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IN THE UNITED STATES DISTRICT COURT FOR THE
WESTERN DISTRICT OF TENNESSEE
WESTERN DIVISION

UNITED STATES OF AMERICA,
Plaintiff,

V. Civil No.
GRADY SMITH,
individually and d/b/a
ONE PRICE REFUNDS,
8384 Trondheim Road
Cordova, Tennessee,

N N N N N N N N N N N N N

Defendant.

COMPLAINT FOR PRELIMINARY AND PERMANENT INJUNCTION

PLAINTIFF, the United States of America, complains against Defendant, Grady
Smith, as follows:
1. This is a civil action in which the United States seeks to enjoin Grady

Smith, individually and doing business as One Price Refunds, from directly or

indirectly:
a. Preparing, assisting in the preparation of, or filing others” federal tax
returns, amended returns, and related documents;
b. Engaging in any activity subject to penalty under the internal revenue
laws;
C. Engaging in conduct that substantially interferes with the proper

administration of the internal revenue laws; and
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d. Engaging in conduct that interferes with the enforcement of the internal
revenue laws.
JURISDICTION & VENUE

2. This civil action is commenced at the request and with the authorization of
the Chief Counsel for the Internal Revenue Service, a delegate of the Secretary of the
Treasury, and at the direction of the Attorney General of the United States, pursuant to
26 U.S.C. §§ 7402, 7407, and 7408.

3. Jurisdiction over this action is conferred upon this court by virtue of 26
U.S.C. §§ 7402(a), 7407(a), and 7408(a), as well as 28 U.S.C. §§ 1340 and 1345.

4. Grady Smith resides in this district, he operates One Price Refunds in this
district, and a substantial part of the events giving rise to this action occurred in this
district. Venue is, therefore, proper pursuant to 28 U.S.C. §1391.

PARTIES

5. Plaintiff is the United States of America.

6. Defendant Grady Smith resides at 8384 Trondheim Road, Cordova,
Tennessee, within the jurisdiction of this court.

7. Grady Smith has operated One Price Refunds from at least ten locations
within the jurisdiction of this court, including 3113 South 3rd Street, Memphis,
Tennessee. Smith is the sole-proprietor and one-hundred-percent owner of One Price

Refunds.
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SUMMARY OF DEFENDANT’S ACTIVITIES

8. Grady Smith is a compensated tax return preparer who does business as
One Price Refunds. Smith obtains financial information from his customers, places
information onto internal documents from which customers’ returns are prepared,
prepares customers’ returns, supervises the preparation of customers’ returns, signs
customers’ returns, and submits customers’ returns to the Internal Revenue Service on
customers’ behalf.

9. Since 2009, Grady Smith has personally prepared over 800 returns.

10.  Since 2009, One Price Refunds has prepared over 2,000 returns.

11.  Since 2009, Grady Smith has repeatedly prepared or caused to be prepared
tax returns that: report fabricated income, fabricate and misrepresent business income
and expenses, fabricate and misrepresent unreimbursed employee expenses, and
fabricate and misrepresent educational expenses. As a result, Smith’s customers have
repeatedly reported and paid less tax than they actually owe, claimed the earned
income tax credit (“EITC”) when they were not eligible for it, claimed the EITC in
amounts that exceeded what they were entitled to claim, claimed educational credits
when they were not eligible for them, and claimed educational credits in amounts that

exceeded what they were entitled to claim.

//
//
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12.  Since 2009, Grady Smith has repeatedly prepared or caused to be prepared
tax returns using a fictitious taxpayer identification number and failed to maintain
copies of returns. This has made it has been more difficult for the Service to investigate
Smith’s improper activities.

13.  Grady Smith’s repeated and continuing preparation of false tax returns
results in lost tax revenue, forces the government to devote scarce resources to
investigating him, exposes his customers to civil and criminal penalties, and
undermines public confidence in the federal tax system.

14. To date, the United States estimates that Grady Smith has caused harm to
the government that may exceed $800,000.

15.  Absent a permanent injunction, Grady Smith is likely to continue
preparing or causing the preparation of false federal tax returns.

Misrepresentation of Self-Employment Income and Business Expenses

16.  Since 2009, Grady Smith has repeatedly prepared or caused to be prepared
tax returns that: report taxpayers have self-employment income when the taxpayers are
not, in fact, self-employed; report greater self-employment income than the taxpayers
actually earned; and do not accurately report the business expenses that the taxpayers
incurred.

17.  For example, Grady Smith prepared a federal income tax return for
Lasherie Hunt for the 2011 tax year that falsely reported Hunt received self-

employment income.
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18.  For example, Grady Smith prepared a federal income tax return for
Carolyn Cleaves for the 2011 tax year that falsely reported Cleaves incurred business
expenses.

19.  For example, Grady Smith prepared a federal income tax return for
Clarence Stewart for the 2011 tax year that falsely reported Stewart incurred business
expenses.

20.  For example, Grady Smith prepared a federal income tax return for Freida
Maclin for the 2008 tax year that falsely reported income and expenses greater than
what Maclin actually earned and incurred.

21.  For example, Grady Smith prepared federal income tax returns for Bertha
Clark for the 2009, 2010, and 2011 tax years that falsely reported income greater than
what Clark actually earned and expenses lower than what Clark actually incurred.

22.  For example, Grady Smith prepared a federal income tax return for
Laquita Weeks for the 2012 tax year that falsely reported income and expenses greater
than what Weeks actually earned and incurred.

23.  For example, Grady Smith prepared a federal income tax return for
Christina Nelson for the 2010 tax year that falsely reported expenses higher than what
Nelson actually incurred.

24. By reporting self-employment income when none exists or in amounts
greater than what taxpayers actually earned, Grady Smith enables taxpayers to claim

the EITC when they are not eligible for the ETIC.

-5-
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25. By reporting self-employment income when none exists or in amounts
greater than what taxpayers actually earned, Grady Smith enables taxpayers to claim
the EITC in amounts that exceed what they are entitled to claim.

26. By reporting business expenses that taxpayers did not incur or in different
amounts than what the taxpayers actually incurred, Grady Smith enables taxpayers to
claim the EITC when they are not eligible for the ETIC.

27. By reporting business expenses that taxpayers did not incur or in different
amounts than what the taxpayers actually incurred, Grady Smith enables taxpayers to
claim the EITC in amounts that exceed what they are entitled to claim.

28. By reporting business expenses that taxpayers did not incur or in amounts
greater than what the taxpayers actually incurred, Grady Smith enables taxpayers to
report and pay less tax than they actually owe.

Misrepresentation of Unreimbursed Employee Business Expenses

29.  Since 2009, Grady Smith has repeatedly prepared or caused to be prepared
tax returns that report unreimbursed employee business expenses that taxpayers did
not incur or in amounts greater than what the taxpayers actually incurred.

30.  For example, Grady Smith prepared a federal income tax return for Carlos
Smith for the 2010 tax year that falsely reported expenses higher than what Smith

actually incurred.
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31.  For example, Grady Smith prepared a federal income tax return for
Charletee and Steven Wright for the 2011 tax year that falsely reported expenses that the
Wrights did not actually incur.

32. By reporting employee business expenses that taxpayers did not incur or
in amounts greater than what the taxpayers actually incurred, Grady Smith enables
taxpayers to claim the EITC when they are not eligible for the ETIC.

33. By reporting employee business expenses that taxpayers did not incur or
in amounts greater than what the taxpayers actually incurred, Grady Smith enables
taxpayers to claim the EITC when they are not eligible for the ETIC.

34. By reporting employee business expenses that taxpayers did not incur or
in amounts greater than what the taxpayers actually incurred, Grady Smith enables
taxpayers to report and pay less tax than they actually owe.

Fabrication and Misrepresentation of Educational Expenses

35.  Since 2009, Grady Smith has repeatedly prepared or caused to be prepared
tax returns that report educational expenses that the taxpayers did not incur or in
amounts greater that what the taxpayers actually incurred.

36.  For example, Grady Smith prepared a federal income tax return for Lewis
Dandridge for the 2012 tax year that falsely reported educational expenses higher than

what Dandridge actually incurred.
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37.  For example, Grady Smith prepared a federal income tax return for
Glenda Farmer for the 2012 tax year that falsely reported Farmer incurred educational
expenses.

38. By reporting educational expenses that taxpayers did not incur or in
amounts greater than what the taxpayers actually incurred, Grady Smith enables
taxpayers to report and pay less tax than they actually owe.

39. By reporting educational expenses that taxpayers did not incur or in
amounts greater than what the taxpayers actually incurred, Grady Smith enables
taxpayers to obtain tax refunds greater than the refunds to which they are entitled.

Use of Fictitious Taxpaver Identification Number

40.  Compensated tax return preparers are required to list their taxpayer
identification number on the returns they prepare. From 2009 to 2011, Grady Smith
repeatedly prepared or caused to be prepared tax returns using a fictitious taxpayer
identification number.

41. By using a fictitious taxpayer identification number, Grady Smith has
made it more difficult for the Internal Revenue Service to investigate his improper
activities.

Failure to Maintain Records

42.  Compensated tax return preparers are required to maintain copies of their
customers’ returns for at least seven years. From 2009 to 2012, Grady Smith failed to

retain copies of the returns he prepared or caused to be prepared.

-8-
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43. By failing to retain copies of the returns he has prepared or caused to be
prepared, Grady Smith has made it more difficult for the Internal Revenue Service to
investigate his improper activities.

COUNTI

ENJOIN DEFENDANT UNDER SECTION 7407 OF THE INTERNAL REVENUE
CODE FOR CONDUCT SUBJECT TO PENALTY UNDER L.R.C. 6694 AND 6695

44.  The United States incorporates paragraphs 1 through 43 of this complaint
as if fully set forth herein.

45.  Section 7407 of the Internal Revenue Code provides that a court can enjoin
an individual from acting as a return preparer if he has, inter alia, engaged in “any
conduct subject to penalty under section 6694 or 6695” or “any other fraudulent or
deceptive conduct which substantially interferes with the proper administration of the
Internal Revenue laws.”

46.  Conduct subject to penalty under sections 6694 and 6695 of the Internal
Revenue Code includes, inter alia:

a. preparing a tax return that sets forth a position that the return

preparer knew or should have known is unreasonable;

b. willfully attempting to understate a customer’s tax liability;
C. recklessly or intentionally disregarding rules or regulations;
d. failing to furnish a valid identifying number;
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e. failing to retain copies of customers’ returns or maintain a list of
customers; and

f. failing to exercise due diligence in determining a customer’s
eligibility for, or the amount of, the EITC.

47.  Grady Smith has repeatedly prepared or caused to be prepared tax returns
that he knew or should have known set forth positions that were factually inaccurate
and, therefore, unlikely to be sustained if examined.

48.  Grady Smith has repeatedly and willfully prepared or caused to be
prepared tax returns that were factually inaccurate and, therefore, understated
customers’ tax liabilities.

49.  Grady Smith has repeatedly and recklessly or intentionally prepared or
caused to be prepared tax returns that were factually inaccurate in violation of federal
tax laws, regulations, and other rules.

50.  Grady Smith has repeatedly prepared or caused to be prepared tax returns
that did not contain a valid identifying number.

51.  Grady Smith has repeatedly failed to retain copies of customers’ returns or
maintain a list of customers.

52.  Grady Smith has repeatedly failed to exercise due diligence in
determining customers’ eligibility for, or the amount of, the EITC by using factually

inaccurate information to justify and calculate the EITC.

-10 -



Case 2:13-cv-02949 Document 1 Filed 12/06/13 Page 11 of 14 PagelD 11

53. Grady Smith’s repeated fabrications, misrepresentations, and disregard
for the law substantially interfere with the proper administration of the Internal
Revenue laws.

54.  Grady Smith’s repeated fabrications, misrepresentations, and disregard
for the law demonstrate that a permanent injunction is necessary to prevent him from
continuing to prepare false federal tax returns.

COUNT II

ENJOIN DEFENDANT UNDER SECTION 7408 OF THE INTERNAL REVENUE
CODE FOR CONDUCT SUBJECT TO PENALTY UNDER LR.C. 6701

55.  The United States incorporates paragraphs 1 through 54 of this complaint
as if fully set forth herein.

56.  Section 7408 of the Internal Revenue Code provides that a court can enjoin
an individual from acting as a return preparer if he has, inter alia, engaged in “any
action, or failure to take action, which is . . . subject to penalty under section . .. 6701.”

57.  Conduct subject to penalty under section 6701 includes aiding, assisting,
procuring, or advising a taxpayer with respect to the preparation or presentation of a
return with knowledge or reason to believe that the return may be used to understate
the taxpayer’s tax liability.

58.  Grady Smith has repeatedly prepared or caused to be prepared tax returns
that he knew or should have known set forth positions that were factually inaccurate

and would result in understatement of his customers’ tax liabilities.

-11 -
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59.  Grady Smith’s repeated fabrications, misrepresentations, and disregard
for the law demonstrate that a permanent injunction is necessary to prevent him from
continuing to prepare false federal tax returns.

COUNT III
ENJOIN DEFENDANT UNDER SECTION 7402 OF THE INTERNAL REVENUE

CODE FOR UNLAWEFUL INTERFERENCE WITH THE ENFORCEMENT OF
INTERNAL REVENUE LAWS

60.  The United States incorporates paragraphs 1 through 59 of this complaint
as if fully set forth herein.

61.  Section 7402 of the Internal Revenue Code provides that a court can enter
such “orders of injunction . . . as may be necessary or appropriate for the enforcement of
the internal revenue laws.”

62.  Grady Smith has repeatedly prepared or caused to be prepared false tax
returns and thus interfered with the United States” ability to enforce the internal
revenue laws.

63.  Grady Smith’s repeated fabrications, misrepresentations, and disregard
for the law demonstrate that a permanent injunction is necessary to prevent him from
interfering with the enforcement of the internal revenue laws by continuing to prepare

false federal tax returns.

//
//

-12 -
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WHEREFORE, the United States of America respectfully prays for relief as
follows:

(A)  That this Court permanently enjoin Grady Smith from preparing, assisting
in the preparation of, or filing others’ federal tax returns;

(B)  That this Court permanently enjoin Grady Smith from engaging in any
activity subject to penalty under the internal revenue laws, including 26 U.S.C. §§ 6694,
6695, and 6701;

(C)  That this Court permanently enjoin Grady Smith from engaging in
conduct that substantially interferes with the proper administration of the internal
revenue laws;

(D)  That this Court permanently enjoin Grady Smith from engaging in
conduct that interferes with the enforcement of the internal revenue laws;

(E)  That this Court order Grady Smith to contact all customers for whom he
or One Price Refunds prepared a tax return since 2009 and provide them with copies of
the final judgment entered in this action;

(F)  That this Court order Grady Smith to provide the United States with the
names, addresses, telephone numbers, email addresses, and taxpayer identification
numbers of all customers for whom he or One Price Refunds prepared a tax return since
2009;

(G)  That this Court order that the United States be allowed to take post-

judgment discovery to ensure compliance with the Court’s injunction; and

-13 -
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(H)  That this Court grant the United States such other and further relief as it

deems just and proper.

DATE: December 6, 2013.

EDWARD L. STANTON, III
United States Attorney

KATHRYN KENEALLY
Assistant Attorney General

/s/ Geoffrey J. Klimas

GEOFFREY J. KLIMAS

Trial Attorney, Tax Division

U.S. Department of Justice

Post Office Box 227

Ben Franklin Station

Washington, D.C. 20044
Telephone: (202) 307-6346
Facsimile: (202) 514-6866

Email: Geoffrey.]. Klimas@usdoj.gov

-14 -
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AO 440 (Rev. 06/12) Summons in a Civil Action

UNITED STATES DISTRICT COURT

for the
Western District of Tennessee

UNITED STATES OF AMERICA

Plaintiff(s)

V. Civil Action No.

GRADY SMITH

N N N N N N N N N N N N

Defendant(s)
SUMMONS IN A CIVIL ACTION

To: (Defendant’s name and address) GRADY SMITH,
individually and d/b/a ONE PRICE REFUNDS,
8384 Trondheim Road
Cordova, Tennessee 38018

A lawsuit has been filed against you.

Within 21 days after service of this summons on you (not counting the day you received it) — or 60 days if you
are the United States or a United States agency, or an officer or employee of the United States described in Fed. R. Civ.
P. 12 (a)(2) or (3) — you must serve on the plaintiff an answer to the attached complaint or a motion under Rule 12 of
the Federal Rules of Civil Procedure. The answer or motion must be served on the plaintiff or plaintiff’s attorney,
whose name and address are:  Geoffrey J. Klimas

Department of Justice, Tax Division
P.O. Box 227

Ben Franklin Station

Washington, DC 20044

If you fail to respond, judgment by default will be entered against you for the relief demanded in the complaint.
You also must file your answer or motion with the court.

CLERK OF COURT

Date:

Signature of Clerk or Deputy Clerk
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AO 440 (Rev. 06/12) Summons in a Civil Action (Page 2)

Civil Action No.

PROOF OF SERVICE
(This section should not be filed with the court unless required by Fed. R. Civ. P. 4 (1))

This summons for (name of individual and title, if any)

was received by me on (date)

3 1 personally served the summons on the individual at (place)

on (date) ;or

3 1 left the summons at the individual’s residence or usual place of abode with (name)
, a person of suitable age and discretion who resides there,
on (date) , and mailed a copy to the individual’s last known address; or

(A | served the summons on (name of individual) , Who is

designated by law to accept service of process on behalf of (name of organization)

on (date) ; or
3 | returned the summons unexecuted because por
(A Other (specify):
My fees are $ for travel and $ for services, for a total of $ 0.00

I declare under penalty of perjury that this information is true.

Date:
Server’s signature

Printed name and title

Server’s address

Additional information regarding attempted service, etc:

i Seers |
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