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Dirty Dozen Tax Scams Overview

Compiled annually, the Dirty Dozen lists a variety of common scams 
that taxpayers can encounter anytime. The IRS warns taxpayers, tax 
professionals and financial institutions to beware of these scams. 

This year’s list is divided into five groups:

• Potentially abusive arrangements

• Pandemic-related scams

• Offer in Compromise “mills”

• Suspicious communications

• Spear phishing attacks

The list is not a legal document or a literal listing of agency enforcement priorities. It is 
designed to raise awareness among a variety of audiences that may not always be aware of 

developments involving tax administration.3



Dirty Dozen Tax Scams – Part 1

Potentially abusive arrangements
The 2022 Dirty Dozen begins with four transactions that are wrongfully 
promoted and will likely attract additional agency compliance efforts in the 
future. 
Those four abusive transactions involve charitable remainder annuity trusts, 
Maltese individual retirement arrangements, foreign captive insurance, and 
monetized installment sales.

**Charitable Reminder Annuity Trusts is also a separate presentation and has 
been included at the end of this presentation for knowledge and reference.
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https://www.irs.gov/newsroom/irs-warns-taxpayers-of-dirty-dozen-tax-scams-for-2022


Dirty Dozen Tax Scams – Part 2

Pandemic-related scams
This IRS reminds taxpayers that criminals still use the COVID-19 pandemic to 
steal people's money and identity with phishing emails, social media posts, 
phone calls, and text messages.
All these efforts can lead to sensitive personal information being stolen, and 
scammers using this to try filing a fraudulent tax return as well as harming 
victims in other ways. 
Some of the scams people should continue to be on the lookout for include 
Economic Impact Payment and tax refund scams, unemployment fraud 
leading to inaccurate taxpayer 1099-Gs, fake employment offers on social 
media, and fake charities that steal taxpayers’ money.  
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Dirty Dozen Tax Scams – Part 3

Offer in Compromise "mills"
Offer in Compromise or OIC "mills," make outlandish claims, usually in local 
advertising, about how they can settle a person's tax debt for pennies on the 
dollar. 
Often, the reality is that taxpayers pay the OIC mill a fee to get the same deal 
they could have gotten on their own by working directly with the IRS. 
These “mills” are a problem all year long, but they tend to be more visible 
right after the filing season ends and taxpayers are trying to resolve their tax 
issues perhaps after receiving a balance due notice in the mail.
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https://www.irs.gov/newsroom/dirty-dozen-irs-urges-anyone-having-trouble-paying-their-taxes-to-avoid-anyone-claiming-they-can-settle-tax-debt-for-pennies-on-the-dollar-known-as-oic-mills


Dirty Dozen Tax Scams – Part 4

Suspicious communications
Every form of suspicious communication is designed to trick, surprise, or 
scare someone into responding before thinking. Criminals use a variety of 
communications to lure potential victims. 
The IRS warns taxpayers to be on the lookout for suspicious activity across 
four common forms of communication: email, social media, telephone, and 
text messages. 
Victims are tricked into providing sensitive personal financial information, 
money, or other information. This information can be used to file false tax 
returns and tap into financial accounts, among other schemes. 

7
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Dirty Dozen Tax Scams – Part 5

Spear phishing attacks
Spear phishing scams target individuals or groups. Criminals try to steal client 
data and tax preparers' identities to file fraudulent tax returns for refunds. 
Spear phishing can be tailored to attack any type of business or organization, 
so everyone needs to be skeptical of emails requesting financial or personal 
information.
A recent spear phishing email used the IRS logo and a variety of subject lines 
such as "Action Required: Your account has now been put on hold” to steal 
tax professionals’ software preparation credentials. The scam email contains 
a link that if clicked will send users to a website that shows the logos of 
several popular tax software preparation providers. Clicking on one of these 
logos will prompt a request for tax preparer account credentials. 
The IRS warns tax pros not to respond or take any of the steps outlined in the 
email. The IRS has observed similar spear phishing emails claiming to be 
from "tax preparation application providers."
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Dirty Dozen Tax Scams – News 
Releases

For a detailed description of each scam, please refer to the list below:
• IRS warns taxpayers of "Dirty Dozen" tax scams for 2022 | Internal Revenue 

Service
• IRS continues with Dirty Dozen this week, urging taxpayers to continue 

watching out for pandemic-related scams including theft of benefits and bogus 
social media posts | Internal Revenue Service

• Dirty Dozen: IRS urges anyone having trouble paying their taxes to avoid 
anyone claiming they can settle tax debt for pennies on the dollar, known as 
OIC mills | Internal Revenue Service

• Dirty Dozen: Scammers use every trick in their communication arsenal to steal 
your identity, personal financial information, money and more | Internal 
Revenue Service (irs.gov)

• Dirty Dozen: IRS, Security Summit reiterate recent warning to tax professionals 
and other businesses of dangerous spear phishing attacks | Internal Revenue 
Service
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Trusts
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Objectives

• Types of Charitable Remainder Trusts (CRT)
• Properly Formed CRTs

• Abusive CRTs
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Disclaimer

The information presented from the 
Internal Revenue Service is for 

educational purposes only and shall 
not be cited or relied upon as 

authority.
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What is a Charitable Remainder Trust?

• Split-Interest Trust
• Income Interest paid to a taxable beneficiary
• Charitable Remainder Interest paid to a charity at 

trust termination
• Charitable Remainder Annuity Trust (CRAT)

• Revenue Procedure 2003-53 through 2003-60
• IRC 2055(e)(2)(A)
• IRC 664(d)(1)

• Charitable Remainder Unitrust (CRUT)
• Revenue Procedure 2005-52 through 2005-59
• IRC 664(d)(2)
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CRAT Statutory Requirements

1. A periodic fixed amount of the initial net FMV of the 
trust.

2. The periodic payment must be no less than 5% and 
no more than 50% of the FMV.

3. If the non-charitable beneficiary is an individual, the 
individual must be living at the time the property is 
transferred.

4. The annuity payment must be paid for either a term 
of years (not to exceed 20 years) or for the life (or 
lives) of the designated living beneficiary(ies).
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CRAT Statutory Requirements Cont.

5. Except for the periodic payments to the non-
charitable beneficiary, the trust can only make 
payments to a qualified charitable organization. 

6. When income interest terminates the remaining trust 
assets must be paid directly to or held in trust for 
one or more qualified charities. 

7. Trust must include provisions in its governing 
instrument that prevent it from violating certain 
private foundation rules that also apply to split-
interest charitable trusts.

8. The value of the remainder interest passing to 
charity must be at least 10% of the initial net FMV of 
all properties.
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Form 5227

16 Charitable Remainder Trusts (CRT) Date



Part I – Income and Deductions
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Part II – Schedule of Distributable 
Income
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Part V-A – CRAT Information
Part V-B – CRUT Information
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Properly Formed CRT
• Assets are transferred to the trust. The trust’s basis in the 

assets is generally carryover basis for inter vivos transfers.

• No gain or loss is recognized by the donor or the trust 
when the assets are transferred into the trust.

• Charitable Contribution Deduction to Donor (subject to AGI 
percentage limitations).

• The trust must account for undistributed income and 
capital gains. 

• The trust will pay out distributions to the trust beneficiary a 
fixed annuity each year over a stated period.

• Undistributed ordinary income and capital gains are taxed 
to beneficiaries as distributions to beneficiaries are made.

• Remainder interest transferred to charity.
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Improperly Formed CRT

• Split-Interest charitable trust created.

• Basis of property is reported as the fair market value 
of the property.

• No gain or loss when contributed property is 
disposed.

• Charitable Contribution deduction taken by donor.

• Single Premium Immediate Annuity (SPIA) purchased 
by the trust.

• Proceeds from property disposition is characterized 
as return of principal with small portion being 
characterized as interest income.
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Recent Litigation

Donald Furrer and Rita Furrer v. Commissioner, T.C. 
Memo. 2022-100
• The CRATs basis in the assets is carryover basis per section 1015.

• The income earned by the trust is taxable to its income beneficiaries 
upon distribution. Only after all taxable income has been distributed 
is a beneficiary deemed to receive a nontax-able return of corpus. 

• Section 664(b) specifies distinct rules applicable to annuity 
distributions from CRATs. Thus, to the extent sections 72 and 664 
called for different treatment, section 664 would control. 

• The taxpayers were denied a deduction for the donation to charity in 
part due to failure to attach appraisal and Form 8283 to return.
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Resources

SOI Tax Stats - Charitable Remainder Annuity Trusts: 
Income and Deduction Information

SOI Tax Stats - Charitable Remainder Unitrusts: Income 
and Deduction Information

SOI Tax Stats - Charitable Remainder Unitrusts: Fair 
Market Value Asset Information

Abusive Trust Tax Evasion Schemes - Special Types of 
Trusts

Charitable Remainder Trusts | Internal Revenue Service 
(irs.gov
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https://www.irs.gov/statistics/soi-tax-stats-charitable-remainder-annuity-trusts-income-and-deduction-information
https://www.irs.gov/statistics/soi-tax-stats-charitable-remainder-unitrusts-income-and-deduction-information
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https://www.irs.gov/businesses/small-businesses-self-employed/abusive-trust-tax-evasion-schemes-special-types-of-trusts
https://www.irs.gov/charities-non-profits/charitable-remainder-trusts
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