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The "Dirty Dozen" Tax Scams of 2015

By Alex Grotevant

Each year the IRS assembles a
list of one dozen tax scams,

which it calls the "Dirty Dozen",

to call attention to the
fraudulent activity that it has
witnessed in regard to the tax
collection system.

Alex reviews the twelve tax
scams and offers a suggested
course of action for each.

Since we are in the midst of
tax season, to which few look
forward to, we have also
included a lighter look at taxes

on this newsletter's back page.

Every year, taxpayers in the United States are
confronted with con artists and their deceptive scams.
These scams, which can take a variety of forms, are
intended to solicit the personal financial information
of taxpayers. Fortunately, in the midst of this year’s
tax season, the Internal Revenue Service (IRS) has
released its 2015 “Dirty Dozen” list of tax scams. The
purpose of the list is to raise taxpayer awareness of the
various types of tax scams they could encounter or
participate in themselves. While there are countless
types of tax scams that have been reported in recent
years, the “Dirty Dozen” detailed by the IRS are
among the most common in the United States. They
are as follows:

(1) Phone scams involve a con artist who calls a
taxpayer while pretending to be an authoritative figure,
such as an IRS agent. In an attempt to draw personal
information from the taxpayer, these aggressive phone
calls threaten the taxpayer with “police arrest,
deportation, [and] license revocation” among other
things. If you ever find yourself in such a situation, you
should be aware that the IRS would never demand the
immediate payment of taxes without having mailed a
statement first. Additionally, the IRS would never
threaten to involve law enforcement for failure to pay
taxes.

(2) Phishing, another popular type of tax scam, targets
taxpayers through links within fake e-mails and web
sites that ultimately attempt to steal personal
information. The best rule-of-thumb with phishing is
to avoid opening strange and unexpected e-mails or
web sites that require the entry of personal
information.

(3) Identity theft arises when a con artist files falsified
tax returns using another individual’s Social Security
number (SSN). The best way to avoid such scams is
to keep close watch of your personal information and
to be extra careful of your SSN.

(4) Return preparer fraud occurs when corrupt tax
preparers or con artists posing as tax professionals use
taxpayers’ personal information at the expense of the
taxpayer. While the vast majority of tax professionals
are legitimate, it is always good practice to ensure the

tax professional has an authorized IRS Preparer Tax
Identification Number (PTIN).

(5) Offshore tax avoidance includes any attempt by a
taxpayer to avoid paying higher taxes by concealing
their money or assets in offshore accounts. Taxpayers
should avoid partaking in such activity and should
understand the legal implications of offshore tax
avoidance.

(6) Inflated refund claims are used by con artists to
incentivize taxpayers to do business with them. In
situations where you are promised a greater refund by
someone before even providing your tax documents,
you should recognize that the promise is likely too
good to be true.

(7) Fake charities are designed by scam artists with the
intention of luring taxpayers into making donations
that could be tax-deductible. Before you offer your
money or provide a charity with personal information,
you should ensure the charity’s legitimacy using the
Exempt Organizations list provided by the IRS at
IRS.gov.

(8) Hiding income with fake documents should be
avoided by taxpayers at all costs. If a tax professional
suggests falsifying your tax documentation in order to
reduce tax liabilities or increase total refunds, you
should certainly reject the proposal given you are the
one legally responsible for the content of your returns.

(9) Abusive tax shelters are another illegal scam used
by taxpayers in order to avoid paying the full amount
of taxes due. Taxpayers should never use abusive tax
shelters and authorities are constantly monitoring this
criminal activity.

[Continued on page 3.]
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(10) Falsifying income to claim credits is a common
scam in which taxpayers report additional income to
claim higher tax credits. In order to avoid facing
criminal charges, taxpayers are advised to complete
their tax returns with the most accurate and truthful
information they have.

(11) Excessive claims for fuel tax credits are considered
“frivolous tax claims” by the IRS and can be punished
by a penalty of up to $5,000. Again, the best way to
avoid the legal consequences of such scams is to file
returns using the most accurate information available.

(12) Frivolous tax arguments are the final tax scam to
appear on the “Dirty Dozen” list. Quite simply,
taxpayers should never make exaggerated claims with
the intention of avoiding the full payment of the taxes
they owe.

COMPASS Capital Market Update

By Louis E. Conrad I, CFA

After a better than expected
2014 in U.S. stock and bond
markets, COMPASS expects
returns in the U.S. markets to
be muted this year, while
international stocks are
expected to improve upon their
weak 2014 performance.

Last year proved to be a better year for both stocks and
bonds than COMPASS had expected. U.S. stocks, as
represented by the S&P 500 Index, advanced over 13%
for 2014, though this masked weakness among stocks
of smaller companies, which did not appreciate as
much. International stocks, both in the developed and
emerging markets, actually declined in value during
the year as the U.S. dollar’s strength proved a
headwind that international stocks could not

overcome.

For 2015, COMPASS believes that the U.S. dollar,
while it may appreciate further relative to the euro and
emerging market currencies, will not enjoy the same
level of appreciation as it did in 2014. This, when
combined with the quantitative easing program now
being pursued by the European Central Bank, should
result in better stock performance overseas this year.
COMPASS expects that U.S. stocks will advance 5 —
9% in 2015 given the subdued revenue gains expected

While the IRS Criminal Investigation unit and the
Department of Justice (DOJ) work diligently to catch
the perpetrators of these illegal scams, you are
encouraged to play an active role as well. Regardless
of whether you are the victim or suspect of a tax scam,
you should always be cognizant of the fact that you are
legally responsible for the content of your tax returns
irrespective of who actually prepared them. Therefore,
the best way for you to minimize your risk is to
educate yourself of the nature of these scams. For
more information, please refer to IRS.gov where you
can find a more in-depth review of this year’s “Dirty
Dozen” tax scams.

and companies’ historically high profitability levels.

The performance of bonds last year was most
surprising as the interest rate on the 10-year U.S.
Treasury ended 2014 at 2.17% after beginning the year
at 3.03%. This resulted in a bond rally in which the
Barclays Aggregate Bond Index gained 6% in 2014,
whereas COMPASS had feared a bond correction if
interest rates increased. Consequently, COMPASS
positioned client portfolios to have less interest rate
risk (also known as duration risk) so that principal
would be relatively protected should interest rates
advance. Though this positioning did not pay off in
2014, COMPASS continues to believe that interest
rates are likely to advance in 2015. If this forecast is
proven correct, the diversification and shorter term
maturity of the bonds held by COMPASS’ clients will
help shield their portfolios from what could be a
meaningful correction in the general bond market.



