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co

g
n
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Ill
eg

a
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a
x

A
vo
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a
n
ce

S
ch

em
es
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est

ion
s T

o A
sk 

You
rse

lf…
Is t

his 
tax 

pro
mot

ion 
ask

ing 
me 

to?
•

Und
erre

por
t my

 inc
ome

?
•

Inte
ntio

nall
y om

it in
com

e?
•

Ove
rsta

te th
e am

oun
t of 

my 
ded

ucti
ons
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•

Kee
p tw

o se
ts o

f bo
oks

?
•

Mak
e fa

lse 
entr

ies 
in m

y bo
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?
•

Clai
m p

erso
nal 

exp
ense
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 bus

ines
s ex

pen
ses?

•
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m fa
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ded
ucti

ons
?

•
Hide

 or 
tran

sfer
 ass

ets 
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nco
me?

If yo
u an

swe
red 

Yes
to a

ny o
f the

se q
uest

ions
, the

n yo
u ar

e pr
oba

bly
invo

lved
 wit

h an
ille

gal
 ta

x a
voi

dan
ce 

sch
em

e .
The

 IRS
 pro

secu
tes 

the 
prep

arer
s of

 fra
udu

lent
 cla

ims
, an

d pa
rtici

pati
ng

taxp
ayer

s co
uld 

be s
ubje

ct to
 civ

il an
d/o

r cr
imin

al ta
x pe

nalt
ies.

Nee
d A

ddit
iona

l In
form

atio
n?

If yo
u ha

ve a
ny q

uest
ions

 on 
thes

e or
 oth

er s
che

mes
, ple

ase 
con

tact
 the

Inte
rnal

 Rev
enu

e Se
rvic

e at
 1-8

00-
829

-10
40. 

To r
epo

rt p
ossi

ble 
tax

avoi
dan

ce s
che

mes
, ca

ll 1-
800

-82
9-0

433
.

The
 IRS

 we
b si

te w
ill p

rovi
de a

ddit
iona

l inf
orm

atio
n. S

elec
t Ta

x
Sca

ms/
Frau

d A
lert

 at: htt
p:/

/w
ww

.ir
s.g

ov

is it to
o goo

d to b
e true

?
“Sha

re/B
orro

w 
EITC

 Dep
ende

nts.”
Un

scr
up
ulo

us
 ta
x p

rof
es
sio

na
ls w

ill “
sh
are

” o
ne

tax
pa
yer

’s q
ua
lifyi

ng
 ch

ild 
or 

ch
ildr

en
 wi

th 
an
oth

er
tax

pa
yer

 in 
ord

er 
to 
allo

w b
oth

 to
 cla

im
 th
e E

arn
ed

Inc
om

e T
ax 

Cr
ed
it (
EIT

C).
 Fo

r e
xam

ple
, if 

on
e c

lien
t h
as

fou
r c

hild
ren

, th
at 
clie

nt 
on
ly n

ee
ds
 th
e f
irs
t tw

o c
hild

ren
for

 EIT
C p

urp
os
es
 to
 ge

t th
e m

axi
mu

m 
cre

dit
. Th

e
pre

pa
rer

 wi
ll lis

t th
e f
irs
t tw

o c
hild

ren
 on

 th
e f
irs
t

tax
pa
yer

’s r
etu

rn,
 an

d li
st 
the

 ot
he
r tw

o c
hild

ren
 on

an
oth

er 
ret

urn
. Th

e p
rep

are
r a

nd
 th
e c

lien
t “s

elli
ng
” th

e
de
pe
nd
en
ts 
sp
lit a

 fe
e. T

he
 IR
S p

ros
ec
ute

s t
he

pre
pa
rer

s o
f th

es
e f
rau

du
len

t c
laim

s, a
nd
 th
e

pa
rtic

ipa
tin
g t
axp

aye
rs 

co
uld

 be
 su

bje
ct 
to 
civ
il a

nd
/o

r
cri
mi
na
l pe

na
ltie

s a
s w

ell.

“Pu
t You

r Mo
ney 

in a 
Trus

t 
and 

Neve
r Pa

y Ta
xes 

Aga
in.”

Pr
om

ote
rs 

of 
ab
us
ive

tru
st 
sch

em
es
 m

ay 
ch
arg

e a
fee

 fo
r “t

rus
t” p

ac
kag

es
. Th

e
fee

 en
ab
les

 ta
xpa

yer
s t
o

ha
ve 

tru
st 
do
cu
me

nts
pre

pa
red

, to
 us

e f
ore

ign
an
d/

or 
do
me

stic
 tru

ste
es

as
 of
fer

ed
 by

 pr
om

ote
rs 

or
to 
us
e f
ore

ign
 ba

nk 
ac
co
un
ts

an
d c

orp
ora

tio
ns
. If 

a t
rus

t is
 leg

itim
ate

, ow
ne
rsh

ip o
f

the
 tru

st 
as
se
ts 
is c

om
ple

tel
y s

ep
ara

te 
fro

m 
you

r
co
ntr

ol a
nd
 be

ne
fit.

Mult
iple 

Trus
ts, P

artne
rship

s 
or O

ther 
Entit

ies I
nvol

ved.
Mu

ltip
le l

eve
ls o

f e
nti
tie
s in

 an
 inv

es
tm

en
t d
oe
s n

ot
ne
ce
ssa

rily
 m

ea
n t

he
re 

is a
nyt

hin
g w

ron
g —

 th
ere

 m
ay

be
 va

lid 
bu
sin

es
s p

urp
os
es
 fo
r e

ac
h o

f th
e e

nti
tie
s.

Ho
we

ver
, be

 wa
ry 
of 
sch

em
es
 th
at 
us
e m

ult
iple

 lev
els

 of
en
titie

s w
ith
 no

 ap
pa
ren

t b
us
ine

ss 
pu
rpo

se
 ot
he
r th

an
co
nc
ea
ling

 th
e t
rue

 ow
ne
rsh

ip o
f a
sse

ts 
an
d in

co
me

.

W
h
en

 i
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m

es
 t
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w
o
rk

in
g
 h

a
rd
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 f

o
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yo
u
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n
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d
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d
o
n
e.
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“N
eve

r P
ay 

Tax
es 

Ag
ain

”
“D
ed
uc
t th

e C
ost

 of
you

r 
Pe
rso

na
l R
esi

de
nc
e”

“D
ed
uc
t th

e C
ost

 of
you

r 
Ch
ild
’s 
Ed
uc
ati
on
”

“Th
e I
RS

 Do
esn

’t W
an
t Y
ou
 

to 
Kn
ow

 Ab
ou
t T

his
”

“S
o N

ew
,Y
ou
r T
ax

Pro
fes

sio
na
l D

oe
sn’

t E
ven

Kn
ow

 Ab
ou
t It

”
“I 
Ca
n G

et 
You

 a 
Big

 Re
fun

d”
“S
ha
re/

Bo
rro

w E
ITC

De
pe
nd
en
ts”

“P
ut 

You
r M

on
ey 

in 
a T

rus
t

an
d N

eve
r P

ay 
Tax

es 
Ag
ain

”
Pr
om

ote
rs 

oft
en
 ad

ver
tise

 at
 in
ves

tm
en
t o

r t
ax

se
mi
na
rs,
 th

rou
gh
 th

e 
loc

al 
me

dia
 o

r 
on
 th

e
int
ern

et.
 If 

the
 pr

om
oti
on
 so

un
ds
 to

o g
oo
d t

o b
e

tru
e, i
t m

ay 
be
 an

 ille
ga
l ta

x a
voi
da
nc
e s

ch
em

e.T
he
re

are
 a l
arg

e n
um

be
r o

f ille
ga
l ta

x a
voi
da
nc
e s

ch
em

es
.

Th
es
e 
sch

em
es
 a
re 

typ
ica

lly 
pro

mo
ted

 w
ith
 th

e
pro

mi
se
 o

f r
ed
uc
ing

 o
r 
elim

ina
tin
g 

inc
om

e 
an
d

oth
er 

typ
es
 of
 ta
xes

. do the
se so

und 
too go

od to 
be tru

e?
do the

se so
und 

too go
od to 

be tru
e?

The
re a

re a
 lar

ge n
umb

er o
f ille

gal 
tax 

avoi
dan

ce s
che

mes
. Th

ese 
sche

mes
are 

typi
call

y pr
omo

ted 
with

 the
 pro

mis
e of

 red
ucin

g or
 elim

inat
ing 

inco
me

and
 oth

er t
ype

s of
 tax

es.

“Ne
ver 

Pay 
Any

 Tax
es A

gain
!”

Do
n’t
 W

ith
ho
ld T

axe
s F

rom
 Yo

ur 
W
ag
es
. P
rom

ote
rs

ma
y s

ug
ge
st 
tha

t yo
u, a

s a
n e

mp
loy
er,
 NO

T w
ith
ho
ld f

ed
era

l
inc

om
e t
ax 

or 
em

plo
ym

en
t ta

xes
 fro

m 
wa

ge
s p

aid
 to
 yo

ur
em

plo
yee

s. T
his

 sc
he
me

 is 
ba
se
d o

n a
n in

co
rre

ct
int
erp

ret
ati
on
 of
 th
e t
ax 

law
; th

e c
ou
rts

 ha
ve 

rej
ec
ted

 all
var

iat
ion

s o
f th

is s
ch
em

e. 

“I D
on’t

 Pay
 Tax

es - 
Why

 Sho
uld Y

ou?”
Pr
om

ote
rs 

ma
y ta

lk a
bo
ut 
ho
w t

he
y d

on
’t f
ile 

or 
pa
y

tax
es
 an

d t
he
n c

ha
rge

 pe
op
le a

 fe
e t
o s

ha
re 

the
ir “

se
cre

t.”
Th
e s

ec
ret

 th
ey 

do
n’t
 re

vea
l is
 th
at 
ma

ny 
of 
the

m 
ac
tua

lly
do
 file

 an
d p

ay 
tax

es
 — 

the
y ju

st 
wo

n’t
 pu

blic
ly a

dm
it it

. 

“De
duct

 the 
Cost

 of y
our 

Pers
onal

 Res
iden

ce, o
r De

duct
the C

ost o
f you

r Ch
ild’s

 Edu
catio

n.”
Pa

rtic
ipa

nts
 inc

orr
ec
tly 

cla
im
 th
at 
no
n-d

ed
uc
tib
le p

e
rso

na
l liv

ing
 ex

pe
ns
es
 ca

n b
e c

laim
ed
 as

 de
du
ctib

le
bu
sin

es
s e

xpe
ns
es
 by

 tra
ns
fer

rin
g o

wn
ers

hip
 of
 as

se
ts 
or

inc
om

e t
o a

 tru
st, 

pa
rtn

ers
hip

, or
 ot
he
r e

nti
ty. 

An
y

inv
es
tm

en
t s
ch
em

e t
ha
t c
laim

s y
ou
 ca

n d
ed
uc
t th

es
e t
ype

s
of 
exp

en
se
s s

ho
uld

 be
 co

ns
ide

red
 hig

hly
 qu

es
tio
na
ble

.

“Th
e IR

S Do
esn’

t Wa
nt Yo

u 
to K

now
 Abo

ut T
his.”

If t
he
re 

are
 leg

al d
ed
uc
tio
ns
 th
at 
ca
n r

ed
uc
e y

ou
r ta

xes
,

the
 IR
S w

an
ts 
you

 to
 kn

ow
 ab

ou
t th

em
 an

d u
se
 th
em

. Th
e

mi
ssi

on
 of
 th
e IR

S i
s t
o p

rov
ide

 Am
eri
ca
’s t

axp
aye

rs 
top

qu
alit

y s
erv

ice
 by

 he
lpin

g t
he
m 

un
de
rst

an
d a

nd
 m

ee
t th

eir
tax

 re
sp
on
sib

iliti
es
 an

d b
y a

pp
lyin

g t
he
 ta
x la

w w
ith
 int

eg
rity

an
d f
air
ne
ss 

to 
all.
 

1 2 3“So 
New

, You
r Ta

x Pr
ofes

sion
al D

oesn
’t Ev

en K
now

 Abo
ut

It.” Pr
om

ote
rs 

us
e t
his

 ph
ras

e t
o d

isc
ou
rag

e y
ou
 fro

m
se
eki

ng
 pr

ofe
ssi

on
al a

dvi
ce
 ab

ou
t n

ew
 ta
x la

ws
. H

ow
eve

r, i
f

the
re 

is a
 ne

w l
aw

 th
at 
co
uld

 re
du
ce
 yo

ur 
tax

es
, a 

leg
itim

ate
pro

mo
ter

 sh
ou
ld e

nc
ou
rag

e y
ou
 to
 se

ek 
a s

ec
on
d o

pin
ion

.
Yo
u s

ho
uld

 ev
en
 as

k fo
r a

 re
fer

en
ce
 jus

t in
 ca

se
 yo

ur 
tax

pro
fes

sio
na
l re

ally
 do

es
 no

t k
no
w a

bo
ut 
it y

et.
 If t

he
inv
es
tm

en
t c
an
no
t s
tan

d t
he
 sc

rut
iny
 or

 th
e r

evi
ew

 of
 an

un
bia

se
d t
hir
d p

art
y, i
t is

 pr
ob
ab
ly o

ne
 yo

u s
ho
uld

 av
oid

.

“I C
an G

et Yo
u a B

ig R
efun

d...
for a

 Fee
!”

Re
fun

d s
ch
em

e p
rom

ote
rs 

ma
y

as
k t
o  
“bo

rro
w”
 yo

ur 
So
cia

l S
ec
uri
ty

nu
mb

er 
or 

giv
e y

ou
 a 
ph
on
y F

orm
W
-2 
so
 it 
ap
pe
ars

 th
at 
you

 qu
alif

y
for

 a 
big

 re
fun

d. T
he
y m

ay 
pro

mi
se

to 
sp
lit t

he
 re

fun
d w

ith
 yo

u. T
he
 IR
S

ca
tch

es
 m

os
t o
f th

es
e f
als

e r
efu

nd
cla

im
s b

efo
re 

the
y g

o o
ut.
 If a

 re
fun

d
is i
ssu

ed
, it 

is u
su
ally

 dis
co
ver

ed
 an

d t
he
 pa

rtic
ipa

nt 
en
ds
 up

pa
yin
g b

ac
k t
he
 re

fun
d, a

lon
g w

ith
 st
iff p

en
alt
ies

 an
d

int
ere

st. 3 th
ing

s to
 rem

emb
er:

1.  
You

 are
 res

pon
sibl

e an
d lia

ble 
for 

the 
con

tent
of y

our
 tax

 ret
urn

.
2. 

Any
one

 wh
o pr

omi
ses 

you
 a b

igge
r re

fund
with

out 
kno

win
g yo

ur t
ax s

itua
tion

 cou
ld b

e
mis

lead
ing 

you
.

3. 
You

 sho
uld 

nev
er s

ign 
a ta

x re
turn

 wit
hou

t
look

ing 
it ov

er t
o m

ake
 sur

e it 
is h

one
st a

nd
cor

rect
.


