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LR.‘S., ina Shiﬁ.:, to Focus
On Wealthier Tax Cheats

Continued From Page Al

than of the working poor, was based
on data from the 1980°s “‘even though
we have undergone tremendous
changes in our economy.” These
changes have their greatest effect on
nonwage income,

He said a growing number of au-
dits were finding people who either
owed no additional taxes or even
owed less than they had paid, a result
of heavy reliance on a statistical
technique designed to look for inflat-
ed deductions that was based on the
outdated research.

Mr. Rossotti said that a strategy to
reduce audits of the working poor
who claimed the earned-income tax
credit was being developed. Much of
the auditing found errors caused by
the complex requirements for the
credit. The 1.R.S. also found evidence
of fraud by some tax preparers. Last
year, one in 47 people who claimed
the credit were audited, compared
with one in 127 taxpavers making
more than $100,000,

Mr. Rossotti would not provide de-
tails of how — and how many —
LR.S. employees would be rede-
ployed, except to say that several
hundred revenue agents would be
trained as fraud specialists.

But Mr. Rossotti acknowledged
that not all tax cheats could be pur-

Hundreds of agents
will be trained as
fraud specialists.

sued, even if they were identified.
The agency’s auditing staff has
shrunk by 29 percent since 1995,
while the number of tax returns has
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macy, and maybe more than a ve-
neer.

*“In some cases they have actually
come up with devices that work,” he
added, because Congress did not an-
ticipate every technique when writ-
ing the tax laws.

"‘Basically we want to be in confor-
mity with what the real world is
like,"" he said, using new research to
focus on “‘the characteristics of peo-
ple who are abusing the tax system."

The changes have already begun,
he said, but it will take two years to
complete the change in strategy. Mr.
Rossotti's five-year term ends in No-
vember.

As an example, Mr. Rossotti noted
that MasterCard records, obtained
by court order, indicate that one mil-
lion to two million Americans have
credit cards from offshore banks.
While many of these cards may be
legitimate, he said that such cards
offer a simple way to evade taxes.

The LR.S. is now seeking informa-
tion from airlines, hotels and other
places where these credit cards were
used so that the agency can identify
individuals whose tax returns should
be examined further.

That kind of auditing is much more
difficult, and costly, than pursuing
wage earners who fudge the amount
of their charitable giving or property
taxes.

A continuing national research ef-
fort that Mr. Rossotti has nurtured
should, he said, help the LR.S. identi-
fy shifts in tax cheating in the years
ahead. He said research was helping
the agency identify such growing
problems as abuses involving em-
ployee leasing to evade payroll tax-
es,
He said recent civil court actions
to force promoters of abusive tax
schemes to turn over lists of custom-
ers are already proving their worth.
After the client list of one promoter
was obtained, Mr. Rossotti said, a
taxpayer filed amended tax returns
for the last two vears and attached a
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