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Why Florida Leads Nation in ID Theft
Income Tax Refund Fraud: IRS Cracking
Down
Florida has been in the news a lot recently, and probably not for reasons that
promoters of the Sunshine State would prefer. The spotlight is because hundreds of
people have been arrested over the past year for identity theft crimes that involved
�ling bogus income tax returns for thousands of taxpayers, and then having the
refund checks sent to the criminal. And more than 33,000 Florida residents have
claimed identity theft in the past year.
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Florida has been in the news a lot recently, and probably not for reasons that
promoters of the Sunshine State would prefer.

The spotlight is because hundreds of people have been arrested over the past year for
identity theft crimes that involved �ling bogus income tax returns for thousands of
taxpayers, and then having the refund checks sent to the criminal. And more than
33,000 Florida residents have claimed identity theft in the past year.

In some cases, those committing the fraud have been a small group of people
conspiring and helping each other in the scheme. Such was the case in Pensacola,
where a Florida man and his uncle, a pastor in Alabama, pleaded guilty to
fraudulently �ling tax returns in other people’s names and laundering the refund
checks through the uncle’s church.

But criminal groups are also �nding tax fraud appealing, with large criminal gangs
who once perpetuated more violent and drug-related crimes seeing tax fraud as
much easier and safer than street crimes. Earlier this month, 11 Miami and south
Floridians were indicted for �ling taxes for 2,700 dead people. If they had succeeded,
they could have received as much as $34 million in federal income tax refunds.
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In yet another case, this time from Tampa, two newlyweds were arrested earlier this
month on 37 counts of identity theft and tax refund fraud offenses. Prosecutors say
the couple received more than $388,000 in bogus tax refunds.

Also in Tampa was a woman who the IRS says bragged about her tax fraud skills on
Facebook, by claiming she was “The Queen of IRS Tax Fraud.” She also allegedly
poked at investigators, saying that she wouldn’t be easy to indict. A few months later,
she was indeed indicted … on 57 federal charges related to tax fraud.

Perhaps topping them all, was the case of a Fort Lauderdale woman who was found
guilty in an identity theft tax fraud case that involved as many as 2,000 bogus tax
returns over two years, which gained her $11 million in bogus refunds. When
sentenced in late April, she faces up to 351 years in prison.

Why Is Florida #1
So, why Florida? In terms of population, Florida is the fourth-largest state, behind
California, Texas and New York. While every state has cases of income tax fraud each
year, even Alaska, the proportion of such cases in Florida has been exceptionally
higher than in other states.

In fact, Tampa and Miami top the list of U.S. cities with the most fraud-related
income tax �lings, with more than 88,000 in Tampa in 2011 and more than 74,000
in Miami that year.

Again, why Florida? The answer is because Florida’s residents are better targets for
the tax fraud perpetrators, according to Jim Buttonow, a Certi�ed Public Accountant
who worked for the IRS for 19 years as a large case team audit coordinator.

“Florida residents make perfect targets for the EITC (Earned Income Tax Credit)
fraud,” he said. “ID theft mainly centers around refundable credits, most
predominantly the earned income tax credit and the additional child tax credit. Also,
many Florida residents either have low or no earned income (retired under 65 or
transient) but have social security numbers.”

Since leaving the IRS, Buttonow has cofounded and serves as vice president of New
River Innovation Inc., which makes technologies that tax professionals use to
manage IRS correspondence issues.

Another issue is that Florida is popular with retirees, he said.
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“Florida has a larger population of recently deceased people that fall prey to identity
theft. It is easy to have a small amount of earned income (claim a small amount of
sole proprietorship income) and get the earned income tax credit. These returns can
be �led early and the refund can be received long before the IRS can detect it. The lack
of state income taxes in Florida also presents an opportunity to go undetected
longer.”

The state and federal law enforcement agencies have made detection and prosecution
of identity theft tax refund cases a top priority, with a task force formed last year that
has already brought hundreds of charges. The Internal Revenue Service is also
implementing changes to help it better root out bogus returns.

“The IRS has been working on a real time tax system,” Buttonow added. “This would
allow the IRS to match tax return information before it is accepted, in order to
prevent these problems, as well as other underreporting problems.

For residents of every state, keeping your most sensitive personal information private
is essential in trying to avoid being victimized. The National Association of Enrolled
Agents, a group of tax professionals recognized and credentialed by the IRS, has
issued a recent alert to taxpayers on how to avoid being scammed.
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