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IN THE UNITED. STATES DISTRICT COURT FOR THE
SOUTHERN DISTRICT OF GEORGIA

DUBLIN DIVISION
UNITED STATES OF AMERICA, )
| Plaintiff, ;
v. ; Civil No.
JAMES J. KING, ;
Defendant. | g
COMPLAINT

Plaintiff, the United States of America, alleges as follows:
1. The United States brings this action to enjoin Defendant James J. King from:

a. ‘preparing or assisting in the preparation of any other person’s federal

- income tax returns and other related documents gnd forﬁls for others;

b. preparing or assisti_ng in the preparation of federal tax returns that he
knows will result in the understatement of any tax liability or the
overstatement of federal tax refunds;

c. engaging in any other activity subject to penalty under 26 U.S.C. §§ 6694,
or 6695; and

d. engaging in any conduct which substantially interferes with the proper

administration and enforcement of internal revenue laws
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2. This action is authorized by the Chief Counsel of the Intérnal Revenue Service, a
delegate of the Secretary of the Treasury, and is brought at the direction of ;':1 delegate of the
Attorney General of the United States, in accordance with 26 U.S.C. §§ 7401, and 7407.

JURISDICTION AND VENUE

3. Defendant James J. King resides and has his principal place of business in Telfair
County, Georgia.

4. -This Courﬁ has jurisdiction of this action pursuant to 28 U.S.C. §§ 1340, 1345 and
26 U.S.C. §§ 7402(a), 7407. |

5. Venueis proper in this Court under 26 U.S.C. §§ 7407 and 28 U.S.C. § 1391

because the defendant resides and has his principle place of business within the jurisdiction of

this Court.
DEFENDANT CAUSED AND CONTINUES TO CAUSE
MILLIONS OF DOLLARS IN TAX LOSSES
6. Under the trade name “James King Tax Service,” Defendant has prepared

thousands of statel and federal income tax returns for clients each year — 3,314 federal returns in
2008 ~ from his residence in Telfair County. Defendant has been preparing returns for others
through “James King Tax Service” since at least 1988.

7. Defendant has repeatedly and regularly prepared returns overstating his clients’
deductions or credits and correspondingly understating his clients’ federal income tax liabilities.
Many Qf these understatements of liability are. due to positions that King knew or should have

known were unreasonable.
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8. Defendant has caused substantial revenue losses to the United States, the extent of
which may be estimated from returns prepared by Defendant which have been audited by the
IRS.

9. The IRS audited 106 rétums prépared by Defendant for tax years 2004 through
2007. Of those returns, 98 contained understatements of clients’ tax.able income, resulting in an
average tax deficiency of $4,141.43 for each of the 98 returns. An additional two returns were
determined to be deficient, but the final amount of deficiency has not yet been determined
because they are still within the IRS’S internal appeals process. Only 6 of th;)se 106 returns
resulted in a determination of no deficiency by the IRS. The United States’ loss from the 98
deficient returns is $405,860. Ifa cbmparable percentage of the other returns prepared by King
reflect similar deficiencies, the IRS projects that the total tax loss could be in the tens of millions
of dollars.

10.  Defendant has routinely understated his clients’ tax liability by fabricating or
‘inflating itemized deductions and by preparing returns in which clients claim the Earned Income
Tax Credit (“EIC”) even though they are not entitled to it, In addition, Defendant has

| misrepresented his experience as é tax return preparer.
FABRICATION OR INFLATION OF DEDUCTIONS

11.  King routinely fabricates and inflates itemized deductions reported on his
customers’ Scﬁedules A (Form 1040), employing several different schemes. By fabricating and
inflating itemized deductioﬂs on a client’s Schedule A (Form 1040), King is able to reduce 2
client’s taxable income, which results in a reduced tax liability. Because these clients often have

had taxes withheld from their paychecks, their reduced liability often results in a higher refund.
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12.  One such scheme routinely employed by Defendant is to inflate or fabricate
“Miscellaneous deductions” such as unreimbursed employee business expenses. S‘everal specific
examples are listed below:

a:  Defendant prepared the 2005 and 2006 returns for one ﬁarried couple
from Savannah, Georgia, claiming that they incurred deductible job expenses and miscellaneous
expenses of $18,051 in 2005 and $18,366 in 2006. Upon examination, the IRS only allowed
$1,805 of the 2005 ‘expensels and $1,818 of those for 2006. Included in the disallowed amount
was unsubstantiated employee mileage expenses of $4,539. The IRS also disaliowed work
cléthes e#pense of $5,480, because neither of the taxpayers’ jobs required them to wear a
uniform. Furthermore, the return Defendant prepared included a deduction of $3,640 for
“cleaning work clothes,” of which only $192 could be substantiated. According to that couple,
they had not provided Defendant with records of mileage to substantiate the claimed vehicle
expense, nor instructed Defendant to include the other expenses on the return. Iﬁstead, according
fo therﬁ, Defendant put false amounts on their return without their knowledge or consent.

b. Defendant prepared the 2006 return for a married couple from Hinesville,
Georgia, which claimed expenses of $3,420 for “cleariing work clothes.” However, neither of the
spouses’ employers required them to wear uniforms for their work, nor to have their work clothes
dry-cleaned. The IRS disallowed the entire claimed expense. Altogether this couple’s 2006
return claimed miscellaneous expenses of $19,629, of which the IRS disallowed $16,769.

c. According to another taxpayer from Hinesville, King fabricated the
amounts claimed as deductions on his tax year 2006 schedule A. King did not ask for receipts or

records, or even an amount of expenses, but determined on his own the amount to claim as
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deductions. 'Altogether, the Schedule A on the return prepared by Kiﬁg for this taxpayer and his
wife claimed miscellaneous expenses of $19,403. Upon examination, the IRS disallowed
$18,931 of that amount. The IRS determined that the return prepared by King underreported the
income tax owed by $3,815.

13.  Another deduction which King routinely inflates or fabri;:ates is charitable .
(‘;ontribu.tions. In order to take a deduction under 26 U.S.C.l § 170, a taxpayer must be able to
substantiaté such deductions. King has routinely prepared returns with inflated or even
fabricated charitable contributions. Two examples are listed below:

a. The IRS disallowed $7,840 of the $8,34O charitable contribution deduction
King placed on the 2006 return of the couple mentioned in Paragraph 12.b above from
Hinesville. |
b. King prepared the 2006 return for another married couple from Hinesville,
Géorgia claiming charitable contributions of $8,450. HoweVer, upon examination, the IRS |
adjusted their contribution amount by $7,250 to $1,200, a decision with which the couple agreed.
FAILURE TO CONDUCT DUE DILIGENCE FOR EARNED INCOME TAX CREDIT

14, | King has repeatedly prepared returns for taxpayers in which he has failed £o be
diligent in determining the taxpayers’ eligibility for the credit undér 26 US.C. § 32, 1.e. the
Earned Income Tax Credit (EIC). Instead, he has repeatedly prepared returns that claim the EIC
for customers who do not qualify for it.

15. Of the sample of 106 returns referred to in paragraph 9, above, at least 40 returns
prepa}red by King for the fax years 2006 and 2007 claimed the EIC erroneously. The IRS

examined those returns and disallowed the credit. The total amount of disallowed earned income
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credit from those returns was $130,500. For a number of these returns, the erTor arose from
claiming children as dependents who did not actually live with the taxpayer. As such, they also
erroneously claimed an additional “child tax .credit.” Two examples are listed below:

a, King prepared the 2007 return for a single male taxpayer from Lumber
City, Georgia who filed as head of household. The return prepared by King claimed the
taxpayer’s two nephews és dependents even théugh they did not live with the taxpayer. Asa
 result of falsély claiming the two nephews as dependents and filing as head of household, the
taxpayer claimed a larger standard deduction, two extra exemptioﬁs, EIC in the afnount of
$2,213, and additional child tax credit of $1,077. All of these were disallowed by the IRS upon
examination, resulting in a total tax deficiency of $5,6'78.

b. King prepared the 2007 return of a feed store employee from Douglas,
Georgia which exhibited similar problems. The single male taxpayér filed as head of household,
and the return prepared By King claimed his two nephews as dependents, even though they did
not reside with the taxpayer fo.r the required period of time during that year. The refurn claimed
the larger standard deduction for filing as head of household, two extra exemptions, EIC in the
amount of $3,329, child tax credit of $328, and additional child tax credit of $1,535. Upon
examination, the IRS disallowed all of those, resulting in a total deficiency of $6,444 in tax. The
taxpayer agreed in writing with the IRS’ determination of that deficiency.

MISREPRESENTATION OF EXPERIENCE OR EDUCATION
16.  King has repeatedly misrepresented his experience as an income tax return

preparer. Upon information and belief, King falsely misrepresented to his clients that he

forrnerfy worked for the IRS.
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HARM TO THE UNITED STATES
~17.  The variety of schemes used by King harm the United States by unlawfully
understating his cliehts’ reported tax liabilities.

18.  The magnitude of lost tax revenues caused by King’s schemes is enormous. 'After
examining 106 returns prepared by Defendant for tax years 2004 through 2007, the IRS
determined that, of those returns, 98 contained understatements of clients’ taxable income,
resulting in an averagé tax deficiency of $4,141.43. The United States’ loss from those 98
~deficient returns is $405,860. If a comparable percentage of the other returns prepared by King
reflect similar deﬁciencie:s‘p the IRS projects that the total tax loss to the government could be in
the tens of miliions of dollars.

19.  Aside from the immense financial loss to the Goverament from King’s schemes,
the IRSu is also specifically harmed by his improper conduct because the IRS must continue to‘
devote scarce resources to détect and examine inaccurate returns prepared and filed by King on
behalf of his clients. The IRS must also expend valuable resources in an attempt to assess and
collect the unpaid taxes from King’s clients.

20, In light of the large number of returns prepared by King, the high percentage of
returns understating tax liability, the great financial harm to the Unifed States, and the variety of
schemes empiojed by King to effectuate this end, it is necessary to pennaﬁently enjoin King
from continuing to prepare tax returns.

Count I - Injunction Under 26 U.S.C. § 7407
21, The Unitéd States ihcorporates by reference the allegations in péragraphs |

- through 20.
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22, 26 U.S.C. § 7407 authorizes a District Court to enjoin a person who is a tax return
preparer from engaging in certain prohibited conduct or from further acting as a tax return
preparer. The prohibited conduct justifying an injunction includes, among other things, the
following:

a. engaging in conduct subject to peﬂalty under 26 U.S.C. § 6694, which
penalizes a return preparer who prepares a return that contains an understatement of tax liability
that is due to an unreasonable position which the return preparer knew or shoﬁld have known was
unreasonable;

b. ' engaging in conduct subject to penalty under 26 U.S.C. § 6695(g), which
penalizes a tax return preparer for failing to exercise due diligence in determining eiiéibility for
the EIC; |

c. misrepresenting the tax return preparers’ experienée or education as a tax
return preparer; and

d. engaging in any other conciuct whicﬁ substantially interferes with the
ﬁroper administration of the Internal Revenue laws.

23.  In order for a court to issue sucﬁ an injunction, the court must ﬁﬁd (1) that the tax
return preparer engaged in the f)rohibited conduct, and (2} that injunctive relief is appropriate to
prevent the recurrence of such conduct.

24.  Ifthe courf finds that the return preparer has continually and repeatedly engaged
in conduct prohibited by the statute, and that a narrower injunction (i.e., against only the conduct)

would not be sufficient to prevent the person’s intérference with the proper administration of the
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federal tax laws, the court may permanently enjoin the person from acting as a tax return
preparer.

25.  King has repeatedly and continually prepared or submitted returns that contaiﬁed
understatements of tax liability and that were due to positions that he knew or reasonably should
have known were unreasonable and subject to penalty under 26 U.S.C. § 6694(a).

26,  King has repeatedly and continually failed to exercise due diligence in
determinirig his customers’ eligibility for the EIC and prepared returns incorrectly claiming the
EIC.

27. King has repeatedly and continually misrepresented his experienée and education
as a tax return preparer.

28. A narrow injunction only against King’s conduct—as opposed to enjoining his
acting as a tax return preparer-would be insufficient to prevent his interference with the proper
administration of the federal tax laws. King has emﬁioyed a number of schemes over an
extended period of time that result in understatement of income and income tax. It is unlikely
that a narrow injunction could encompass all of those schemes. Indeed, it is likely that the IRS '
has not vet identified all of the schemes used by King to understate income. Moreover, failure to '
permanently enjoin King willl require the IRS spend additional resources to ferret out additional
schemes he devises in the future. Therefore, only a permanent injunction is sufficient to prevent
future harm.

29.  Because King has engaged in conduct prohibited by 26 U.S.C. § 7407(b)(1), he is

subject to an injunction for those activities.
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- 30. Moreover, because King haé repeatedly and continually engaged in activities
subject to injunction under 26 U.S.C. § 7407(b)(1), and because a narrower injunction would not
be sufficient to prevent King’s interference with the proper adrﬂinistration of the.fedéral tax laws,
he should be permanently enjoined from acting as an income tax rc‘ztum preparer.

Count II - Injunction under 26 U.S.C.‘ § 7402
31. | The United States incorporates by reference the allegations in paragraph ! through
30.

32, 26 U.S.C. § 7402(a) authorizes a court to issue orders of injunction as may be

necessary or appropriate for the enforceinent of internal revenue laws. |

33.  King, as described above, has repeatedly and continually engaged in conduct that
interferes substantially with the administration and enforcement of internal revenue laws.

34.  IfKing continues to actas a tax_retufn preparer, his conduct will result in
.irrepa:rable harm to the United States, and the United States has no adequate remedy at law.

35.  King’s conduct has caused and will continue to cause substantial tax losses to the
United States Treasury, much of which may be undiscovered and unrecoverable. Unless King is
enjoined, the IRS will have to devote subétantial time and resources auditing his clients
individually to detect future returns prepared by Defendant and understating the clients’ income.

36. Theldetection and audit of erroneous EIC refund. claims filed by King’s customers
will place a serious burden on IRS resources.

37.  IfKing is not enjoined, he will continue to engage in conduct subject to penalty
under 26 U.S.C. §§ 6694 and 6695, and that otherwise substantially interferes with the

enforcement and administration of the internal revenue laws.
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WHEREFORE, the plaintiff, United States of America, respectfully prays for the
following:

A. That the Court find that King has repeatedly and continually engaged in conduct
subject to penalty under 26 U.S.C. §§ 6694 and 6695, that he has misrepresented his experience
as a tax return preparer, and that injunctive relief is appropriate under 26 U.5.C. § 7407 to
prevent recurrence of that conduct. ‘

| B.. That the court find that King has repeatedly and continually engaged in conduct
thét substantially interferes with the proper enforcement and administration of the internal
revenue laws, and that injunctive relief against him is.appropriate to prevent the recurrence of
that conduct pursuant t0 26 U.S.C. §§ 7402(a).

C. That the Court enter a permanent injunction prohibiting King and any other A
person working in concert and/or participation with him from directly or indirectly:

1. - preparing or assisting in the preparation of any other person’s fedefal '

| income tax returns and other related documents and forms for others;

2. preparing or assisting in the preparation of federal tax returns that he
knows will result in the understatement of any tax liability or the
overstatement of federal téx refunds;

3. engaging in any other activity subject to penalty under 26 U.S.C. §§ 6694
or 6695; and

4. engaging in any conduct which substantially interferes with the proper
administration and énforcement of internal revenue laws

D. That the Court enter an injunction;
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1. Requiring King, at his own expense, to send by certified mail, return
receipt requested, a copy of the final injunction entered against him in this
action to each person for whom he, or anyone at his direction and employ,
prepared federal income tax returns or any other federal tax forms after
January 1, 2003;

2. Requiring King, and anyone who prepared tax returns at his direction or in
his employ, to turn over to the United States copies of all returns or claims
for refund that he prepared for customers after January 1, 2003;

3. Requiring King, and anyone who prepared tax returns at his direction or in
his employ, to turn over to the United States a list with the name, address
and telephone number, e~ﬁai1 address (if known), and solci'al security
number or other taxpayer identification number of all customers for whom,
they prepared returns after J anuary 1, 2003;

| 4. Requiring King, within forty-five (45) days of entry of the final injunction
in this action, to file a sworn statement with the Court evidencing his
.compliance with the foregoing directives; and

5. Requiring King to keep records of his compliance with the foregoing
directives, which may be produced to the Court, if requested, or to the
United States pursuant to paragraph E, below.

E. That the Court enter an order allowing the United States to monitor King’s
compliance with this injunction, and to engage in post-judgment discovery in accordance with

the _Federal Rules of Civil Procedure; and
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F. That the Court grant the United States such other and further relief as the Court

deems appropriate.

Respectfully submitted,

EDWARD J. TARVER

&U—H}B TATES ATTORNEY
L2 é

Japaes L. Coursey, Jr.

ssistant United States Attorney
GA Bar No. 190602

P.O. Box 8970

Savannah, Georgia 31412
Telephone (912) 652-4422
Jimmy.Coursey@usdoj.gov

GREGORY I.. JONES

Trial Attorney, Tax Division
Oregon Bar # 06580

U.S. Department of Justice
Post Office Box 14198

Ben Franklin Station
Washington, D.C. 20044
Telephone: (202) 305-3254
Gregory.L.Jones@usdoj.gov
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VE  Cause of Action. Report the civil statute directly refated to the cause of action and give a brief description of the cause. Do not cite jurisdictional statutes

unless diversity. Example: U.S. Civil Statute: 47 USC 533
Brief Description: Unauthorized reception of cable service

VII. Requested in Complaint. Class Action. Place an *“X” in this box if you are filing a class action under Rule 23, ER.Cv.P.
Demand. In this space enter the dollar amount (in thousands of dollars) being demanded or indicate other demand such as a prefiminary injunction.
Jury Demand. Check the appropriate box o indicate whether or not a jury is being demanded.

VHI. Related Cases. This section of the JS 44 is used to reference related pending cases if any. If there are related pending cases, insert the docket numbers
and the corresponding judge names for such cases.

Date and Attorney Signature. Date and sign the civil cover sheet.
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UNITED STATES DISTRICT COURT
Southern District of Georgia

United States of America

SUMMONS IN A CIVIL CASE
V.

James J. King
CASE NUMBER:

TO: (Name and address of Defendant)

James J. King
208 Spaulding Drive
McRae, Georgia 31055

YOU ARE HEREBY SUMMONED and required to serve on PLAINTIFF’S ATTORNEY (name and address)

Gregory L. Jones _ Jimmy Coursey
Trial Attorney, Tax Division Assistant United States Attorney
uU.S. Departmént of Justice United States Attorney's Office
P.O. Box 14198 P.O. Box 8970
Ben Franklin Station | Savannah, Georgia 31412
Washington, D.C. 20044 |
an answer fo the complaint which is served on you with this summons, within 21 days after service

of this summons on you, exclusive of the day of service. If you fail to do so, judgment by default will be taken against you
for the relief demanded in the complaint. Any answer that you serve on the parties to this action must be filed with the
Clerk of this Court within a reasonable period of time after service. '

Scott L. Poff

CLERK ) DATE

{(By) DEPUTY CLERK

GAS Rev 173402
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RETURN OF SERVICE

Service of the Summons and complaint was made by me™

DATE

NAME OF SERVER (PRINT)

TIFLE

Check one box below to indicate appropriate method of service

D Served personally upon the defendant. Place where served:

discretion then residing therein.

D Returned unexecuted:

Name of persor with whom the summons and complaint were left:

D Left copies thereof at the defendant’s dwelling house or usual place of abode with a person of suitable age and

D Other {specify):

STATEMENT OF SERVICE FEES

TRAVEL SERVICES

TOTAL

BECLARATION OF SERVER

Executed on

I dectare under penalty of perjury under the laws of the United States of America that the foregoing information
contained in the Return of Service and Statement of Service Fees is true and correct.

Date Signature of Server

Address of Server

£1) As to who may serve a summons see Rule 4 of the Federal Rules of Civil Procedure.

GAS Rev 1/31/02




