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The Beginning

 Staff prior to 2005: 1 Chief; 2 Investigators; 1 Administrative
Assistant

» Department of Revenue (DOR) generally inactive in investigations
and prosecution of tax criminal activity

» Taxpayers and their representatives relatively free from criminal
exposure for fraud

» 2004- increase in electronically filed returns; DOR staff noticed
dramatic increase in fraudulent returns and refunds

» 2005- Office of Special Investigations expands: Commissioner
brought experienced auditors to Special Investigations and hired a
new director with extensive former criminal prosecutorial experience
to develop unit designed to IDENTIFY, PREVENT, INVESTIGATE
and PROSECUTE tax crimes against the Department of Revenue
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Organization Chart

Department of Revenue
Office of Special Investigations

Director

Auto Crimes-Title Fraud Unit

Fraud Detection Group Special Investigations

6 Financial Analysts 4 Special Agents ‘ 3 Special Agents
(4 pending) (9 pending)
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Fraud Detection Group

Mission: Identify questionable returns, block issuance of fraudulent
refunds, and prevent fraud

Responsibilities:
1)  Identity Theft

2) Review Questionable Returns/Block Fraudulent Refunds

3) Assist with investigations and prosecutions
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1) Identity Theft- someone steals your
Social Security number and files a tax
return in order to receive a refund.

Step 1- Send victim an Identity Theft packet:
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Cover Letter
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Letter of Circumstance
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Fraud Affidavit
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Disclosure for Law Enforcement
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|dentity Theft cont’d

» Step 2- Process true tax return
» Step 3- Place collection efforts on hold
pending review

» Step 4- Flag victim’s account to review
subsequent year’s tax return for fraud
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2) Review Questionable Returns/Block
Define fraud: FraUdUIent Refunds

- Questionable withholding

- Questionable itemized deductions
- Questionable schedule Cs

- Other?

» Collaborate with Information Technology Division (ITD) to enhance
system capabilities for detecting fraud

» Create criteria to flag/block questionable returns

* Review blocked refunds to release those that don’t meet definition
» Substantiate questionable returns

+ Regularly monitor total refunds blocked to adjust criteria

» Block vs. adjust returns

* Add appropriate penalties

.
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Schemes- Fraudulent Withholding
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Schemes- Fraudulent Deductions

May 5, 2010

13

Georgia Department of Revenue

Schemes-Fraudulent Schedule C
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Blocked Refund Statistics

2005 - 2,423 returns, totaling $3.6 million
2006 - 32,987 returns, totaling $27 million
2007 - 60,534 returns, totaling $38 million
2008 - 18,484 returns, totaling $25 million
2009 - 32,265 returns, totaling $42 million
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3) Assist With Investigations and
Prosecutions

* Speak with taxpayers and witnesses and
document in file

* Monitor cases and forward to supervisor for
possible criminal investigation

* Prepare case summaries for investigations
 Calculate taxable liability

+ Assist Special Agents

» Testify at trial
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Auto Crime Title Fraud

+ Official Code of Georgia Annotated (O.C.G.A)
Title 40, Chapter 2, Registration and Licensing
of Motor Vehicles

* O.C.G.A. Title 40, Chapter 3, Certificates of Title

» Special Agents identify and prevent registration
and titling of cars with fraudulent documentation
and recover stolen cars accompanying said
documents
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Special Investigations
Responsibilities:
1) Physical Security
2) Internal Affairs

3) Criminal tax investigations:
— Fraudulent refund schemes

— Theft of trust fund monies (sales and
withholding tax)

— Tax evasion
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Criminal Investigative Tools

. fDoc(lijentary and testimonial evidence obtained in a civil audit, prior to referral for
rau

Request for bank records
Information obtained through sharing agreements with states and with the IRS
Information from informants
Interviews with witnesses
* Undercover assignments
Search warrants
Limitations

Constitutional limits arising under the Fourth and Fifth Amemendments, (Unlawful
searches and seizures and Right against self incrimination, respectively)

* Accountant privilege pursuant to O.C.G.A § 43-3-32
Territory within Georgia
Statute of Limitations
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Major Criminal Violations of O.C.G.A.
+ §48-1-5 Unlawful conversion of funds collected for benefit of state.
misdemeanor or felony depending on value of theft)
+ §48-1-6 Unlawful filing of false documents; omissions (misdemeanor)
+ §48-7-5 Evasion of income tax in excess of $3,000, (felony/$100,000
fine)
* §48-8-12 Failure to furnish return, keep or allow inspection of records/
books, (misdemeanor)
+ §16-8-2 Theft, (misdemeanor or felony depending on value of theft)
+ §16-9-1 Forgery, (felony)
+ §16-9-93 Computer Theft, Trespass and Forgery, (felony)
+  §16-9-120 Identity Fraud, (felony)
+ §16-10-20 False statements and writings and documents in matters
within jurisdiction of state or political subdivisions, (felony)
+ §16-10-71 False swearing, (felony)
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Sample of Press Releases

» 1/25/08, “Former State Representative Indicted for Tax
Evasion”; (plead to felony on 6/19/08)

+ 5/30/08, “Arnold Gervais Sentenced to Five Years Confinement
for Tax Fraud Against the State”; (large individual fraudulent tax
return)

* 6/13/08, “Macon Woman Sentenced to 46 Days Confinement,
Fined $116,358, Placed on 25 Years Probation for Failure to
Remit Sales and Withholding Taxes”

* 5/14/09, “DOR employee gets probation for fraud”, (theft of
money orders)

* 2/2/10, “Former Georgia Public Broadcasting Employee Pleads
Guilty to Tax Theft Charges”, (claimed earned no wages)
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Examples of Pending Investigations

» Stolen DOR refund checks being forged and deposited
into accounts with other state and federal checks;
coordinate with federal, local and bank authority
representatives

+ Stolen identities being used to file Georgia tax returns
and obtain refunds in Alabama; coordinating with federal
and Alabama authorities

» Tax preparer using indigent individuals’ identities to file
fraudulent returns in Georgia and Hawaii

» Multiple business owners collecting sales tax and failing
to remit to the state
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Civil Penalties

+ 0O.C.G.A. §48-7-57.1 Filing of returns which are frivolous or
desire to impede the administration of state income tax laws-
penalty of $1,000/return,

+ 0.C.G.A. § 48-7-86 Penalty for failure to pay or for
underpayment of taxes due to fraud- penalty of 50% of amount of
underpayment of tax,

+ 0O.C.G.A. § 48-2-62 Penalties for tax return preparers (penalty of
$500/return for an undisclosed position that does not have at least a
reasonable basis; disclosed positions are not subject to penalty
unless the position taken is frivolous; $5,000/return for willful attempt
to understate tax liability on any return or claim for refund; $50/return
for failure to sign or failure to furnish identifying number; DOR can
seek injunction prohibiting persons engaging in a pattern of such
behaviors from further preparation of returns.

— Suggestions from other states on enforcement?
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Contact Information
Staci Guest
Georgia Department of Revenue
Staci.Guest@dor.ga.gov
(404) 417-2296
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