SARs Lead to Discovery of $1.8 Million Hidden in House

In a case started from SARS, investigators executing a search warrant found

$1.8 million of unreported income stashed in a closet. Although the defendants legally
earned the funds, they established a system to convert business revenues to cash with
the explicit purpose of evading taxes. SARs indicated that one of the defendants
repeatedly cashed checks, always under $10,000, which it was believed were intended
to avoid reporting requirements.

The case started after law enforcement agents gathered evidence to support a search
warrant for the defendants’ residence and business. The majority of the proceeds of the
tax evasion scheme, nearly $2 million in cash, were seized from the residence and
business during the search.

A majority of the gross income for the defendants’ business came from a client
business. One of the defendants cashed the majority of the checks from the client
business, as well as other checks they received, in increments under $10,000. The
cashed business checks were never documented on any bank statements for the
business. One of the defendants went to the bank several times a week to cash checks
that were written to the defendant personally, rather than in the name of the business. In
one three-month period, the defendant cashed almost $500,000 in checks, structuring
multiple checks in each day. A review of check cashing transactions revealed that the
defendant cashed checks totaling more than $3 million during a 3-year period.

The defendants concealed their actual income by only providing a handwritten summary
of their business activity and oral statements to their tax preparer for the completion of
their tax returns, neither of which revealed the actual income for their business. The
summary only listed the bank deposits as the gross receipts for the business, excluding
all the checks cashed by the defendant from the client business.

The defendants pleaded guilty to tax offenses, admitting that they evaded the majority
of their income tax liability for several years by understating the gross income during
each respective year for their business, resulting in more than $500,000 in lost revenue
for the government.
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