First Friday Fraud Facts+

The Idaho State Controller’s Office distributes this newsletter as a public service and as a cost-effective method of
increasing awareness about ways to detect and prevent fraud, waste, and abuse in government.

Strawman/Redemption Fraud

There is a circulating conspiracy theory that the United States government

has collateralized its citizens in order to borrow money. Some believe this “There has never been a
collateralization began in 1913 with the establishment of the Federal Re-
serve System, while others assert it began when the U.S. government
abandoned the gold standard in 1933. This theory is referred to as the anybody identifying the
“redemption movement” or the “strawman theory”.

single verifiable case of

existence of a secret

Basic Tenets of the Theory Treasury account in their

1. People who subscribe to this theory believe that the government de- name, let alone getting
posits $630,000 into a hidden bank account for each newborn American their hands on any of
citizen. They believe that by exercising certain actions, every person can

gain access to that money. this mythical money.*

This hidden account represents each person’s “strawman”, or in other - Scambusters.org
terms, each person’s financial alter ego.

2. The theory also states that Americans are U.S. nationals, not U.S. citi-
zens. This assertion “allows” a person to change their tax filing status
from “U.S. citizen” to “non-resident alien”, giving the person the right to
avoid payment of income taxes.

3. A person can tap into their “hidden” funds and pay for official bills by
writing “A4V” (Acceptance for Value) on the bill.
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Disclaimer: While the State Controller’s Office (SCO) makes every effort to present accurate and reliable information in this
newsletter, the SCO does not endorse, approve, or certify the information. The content is for informational purposes only..
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Perpetrating the Fraud

To most people, the redemption movement will seem fanatical and out-
landish. The very tenets of the movement are fraudulent. However, as
with most fraudulent schemes, fraudsters use people’s naiveté, igno-
rance, and perceived distrust of government to further perpetuate the out-
reach of the redemption movement.

Fraudsters peddle training kits, books, DVDs, and consultations to
“instruct” people on how to access their strawman accounts. Consulta-
tions can cost upwards of $100 per hour. Affiliation could cost another
$100, with the promise of a commission for each resultant sale.

The perpetrators also have all the “required” forms people need to gain
access to their strawman funds, for a significant fee, of course. The pack-
et of forms consist of a mix of genuine Internal Revenue Service (IRS)
forms and bogus documents that look official. When a person submits the
forms and receives a notice from the IRS that their claim has been dis-
missed, the fraudsters will claim the person did not file the forms in the
proper order or that they were not filled out correctly.?

Avoiding the Fraud

o Be wary of individuals or groups selling kits that they claim will inform
you how to access secret bank accounts.

« Be wary of individuals or groups proclaiming that paying federal and/
or state income tax is not necessary.

o Do not believe that the U.S. Treasury controls bank accounts for all
citizens.

« Be skeptical of individuals advocating that speeding tickets, sum-
mons, bills, tax notifications, or similar documents can be resolved by
writing “acceptance for value” on them.

« If you know of anyone advocating the use of property liens to coerce
acceptance of this scheme, contact your local FBI office.?
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“Avoiding this type of
fraud is just a matter of
ignoring people who
make these claims...
And, if you ever do en-
counter the strawman,
it'll most likely be on the

Yellow Brick Road!”

- Scambusters.org




Case Study

From 2008 to 2012, three conspirators falsely represented that they could
eliminate substantial portions of clients’ debts by obtaining sizable tax re-
funds for them.

The fraudsters created fictitious IRS Forms 1099-OID, which set forth false
interest and tax withholding amounts on their clients’ tax returns. They pro-
moted the fictitious “redemption theory” to their clients as the purported justi-
fication for their fraudulent tax refund claims. Clients were falsely informed
that the submission of tax returns in this manner allowed the clients to legiti-
mately access large amounts of money allegedly contained in certain non-
existent “straw man” accounts which the defendants claimed were being
maintained by the U.S. Treasury for each individual who possessed a social
security number.

The conspirators facilitated the submission of fraudulent tax returns claiming
refunds totaling in excess of $5.4 million; they fraudulently induced the IRS
to issue refund checks amounting to more than $2.0 million

On February 17, 2015, the three fraudsters were sentenced for their roles in
the tax refund scheme. One person was sentenced to 30 months in prison
and ordered to pay $695,635 in restitution to the U.S. Treasury. The other
two fraudsters were sentenced to 60 months in prison and each ordered to
pay more than $1.5 million in restitution to the U.S. Treasury.”
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Upcoming Events

13-14 Apr 2016 - SCO’s Annual Internal Control Training
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