing Fee: Examination of Costs and Altemetivea 
(GAWGGD&h91BR, June 15,199@ 

Qxhact Admhi&&on and Closeout Pmcedm at the U.S. Customs Service (Department of the 
Treasury, Omce of the hspector General~IG-91-024, February $1991). 

%ustams Servicez 1911 Act Goveming Chwtime Is Outdated (GAO/GGDZ&96, June 14,199l). 
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Accounts @eceival-$e 
Balance Is Unteliable 

1  

Customs’ reported accounts receivable babmce is incomplete and 
ir&cur&‘because’of problems in two are& (1) duties and fees and 
(2) iiqes and penalties. In the dutiesand fe& area, Customs uses 
cash-based rather than accrual-based accounting to record revenue, which 
does not conform to the Title.2 standards it has adopted. As a result, 
Customs is understatir$ its accounts receivable by recognizing revenue at 
the time it isreceived, rather than when it is earned. Thus, in practice, 
Customs currently recognizes revenue when the importer or broker pays 
estimated~duties and fees rather than when it relea&s the merchandise 
into the ~country for ccnsumptioh. which is generally 10 days earlier7 For 
,that IO-day period, Customs is not recognizing revenue it is owed. 
Furthermore, if importers file their import documents on time but do not 
pay estimated duties and fees at that tune, this period can be much longer 
than 10 days. Late payment of duties and fees is d&ussed in chapter 3. 

I, 
The second area in which Customs’ accounts receivable balance is 
inaccurate is in the tines and penalties area Our review showed that the 
accounts receivable balance for fines and penalties is based on estimates 
that may grossly understate the true amount owed. Customs recognizes 
that large differences exist between the amounts of fines and penalties 
assessed, mitigated, and collected; however, the accounting data do not 
adequately consider these differences. When importers or brokers violate 
trade regulations, it is Customs’ policy to assess the fine or penalty at the 
maximum amount established by law, based on supporting evidence 
available. However, this amount can be mitigated, that is, it can be reduced 
by negotiations between Customs and the violator. 

Although Customs seldom expects tccollect the full amount assessed, it 
expects to collect the mitigated amount. However, through the appeals 
process, the mitigated amount can be reduced to a nominal amount. 
Because of this process, over the past several years, NE personnel have 
estimated the collectible amounts by multiplying the mitigated amount by 
.2 percent. The resulting amounts are recorded as the accounts receivable 
for fines and penalties. While Customs reportedly had cumulative 
outstanding mitigated fines and penalties of about $1.9 billion as of 
June 30,1991, it estimated a receivable amount of about $3.9 million for 
that quarter using this approach> 

?n order for goods to be released, Cwtoms niust approve certain import document9 which are used a8 
a control to ensure that estimated duties and fees are suikequently paid These documents are not 
used to establish accounts receivable. 

*In addition to the $3.9 million, Customs recorded $186.7 million related to fms and penalties cases 
n+md to the Department of Justice for the quarter. 
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Additionally, we have some concerns with Customs’ recording of accounts 
ieceivabl‘e fcr sneS.~Fines, known as liquidated dsmages, are assessed 
When there is a breach in the contractual relationship between the 
importer and Customs. At times, the mitigated amount, not the .2 percent 
of the mitigated amount, accurately representsthe amount to be collected+ 
For example; importersEbng import documents later than 10 days after 
the release of their merchan&e are assessed, based on statutory 
requirements, liquidated damages equal to the value of the merchandise. 
Thei mitigation process allows the liquidated dsmagesto be reduced to 
nominal amounts based on,an admin&rative feeplus interest. A Customs 
official to!! us that iu m&nyliquidated damage cases involvingthistype of 
violation-a late filing-the mitigated amount is the amouut collected. 
However, the accounts receivable, which is used only for financial 
reporting purposes, is recorded at .2 percent of that nominal amount, 
thereby understating the accounts receivable. The assessed or mitigated 
amounts are the balances that Customs uses to pursue collection from 
individual importers. 

A similar problem exists with penalty cases. Penalty cases involve an 
intentional misrepresentation of merchandise brought into the United . 
States for consumption. These cases can involve several stages of 
mitigation which may reduce very large penalties to much lower amounts 
by the end of the process. In the last stages of mitigation, the mitigated 
amount, not .2 percent of that amount, may accurately represent the 
amount to be collected. However, personnel at NFT have no way of 
knowing whetherthe mitigated amount obtained from Customa’ 
automated system represents the initial or final stages of mitigation and / 
whether, as a result, that amount or .2 percent of it-is closer to the actual 
amount to be collected. !l’his is because Customs does not maintain 
historical information on the collection status for fines and penalties at 
various stages of mitigation. Customs plans to create a file in its 
automated system to capture,the historical dataon the amount and 
collection of each fine and penalty. This enhancement effort is scheduled 
to be completed in 1993. 

Iu addition to these problems, NFC personnel could not support the basis 
for using the .2 percent figure in their accounts receivable calculations. 
During the course of our review, Customs revised this e&mate, based on 
its past collection experience, to 1.68 percent in its Schedule TFS 220.9, 
‘Report on Accounts and Loans Receivable Due From the Public” as of 
September 30,199l. our work did not include au assessment of the 
reasonableness of this percentage. 

Page 20 GAO~APMD-92-20 Cn.cto~ Plllandal lbIan&nient 



x 

, 

chaptor2 
Fhenelel lbha#ment Syeteme Do Not 
AdeqnatelyAccosmt For and Control 
Beeonreee 

Although Customs has not performed any indepth analysis to determine . ttie @tit byi&s of the differences between the amounts assessed, 
mitigated; and collected; Customs officials told us that these differences 
rest@ primarily from (I) the statutory requirements for sssessing fines and 
penaltjes and (2) themitigation process, which allows the amount 

‘, i’ assessed-to be reduced to nominaJ amounts. ,This area will be further 
investigated in our financial statement audit. 

/, ,,, I’:. 
\’ 

Other Accounts Receivable ,, Our s+mpl~ I-@@ of 427 individual~bills not under protest ss of March 31, , 
Discrepancies 1991, showed thatsome of the acc&nt.s receivable recorded in Customs’ 

,automated system did not belong to Customs. Specifically, 12 bills valued 
a( at $1.2 million involved taxes for bulk liquor, which are the responsibility 

of Treasixy’s.Bureau of Alcohol, Tobacco, and Firearms. (Customs is 
responsible for collecting deferred taxes on bottled liquor.) According to 
Customs personnel, these errors were caused by importers or their 
brokers when coding the type of liquor on their import documents. Except 
for import documents selected for review by import specialists; there are 
no controlsin place to ensure that coding errors made by 
importera&okers are detected. A Customs debt collection official 
informed us that Customs is in the,process of identifying and contacting 
importers/brokers to make them aware of the problem so that they can 

,i avoid future coding errors. 
..j /’ 

The accuracy of the accounts receivable ba&ce is also questionable 
i based on our sample review. Our sample of 174 unpaid bills identified 18 

for which the source documentation did not agree with the amount 
recorded in the l%Iing and Collections Module of Customs’ Automated 
Commercial System. These 18 bills were recorded in the system at about 
$3,967,000, but the supporting documentation showed the total was about 
$3,802,000. While the net difference between the amount recorded in the 
system and the supporting documentation was only about $166,000, 
individusJ accounts varied greatly Jn one case, Customs issued a bill for 
about $1.1 million, but source documentation showed that only about 
$686,000 was due. Customs officials were generally unable to -lain the 
differences found in our sample. 

Lastly, in our March 1991 report, U.S. Customs Service: Efforts to 
Strengthen Controls Over Mail Imports Duties and Fees (GAOEGBD~.W), we 

reported internal control weaknesses in Customs’ systems for assessing 
and accounting for duties and processing fees on mail imports. For 
example, the systems cannot track which assessments were collected and 
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which were outstandmg. & of the end of fiscal year 1990, Customs 
... records showed that about 320,000 bills totaling about $10 million were 

,~I delinquent. A Customs official responsible for mail collections estimated 
1 .., that about two-thirds of the bills reported as delinquent had been paid. By 
,’ December 1991, Customs had implemented the Automated Mail Entry 

Writing and the Mail Entry Collection Systems to address these problems. 

Accounts Receivablk 
Systems Are Not 
Integrated 

r 
No single system currently captures all amotmts (duties, fees, fines, and 
penalties) owed Customs from the time they are assessed to when they are 
collected. 

Our review showed that one major reason why Customs lacks an 
integrated accounts receivable system is that the Automated Commercial 
System, its program system with major financial implications, was 
developed to ~facihtate Customs’ commercial operations, not as an 
accounting system. For example, .the Fines, Penalties, and Forfeitures 
Module of Acs was designed to provide various management repor&, 
enforcement information, and a case chronology. While this module 
contains information on the fines and penalties assessed violators, it does 
not establish these amounts as individual accounts receivable or 
summarize this information directly in the general ledger system and on 
financial reports. 

Because it lacks sn integrated accounts receivable system, Customs must 
manually prepare financial reports using information from a number of 
automated and manual systems. In addition to being highly labor-intensive, 
and thus more costly to admini&er, such manual procedures increase the 
opportunity for error and the likelihood of inaccurate reporting. / 

: 

Property Is Not Customs faces ongoing, serious problems iu accounting for and 

Effectively Accounted 
controlling property used to support its functional operations, such as 
automated data processing (ADP) equipment, aircraft, boats, and vehicles. 

For and Controlled For fiscal year 1990, large differences existed between the results of 
Customs’ physical inventory, its property system, and the general ledger 
system. Although the fiscal year 1991 inventory effort was a major 
improvement over the prior year, these differences still totaled millions of 
dollars. In addition, government furnished properties and spare parts 
provided to contractors were not always recorded in Customs’ accounting 
or property systems. Asa result, hundreds of millions of dollars in 
property are susceptible to fraud, waste, and misuse. 
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Our Policy and Procedures Manual for Guidance of Federal Agencies 
requhes federal agencies to ,estabIish appropriate internaI controls over ah 
ssssets and maintain property records on aII government owned property. 
It further states thatagencies must establish accountability and exercise 
appropriate oversight and control over government property furnished to 

-\ third parties such as contractors: 

Customs first reported that it lacked accountability and control over its 
property in its 1933 m report. Subsequent reports continued .to list 
accounting and internaI control weaknesses in property. Because the : 
Property Information Management System implemented in 1939 was 

,, 

expected to correct these weaknesses, Customs’ 1939 FMFU report did not 
: list these weaknesses as a problem. 

Differences Exist Between Large ditTerences.e%st between the results of Customs’ physicaI inventory, 
Physical Inventory and its property system, and the general ledger system. Since 1933, Gustoms 
Accotiting Systems offices throughout the countryhave donducted an annuaIphysicaI 

inventory of property. The results of the physical inventory are compared 
to inventory data inthe property system Differences are to be reconciled 
and appropriate records austed, i 

Customs could not give us the initial servicewide results from its fiscal 
year 1990 physical inventory because the physical inventory process had 
no uniform “start” or “end” date. However, a year after the physical 
inventory was begun and reconcihation efforts had been in-process, 
Customs’ AprlI 1991 Property Information Management System Inventory 
Discrepancies Report disclosed that 3,926 items Iisted in the property 
system still had not been found; 1,798 items were not at the location Ii&d 
in the properly system; and 1,902 items observed were not listed in the 
property system Some of the items that could not be found included a 
helicopter, a mobile home, a radio tower, boats, cars, dogs, and ADP 
equipment. 

We were abIe to determine the initial results of the physical inventory for 
the Southeastern Region. As of June 1990,7,343 items Iisted in the 
property system had not been found; 1,111 items were found that had not 
been recorded in the properly system and 661 items were Iisted under the 
wrong organizational code. As of April 1991, many of the earlier 
discrepancies had been reconciled, with the unresolved tot& being 600, 
247, and 240, respectively 
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Because the discrepancy report did not list dollar amounts, and Customs 
. . . . couldnot,readily give us this information, we were unable to determine 

IWdollar value of:the discrepancies. Dowever, according to a Customs 
;i 

.’ 

offici&the 1990 physical inventory effort+from March 1990 through June 
1991~identified a t&alof 10,006 items which Customs estimated to be 
valutid at about $46 million that were counted but not recorded in the ,-.-,. _.-‘,... 
property system. 

Customs’ fiscal year 1991 physical inventory was a major improvement 
over the prior year’s effort For the 1991 inventory, Customs established 
uniform “start” and “stop, dates of July 1,1991, and September 30,1991, 
respectively. Unlike the previous effort, Customs officials were able to 
provide the dollsramount ofthe items that had not been found during the 
physical inventory. As of November 12,1991,3,663 items with a total value 
of about $16.4 million either had not been found or had not been 
physically counted. Customs determined through its reconciliation 
process that as of January 1992,4,220 items totaling about $6.2 million 

: shouldbe removed from the property system becausethe items had been 
‘. lost, Furthermore, Customs officials determined that 399 items Counted 

were not recorded in the property system, compared to 10,006 items in the 
1990 physical inventory. As of December 11,1991, the difference between 
the physical inventory and the property system totaled $6.8 million. 

The property system should serve as a subsidiary system with detailed 
hrformation to support the property balance in the general ledger. 
However, as of September 30,1990, the property system showed 
$699 million in,property and equipment, while the general ledger system 
showed about $404 million. 

i 

Differences between the property system and the general ledger system 
can be part&@ explained by the inconsistent policy on the dollar value of 
property recorded in the accounting systems. Specifically, Customs 
Directive 5230-12, dated June l&1990, prescribes that property with a uuit 
purchase price of $1,000 or more and an expected useful life of 1 or more 
years be capitalized. This policy is followed for items recorded in the 
general ledger. However, Customs’ 1990 Property Officers Handbook 
requires that items with a dollar value of $300 or more be recorded iu the 
detailed property system. Therefore, part of the difference between the 
property system and the general ledger system is attributable to the items 
valued between $300 and $999 that were included in the property system 
total. 

. 
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However, for the fiscsl year 1991 effort, Customs was able to differentiate ,, . “. betwte~~ the cajpitabzeditems and the expensed items iu the property 
’ system. A cdmparison~of~the firoperty system balance for capitalized items ,..,.,, arid the’general~ledger for’property and equipment showed a difference of 

about $61.8 million. The balsnce.for the property system was about $642.8 
million, and the gen&al hdgersystem balance was about $604.6 million. 

Other factors contributed to the above property differen&. First, ftiure 
to understsnd’the,propertji system,is a major contributing f&or to 
discrepancies between. (1) the physical inventory and the property system 
and (2) the property system and the general ledger system. Customs’ 
Property Information Management System was implemented in’ 1989. 
Initially, headquarters personnel provided training for this system to 
selected regional personnel, who, in turn were responsible for training 
users at the districts and ports. 

This &aining approach proved to be inadequate. Customs officials told us 
that many local property officers had not received trahdng on the property 
system and that training was scheduled to begin in November 1991. As a 
result of thelack of training,~loczd property officers did not know that the 
method used to process property acquisitions can significantly affect the 
action for receiving the property. Specifically, when acquisitions are 
processed through the Automated Receiving Reports System, atemporary 
property file is created in the property system requiring that a property 
identification number be entered upon receipt of the property. & however, 
an acquisition~is not procesSed through the Atitomated Receiving Reports 
System the local property officer must create a file in the property system 
when the property is received., Since many local property officers are not 
aware of these two methods for processing acquisitions, some items are 
not being entered into the propertysystem and some items are recorded 
twice. 

Improper clsssification of property acquisitions also makes it difficult for 
Customs to reconcile Merences between the general ledger system and 
the property system. We found’that some Customs personnel were 
expensing property items which should be capitalized and vice versa For 
example, a March 1991 transaction involving leasehold improvements with 

J a value of over $26,000 which should,have been capitalized had been 
expensed. Several maintenance contracts valued between $120 and $660 
which shouldhave beenexpensed had been capitalized It is especially 
important thatpersonnel understand the importance of correctly applying 
the capitabzation requirements because the general ledger system does 
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. 
not have an automated edit to identify items incorrectly clsssified as I 

(. . . . ~capitahzed items and thus bring them to management’s attention. 
4’: :;- ,: .:.’ ..>): .,,. ,..*.. 

,’ Customs contracted with a private consultant in March 1991 to a&i& .in 
reconciling its property differencesIn addition, m, July 199i, (h@.&n&~ 

~ developed a Property Information Management System Action Plan ” : 
identifying its propertyproblenis and planned corrective actions. One of 
the planned corrective actions w3ll establish a central data entry unit to 
createa ternporGy file in the property system for acquisitions not 
pI’ocessed through the Automated Receiving Reports System, thus 
enabling all receipts to be processed uniformly. Customs officials told us 
the &ntrsl data entry unit is scheduled to be implemented in 1992. If 
successfully implemented, this process should reduce errors and 
significautly improve the accuracy of Customs’ property records. Customs 

.’ officials also t$d us that a task force was established to address the issue 
of proper classification in Janus& 1992. 

* + I 
Government Furnished Our review showed that Customs’ account&q systems do not account for 
Property and’Spare Parts ali government proper@ and spare parts furnished to contractors. Customs 
Are Not I$ecor+d in the furnishes property to contractors who provide services for itsseized 

Accouniing S&ems property activities and &craft and vessel operations. Additionally, the 
,’ _’ contractors nxxintain h-tventories of spare parts for Customs to use on its 

aircraft and vessel operations; As of November 1,1991, Customs &imated 
that about $65.8 mill.ion:in government furnished tools and equipment and ., ., ,’ about $66.2 million in spare parts were in the hands of its contractors. 
BecauseCustoms’ systeti do not distinguish between property held by its 
personnel and property provided to contractors, the government furnished 
property recorded in its systems cannot be easily determined. 

Customs lacks policies and procedures on how to account for government 
furnished.properly. Without such policies and procedures, Customs field 
locations account for these items inconsistent& Government furnished ; 
property is being recorded in the general ledger, the property system, or 
not at all. 

Through field visits to each of its contractors, Customs is currently trying 
to determine (1) the value of government furnished property now in the 

i 

hands of its contractors and (2) what government furnished property is 
currently recorded in either the property or general ledger systems. In 8 
addition, a handbook detsihng how to account for government furnished ’ 
property is expected to be completed in fiscal year 1992. 
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Other.Accquhts II0 _: In addition to the accounting system problems previously discussed, our 

Not Accurately 
reviewdiscltid otherinstances inwhich Customs fIna.ncial reports do 
not accurately retlect Customs’ financial position. These fir&&l 

Reflect Cqstoms’ reporting issues will also be’further investigated in our ongoing financial 

Financial Positih : &&ment audit of Customs. , : 
j -, ,’ 

Specifically, we found the following 
:. / .: 

l In order to bWce its assets with liabilities and equity, Customs used an 
unsupported amourit of about $1.3 billion in the equity section of its fiscal 
year 1990 Report on Financial Position. 

l Contingent liabilities are not disclosed in the notes to the mcial 
statements as required by Title 2. Refunds that are likely to be made to 
exporters who apply for drawbacks (refunds of duties collected on 
merchandise initially import&and now being exported) are not disclosed. 
Customs also did,not report any ‘contingent liabilities,for amounts 
collected under protest and litigations pending against Customs. In fiscal 
year 1990, Customs paid about $7’00 million in drawback and other 
refunds to importers who made excessive payments in duties snd’fe& 

. Although Customs’ delinquent receivables have averaged about ;. ” 
$100 million from fiscal years 1934 t6 1990, it reported an annual j 
allowance for doubtful accounts of about ,$2 million’ in its. IZeport~on 
Accounts and Loans Receivable Due Prom the Public for fiscal years 1933 
through 1990. There was no support for the amount reported. Customs 
recently developed a methodology for calculating its allowance for 
doubtful accounts. Using this methodoIogy, it reported about $179 million 
ti of June 30,199l. This methodology, however, does not adequately 
considerhistorical collectioninformation and the various stages of 
mitigation (that is, negotiations which can reduce the amounts of fines and 
penalties owed). 

l As of March 31,1991, the reported $191 million in current accounts 
receivable due from the public was understated by $44.6 million because 
(1) a reporting error incorrectly categorized certain resolved protests9 as 
noncurrent, As a result of our work, Customs manually adjusted its 
June 30,1991, financial report to reflect some of the mcorrectIy 
categorized protests as current receivables, 

‘. 

olneee include protests “&led untimely” which are autxunaticaUy denied, protesta completely denied, 
and partly denied protests. Partly denied protests would include a decision that wae de&d in one part 
and upheld in another. 
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Fhancisll . 
Management . 

A lack of adequate tmining for Customs financial management personnel 
. contributed to the problems Customs encountered in controlling and 

Perso-tie1 Lack 
accounting~for its resources and in preparing complete and accurate 
financial reports., 

Adequate Ylkcning The I986 centr&ation of Customs’ accotm$ing operationa& e resulted 
iriZw6 peroent of its workforce having prior .@@xnsexperie,nce. NFc 
officials told us that thisoccurred because most of their financial ~ ’ 
personnel did not relocate from Customs offices in the regions and -,. 

_i headquzuters. The lack of a structured training program for fins&al 
management personnel compounded this problem. 

,:,, 
A &larch I991 Customs Office of hlanagement survey of financial 
management personnel confirmed the lack of adequate t&ning. 
Specifically, 31 of the 60 respondents at NFC felt that the training they had 
received for their present position was poor or very poor. Of the 37 
respondents in the Office of.the Comptroller, 16 also felt that tmining wss 
poor or very poor. 

We believe that the lack of training caused a number of the problems with 
Customs’ financial reports. For exsmple, we found that personnel 
responsible for preparing the financial reports to the Treasury could not 
document the source for an amount in the equity section of the Report on 
Financial Position. Also, the Chief of the Revenue Branch at NE could not 
document the b&is for the calculation used to estimate an accounts 
receivable for fines and penalties. 

To address some of its training needs, Customs hired a traiuing program 
manager at NFV, who has given Several training courses on finaucerelated 
matters &we June 1991. Training classes on Customs’ accotiting svstems 
are also to be developed. In addition, the Office of the Comptroll& bss 
developed training requirements for financial management personnel. The 
requirements l&the types of training courses that would enhance the 
staffs abiities to carry out assigned duties and responsibilities, 

Conclusions While efforts are underway to address msny of Customs’ problems, more 
needs to be done to account for receivables, account for aud control 
property, and prepare useful and reliable financial reports. Some of these 
efforts pose new challenges to Customs management on how to address 
the agency’s accounting and internal control system problems. 
Successfully implementing an integrated accounts receivable system 

I 
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. 
would give Customs accurate and reliable information on amounts owed 

. . . . . . -the government from the time duties, fees, fines, and pens&s are 
,, .’ assessed,to when-they are collected. Such a system would help provide 

managers useful and relevant information in their decision;- 

! ‘- .r i ., 

Recb&~,tidatio~ We recommend that the Commissioner of Customs direct the Chief 
Financialofficerto’ 

‘, 
/ ‘0 record the accomk receivable balance for fines and penalties in the 

general ledger and on financial reports at the full amount assessed and 
establish an allowance for doubtful accounts that (1) reduces the accounts 
receivable to the net rea&able value and (2) is determined by including an 

, atjjustment based on Customs’ historical experience with the mitigation 
process and an evaluation, of the debtor’s ability to pay; 

l develop and implem.ent an integrated accounts receivable system to 
record and control all amounts (duties, fees, fines, and pens&es) from the 
time they are owed until they are collected or determined to be 
uncollectible; and 

l account for and control property by (1) monitoring the central data entry 
process to ensure accurate recording of acquisitions, (2) training local 
property officers on the property system to ensure proper recording of 
receipts, transfers, and disposals, (3) developing procedures to clearly 
identify property that should becapitalized or expensed, and 
(4) developing procedures to ensure ,all government furnished property is 
recorded consistently and accurately in Customs’ accounting systems. 

Agency Comments For the most part, Customs concurred with our recommendations, but did 
not agree with our recommendation concerning the treatment of accounts 
receivable. However, Customs’ National Finance Cimter Director told us in 
a subsequent discussion that Customs does not really disagree with our 
recommendation on accountsreceivable. He ssid that Customs wanted to 
emphasize its plans to disclose accounts receivable net of uncollectible 
amounts in the financial statements. The basis and the amount of the 
uncollectible amounts wiIl be disclosed in a footnote to the finsncisl 
Statements. 
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Chapter 3 

Limited Controls Over Duties and Fees 
Owed and Collected,May Have ,Resulted in’ 

/ Lost Revenue 

In fiscal year 1990, Customs collected $19.1 billionin duties, tsxes, fines 
., ., . -and penalties,and~user fees..However, limited internal controls and 

deficient policies regarding the amount of duties-and fees owed and 
, collected may have resulted in the loss of millions of dollars in potential 

revenue. 

“-L&&es may have occurred because Customs didnot 

l capture the results of import document reviews so that this information 
qan be used to assess the effectiveness of the selection criteria for import 
specialist review, 

. verify that passenger User fees are collected, 
l verify that harbor maintenance fees due on exported merchandise are 

collected, and 
. assess penalties for late payment of duties and fees unless import 

.documents were also fled late. 

Customs has generally dcknowledged that the above situations may have 
resulted in lost revenue. According to a Customs official, the agency lacks 
the information and resources necessary to ensure that it collects all of the 
revenue owed. In addition, Customs’ policies and procedures in some 
cases serve to inhibit revenue collection activity. When importers are not 
paying required duties and fees, imported merchandise csn have sn unfair 
competitive advantage. ’ 

Effectiveness of Customs import specialists review selected entry summarr ‘es to ensure 

Criteria forSelecting 
that importers file complete and accurate documentation. An entry 

Import Documents for 
summary describes the type, Quantity, and value of the merchandise; the 
duty category; and the esthnated duties and fees payable. i ,’ 

Review Unknown The Entry Summary Selectivity Module of Acs is intended to select entry 
summaries that present a high risk of problems so that import specishsts 
can review them. This module is to provide (1) an automated mesns of 
assisting import specialists in determining whether appropriate duties are 
paid and whether trade laws are being violated and (2) uniform treatment 
of importers and imported merchandise. The module, which began 
operating nationwide in 1933, is being implemented in phases and is 
expected to be fully deployed in 1996. 

Entry summaries are fiagged for review based on crit;eriaprogrammed into 
the system. These criteria consist of factors such as the country of or&& 



United Oontrole Over Ihtiea ad Far 
Owed and CMlected BYsty Have Rebuked in 
Lost Revelnle 

i ’ 

type of merchaudise; tariff classification;~S.ml&ne importers; and 
. kuporter profiles (for exar’upIe,the number of previous import violations). 

In addition, a random sample of entry summaries initislly bypassed by the 
risk-based system are selected forreview by import specialists. 

In fiscal year 1990, the Entry Summary Sehxtivily Module selected about 
2.7 million entry sununari es, from a universe of 6.6 million, for review by 
import specialists. These reviews resulted in the assessment of additionsl 
duties and fees of about $63 million. 

Customs currently has no uniform, comprehensive mechanism for 
determining if the criteria for selecting entry summarr ‘es for review are 
effective. This is largely because it does not monitor the reauIts of its 
reviews to either confirm the current selection criteria or to develop a 
valid basis for changing them The Entry Summary Selectivity Module does 
not have a history tile to support such efforts; 

In phase II of the development of the Entry Summary Selectivity Module, 
Customs plans to build history files containing a record of problems 
associated with importers and imported goods found while reviewing 
enby summaries. Customs officials believe this will enable them to begin 
assess~ the effectiveness of the selection criteria and provide historical 
information for the import specialists to use in their reviews. While 
Customs plans to implement phase II in 1992, we reported in March 1992 
that implementation problems may make this time frame unrealistic.’ 

Results of Customs reviews have indicated that some violatois are not 
being detected through the Entry Summary Selectivib Module. A special 
unit within the New York Region’sRegulatory Audit Division idenUfied 
additional duties and fees owed by reviewing a judgmental sample of entry 
summaries that were either bypassed or reviewed by import specialists. 
During fiscal years 1986 through 1990, this unit assessed importers $4.8 
million in additional duties and fees, net of refunds identbied, after 
reviewing their entry summaries. 

Audits such as the ones performed,by New York’s Office of Regulatory 
Audit help to identify additional duties and fees owed the government. The 
audits can sssist in determining the degree of confidence to place in the 
quality of information reported on the entry summaries, as weIl ss the 
quality of the reviews performed by import specialists. However, 

‘Customs Automation: Effectiveness of Entry Summary SeIectjvity System Is Unknown 
(GAOIIMTEG92-20, March 24,1992). 
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chapter 8 
Lbitid’Controls Over Duties and Fern 
Owed and CoWcted May Have BeenRed in 
Idat Revenue 

according,to the Director of the Oflice of Regulatory Audit at Customs 
. . . . . . .., headquarters, the New York Of&e is the only one performing these 

revieys. He told usthat Customs officials have not decided to do these ’ 
-> reviews servicewide because they do not know ifthey would be cost 

beneficial and that +stoms currently has no plans to expand this activity 
tootherregions. : 

Limited Controls ,Over In fiscaLyear 1990,. C&toms collected over $111 million in passenger user 

Collection Of 
fees. However, Customs’ Office of Regulatory Audit estimates that 
additional passenger user fees are not being collected because Customs 

Passenger User Fees lacks a sys~mforde@mining amounts due. 

TheConsolidated Omnibus Budget Reconciliation Act of 1936 (Public Law 
99472) authorizesCustoms to collect 8 user fee of $6 for each passenger 
aboard a commercial carrier (air or sea vessel) entering the United States 
from a for&$ destination other than Canada, Mexico, U.S. territories and 
possessions, or @acent islands; The fee is for passenger inspection 
services and is usually collected at the time the ticket is issued by carriers, 
tour wholesalers,2 travel agents, or other parties, 

The authorizing legislation, however, can hamper Customs efforts to. 
collect the fee. For example, the statute requires that fees be collected at 
the time the ticket is issued, rather than by the carrier transporting the 
passengers into the Umted States. Because carriers may transport 
passengers who have purchased tickets from anotbercarrier, Customs 
cannot rely solely on, pa&enger arrival logs to determine user fees owed 
by ‘that particular carrier. For user fees collected, carriers and tour 
wholesalers are required to make quarterlyremittances to Customs’ NFC no 
later than 31 days after the calendar quarter ends. However, they are not 
requires to report on amounts owed the government, I 

According to Customs’ draft User Fee Handbook, the carriers and tour I 
wholesalers are responsible for determining the amounts owed and 
kmitting collections to a bank in Atlanta, Georgia. An NFC official told us 
the bank processes the transactions, deposits the funds collected to 

~ 

Treasury, and forwards information on deposits to NFC. NEY: accounts for 
these collections using information provided by the bank. 

I 

%nx wholesalers generally issue their own transportation ticketa which are not carrier related 
(chartered flights) and remit pvger UBer feea direct& to Customs. Ravel agents remit passenger 
w fees collected to carriers. 
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Lot+ Eevenue 

We found that internal controls over the passenger user fee program are 
.., .,. ahuo~$ nonexistent. For example, Customs does not have a complete and 

akixii& lid of ‘tie Commertiia# tiers tid tour ‘wholesalers who collect 
pa&nger user fees. l%is would appear to be a basic internal control 
feature t&m&t& &r&rsarid to&wholesalers that are not paying. 
Customs also does not &qGre~that the carriers and tour wholesalers 
provide @formation on the numb& of passengers enteringthe United 
t3ates to support payments made. Thus, even for those who do pay, 
Custom has no basis for knowing whether it is paid the,proper amount, 
*Whothe r userfees, Customs has not.designat&a spe&ic ,: 
organizational unit to manage the collection of passenger user fees. 

’ 

In ftscal year 1996; &stoms’ New York Regulatory Audit Division 
reviewed 10 airline carriers servicing John F. Kennedy International 
Airport from July 1986 through March 1990 and found that 6 of the 10 
carriers underpaid. Customs $19 million in passenger user fees According 
to a Customs offi@& all but about $57,000 was subsequently collected. 
Thisamount was contested by one of the airlines and upheld by Customs. 

According to the NFC Revenue Branch Chief, Customs does not have the 
resources to monitor the collection of passenger user fees. It must rely on 
the good faith of the carriers to remit all fees and on audits performed by 
the Office of Regulatory Audit to identity carriers that underpay. 

Audits of carriers are ameans her@ring that Customs receives 
passenger user fees collected by carriers. However, based on information 
from the O@tie of Regulatory Audit on completed and ongoing audits, 
New York was’the only office within Customs’ seven regions performiug 
.such audits in fiscal year 1996. Durmg fiscal year 1991; new audits were 
initiated in the North Central, Southeast, and Southwest regions, 
According to a Regulatory Audit official, the office is expanding these 
audits to other Customs regions in f&al year 1992. 

ln addition, Customs regulations currently do not provide for assessing 
penalties against ‘&triers and tour, wholesalers who fail to pay passenger 
usei fees on time. We reviewed 89’quarterly payments m@e during fiscal 
year 1991 and found that 48 of these payments were received from 1 to 17 
days after their due date. Customs is in the process of amending its 
regulations to require the assessment of penalties for late filers. 
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Limited Controls -Over Our review also showed that Customs does not have adequate internal 

CoUecfidn of Ha&or 
controls to ensure collection of ,harbor maintenance fees due’on exports. 
in titi year 1990, ~bstim couetited MB million in such user fees. 

Maintenapce Fees on 
Exports- The water Resources Development Act of 1986 (Public Law 99-662) 

authorizes Customs to collect harb,or maintenance fees from commercial 
vessels loading or unloading merchandise or passengers in U.S. ports. 
Moneyscollectedp$narily go to the US. Army Corps of Engineers for the 
improvement and maintenance of U.S. ports and harbors. The harbor 
Ip@knimce fee on exported merchandise is .125 percent of the value of 
the merchandise. The fee for passengers leaving the United States is a 
percentage of fare paid. 

” 

Although it receives some information on exported merchandise, Customs 
does little to verifjr that it collects all harbor maintenance fees due. As with 
passenger user fees, no Customs organizational unit has been designated 
for managing the collection of these fees. According to a Customs official, 
when merchandise is exported.on waterborne vessels, exporters file a 
shippers export declaration form which describes the merchandise and 
states its value. A copy of the declaration form is filed either directly with 
the Department of Commerce’s Bureau of the Census or at Customs’ ports 
of entry, and a copy is forwarded to Census for use in preparing trade 
SbtiStiCS. 

Census, in turn, prepares a quarterly computer tape of the shippers export 
declaration forms sorted by exporter.identificaGon number. A copy of this 
computer tape is forwarded monthly to Customs headquarter for trade 
enforcement purposes but not for validating fees collected. For example, 
Customs uses the tape to develop statWical data on problem exporters, 
such ss exportem iiling fraudulent refund claims for goods initially 
imported that they claim are being used,in msnufacturing merchandise 
that they will subsequently export. 

Each quarter, exporters summa&e their shipments and pay applicable 
fees to a bank in Chicago, Illinois. The bank processes the transactions, 
deposits the funds collected to a Treasury account for the Corps of 
Engineers, and forwards informaton on the deposits and any shippers 
export declaration forms to NFC. 

NFC does not verify the amounts reported by the bank. Customs, therefore, 
has no assurance that the exporter or the bank remitted all funds due. It is 
essenMy an “honors” system. The NFC Revenue Branch Chief told us that 
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Customs lacks the information to verify or test the z&ounts remitted to, 
emirk @at,@ tiser fees due arecollected. Infg-rytion, such as the 
shippers export declaration forms, is not alWAys available to NFC, and the 
Census tape has incomplete and inaccurate data As we pointed out in our 
report,U.S. Customs Service: i%&&ations in Colkxting Harbor 
Maintenance~Fees (GAQIGGD-SS&; December 23,1991), the following 
problems dan arise with Censusdata: export documents are not slways 
,filed, the value of the export shipment may not be accurate, and the 
exportersidentification numbers may be missing from export documents, 
According to a Census bfficial, Census has developed a program plan to 
improve its trade statistics which includes export information and would 
provide more comprehensive data 

ln addition to not having adequate information, the Revenue Branch Chief 
said that Custcnis lacked the r&sources to verify amounts received The 
Water Resources Development Act of 1986 does not allow Customs to use 
a portion of harbor maintenance fee revenue to pay for costs associated 
with collecting the fees as longas Customs is collecting the merchandise 
processing fee. This fee is supposed to cover costs associated with 
Customs’ commercial activities;such as collecting duties, processing 
export and import documents, and e xaminhg cargo and commercial mail. 
Currently, Customs cannot document whether the merchandise 
processing fee covers costs incurred because it lacks a work measurement 
syst’efn. 

A Customs official told us that inMay 1991 Customs’ User Fee Task Force 
comparedshipment iuformation~from the Census computer tape with 
collections information provided by m. This effort disclosed that some 
exporters who exported goods out of the country did not pay any harbor 
maintenance fees. These dataare now being used to plan audits of 
exporters by Customs’ Office of Regulatory Audit 

Customs officials also told us that they would like to periodically match 
shipment data with payment data and issue automated notices to 
exportem when’they find an indication of nonpayment. However, these 
officials told us that the agency lacks the resources to implement this I 
effort. Permitting Customs to be reimbursed for the costs directly I 
associated w&h collecting harbor maintenance fees would address this 
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Lost Beveime 

resource concern In December 1991,9 we recommended that Customs be 
reimbursed~,by the hsrbor.m+@.enance trust fund for its costs in collecting . I... 
these fees. 

: ., ,, I 

Liquidated Damages Customs regulations currently do not impose penalties for late payment of 

Not hessed on IAte 
Customs duties and fees ifimportersSle their entry summary documents 
on time. As a result, importers have no incentive to pay on time and 

Payments hundreds of thousat& of dollars in potential penalties and intereat are not 
assessed or collected. 

Customs regulations require that entry summary documents listing . e&mated duties and fees’ be filed,within 10 days after the release of 
merchandise. If the entry summary is filed late, liquidated damages are 
assessed at the value of the mercha&hse but can be mitigated to a lesser 
srrlount (an adminMrative,fee plus interest). 

Prior to 1990, Customs assessed liquidated damages on importers or their 
brokers if payments were late. According to a Ctitoms official, Customs 
sometimes collected these damages from surety companies which, under 
bond agreements with the importers or their brokers, guaranteed the 
payment of duties and fees if the importers did not pay. However, in 1990, 
surety companies refused to pay the liquidated damages, noting that 
Customs regulations do not clearly detine t&surety’s liabilities for 
penalties relating to late filings. As a result, Customs discontinued its 
practice of assessing liquidated damages for late payment of duties tid 
fees until its regulations are amended 

According to officials in some of the districts we visited, importers and 
their brokers are taking advsntage of this gap in Customs regulations. For 
example, in the Miami District, for a M-month period, 129 entries with 
estimated duties and fees valued at about $2&3,000 were filed without 
payment Payments for these entries were received from 6 to 483 days 
after the entry summary was filed. If liquidated damages had been 
assessed on these items, the adnM&rative fees plus interest would have 
totaled about $48,000. Since Miami is only 1 of 44 Customs districts, 
admi&trative fees plus interest might have totaled hundreds of thousands 
of dollars nationwide. 

% our report, U.S. Customs Service: Limbiiona in Collectin Harbor Maintenance Feee 
(GAO/GGD-92426, December 23,1991), we recommended &the C!agre~ amend the %ter 
Resowea Development Act of 1986 as proposed in H.R. 2689, the Customs Mcdemizst&n Act of 1991. 
This proposal co&ins a provision that koad authorize up td $6 million annually fkom the harbor 
maintenance trust fimd to help pay for costa associated with coUecting harbor nusintenanc~ fees. We 
ah recommended that these costs be justi6ed before expenses are reimbumed. 
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Customs officials told us that the number of entry summaries flied without 
. . . . . paymentof duties and fees is increasing. .& the end of our review, 

Customs was in the process of revi&tg its regulations so that it may again 
assess liquidated damages for late payment of duties and fees. The 
proposed regulations were approved by the Department of the Tressury 
and published in the February 41892, Federal Register for comment., 
According to a Customs official, revised regulations are expected’to be 
released for implementation in fiscal year 1992. 

Conclusions Customs’ ability to effectively assess and collect all duties and fees owed 
the government is undermined by inadequate information and weak 
internal controls. These problems may have resulted in the loss of millions 
of dollars. Identifying and collecting all amounts owed is also an important 
aspect of international competitiveness. 

Efforts to ensure that all duties and fees owed the government are _ 
identified for collection have been, for the most part, limited to audits by a 
few Customs locations. It is vitally important that program personnel 
perform this type of function because audits can be limited in scope and 
coverage and may not provide management with a complete and 
continuous examination of program activities. Customs lacks a structured 
approach to ensure that internal controls are in pMe throughout Customs 
to collect all duties and fees owed:Also, large inconsistencies exist when 
late payers are not penalized because of inadequate regulations. 

Recommendations We recommend that the Commissioner of Customs 

. direct the Office of Regulatory Audit to determine whether the New York 
Regulatory Audit DivisionTs reviews of entry summan ‘es that are either 
bypassed or reviewed by import specialists are cost-effective and whether 
the reviews should be expanded to other regions9 

. designate a unit to manage the collection of various types of user feea and 
ensure that all user fees owed the government are identifaxl for coliection, 
and 

l perform periodic computer matches of shipment and payment data to 
identify importers and shippers who did not pay or underpaid harbor 
maintenance fees. 
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Agency Comments Customs generally concurred with our recommendations. It also noted 
,, . severakareas. in. this chapter which i&believed needed clarification 

concerning the collection of user’fees. We have revised the report where 
‘/ ! appropriate. 

. 
I 
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Chapter 4 
, 

.System Deficiencies tid WeaMnternal 
Controls Hamper Debt Collection Efforts 

. . 

Jn addition to the prdblems of ensuring that ah duties and fees owed the 
. ” governmentare identified~forcolkction, Customs continues to face 

serious problems in colkctingits delinquent accounts receivable (amounts 
owed that are 30 or more days-past due). F’rom fiscal years 1984 to 1990, 
these amounts averaged over $100 million. As of September 30,1991, 
$343.7 million (64 percent) of Customs’ receivables due from the public 
were delinquent. Additionally, 33 percent of this amouut was over 1 year 
old. 

‘We found that Customs’ efforts to collect delinquent accounts receivable 
were hampered by a variety of problems, including system design 
deficiencies, faihue to comply with existing debt collection policies and 
procedures, and limitations imposed by the Debt Collection Act 

Organizational Customs’ collections efforts are decentralized and do not effectively 

StrUCtUre ad systems 
facilitate colIectionof delinquent accounts receivable. In addition, system 
dekiencies in four Acs modules-Fines, Penalties, and Forfeitures; 

Do Not Facilitate Billings and Collection; Bond; and Protest-are hamper& Customs’ 

Collection of efforts to collect its accounts receivable. 

Receivables 
Collection Efforts Are 
Decentralized 

Customs’ collection function is currently divided between the Billings and 
- Collection Section in NIT and the Offices of Fines, Penalties, and 

Forfeitures in the Customs districts. Furthermore, these organizational 
units must perform their cokction responsibilities along with other duties 
and responsibilities, making it diEcult to ensure effective debt collection. 
Specifically, NFC staff in the Billings and Collection Section are also 
responsible for collecting receivables arising from supplemental duties2 
and processing the collection of user fees and deferred t.sxess The 
responsible staff in the district Offices of Fines, Penalties, and Forfeitures 
also (1) assess or verify amounts assessed by other offices and (2) mitigate 
and collect fines and penalties. 

~waomscentralizedi~finandalmanagementfundon~ lsBs.Thefbk7t 
financial reporta on file were for fiscal year 19&k 

%-4upplementa dutJr bills are issued when Customa assea~s additional duties and fees on imported 
merchanti based on import specklists’ reviews of entry summaries for accuracy and compkeness. 

%eferred tax bii are generated for impoltens who have author@ to defer payment of’ excise taxes 
(up to 28 days) on bottkd spirits and wines. 
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Controls Iiamper Debt Cojlection Efforts, 
. 

1’; _ Consolidatjng Customs’ collection activities into one organizational unit, 
. ...’ ..‘,_j I. ).’ .such asan Accounts&xeivable Department, would help eusure efficient 

,. and effective co&@ion ,ofdelinquent accounts receivable. Such an 
,, : :: ~organizational.tmit would enable Customs to better identifjr problem 

importe&xokers for appropriate debt collection activities. Also, in 
),_, staffing this organizdional unit, ~Customs could consider .providing training 

i ,.. j. .’ , 1 I., I’ in debt collection andh&ingpemonnel from both the private and public 
,, ‘. i sectors w@h expert@e in managingsand collecting delinquent receivables. 

.I , ,. .&. we.,djscgypi,in chapter~2,Custom.s finsncial management personnel ,. 
‘, are not adequately trzuned to carry out their duties and responsibilities. 

.‘s ,j .,.. 
., 

Delinquent Accounts i System deficiencies @p+r Custcms’ ability to monitor its delinquent 
Receivable Are Not accountsreceivable. For example, the Fines, Penalties, and Forfeitures 
Effectively Monitored Module of Acs does not sjlow,,Custorns to age fines and penalties due. Also, 

! this module cannot readily identify cases referred to the Department of 
hsticti for legal collection eon. The Fines, Penalties, and ‘Forfeiture 
Module is currently being redesigned to include an aging capability. 
Customs expects @is system-efffrt to be completed in fiscal year ‘1993. 

In add&ion, the l3ii and dolle&ion Module of Acs does not maintain 
summary informaucnby account ,holder-importer, broker, or surety, 
perefore, it cannot.rq generat& a consolidated statement of each 
5debt#s outstanding bills. fnste@, Customs must issue an individual bill 
for each trausaction for v+ich’there is au outstanding amount. 

Consolidating Customs’ debt collection activjties into a single debt 
management system would enable it to maintain sununary information by 
importer so that it can target problem importers, brokers, and sureties for 
appropriate collection action. 

Bond Sufficiepcy Is,.Ndt 
Effectively Monitored 

Cus@ms” systey do not provide it with adequate information to mouitor 
the sufficiency of a bond. When a&importer defaults on duties and fees 
owed, C$stoms can pursue payment.from the surety company which 
issued the bond covering the merchandise. The bond provides Customs a 
means of ensuring that (1) dnties and fees are paid, (2) import documents 
are provided to Customs, and (3) merchandise brought into the country is 
available for examination. There are two main types of bonds. A single 
entry bond covers the estimated duties and fees owed on merchandise 
listed on a single entry summary and is to be attached to the entry 
summary tihen it is filed with Customs. A continuous bond covers 
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multiple entries for a specific period of time and is generally maintained 
.on file at-theport of entry. According to Customs? policies and procedures, 
?he continuousbond is tobeset at a minimum of $60,000 ax&is generally 
10 percent of the estimat@dduti& paid in the prior year. ; 
Custdms does not knoy whether ari individual entry summary is 
sufficiently covered when& continuous bond is used Our review showed 
that millions of dollars ‘in delinquent accounts receivable are subject to 
substantisl ‘risk of nonpajment be&se the importers’ indebtedness 
exceeded the contimious bond amounts. For example, 10 of the 174 
unpaid bills in our sample of 427 bills as of March 31,1991, tot&d 
$916,000 and belonged to one importer. These bills werecovered by a :. 
ctdinuoti bond\,with a face amount of $600,000. Over a period of 4 years, 
this importer accumulated about $467,000 in interest penalties&inging 
the totdaindit owed Customs to $1.4 million. In 1986, the imfiorter f&d 
for bankruptcy. Cilstdms has filed’a~claim against the importer in 
bankruptc$‘court for the approx@&ely $900,000 not covered by the bond. 

As of May i991, &&or& had about 100,090 active continuous bonds. 
According to a Customs official, although the Bond Module of Acs contains 
data elements such as the bond number, expiration date, and bond 
aiiiounts, Cdtoms useathis module only to determine whether a 
continuo&‘bond is actively on file at the time of entry summary 
procesSing. The Bond Module cannot track accumulated entries against 
the bond to prevent the amounts owed from exceeding bond dollar limits. 

Customs is developing a bond liability report which would accumulate and 
help ide&@ outstanding bills as they approach the bond amount. The 
reoort will li& bonds that have unpaia receivables over 46 days which 
equal or ‘exceed 80 percent of the continuous bond amount. According to 
Customs, this report is expected to be available to Customs personnel at 
the ports of entry in 1992. In addition, Customs is developing a Sure@ 
Interface Module of Acs which would provide on-line information on the 
bond amount and any claims processed by Custoti against the surety 
bond. This module is scheduled for completion in 1993. The above 
enhancements, if successfully implemented, should enable Customs to 
identify importers who bring merchandise into the country with 
insufficient bond coverage. 

Customs has a number of Acs enhancement efforts under way. Assigning 
high priority to enhancement efforts relating to financial management can 
improve Customs’ ability to account for and control its receivables. 
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Collection of Protested We found thatthe .J%otest Module of Acs does not provide Customs 
&cou& Recei&& Js .. adequate information tomonitor a.csse through the protest pg’oct?~~. In 
Hamperea additioq Customs may have to wait to collect on a protest case involving 

multiple claims relating to different categories of goods. These 
deficiencies hamper Customs efforts to collect accounts receivable under 

L. pro&t ;. ! 
_ 

A protest is au administrative vehicle for importers and brokers to contest 
Customs’ assessment of additional duties and fees on imported 
merchandise. Importers and brokers can appeal protests denied by 
Customs to the Coyrt of International Trade, a federal court. Protested 
accotmts receivable are suspended from collection until a decision is 
,rendered on the protest csse by Customs. Such receivables totaled $200.6 
millionas ofMarch31,1991. 

We examined a sample of protested bills to determine the status of 
Customs’ collection efforts as well as the accuracy of information in AC& 
For the three regions in our review, we selected a judgmental sample of 60 
bills, which represented the various types of protest out of about 17,000 
bills under protest as of March 31,1991. We found that Customs could not 
locate 15 (26 percent) of the protest case files in our sample because the 
system did not contain specific or current information on the documents’ 
location. For example, data on one csse showed that the Sle was 
forwarded to headquarters for further review. The system, however, does 
not contain sufficient data tile space to accommodate information on the 
specific location of documents in the Office of Regulations and Rulings or 
identify the individual receiving the file. Also, when an individual forwards 
a protest case to another location, there is no assurance that the individual 
at the other end received the file because the system does not require 
acknowledgement of receipt of the files forwarded 

In addition, delays n&ht also occur in the collection of protested bills ifan 
importer files one protest involving multiple claims related to different 
categories of goods that are not interconnected.4 For example, a 
department store may import on one entry summsry a shipment including 
,both ladies’ boots and ladies’ hats. The department store may dispute the 
duties imposed on both the boots and the hats; however, because both 
articles were imported as a single entry, the store may tile a single protest; 
asserting claims as to each. Customs believes that it may only issue one 
decision for each protest; accordingly, if Customs denies the claim over 

*A protested category of goods that is int.e~~~~~ccted involves a pmtest of two or more icsuca within a 
category such aa classifkalion and valtion which must be consideredtogethcr to arrive at an 
appropriate assessment decision 
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/ the boots, it maynot pursue collection of that bii until it has also resolved 
. . . . . _. ._ the claim over the bats. Consequently, several days to seyeral months can 

elapse betweenthe resolution of each,category. Customs officia@ told us 
this situation occurs in about 6 percent of their protest cases. 

Lastly, while Cu9toms regulations require it to resolve cases within 2 
years, fInal decisions are rendered years after the protest is filed. For 
example, a petroleum company filed a protest on August 23,1936, for the 
‘assessment of $1.4 million in supplemental duties. The region referred the 
case to the Office of Regulations and Rulings in Customs headquarters on 
April 11,1989, over 2-l/2 years after it was received. Headquarters denied 
the protest on April 6,1990, and the District officia,lJy announced its 
decision on May 31,199O. Customs officials could not explain why this 
case took so long to process. 

F’urlhermore, a lengthy protest can adversely impact debt collection. 
Importers and brokers are not required to pay the disputed debt before 
filing a protest. Bibs become harder to collect as they age because 
documents are lost, bonds can become insufficient when the outstanding 
debt exceeds the face amount of the bond, and companies can go out of 
business. In the case discussed above, the principal and interest the 
importer owed accumulated to $2.2 million as of March 31,199l. However, 
Customs collected only the $200,000 face amount of the bond from the 
surely. According to a.Customs official, Customs is litigating the collection 
of the balance from the importer. 

:, 
Customs has acknowledged thistype of problem and told. us that the 
agency implemented an initiative in fiscal year 1990 to resolve cases within 
30 days in field offices and 120 days in headquarters. In addition, Customs 
resolved millions of dollars in outstanding protests under a “cleanup 
project.” 

Noncompliance With Over the years, Customs has not aggressively pursued collection of 

Policies Regarding 
delinquent amounts owed the federal government. Factors contributing to 
this include failure to (1) adhere to existing policies and procedures 

Sanctions and involving sanctions and (2) maintain supporting documentation. 

supporting 
Documentation 
Policies and Procedures 
Not F&lowed 

Customs often did not impose sanctions against importers and sureties in 
accordance with its policies and procedures for collecting delinquent 
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. . . . 
debts. Importers are to be sanctioned when debts are more than 168 days debts. Importers are to be sanctioned when debts are more than 168 days 

., . . . . ., . . . . overdue; that is, future business,t&sacdons must be paid in cash or by overdue; that is, future business,t&sacdons must be paid in cash or by 
check at the time @uportdocump@ are. filed and prior to the release of check at the time @uportdocump@ are. filed and prior to the release of 
merchandise into the United States for sale. merchandise into the United States for sale. 

When a bill is over 66 days ]oast due,~Ct@xus is todemand ent,.rom 
the surety companyiusuringthe ijuporter’s transactions. &f,payment is’still, 
not received, Customs;j@o issue a.Y$how-cause” letter to the surety ” 
offering it a fh@~opportuuitytomake payment or explain to Customs why 
it should not. If the surety does not pay, Customs can sanction the surety; 
that is, f2u@mns will not accept any additional bonds from the surely 
company in the future. 

.I, ; 
To determine the status of Customs’ collection efforts; we sta~cally _, 
selected for review 437 bills, asof March 31; 19Ql;fiom the Billingsand 
Collections Module of ics,6 Of these bills, 48 percent (206 bills) had been 
paid as of June 30,1991, and 11 percent (48 bills) were either improperly 
recorded as receivables or improperly classified as current receivables. 
Although 138 of the remaining 174,unpaid bills in our sample met the 
pqGrements for sanctioning againstan importer, sanctions had been 
issued on only 81 bills. Importers had illed for bankruptcy for 48 of the 67 
bills which were eligible for sanctioning but had not been sanctioned. 
Bankrupt companies pose additional problems to Customs because it must 
file a claim in bankruptcy court for repayment. Our sample included 76 
bills for importers who filed for bankruptcy. 

I 
In addition, althou~Customs issued demand notices to the sureties for 
103 ofthe 174 unpaid bills we reviewed, it did not bar any of them from 
further import activity. According to a Customs collection official, 
“showcause” letters were not issued after July 1989. In February 19S0, 
Customsresumed issuing letters. Officials told us that psst attempts to 
sanction sureties were unsuccessful because Customs lacked complete 
and accurate documentationof the debt, such as the entry summary 
document and the bond. ’ 

~Furthermore, Customs did not adequately monitor the age of its delinquent 
receivables. Under the statute of limitations, Customs loses its opportunity 
to collect smounts due from the surety after 6 years. In our sample of 174 
unpaid bills as of March 31,1991, Customs had not yet demanded payment 
on 71 bills. Of the 71 bills, 41 were ineligible because 60 days had not 

%a of March 31,1991, Custcu~ had $391.6 million in acxxunta receivable due ikom the public The 
Billings and Collections Module of ACS accounted for app~~ximat& 161 million (92 percent) of 
Custom6 accounls receivable. 
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-elapsed from’the bill due date. Of the remaining 30 bills, a demand on . . . . . . . .’ surety had not been issued on 7 billstotGng about $91,000 before the 
2: ‘qtatute of limitations expired. ‘. 

,, 

Intiequati! Documentatioh b s&$~ti cl-, -Our review also showed that Customs did not mainti adequate 
docum&&ion, such as the entiy summaqy and the bond, to support valid 
and enforceable claims by the ‘gcvernment. We found that Customs was ,. i;. ‘, tinable’toretieve all the entry sumnuuy documents and/or copies of the 
bonds’ relating to accounts receivable in our sample. As shown in table 4.1, 
this: condition extsted in the three Customs regions in our review. 

Table 4,l: Entry Summary and Bond 
Documentation That Could,Not Be 
Provided.for Unpaid Sampled C&es 

,’ 

i 
Sampled Lack of documentation 

Customs region cases Entry summary Bond 
Pacific 59 11 15 
NLw York 71 32 43 
Southeast 44 18 38 
Tot4 174 ‘61 96 

, Note: For &se sainpled cases, !he misslng documentation could have been the entry summary 
and/or bond; 

I 

For the most part, Customs could not explain why these documents were 
m&sing from its files. After assessing additional duties and fees, Customs 
personnel in the field generally file entry summaries and supporting 
documents at the ports of entry for an average of 2-l/2 years and then send 
the files to a Federal Records Center, Problems can arise when the entry 
summaries and bonds are sent to the Federal Records Center when 
additional duties and fees are still outstanding. For example, files may be 
misplaced or lost while in transit from one location to another. 

In an effort to properly maintain entry summary documents, Customs 
instituted a pohcy in July 1990 requiring that entry summaries for 
outstanding supplemental bills be retained on file in the field offices as 
long as possible, but for at least 2 years, to facilitate the collection of open 
bills. 
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Debt C@lection Atit ’ .: The Debt Collection Act of 1982.(Public Law 97366) provides agencies 
proGGiG (yap& ,... with msnyof the collection tools available in the private sector, such as 

using debt collection services and disclosing debt information to credit 
Use of Certain 
Collection Tools 

reporting agencies. In addition, OMB revised ~Circular Ar129, “Managing 
FederaI Credit Programs,“, and Trea;sury issued credit management 
~guidance entitled, Managing.Government Credit: A Supplement to the 
TreaSuQ Finan&Manusl; to support the use of these tools. 

Cukms, ,hoiever, ‘csnnot use some .of the collection techniques availabte 
to federal agencies under the Debt Collection Act of 1982. The act 
prohibits Customs from using private collection agencies and 
administrative ofGets to recover debts arIsing under tariff laws-Customs 
duties and fees. In our June 6,1991, comments on Customs Legislative 
Proposals (B-243759), we noted that the use of collection contractors 
would allow Cust.o& more resources for improving debt collection 
capability and enable it to take advantage of private sector expertise. A 
number of Custom’s legislative.proposals are now contained in the Trade 
Expansion Act of 1992 ,@.R. 6100), which wss introduced on May 7,1992, 
and passed the House of Representatives on July 8,1992. Section 269 of 
the bill includes a provision which would allow Customs to use private 
collectionagencies. 

Recent Actions to 
Address Collection 
Problems 

fiscal years 1984 to 1990, delinquent accounts receivable have averaged 
over $100 million, ranging from 60 to 90 percent of its current accounts 
.receivable.’ Customs has reported problems in collecting its delinquent 
debts in its FMFJA reports since 1986; However, until recently, little 
substantive progress had been made. 

In January 1991, Customs began to seriously address its debt collection 
problems by temporarily establishing an eight person Debt Collection Task 
Force to resolve accounts receivable over 1 year old and to monitor ‘the 
others. The Task Force initially focused its efforts on bills dated 1986 or 
earlier because the statute of limitations on collection from the surety 
expires 6years from the date billed:Although the Task Force had only 
collected $1.4 million and written off or canceled about $1,7 million as 

. . 6m ‘ve of&eta allow federal agencies to withhold payments due under one program to eaGs& 
delinquencies owed to the United States under anotherpmgmn, ae well ae under the same program. 

7C~ma did not reamI an allowance for doubtful ammnts for fiscal yem 1984 and 1985. For 6ecal 
years 1986 and 198’7, the ellowance was WlO,COO. A $2 million allowance was recorded for l&al yea18 
1QaSthrough 1990. i 
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uncollectible as of June 30,1991, this is a step in the right direction. In 
. . . . .., ..“, . . . . additlo~ it had issued %howcause’? letters-on about 600 biRs whose value 

I totaled about $9.7 millions 
,_ 

customs is also. establishing a IGncial advisor position in some of its 
larger districts. These individuals wiU report to their district/area office 
directors and are~expected to serve as the agency’s principal advisors on 
GnanciaI Management issues relating to entry summary collection 
programs and revenue accounting in the district/area offices. In addition to 
other responsibilities, the BnanciaJ advisor is responsible for (1) ensuring 
timely and con&tent debt collection action, (2) ensuring that outstanding 
debt is adequately supported by entry summary and bond documents, and 
(3) overseeing sanction activities. 

Conclusions Customs’ system deficiencies are delaying its collection of amounts owed 
the government. In addition, debtcollection was not a high management 
priority in thepsst. Failure to aggressively pursue the collection of 
delinquent accounts receivable reduces federal revenues and, more 
importantly, serves as an incentive to violators to ignore federal trade laws 
and regulations. Successful implementation of system enhancement 
efforts could ensure that known system weaknesses are corrected. Also, 
the debt collection tools afforded most federal agencies could enhance 
Customs debt collection efforts. Lastly, while the Debt Collection Task 
Force is au effective beginning, top msGgement needs to establish a 
permsnent organizational structure to collect delinquent accounts 
receivable and ensure that debt collection is a high management priority. 
Establishing au Accounts Receivable Department could address this 
concern. 

Recommendations We recommend that the Commissioner of Customs direct the Chief 
Financial Officer to 

l establish ACS system enhancement efforts reiating to the Fines, Penalties, 
and Forfeitures; Bond; and Protest modules as high priori@ initistives to 
support the timely collection of accounts receivable; 

l determine the feasibility of requiring, by regulation, that a separate protest 
be sled where unrelated categories of goods are contested on an entry 
summary documenQ and 
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l establish an Accounts Receivable Department responsible for collecting 
.., ., ‘. . . ,delinqnent accounts receivable and coordinate its activities with the 

financial advisors in the cbstricts and regions. 

Matters for 
Consideration by the 

Customs to use private collection agencies. This could be accomplished by 
(1) enacting legislation similar to the provision contained in section 269 of 

Congress ,H.R. 6100 or (2) amending the Debt Collection Act of 1982 to ehminate the 
prohibition on the use of private collection agencies to recover debts 
arising under tariff laws. We also suggest that the Congress consider 
enacting legislation to allow Customs to use administrative offsets. 

Agency Comments allow the collection of resolved segments of open protests in order to 
support timely collections. Customs stated that it has a legal obligation (19 ‘. 
U.S.C. 1616) to make one decision on a protest case. In subsequent 
conversations with Customs officials, we clarified that it was not our 
intent to recommend multiple decisions on one protest case. Accordingly, 
we revised our recommendation to ask that Customs explore the 
feasibility of one protest, and thus one decision, for’ each category of 
goods when the entry summary involves multiple categories. This would 
allow Customs to resolve claims on each category independently and 
initiate collection or refund action without having to wait for claims bn 
other categories to be resolved. 

At times, Customs receives a single protest involving multiple categories 
of goods listed on one entry summary. Even though Customs may easily 
and quickly settle a claim relating to one of the categories, this practice 
can delay collection or refund of the duty pending resolution of claims 
involving the other, unrelated, categories of goods. 

Filing separate protests for each category of goods included on an entry 
summary does not violate 19 U.S.C. 1515. Section 1614 (c), in fact, permits 
separate protests, in situations such as these. 

Customs generally concurred with our other recommendations. 
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Over the past 3 ‘ears, Customs has .attempted to modernize and improve 
., . . its accounting operations and add&s its accounting system problems 

through two systems development efforts. The fhst involved an 
unsuccessful attempt to develop an in-house system The second; which is 
currently underwtiy, appears to be a step in l$ae,tight d&x3+011.& fipancid 
system plan has been developed snda project team has beenestablished 
to guide Customs through its impkxnentation, The financial system plan, 
however, ‘does not clearly delineatecoordination betweeMhis 

‘. ‘8 development effort and the agencfs efforts to improve ACS. 
: ‘, 

Top management’s continued involvement and commitment is essenl3a.l if 
the new system, referred to as the Asset Information Management System 
(AIMS), is to succeed and Customs’ financial environment is to improve. 
While there is momentum now to address Customs’ financial systems 
problems, AIMS is to be developed,in two phases over the ne@ several 
years, and improvements will not come about quickly. If such effor& are to 
succeed, they must be sustained across administrations and guided by a 
cohesive framework under centralized leadership. 

In-House Systems Recognizing a need to improve its financial systems, in 1988 a private 

Development Effort 
consulting firm under contract to Customs performed a systems 
replacement analysis. Although the consulting firm advised Customs to 

Was Unsuccessfid use an off-the-shelf package for its general ledger system and design 
interfaces with its present subsidiary systems, Customs management 
decided instead on an in-house redesign of its present system, 

Started in the Ml of 1989, this system was expected to integrate all 
subsidiary financial systems into one system that would simplify 
operations, facilitate reconciliations, provide more detailed financial 
information, and address other reported deficiencies. 

In order toaddress the most serious system deficiencies, Customs first 
started work on three of the system’s 12 modules-Budget Execution, 
Funds Control, and Security. 

When these modules were implemented on October 1,1990, several 
problems emerged, Customs’ management was not fullycommitted to the 
project, Also, Customs’ management failed to take the following steps, 
which are critical to ensuring a successful system: 
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. . 
. F2equirements beyond the conceptual design had not been determined, 

. ~ - :I including reporting requirements and needed interfaces with ACS or the 
payroll system In addition, operating requirements such as organization 
and HalYing had not -been determined. 

l The project was inadequately staffed; it had no full-time manager who was 
held accountable for,its success. : 

i. ~Testing ‘Was inadequate to ensure-that the system worked as intended. In’ ’ 
.order to meet planned milestones, the developers of the Funds Control’ : 
Module told us that they compressed what ideally would have been 3 
months of testing into3 weeks. 

,’ 
As a result, the three implemented modules did not operate as intended. 

/  ”  

I  

Some users expressed concerns about the lack of needed budget reports 
and the need for more user training. .&I addition, some functions of the 
Funds Control Module, such as the ability to search the data and to 
produce desired reports, did not work properly. As a result, the module 
required more work and had to be completely retested 6 months after it 
was’ implemented. Further, the three modules did not have complete or 
consistent documentation to explain how the modules work and to serve 
as a basis for future system enhancements. 

r 
In December 1990, the Assistant Commissioner for Msnagement directed 
that a study group be formed to reassess Customs’ decision to develop the 
system in-house. In its report,’ the study group recommended an approach 
very similar to that recommended by the private consulting firm in 
1933-an off-theshelfsoflx&re package for the core system’ with 
interfaces to Customs’ subsidiary systems. The study also showed that an 
off-the-shelf package purchase would be less costly and enable Customs to 
have a financial system that complied with federal standards in a shorter 
time frame than through an m-house development effort. Based on this 
snslysis, Customs terminated its m-house system efforts after working 3 
years and incurring estimated costs of over $4 million. 

In commenting on our draft report, the AIMS Project Director informed us 
that Customs will continue to use two of the three modules implemented 
from its in-house systems effort (Security and Budget Execution) in its 
new system development project. The third module, Funds Control, is 

lFeasibi& Study of Using Off-the-Shelf Software for the Customs AIMS Project (U.S. Customs 
Sedce, April 1991). 

%e core system includes general leslger, budget execution, funds control, obligation, invoice 
handling, disbursing, accounts payable, accounts receivable, cat accumulation, and management 
repo- 
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being discoidinued because a module in the new system effort better 
_‘_ . . ̂  . addresses the agency’s funds control needs. 

,.I ., ,,s ,(..I 

Niw Sisteni 
Development Effort 
Utider Way 

After Wmmating,its in-house systems development effort, Customs 
initiated a new effort, which uses off-the-shelf software offered by a 
vendor on theGeneral Services Adniinistraton (GSA) schedule for the 
financial core. Wguide the newsystems effort, Customs developed the 
AIMS Project Plan The objectivesof the AIMS project are to (1) implement a 
modern finsncial system whichcorrects current deficiencies and complies 
with federal financial systems requirements and (2) provide integrated and 
improved subsidiary systems. Customs awarded a contract to a financial 
software vendor on July l&1991; to purchase the software package, assist 
in its implementation, and,establish interfaces with existing subsidiary 
systems. 

., c. 
The AIMS project is to be accdmplished through a two-phase approach. In 
phase I, the contractor will install the new software on Customs’ existing 
hardware. Other major tasks to bezcomplished during this phase include 
(I) preparing a document describii the modifications needed for the 
software package to meet Customs requirements, (2) developing report 
requirements, (3),designing and developing necessary interfaces and 
modifications to the softwsre package to meet Customs needs, 
(4) creating a data base, (6) training, and (6) transitioning from the current 
primary system to the new system and providing implement&ion support 
Phase I is scheduled for completionin October 1992. 

In phase I& the software contractor, in cory’unction with Customs, is 
expected to review Customs’ existing subsidiary systems to determine 
whether these systems-need to be replaced with compatible off-the-shelf 
software or redesigned in-house. Specifically, the Customs Automated 
Travel System, the Customs Logistics Automated System, the Automated 
Receiving Report System, and the Property Inventory Management System 
will be evaluated in terms of function&y, performance, cost 
effectiveness, and.useW life. Phase II is scheduled to begin in fiscal year 
1993 and be completed in fiscal year 1994. 

In contrast to the previous project, Customs established an AIMS Division 
with full-time staff responsible for implementing and supporting this AW ’ 
project. The AIMs project team is made up of a project director, project 
mnagers, systems accountants, information management specialists, 
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systemq analysts, programmers, and quality assurancepersonnelfrom 
. . . . . . .’ .’ I ~bo~cuStoms~and~the.~contractor. 

\ ,, ‘, 1 :.,. ;:).*,.!.:. ,.,‘; .;, i ,: :,, I : ,, ,: 
In addition, Customs plansto use the system development expertise from 
the Department ofthe Treasury% Financial Management Service. The AIMs 
Project Director told us that a F’inancial Management Service 
representative s@sted them during the pro curement process by advisii 
them,.on the letter of interest that was sent out to all vendors on the GSA 

i schedule and also provided advice on evahrating the proposals submitted. 

Coordinat 
Enhancen 

ioh of ACS The mq Project Plan focuses primarily on Customs’ efforts to enhance its 

lent Efforts 
core financial system but it does not clearly delin& how the core 
financial system development effort will be coordinated with the agency’s 

With AIMS,Project Is efforts to improve bcs, which supports Customs’ collection activities. 

Lacking Coordination of these two efforts will ensure the compa$ibility of these 
systems-both hardware and software-and thus help avoid unnecessary 
development cost. ‘-. 

a, , 

ACS passes summaryand detailed revenue collections and accounts 
receivable information tothe general ledger system on a daily, weekly, and 

\ monthly basis. Since ACS was implemented in 1984, continuous project8 
have been undertaken toredesign and enhance its various modules. 
However, management and accounting data requirements were not 
adequately considered in these projects. For example, the ProtestModule 
of ACS which is used to suspend collection on disputed, accounts receivab@ 
has an impact on effective debt collection; howevei, .nianagement and ~ 
accounting needs were not considered in designing the~previeus or ciulimt 
enhancement efforts. Further, in designing the Drawback Module of Acs, 
whichisusedtotrackentrys ummaries entitled to refunds of duties / 
initially paid on imported merchandise which is later exported, Customs 
did not consider its management and accounting information needs. 
Because this module does not record the amount of refunds per entry 
summary, it allows overpayments to be made to exporters. 

Recognizing the importance of systems interfaces, Customs considered 
financial management needs in its 1991 efforts to enhance and redesign 
the Fines, Penalties, and Forfeitures Module. Financial users of the data 
from that module were included in deciding its financial requirements. 

.Effortz4 to incorporate the financial management needs into the 
enhancement projects such ss the one discussed, however, are not 
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formalized and,documented in a way to ensure that systems coordination 
. (....” . . . . . . takes place between financial managers, programmanagers, systems 

analysts, and auditors, Accountability for systems coordination must start 
.: at t&top if it is to be taken seriously at the working levels. As the 
.), agency’s Chief Financial officer, the As&&ant Commissioner for 

Management is responsible for approving and managing agency financial 
,/: ; ,’ management systems design or enhancement projects. The CFO is also 

responsible for overseeing sNitkncial management activities relating to 
the progrsms and operatiork of the agency. However, Customs’ Assistant 
Commissioner for Information Msnagement hss responsibility for ACS. 
Therefore, it is criticsJly important that the Chief ~cial Officer, have 
the appropriate level of input into all systems development efforts that 
impact the financial functions of the agency. 

In commenting on our draft report, Customsstated that it has sn ADP 
Steering Committee which% comprised of ah Assistant Commissioners 
and representative Regional Co mmissioners under the direction of the 
Deputy Commiss loner. The ALIP Steering Committee is responsible for 
determining the priorities and resource allocation for information 
management system development efforts. While Customs has three ADP 
working groups that meet,and formally report to the ADP Steering 
Committee, no formal structure exists to ensure coordination between the 
working groups. Enbsncements to ACS are coordinated in one working 
group while the lQIMs development effort is coordinated in another. 

FactOrs Ekential to 
Systems Success 

In addition to avoiding some of its previous problems, Customs can take 
other actions to enhance the success of the current AlMs effort. 

The Federal Information Processing StandardsPublicstions provide 
guidelines for federal organizations to ensure svstem effectiveness, 
&omote system economy and efficiency, protect data integrity, and 
safeguard information resources. Additionally, our booklet, Critical 
Factors in Developing Automated Accounting and Financial Management 
Systems, dated Janusry 1987, identifies 14 critical factors for the 
successful development of major accounting and financial management 
systems. ’ 

Customs’ past systems development efforts did not adhere to the following 
critical systems development factors in our booklet (1) management 
commitment, (2) basic features, (3) target dates, (4) documentation, 
(6) train&, and (6) independent testing. In the current effort, we found 

Page 63 GAO/AFMD-92-30 Cuetime Financial lbnagement 



Chapter 6 
Mum&me& Commitment +nd Coordination 
Ie Eaentlol for Cna~~~‘Pinwdal 
rdallageluent syetema ?ihueao 

that some of these factorshad been addressed and must contiue to 
_ . . . receive top management attenl$on Since Customs is in the early stage of, 

the new AIMs project, particular attention can be given to the factors that 
‘were not successfuhy~addressed in previous development efforts. We offer 
,the following views on those factors and Customs’ efforts to date to 
addressthem. 

Management Con-imitment Ifa,project is to succeed;management must agree that the project is 
needed and accept its goals. To ensure accountabilily and timely 
completio~~management needs to maintain continuity among the people . 
assigned to manage and help with the project. Top management support 
also needs to be continued across successive administrations until the 
project is completed and the problems are corrected. Only with top-level 
support can a major system become an accepted, integral part of the 
organization. Top management should actively participate at key decision 
pointa throughout the systems development and implementation. 

, 

The current Commiss loner has lent full support to the new AIMS project. A 
full-time permanent staff has been assigned to work on the project, and 
the Assistant Commissi oner for Management holds a monthly meeting to 
discuss the status of the project. A dialogue has also been established with 
the Department of the Treasury which should provide Customs overall 
guidance and direction in its current system development effort. This type 
of management commitment must be continued. 

Basic Features It is essential that planned automated systems include features such as the 
following: 

l a comprehensive set of automated internal controls to ensure the accuracy 
and reliability of information in files and reports; 

. audit txails allowing transactions to be traced from reports to their 
0ltghtOm; 

l appropriate sets of automated subsidiary ledgers, such as accounts 
payable and accounts receivable ledgers; 

l one-time recording of transactions; 
l automated matching of related transactions (for example, matching ’ 

disbursements with related payables); and 
l adequate manual procedures, since not all transactions will be 

automatically entered and almost all will require some manual work I 
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’ chapter6 / 
Management Commitment an&~~rdInrtlon 
Is Essentlel for cuct4nlu3’Phlancial 
Management Systems Succeee 

Target Dates The guidelines warn that systems are often implemented too hastily in an . . attempt tb’meet inflexible or unrealistic target dates. The guidelines advise 
t&t &izhedules tend to be optimistic and that target dates should become 
more precise and reliable’as a project progresses. Target @es should be 
established and variances analyzed while management acts firmly but 

/ fairly to deal with slippage and delays. 

Since the implementation of ACS, meeting target dates has been a driving 
force in Customs development efforts. For example, the Funds Control 
Module in the first AD.G effort was implemented without adequate testing 
or training in order to meet its milestone date. In addition, a January 1991 
stuw,prepared by Customs’ Office of Management stated that 

“top bnagement repeatedly stressed rapid implementation of new systems. With priority 
established for meeting target completion dates, less emphasb was placed on management 
control, testing and $ocumentation or insuring systems integrity.” 

Documentation The guideline emphasizes that no matter how well and carefully a system 
is designed, it is of little vslue if it is inade&ately documented, Our review 
showed that several of the modules in ACS were not adequately 
documented. For example, the Fines, Penalties, and Forfeitures Module of 
ACS must now undergo a complete redesign, partly because the system was 
not documented to make needed changes. Without the necessary 
documentation, which shows how a module works, it is very difficult to 
determine how any one change to the module might affect other data 
involved. We also found that Customs did not maintain adequate 
documentation for the AIMS modules implemented and for decisions 
affecting the direction of the project. 

Training Training can greatly reduce the tension often associated with major 
changes in the workplace. Training provides counseling and f&iRarity 
with a new system It can also greatly smooth the transition to a new 
system and minim@ resistance to change. Customs management has 
indicated that all employees will need train@ at various levels of detail. 

Adequate training was not provided for some of Customs’ previous system 
development efforts. In discussions with Customs personnel and in the 
Task Force Report, Customs has indicated that training, slang with 

%ustoms AppmpriationsPr ocurement Study (U.S. Cuetoms Service Office of Management, Janwy 
1991). 
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h~entatim, will contribute to either success or failure in the . . :.~cep~c~and.useof~.~..~ ” ‘. ,:., ,., 
1, i 1, 

Independent Testing Acceptance testing ensures that the system is operating as designed 
Coduently, iix@aike t&ti@ needs to be performed by,a group 
l&@&k&it of the developer. l%r complex system& acceptance testing is 
a very f&r&l process. A t&t ph$ identifies the documentation, 
equipment, and software needed for-the tests. It also describes test 
method&o& test controls, and tests to be performed. Problems are noted 
in ‘a formsl test ana@& repc&and retesting continues until all problems 
have been satisfactorily resolved Customs has not always ,required 
sufficient testing in some of its previous systems development efforts. 

Successful implementation of the critical factors discussed in our booklet 
would contribute significantly to correcting some of the problems with 
Customs’ financial management systems. For example, the onetime 
recording of a trsnsaction would greatly reduce differences between the 
general ledger system and the subsidiary systems. Also, the onetime 
recording of a .transaction would greatly enhance NFG’S ability to perform 
the required reconciliations and more accurately report on its financial 
position. 

Conclusions Customs hss developed a strategy aimed at correcting its accounting 
system weaknesses through a long-term system development effort. 
Coordination of the enhancement and redesign efforts related to ACS and 
successful implementation of the AIMS project can help Customs have an 
effective financial system with integrated and improved subsidiary 
systems. 

- 

Recommendation We recommend that the Commissioner direct the Chief Financial Officer 
to establish a formalized structure, such as frequent meetings between top ~ 
management, the project team, users, and auditors, to coordinate systems 
development efforts under the AIMS Project Plan with the system 
enhancement and redesign efforts for ACS and to document the agreements 
reached through this process. 

Agency Comments However, in commenting on our draft report, Customs officials stated that 
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for the last 4 years, they have maintained a formal structure to coordinate 
. and.htegrate nx@-system development activities. .Officials ah stated 

that design&d developmerit efforts for all mqjor systems are coordinated 
through the ADP Steering Committee and working groups. 

We believe t&t the ADP ifkqing Committee serves a key role in 
co&dinating the design and dq$opment efforts for all of Customs major 
systems. HOwev&, we believe t&at a formal structure needs to be 
developed 6 ensure coordination at the working group level. As we 
discussed in this chapter, s&he bf the ACS modules were redesigned iu the 
last 4 years without coh-&deAng the needs of financial managers. 
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Chapter 6 

CFO Act Provides a Framework for 
Improving Customs’ Fbi~cial’,Environment 

While effbrts are underway to develop sound financial systems that 
. ., . . . . provide .accurate data, Customs stilI faces major challenges in developing 

a single, fully integrated financial management system and producing 
.~ financial reports that are useful to decisionmakers. Financial management 

improvements will have to be a continuous process requiring top 
management support and commitment The Chief l?inancial Officers Act of 
1999(Public Law 101476) provides Customs a framework for improving 
its financial environment. 

.., ‘, 

CFO Act 
Requirements 

The Chief F’inancial Officers Act was enacted in November 1990 to 
improve financial management operations in the federal government. The 
act establishes a leadership structure, provides for long-range planning, 
requires audited financial statements, and strengthens accountability 
reporting. The act, for example, establishes a CFO position at each of the 
executive departments and major agencies with re@onsibility for 

l ,overseeing all financial management activities reIating to the programs 
and operations of the agency; 

l establishing financial management systems that comply with applicable 
accounting principles, standards, and requirements, as well as internal 
control standards; 

4 preparing a plan to guide financial management systems development and 
operations; 

l preparing an annual report which describes the agency’s financial status 
and includes audited financial statements; 

. developing and reporting cost data and performance measurea; 
l developing and implementing systems for reporting costs and managing 

assets, including those needed for credit management and property 
accounti@ 

l integrating accounting and budget information and operations; and 
l directing and managing the recruitment, selection, and trainiq .of financial 

management personnel. 

The ultimate goal of the act is to formalixe existing financial concepts to 
achieve improved financial systems and better information for use by 
decisionmakers. 

Factors to Consider in As we discussed in previous chapters, Customs has many ongoing actions 

Implementing CFO 
which address the issues mandated in the CFO Act, most notably in 

Act . 

Page 18 GAf3/~-22-2OCustomeFi~ndal Management 



: Chapter 6, 
CF’O Act Providei a Framewoik for 
Improving ctletome*Pinenldel Elwironment 

&counting and internal control systems. Customs can take some 
..,.. d. . . . ..__._._.. additiona~a&ions 4x1 fully address the expectations of the Congress. 

Consolidating F’hncial 
Management Operations 

, .  )  

The cm Act stipulates that an agency chief financial officer shah oversee 
all financial msnagement activities relating to agency programs and 
operations. Further, ,the act cslls for consolidating an agency’s accounting, 
budgeting, and other finsncial management activities under the agency 
cm, who is to report directly to the head of the agency on fins&al 
management matters. 

” 
We beheve Customs has an effective CM) structure in place. The 
Commissioner has designated the A&st.ant Commissioner for 
Management as the agenc$s cm, giving this person overall responsibility 
for financial management and accounting systems. He reports directly to 
the Commissioner and has-established financial management as a primary 
area of focus. The current CFO structure should help ensure that financial 
management improvements‘ are a high agency priority. 

If improvements are to be implemented, one of Customs’ most immediate 
chalienges is to instill continuity in its CFo structure. In the past, financial 
management leadership fluctuated. Between May 1986 and June 1990, 
when financial management leadership was primarily vested with the 
Comptroller, five different individuals held this position, with the longest 
tenure being Z-l& years. 

Putting more responsibility for Customs’ financial management systems 
and related operations under the CFO poses a second challenge. For 
example, responsibility for setting policy guidance on the collection of 
duties, taxes, fees, tines, and penalties at the ports of entry is under the 
Assistant Commissioner for Commercial Operations. Also, the Assistant 
Commissioners for Information Management and Commercial Operations, 
rather than the CFD, are responsible for overseeing enhancements tc the 
Automated Commercial System relating to entry and collections 
processing. 

While consolidating all financial management operations under the CFU 
would be the ideaI situation, Customs’multifaceted mission may make this 
impractical. Active cF0 involvement in directing, managing, and/or 
providing policy guidance and oversight of agency financiial management 
personnel, activities, and operations, as well as participating fully in 
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CPO Act Pimvldea a Frunework for 
Ilnprovklg clrstoau’Fkundal Envlroliment 

‘\ 

agency information resources management decisions, csn help remedy 
&&&ion, 

OMB’S February 27,: 1991, guidsnce for implementing the act (M-91-07) 
: . . states that agency ems should have authority toestablish, in coordination 

with program managers, .au agencywide internal control process. The 
i 

guidaiux? also states that the cm should have broadauthority and 
responsibilities for financial msnagement systems, which extend to 
(1) clearing the design for Information Q&ems that’provide flnancisl 
and/or program performance data used in financial statements, (2) 

” ensuring that program information systems provide finsncisl and 
~programmatic data reliably, consistently, and promptly to .agency financial , 
management systems, and (3) evaluatingthe instaWion and operation of 
such systems. 

Financial Management 
Plans : 

The CFO Act requires OMB to prepare and submit to the Congress a 
governmentwide E-year Wan&l management plan beginning in 1992. The, 
act also requires agency CKB to prepare and annually revise agency plans 
lo huplement~or4&s &year financisl management plan. 
,. 
or&s 6-year plan is to include (i) a description of the existing financial 
management structure, (2) a strategy for developmg and integrating 
individual agency accouuGng,fiuancial information, and other financial 
management systems, (3) proposals to ehminate duplicate and other 
unnecessaxy systems, (4) f&an&l management personnel needs, aud (6) a 
plan for ensuring the annual audit of financial st&&uents of selected 
executive agencies. 

On April 13,1992, OMB issued its first &year plan to the Congress for 
improving federal financial management According to OMB, good fuumcial 
management 

l optimixes the flow of resources to the central programmatic mission of the 
agency, with adminMrative support in proper proportion to programmatic 
activities; 

4 consistently conforms to legal and admin&mtive requirements, and to 
financial measures, approaches, and standards that are promulgated 
separately from agency management; 

l consistently performs basic financial functions-su ch ss accounting, 
trarmdions processing, and asset management&t an acceptable leveh 
and 
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OF0 Act Providea a Framework for 
Impro~Cmstoms’FlaandaI~-t 

.- 
l contributes iuformation that is objectively important to the progress, 

performance; ,and success of the agency. 

Under the requirements of the CFO Act, Tressmy must prepare a b-year 
plan. Although Customs, ‘a Tressury entity, is not required to prepare a 
S-year plan, such aplan can help avoid ad hoc efforts and duplication. 

We believe the agency plan could begin with an overall vision of its 
objectives and direction. The plan could articulate on a broad basis an 
agency’s management controls, longterm commitment, goals, approach, 
and focus for improving finsncial management. Customs’ plan also could 
discuss how it will (l) establish linkages between accounting and .budget 
information, (2) integrate programmatic and fmancisl systems, 
(3) measure and provide reports on costs and performsnce of ifs programs 
and services, (4) link deficiencies noted in its FMFIA reports to the plans for 

i 

improved systems, and (6) consider appropriate sharing or cross-servicing’ 
arrangements to reduce costs when appropriate. Such a plan would guide 
Customs’ efforts to implement or&s plan for improving financial 
management focusing on accountability, efficiency and effectiveness, and 
better decisionmaking. Also, this plan could be used as input into 
Treasury+ &year ~&II management plan 

Developing and Reporting The CFO Act requires that agency financial management systems produce 
Cost Data and cost information. and provide for the systematic measurement of 
Performance Measures performance. To comply with the act, the agency’s finsncial msnagement 

systems need to be designed to collect data required to report cost trends 
and other performance indicators. OMB guidance (ore Bulletins 91-14 and 
91-E) also requires that agency mcial statements include information 
to assess management performance. Ultimately using this information will 
be a key in strengthening program msnagement. 

Properly designed and reported, performance indicators csn be valuable 
tools to agency managers, identifying problems before they reach critical 
proportions. Purther, measures of performance Can be useful to agency 
decisionmakers in assessing alternative choices and fostering economy 
and efficiency. Performance measures csn also be used to objectively 
evaluate the agency’s stewardship of the resources with which it is 
entrusted 

Developing accurate cost data will be a major challenge to Customs since 
it does not have a cost accounting system that colkxts and reports costs in 
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a waythat will be useful to msnagers in their decision-making. For ., 
. example; Customs,currently must estimate the costs involved in 

merchandise process&g and passenger inspections in order to establish 
the fee charged for such services. Customs’ new payroll system, 
implemented in April 1992, is expected to capture labor costs for these 
functions. - ,. 

We also noted that the performance data Customs collects are not always 
.accurate or8complete. For example, Customs’ Office of Internal Affairs 
performed a June 1990 study of the Commercial Fraud Enforcement 
Program, which showed that current information systems do not provide 
an accurate and comprehensive picture of Customs’ enforcement efforts. 
In addition, a February 1991 study of the Fines, Penalties, and Forfeitures 

, Program conchtded that the collection data for this program is not 
accurately recorded in the Fines, Penalties, and Forfeiture Module Of ACS. 

It is important for the CFO to work with program managers and information 
resources management personnel in developing meaningful performance 
measurement systems, The development of these systems could be 
discussed in the agency’s Gnancial management plan. 

Improving Debt 
Management and 
Accounting for Property 

The CFO Act speciflcahy charges agency CFOS with responsibility for 
implementing asset management systems, such ss those for debt 
collection and property control. This would involve (1) the authority to set 
and monitor policies for debt collection and guidelines for physical 
‘property, equipment, and inventory control and (2) the ability to monitor 
the application of these policies and guidelines. Hence, these difficult 
issuesdeserve the CFO’S earliest attention so that (1) amounts owed the 
government can be adequately accounted for and collected and 
(2) property can be accurately accounted for and controlled. 

In developing Customs’ financial management plan, the CFO needs to focus 
on efforts to better account for and control its accounts receivable and 
property. As we discussed in chapters 2 and 4, Customs would benefit 

. from an integrated accounts receivable system and a single debt 
management system Procedures also could be developed to (l) clearly 
identify property that should be capitalized or expensed and (2) ensure 
that all government furnished property is properly and accurately 
recorded in Customs’ accounting systems. 
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CF’OAct Providea l Framework for 
Improving oas‘toms’ Fimndal Environment 

Financial Management .The om Act specifically gives the agency CFO responsibility for the 
staffing ” ‘.“I. ~ ,’ recruiunent; selection, and Imining ‘of personnel to carry out agency 

financialmanagement ~functions; 0~~‘s February 27,1991, guidance states 
,,,, : that agency CFW should have authority to provide agencywide policy 

advice on Snancial management $taffQ matters. OMB’S guidelines state 
that agency CFOS should be responsible for (I) approving job descriptions 
and skiIs requirements for the heads of agency component financial J management activities, (2),approving the people selected to fill these 

1: positions, and (3) participating in their annusI performance evaluations. 

In addition, the agency’s over&l fins&al management systems plan is to 
provide a, framework for identifying and addressing potential stafllng 
resource problems. Supporting a continuing education policy for agency 
finand managem is also important in makitaining a well-trained and high 
&ber financial management work force. Such a policy is recommended 
by the Joint Financial Management Improvement fiogran$ in its December 
1990 report, Continuing Professional Education: Federal GS-610 
Accountantx~. .; 

As with many federal agencies, Customs faces the challenge of attracting 
and retaining an adequate number of people with the necessary skills to 
statYfinancial management operations. Also, as we discuss in chapter 4, 
Customs may benefit from hiring personnel from both the private and 
public sectors with expertise in managing and collecting delinquent 
receivables to staff an Accounts Receivable Department, 

In addition, our review showed that Customs’ financial management 
personnel would benefit from a structured financial management tmining 
program; Customs recognizes this need and has developed training 
requirements for financial management personnel. 

Conclusions The cFo.Act provides a broad foundation-to strengthen Customs’ financial 
management operations. Customs has already taken a major Srst step in 
implementing the act by designating the Assistant Commissioner for 
Management as its CFU and having strong support from the Commissioner 
for the reform effort 

Customs faces major challenges as it proceeds to develop an integrated 
financial management system, establish linkages between its accounting 

‘The Joint F&x&al Management Improvement Program is a coqxzUive undertaking of OMB the 
Department of the Treasmy, GAO, and the Office of Personnel Management to improve finan& 
management prackes throughout government. 
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aud budget information, and develop cost da&and performance measures. 
These issuea-require bold action and the contiuuiug support of top 
management. The current leadership has made fiuaucial management 
improvement a priority aud will need to sustaiu this emphasii, 

The cm Act requires that Customs prepare financial statements for fiscal 
year 1992 as part of a pilot program and have them audited. As authorized 
by the act, we will audit these statements. As part of this work, we will 
continue to evaluate Customs’ efforts to address issues mandated by the 
act 

Page 64 





Appendix I 

Comments From the U.S. Custdms Service 

Note: GAO Comments 
supplementing those In the r 
repOrt text appear at the 
end of this appendix. 

See comment 1. 

MAN-l-0M:C:MC CBS 

Mr. Donald Ii. Chapin 
Assistant Comptroller General 
General Accounting Office 
441 G Street,, NW. 
Washington, D.C. 20548 

Dear Mr. Chapin: 

I have reviewed the draft, report prepared by 
your office on Customs financial management operations 
and, for the most part, concur with the recommendations. 
Your report serves as a good summary of the problems 
Customs has experienced and documents much of the 
progress Customs has made in improving our operations. 
We also want to note that much of the discussions, 
findings, and recommendation,s deal with areas which were 
previously addressed by your office, the Office of the 
Inspector General, or internal reviews and corrective 
actions are well underway, if not already implemented. 

I have reservations, however, about certain 
aspects of the report which tend to be misleading and, in 
some cases, inaccurate. Of particular note, I am very 
concerned with what appears to be a negative tone of the 
Executive Summary portion of your report., It diverts 
from the general nature of your report and tends.to 
undermine the progress and resolve with which Customs has 
been aggressively pursuing improved performance and 
results for several years. 
efforts. . 

To say that "past improvement 
.have not been successful'P and that 'I. . .top 

management has expressed its resolve to take necessary 
corrective actions," negates the accomplishments we have 
made to improve our operations to date and serves to 
understate the commitment and actions taken by top 
management. I strongly encourage your review and 
modification of the Executive Summary to reflect the 
balanced picture of Customs accomplishments and 
,aggressive pursuit of further corrective, and progressive 
measures as depicted in the body of your report. 
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Appendix1 
conuneste mm the U.S. cIu3t8mE sedee 

See comment 2. 

: . . 

-2- 

In reviewing your draft report, we take 
exception and nonconcur with two recommendations. 
Segmenting protest resolutions,and treatment of the 
accounts receivable are the two recommendations at issue 
and we have prepared the enclosure in response. As 
previously stated; we are in general agreement,with most 
of your recommendations. However, we have also noted in 
the enclosure areas where we believe your report 
inaccurately depicts or omits pertinent information used 
in the development of several findings and 
recommendations. 

I thank you for the opportunity to comment on 
the report and hope that our comments have been 
beneficial in presenting an accurate appraisal of 
financial management at the Customs Service. The audit 
process was a beneficial one. The discourse that took 
place between auditors and managers over the course of 
the audit was helpful,to us in resolving some of the 
outstanding issues addressed in the draft report. We 
look forward to receiving a copy of your final report. 

Sincarely, 

W&nL 
Carol Hallett 
Commissioner 

Enclosure \ \, 
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See comment 4. 

Financial Management Review 
Response to GAG 

SEGMEMTED PRO~OLUTIO~ 
_/ . _ . 

Bl'kIRGt 'Customs policy precludes the collection of resolved 
sections of a protest case. ,, ', 

RRCGiGfqDATIGk~ Customs should,eliminate its policy restrictions 
to allow the aollection .of resolved segment of open PrOteStS in 
order to support timely collections. 

RRSPORSR: C&tome maintains a legal obligation to make one 
decision on-a protest case. 
decision on a.protest. 

19 u.9.c. 1515 only allows for one 
customs must notify the prgtestant of a 

denial and include a statementjof the protestant*e xight to " 
judicialreview. ConsequentJy, .,Customs cannot rehase some,of. _' 
the.assqciated~ent..ries for collection before resolving the entire 
protest.. When the protest is resolved by Customs, the protestant 
must pay interest on any delinquent amounts owed. The 
recommended action to eliminate the policy restrictions to allow 
the collection of resolved segment of open protests in order to 
support timely collections would not be in compliance with 19 
U.S.C. 3535. 

BItiIlkt Rate at which penalties and fees are recorded as 
accounts.receivable may grossly understate the true amount owed. 

RRCOBlMRNJkTIGrSt. Customs should record all receivables for FP&F 
at the assessed amount and establish an allowance for doubtful 
accounts based on historical analysis. 

RRSPORSE: In acaordance with draft guidelines from the Office of 
Management and Budget (OMR), Customs disclosure of Aaaounts 
Receivable will be net of uncollectible amounts. The basis and 
the amount.of the uncollectible amounts will be disclosed in a 
footnote to Customs auditable financial statements. Customs will 
meet with GAO to resolve the footnote presentation as part of the 
CFO audit effort of Customs fiscal year 1992 financial 
statements. The footnote currqntly being proposed will show all 
non-Federal types of receivables.in the aggregate less an 
allowance. An explanation of the methodology for each type of 
receivable allowance will be explained as part of the footnote. 
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AppandixI 
Comment8 From tAe IJA. Coste~~ Service 

See comment 5. 
Now on pp. 19-21. 

See comment 6. 
Now on pp. 3296. 

See comment 7. 
Now on pp. 49-61. 

__.,., ,,,. ._‘. . . . . . . . ..- . 

We believe the following infokation needs to be clarified in 
your report. 

. Pinea, Penalties and Porfoituros (FPOP) Collaationa 
(Page 22-23) 

The report states that Customs does not expect to 
collect the assessed or mitigated amounts from FP&F 
cases. While we seldom expect to collect the full 
amount assessed, Customs does, in fact, expect to 
collect the mitigated amount without any factoring. 

. colleation of user lieem 
[Page 43-w) 

During the exit briefing on this review, Customs was 
assured by the General ACCouMLing Office (GAO) staff 
that the report would do justice to the complexity of 
the issues involved in administering passenger 
processing fees and harbor maintenance fees. In the 
case of passenger processing fees, the legal issues 
raised by who maintains responsibility for collection 
of the fee, who Customs relies upon for remittance, and 
what the fee is based upon are.not all resolvable by 
actions taken by Customs. 
Maintenance Fees, 

Similarly, with Harbor 
all the efforts made by Customs have 

not and will not improve the accuracy and completeness 
of information received from external providers such as 
Bureau of,the Census and the Corps of Engineers. To 
state or imply that Customs is wholly culpable is 
ignoring the complex' environment of assessing and 
collecting user fees. 

. AIMS Development 
(Page 67-691 

According to your report, AIMS development was 
unsuccessful and abandoned after spending three years 
and over,$4 million; This assertion does not give 
credence to,the fact that the modules developed in- 
house for use in AIMS continue to be used and are 
proving to be valuable tools for continued use in 
Customs administrative systems. Furthermore, the 
ancillary systems developed by Customs such as travel 
and receiving could not be procured through off the- 
shelf alternatives and these systems are of interest to 

- other Federal agencies. 
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See comment 8. 
Now on pp. 52-53. 

: 

. AIMS/AC8 coordimtion 
(Pagi 72-73) 

Coordination of AIMS andACS development efforts~is not 
formalized and documented according to your report. 
However, for the last four years, Customs has 
maintained a formal structure to assure coordination' 
and integration of major system development activities. 
The ADP,Steering Committee which is comprised of all 
Assistant Commissioners and representative Regional 
Commissioners ,under.the direction of the Deputy 
Commissioner, is responsible for determining the 
priorities and resource allocation for information 

I management system development efforts. Through 
regularly scheduled meetings as well as at the worJcing 
group level, design and development efforts for all 

'major systems are coordinated. 
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The following are GAO’S comments on the U.S. Customs Service’s letter 
dated&me 4,1992. . 

1. The .“Remlts in Brief’ section of the executive summary now reflects, 
Cus$m$ commitment to progress in resolving financial management 
problems’,, 

‘. 
2; Discussed in “Agency Comments” sections of the’ executive summary 
and chapters 2 and 4. 

3. Discussed in “Agency Comments” sections of executive summary and 
chapter4. 

. 
4. Discussed in “&ency Commenta” sections of executive summary and 
chapter 2. 

6. The report was revised to show that while Customs seldom expects to 
collect the full amount assessed, it does expect to ,collect the mitigated 
anlount. 

6. The report was revised to show that legislation authorizing the 
passenger user fee program can hamper Customs’ collection efforts and 
that Customs may receive inaccurate and incomplete export data from the 
Bureau of Census. 

7. Baaed on subsequent discussions with Customs, the report was 
amended to reflect the current status of the three modules developed in 
Customs’ in-house systems development effort 

8. The report was changed to note the efforts of Customs’m~ Steering 
Committee and ADP working groups in coordinating design and 
development efforts for all major systenk We also noted our reservations 
about the effectiveness of these efforts. 
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‘Major ContrributoxS to This Report , . 

~kmJulLb$uL~allu Helen kw, Assistant Director 

I?iiuncisil 
.w.-I. ~~,.fi.jectM~& 
Barbara S. Oliver, Subproject uer 

Management Division, I ) L ------WbgtoqD;r!r- - .. 
/ 

~A@nta Regiohal “’ Veronica 0. Mayhand, Subprojkt Manager ,, 
Office 

Cincinnati ~Regknd Phillip E. Rutar, Subproject Manager 

O@e 

Los Angeles Regional Michael S. Golichnik, Stibprqject Manager 

Office 

New York Regional 
,” Office 

James D. VanBlarcom, Subproject Manager 






