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[bookmark: _GoBack]CHAPTER 400 – INVESTIGATIONS

(400)-460     Tax Refund Check Investigations 

[bookmark: Overview_460_1]460.1   Overview.
This section establishes Office of Investigations (OI) policy and procedures regarding the investigation of stolen tax refund checks, issued by the U.S. Department of the Treasury.

· Authority
· Check Fraud Intakes
· Criteria to Open a IRS Refund Lead or Investigation 
· Applicable Federal Statutes
· Tax Refund Check National Coordinator
· Bureau of the Fiscal Service
· Competitive Equality Banking Act of 1987
· Identifying a U.S. Treasury Check
· Categories of Check Fraud
· Evidence
· Calculating the Intended Loss and the Actual Loss
· Restitution and Identifying Victims
· Treasury Office of Inspector General
· Spurious Checks

460.1.1   Acronyms Table.

[bookmark: Authority_460_2][bookmark: Authority]460.2   Authority.
OI’s authority to investigate tax refund check fraud is established by the Inspector General Act of 1978, as amended, and is further described in Treasury Order 115-01.

OI will only initiate leads (i.e., proactive analysis of potentially fraudulent activity to develop evidence of a crime) or investigations if the alleged check or payment fraud involves tax refund checks, Internal Revenue Service (IRS) check numbers, or checks that pertain to Federal tax administration.  TIGTA special agents (SAs) shall not investigate matters that do not involve the programs and operations of the IRS.  This type of investigation must have a clear nexus to Federal tax administration.  Misuse of the Treasury symbol on a check alone is not sufficient to justify initiating an investigation unless it involves a tax refund check.

[bookmark: check][bookmark: Check_Fraud_Intakes_460_3]460.3   Check Fraud Intakes.
Due to the volume associated with IRS refund check fraud, SAs are not required to enter every allegation of IRS refund check fraud into the Criminal Results Management System (CRIMES), except when the complaint is received from an IRS employee or the impacted taxpayer.

Before entering an intake into CRIMES, the SA must confirm that the check has not been included as part of an existing lead, intake or investigation.  The spreadsheet, “TIGTA Identified Checks (1-2015 to Present),” is a list of all allegedly fraudulent checks identified by OI.  This spreadsheet, which is maintained by SDS personnel, is available for review to OI employees, who have an official need to know, in the IRS Check Fraud Database, which is located on the Check Fraud SharePoint page.  When SDS identifies a fraudulent check, SDS will add the information to the check fraud database.

[bookmark: criteria][bookmark: Criteria_Open_460_4]460.4   Criteria to Open an IRS Refund Lead or Investigation.
OI will only initiate investigations involving IRS programs and operations as described under Section 460.2.  Often times the Agency directing BFS to issue a Treasury check is annotated on the face of the Treasury check.  In circumstances where the Agency directing BFS to issue the check is unclear, contact the refund check National Coordinator (NC) for guidance.  Additionally, if the alleged fraud involves both tax refund and non-tax refund checks (e.g., Social Security Administration checks), OI may initiate a lead or investigation solely to investigate the tax refund check as OI has no jurisdiction to investigate the non-tax refund check.

If the SA, in consultation with his/her Assistant Special Agent in Charge and the NC (if necessary), determines that an investigation should be initiated, the SA shall initiate a Request Assistance Form (RAF) in CRIMES for Strategic Data Services (SDS) assistance after opening an investigation. 

[bookmark: Federal_Statutes_460_5][bookmark: statutes]460.5   Applicable Federal Statutes.
Multiple Federal statutes may be applicable to check fraud.  Title 18 U.S.C. § 510, Forging endorsements on Treasury checks or bonds or securities of the United States, identifies Treasury check fraud as a felony (and as a misdemeanor if the aggregate value is $1,000.00 or less).

The following Federal statutes may also be applicable to U.S. Treasury check fraud cases:

· 18 U.S.C. § 1708, Theft or receipt of stolen mail matter generally;
· 18 U.S.C. § 1709, Theft of mail matter by officer or employee;
· 18 U.S.C. § 1341, Frauds and Swindles;
· 18 U.S.C. § 1343, Fraud by Wire, Radio, or Television; and/or 
· 18 U.S.C. § 1344, Bank Fraud.

[bookmark: National_Coordinator_460_6][bookmark: NPM]460.6   Tax Refund Check National Coordinator.
The tax refund check NC is a SA assigned to SDS.

The NC’s primary responsibilities include:

· Function as OI’s tax refund fraud subject matter expert;
· Perform liaison activities with the Bureau of the Fiscal Service (BFS) and the Treasury Office of Inspector General (Treasury OIG);
· Develop and deliver training and briefings for both internal and external audiences;
· Identify check fraud activity for potential proactive lead development based on investigative potential and agency resources;
· Ensure that RAFs for tax refund check fraud analysis are completed in a timely manner;
· Monitor the inventory of tax refund check RAFs and leads; and
· Coordinate the assignment of tax refund check RAFs and leads.

[bookmark: BFS_460_7][bookmark: BFS]460.7   Bureau of the Fiscal Service. 
BFS is responsible for managing the financial operations of the U.S. Government’s Executive Branch, including the printing and mailing of U.S. Treasury checks.  BFS is also responsible for processing and approving requests for replacement checks.  BFS provides OI access to the Treasury Check Information System (TCIS), the database containing all U.S. Treasury check and Automated Clearing House (ACH) payments.  The NC is TIGTA’s primary liaison with BFS.  All requests for BFS assistance will be coordinated through the NC.

[bookmark: TCIS]460.7.1   Treasury Check Information System.   TCIS contains negotiated check images, payee information (including the Taxpayer Identification Number (TIN), name, and address), and the Bank of First Deposit (BOFD) routing number.  The BOFD identifies the financial institution that submitted the check to the Federal Reserve Bank for payment.  By using TCIS, OI personnel with an official need to know, are able to retrieve all tax refund payment data and check images by check number or TIN.  OI personnel, with an official need to know, may request TCIS access by contacting the NC.

460.7.2   TCIS Limitations.   Some investigations, such as those investigations with multiple counterfeit checks bearing one identical check number, require BFS assistance to obtain the check images because TCIS only retrieves one image per check number.  

TCIS queries are limited to the TIN and the check number.  TCIS does not allow the user to query any other data fields (e.g., name, address, BOFD).  

Note:  TCIS identifies which agency issued a check, but does not specify why an agency issued the check.  The purpose of the check is often included on the memo line of the check.  Using IRS and TIGTA resources, SDS can confirm which tax filing generated a particular tax refund check.

460.7.3   Availability of TCIS Payment Data and Check Images.   SDS can obtain check images from TCIS for tax refund checks issued within the past seven years.

460.7.4   Requests for Non-Tax Refund Check Data from Law Enforcement Agencies.   Requests for non-tax refund check data will be referred via the NC to the Treasury OIG.

460.7.5   Requests for IRS Refund Check Data from Law Enforcement Agencies.  TIGTA will not be a conduit for other law enforcement agencies (LEA) to gain access to U.S. Treasury check information.  TIGTA’s access to and disclosure of return information, which by definition, includes the information on the front of a tax refund check, is governed by 26 U.S.C. § 6103.  Investigative disclosures of information are discussed in Chapter (400)-70; the disclosure rules for return information as codified in 26 U.S.C § 6103 are discussed in Chapter (700)-50; and the procedures to release a Report of Investigation (ROI) to another agency are discussed in Chapter (700)-70.

[bookmark: CEBA_460_8][bookmark: CEBA]460.8   The Competitive Equality Banking Act of 1987.
Section 1002 of The Competitive Equality Banking Act (CEBA) of 1987, codified at 31 U.S.C. § 3328, states that U.S. Treasury checks may be negotiated “within 12 months after the date on which the check was issued.”  Therefore, U.S. Treasury checks expire on the last day of the twelfth month after the check was issued.  For example, a check issued on March 12, 2016, can be cashed up to, and including, March 30, 2017.  

Prior to February 1988, U.S. Treasury checks did not expire.  The IRS uses the term “Limited Payability” to refer to any expired U.S. Treasury check.

[bookmark: Identifying_460_9][bookmark: Identifying]460.9   Identifying a U.S. Treasury Check.
To be considered a U.S. Treasury check or to be processed as a U.S. Treasury check, the check, whether authentic, altered, counterfeit, or forged, must include the U.S. Treasury routing number, ********2*******, in the Magnetic Ink Character Recognition (MICR) line.  All authentic tax refund checks are U.S. Treasury checks.  All tax refund checks are printed by BFS.

460.9.1   Example of a Genuine Tax Refund Check.  *****************2*****************.  *************************************2***************************:

**********************2************************:

	***********2*************
	***********2*************

	***********2*************
	***********2*************

	***********2*************
	***********2*************

	***********2*************
	***********2*************

	***********2*************
	***********2*************

	***********2*************
	***********2*************

	***********2*************
	***********2*************

	***********2*************
	***********2*************

	***********2*************
	***********2*************

	***********2*************
	***********2*************

	***********2*************
	***********2*************

	***********2*************
	***********2*************

	***********2*************
	***********2*************

	***********2*************
	***********2*************




460.9.2   Magnetic Ink Character Recognition Line.   ******************2****************
************************2*********************************.  ******************2***********:

· **********************2*************************************; 
· **********************2*************************************; 
· **********************2*************************************; and
· ****************************************2***********************************************
****************************************2***********************************************
**************************************2*************************************************

*********************************************2***********************************************
*********************************************2***********************************************.

**2**:  *****************************************2***********************************************
*******************2*******************.

460.9.3   Other Features of Tax Refund Checks.   **********************2****************
**********************************************2*************************************************
*****************************2**************************.

**********************************************2**************************************************:

· *****************2************************;
· *****************2************************;
· *****************2************************;
· *****************2************************; and
· *****************2************************.

460.9.3.1   Common Master File Tax (MFT) Codes on Tax Refund Checks.   ****2**** *****************2***********************: 

	****2*****
	*********2********

	****2*****
	*****************************2********************************

	****2*****
	*****************************2********************************

	****2*****
	*****************************2********************************

	****2*****
	*****************************2********************************

	****2*****
	*****************************2********************************



******************************************2**************************************************************************2**********************.

460.9.3.2   Agency Location Codes (ALC) on Tax Refund Checks.   ********2************
*************************************************2*************************************************
*************************************************2**************************************************************************************************.  

**************************************************2************************************************
**************************************************2**************************************************************2*****************.

**************************************************2************************************************:

	********2********
	********2********
	********2********
	********2********

	********2********
	********2********
	********2********
	********2********

	********2********
	********2********
	********2********
	********2********

	********2********
	********2********
	********2********
	********2********

	********2********
	********2********
	********2********
	********2********

	********2********
	********2********
	********2********
	********2********

	********2********
	********2********
	********2********
	********2********

	********2********
	********2********
	********2********
	********2********

	********2********
	********2********
	********2********
	********2********

	********2********
	********2********
	********2********
	********2********

	********2********
	********2********
	********2********
	********2********

	

	***************************2**********************************
	********2********

	***************************2**********************************
	********2********




460.9.4   Authentic Images.   ****************************2***********************************
**************************************************2**********************************************
**************************************************2**********************************************
*************2**************.

460.9.5   Stop Payments on U.S. Treasury Checks.   *****************2****************
*********************************************2************************************************
*********************************************2************************************************
**************2***************.  

[bookmark: Categories_460_10][bookmark: Categories]460.10   Categories of Check Fraud.
SDS classifies check fraud into three categories: 

· Altered; 
· Counterfeit; and 
· Forged.

460.10.1   Altered Tax Refund Checks.   Any authentic (original) tax refund check bearing any data (name, address, check symbol or serial number, date, amount, ALC, etc.) that does not match the information as printed on the authentic check.

460.10.2   Counterfeit Tax Refund Checks.   Any check bearing the U.S. Treasury routing number, *****2*****, that is not an authentic tax refund check.  This category includes personal or business checks printed with the U.S. Treasury’s routing number as well as checks printed to resemble an authentic tax refund check.

460.10.2.1   Identifying an Altered or Counterfeit IRS Refund Check.   In order to confirm if an altered or counterfeit tax refund check includes a check number, contact the NPM (or any SA/analyst with TCIS access), who will query the check number in TCIS to verify that the check number is associated, or will be associated, with an IRS ALC.

Counterfeit checks with incomplete check numbers (e.g., a serial number without a symbol) are not be considered a counterfeit tax refund check.  In this instance, the NC will refer the allegation to Treasury OIG.  TIGTA SAs shall not investigate matters that do not involve the programs and operations of the IRS having a clear nexus to Federal tax administration.

460.10.3   Tax Refund Checks with a Forged Endorsement.   Checks negotiated with a forged endorsement, a signature that is not the genuine signature of the intended recipient, are called “Paid over a Forged Endorsement.”  

460.10.3.1   Identifying a Forged Endorsement.   Upon receipt of a claim for a replacement check from a victim, a BFS analyst will determine if a signature has been forged.  If BFS confirms that an endorsement is not genuine, SDS classifies these checks as forged.

An investigation may involve allegedly forged checks that have not been reviewed by BFS because a claim for a replacement check from a victim has not been filed.  In this case, an SA may submit signature exemplars to the TIGTA Forensic and Digital Science Laboratory (FDSL) as outlined in Section 200.13.  


[bookmark: Evidence_460_11][bookmark: Evidence]460.11   Evidence.
Tax refund and counterfeit tax refund checks obtained during the course of an investigation are evidence and should be handled in accordance with Section 190.

460.11.1   Outstanding Checks Held as Evidence.   If an SA secures outstanding U.S. Treasury checks as evidence, the SA should send the NC a listing of these checks.  The NC will inform BFS via memorandum that the checks will be held as evidence.  After confirming that the checks have not been negotiated, BFS will cancel the checks and issue replacement checks to the taxpayer.

460.11.2   Negotiated Checks Held as Evidence.   If an SA secures tax refund checks that have been negotiated (e.g., from a financial institution or from a search warrant), the SA should send an RAF to the FDSL for analysis of physical forensic evidence, such as fingerprints, as outlined in Section 200 and submit an RAF to SDS for further analysis of the questioned check(s), including whether a forgery claim has been filed and a replacement check issued.  

460.11.3   Banks Accept Electronic Check Images for Deposit.   *************2***********
*************************************************2*************************************************
*************************************************2*************************************************
*************************************************2*************************************************
*********************2******************************.

460.11.4   Disposal of Evidence.   Evidence should be disposed in accordance with Section 190.11.  IRS refund checks held as evidence should be returned along with a memorandum to BFS with a Form 3210, Document Transmittal, to:

Bureau of the Fiscal Service
Philadelphia Financial Center
Attention: Custodian of Records
13000 Townsend Road
Philadelphia, PA 19154
Tel. 855-868-0151

Before returning the checks to BFS, contact the NC who will provide the SA with a transmittal memorandum and notify BFS to expect the package.

[bookmark: Loss_460_12][bookmark: Loss]460.12   Calculating the Intended Loss and the Actual Loss.
The United States Sentencing Commission Guidelines Manual, § 2B1.1 states that “Intended loss means the pecuniary harm that the defendant purposefully sought to inflict,” and, “Actual loss means the reasonably foreseeable pecuniary harm that resulted from the offense.”

For sentencing purposes under § 2B1.1, the “General Rule” states that the “loss is the greater of the actual loss or the intended loss.”  The actual financial loss from check fraud is the amount of cash actually obtained by the subject.  For example, if a subject deposits an altered $5,000.00 tax refund check, and the bank allows him or her to withdraw $3,000.00 cash before freezing the funds, the intended loss is $5,000.00, and the actual loss is $3,000.00.

[bookmark: Restituation_and_ID_Victims_460_13][bookmark: Victims]460.13   Restitution and Identifying Victims.   
****************************************************2*********************************************
****************************************************2*********************************************
****************************************************2*********************************************
****************************************************2*********************************************.

****************************************************2*********************************************
****************************************************2*********************************************
*********************2*******************:

	******2******
	******2******
	******2******
	******2******

	******2******
	******2******
	******2******
	******2******

	
	******2******
	******2******
	******2******

	
	
	
	

	******2******
	******2******
	******2******
	******2******

	
	
	
	

	******2******
	******2******
	******2******
	******2******

	
	
	
	

	******2******
	******2******
	******2******
	******2******



***********************************************2**************************************************
***********************************************2**************************************************
********************2******************************:

	******2******
	******2******
	******2******

	******2******
	******2******
	******2******

	******2******
	******2******
	******2******

	******2******
	******2******
	******2******



***********************************************2**************************************************************************************************2**************************************************
***********************************************2**************************************************
***********************************************2*************************************************.


460.13.1   Sending Restitution Payments.   The address for restitution payments to the IRS is contained in Section 280.10.4.

The address for restitution payments to BFS (for the CFIF) is:

	Bureau of the Fiscal Service
Attention:  Accounting
13000 Townsend Road
	Philadelphia, PA 19154
Tel. 855-868-0151

[bookmark: OIG_460_14][bookmark: OIG]460.14   U.S. Treasury Office of Inspector General.  
As the agency with oversight responsibilities for U.S. Treasury offices and bureaus, including BFS but not including the IRS, the Treasury OIG also investigates allegations of U.S. Treasury check fraud that does not pertain to the programs and operations of the IRS.

Treasury Directive 40-01, states, in part, “[Treasury OIG] is authorized to conduct, supervise and coordinate timely and appropriate audits and investigations relating to the programs and operations of the Treasury including all of its bureaus and offices, with the exceptions set forth above regarding the work of TIGTA and SIGTARP [Special Inspector General for the Troubled Asset Relief Program].”  Treasury Directive 40-01 further defines the scope of the OIG’s responsibilities, “Programs, operations, events and matters arising in or concerning the Internal Revenue Service (IRS), the IRS Office of Chief Counsel, or the IRS Oversight Board, are within the sole audit, investigative, and other oversight jurisdiction of the TIGTA.”  

Treasury Directive 40-01 grants the OIG authority to access tax information in accordance with the provisions of 26 U.S.C § 6103.

[bookmark: Spurious_Checks_460_15][bookmark: spurious]460.15   Spurious Checks.
***********************************************2***************************************************
***********************************************2**************************************************************************************************2***************************************************
***********************************************2***************************************************
***********************************2***********************************.

***********************************************2***************************************************
***********************************************2**************************************************************************************************2********************************:

***************2************************
***************2************************
***************2************************
***************2************************
***************2************************

***********************************************2***************************************************
***********************************************2*******************************************************************2*****************.

460.15.1   Spurious Checks Included in the Value of the Intended Loss.  The United States Sentencing Commission Guidelines Manual, § 2B1.1, states the value of a spurious check is included in the calculation of the intended loss.

460.15.2   The U.S. Postal Inspection Service and Office of Inspector General.  SAs should include the U.S. Postal Inspection Service and/or U.S. Postal Service Office of the Inspector General in cases involving the alleged theft of IRS refund checks from the mail.  A discussion of disclosures in connection with joint investigations involving return information is included in Chapter (400)-70.7.1.
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