Recognizing Tax Schemes
Small Business and Self-Employed Products
To Help You Meet Your Business Tax Responsibilities

F E AT U R E D I T E M S …
Guides on Tax Avoidance Schemes

“Share/Borrow
EITC Dependents.”
Unscrupulous tax professionals will “share” one
taxpayer’s qualifying child or children with another
taxpayer in order to allow both to claim the Earned
Income Tax Credit (EITC). For example, if one client has
four children, that client only needs the first two children
for EITC purposes to get the maximum credit. The
preparer will list the first two children on the first
taxpayer’s return, and list the other two children on
another return. The preparer and the client “selling” the
dependents split a fee. The IRS prosecutes the
preparers of these fraudulent claims, and the
participating taxpayers could be subject to civil and/or
criminal penalties as well.

“Put Your Money in a Trust
and Never Pay Taxes Again.”
Promoters of abusive
trust schemes may charge a
fee for “trust” packages. The
fee enables taxpayers to
have trust documents
prepared, to use foreign
and/or domestic trustees
as offered by promoters or
to use foreign bank accounts
and corporations. If a trust is legitimate, ownership of
the trust assets is completely separate from your
control and benefit.

Multiple Trusts, Partnerships
or Other Entities Involved.
Multiple levels of entities in an investment does not
necessarily mean there is anything wrong — there may
be valid business purposes for each of the entities.
However, be wary of schemes that use multiple levels of
entities with no apparent business purpose other than
concealing the true ownership of assets and income.
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is it too good to be true?
Questions To Ask Yourself…
Is this tax promotion asking me to?
• Underreport my income?
• Intentionally omit income?
• Overstate the amount of my deductions?
• Keep two sets of books?
• Make false entries in my books
•
•
•

and records?
Claim personal expenses as business expenses?
Claim false deductions?
Hide or transfer assets or income?

If you answered Y e s to any of these questions, then you are probably
involved with an illegal tax avoidance scheme.
The IRS prosecutes the preparers of fraudulent claims, and participating
taxpayers could be subject to civil and/or criminal tax penalties.

Need Additional Information?
If you have any questions on these or other schemes, please contact the
Internal Revenue Service at 1-800-829-1040. To report possible tax
avoidance schemes, call 1-800-829-0433.
The IRS web site will provide additional information. Select Tax
Scams/Fraud Alert at:

http://www.irs.gov
When it comes to
working harder for you,
consider it done.
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Is a tax promoter telling you it is ok to…
• Under report your income or intentionally omit income?
• Keep two sets of books or make false entries?
• Hide or transfer assets or income?
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If it sounds too good to be true to any of these questions, it probably is.
This brochure cautions you against schemes and tells you how to avoid
them. It is also available in Spanish.

Home-Based Business Tax Avoidance Schemes
Publication 4035 (Catalog Number 34333A)
Most taxpayers with home-based businesses accurately report their
income and expenses. However, there are a number of tax schemes
that erroneously assert that individuals can operate any type of
unprofitable “business” out of their home, and then claim personal
expenses as business expenses. This brochure explains these types of
schemes and how to avoid them. It is also available in Spanish.

www.irs.gov/smallbiz
IRS’ Small Business and Self-Employed website has everything you
need to make filing your business taxes easier than ever. While you
are there, visit the Abusive Schemes website at: www.irs.gov/smallbiz - Keyword: Tax Fraud. Look For: Abusive Tax Schemes

Order products today by calling 800-829-3676 or visit our website at www.irs.gov/smallbiz.
Small Business and Tax Specialty Questions…. Call 800-829-4933
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