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Using the IRS Identity 
Protection Specialized Unit to 
reduce tax identity theft

In brief 
 
Recently, identity theft has become a 
widespread problem for the Internal 
Revenue Service (IRS) as both 
individual and corporate taxpayers are 
being targeted by identity thieves who 
file fraudulent income tax returns and 
related forms to recoup sizeable 
refunds. 
 
Launched in 2008, the IRS Identity 
Protection Specialized Unit serves as a 
way for taxpayers to report incidents 
of tax identity theft and work directly 
with the IRS to resolve their accounts 
questions efficiently. 
 
Taxpayers should work closely with 
their tax professionals and the Unit to 
ensure that any fraudulent return is 
removed from their tax account, 
certify that their legitimate return is 
processed, and prevent future harm. 
 

In more detail 
 
For the 2011 tax period, investigators 
for the US Department of the Treasury 
estimate that the IRS may have issued 
more than $5 billion in refunds to 
identity thieves who filed fraudulent 
tax returns.  However, for the same 
period, the IRS was able to detect and 
halt the processing of approximately 
940,000 fraudulent returns claiming 
approximately $6.5 billion in refunds.   
 
Although the IRS was able to deter 
more than half of the attempted 
fraudulent refunds, many identity 
thieves went undetected and 
fraudulent refunds were made due to 
the Service's current fraud filter.  In 
addition, many smaller dollar 
fraudulent returns do not score high 
enough to merit a closer review by the 
IRS.  For example, investigators 
discovered that a single address was 
used to file over 2,000 separate lower 
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dollar tax returns that resulted in $3.3 
million in refunds.   
 
Often times, taxpayers are unaware 
that they have been victimized by 
identity thieves until they receive a 
notice from the IRS stating that it has 
received a duplicate filing of a certain 
form, resulting in the Service's refusal 
to process the taxpayer's legitimate 
return.  In other cases, the IRS may 
send a notice indicating the taxpayer 
has a balance due, refund offset, or 
has had collection actions taken 
against them for tax periods in which 
they did not file a return or have a tax 
liability.    
 
Individual taxpayers are able to file 
their returns in mid-January, months 
before employers and financial 
institutions are required to submit 
withholding and income information 
to the IRS.  This lapse of time provides 
ample opportunity for the filing of 
fraudulent returns.  As a result, the 
IRS often issues refunds long before it 
can confirm the information reported 
on a taxpayer's return. 
 
The IRS Identity Protection 
Specialized Unit 
 
The IRS Identity Protection 
Specialized Unit estimates that it 
currently has nearly 700,000 open 
identity theft cases.  As a result, 
taxpayers that contact the Unit's toll-
free number to resolve tax accounts 
may face difficulty in ensuring that 
fraudulent returns are removed and 
accurate returns are posted.  For that 
reason, estimated tax payments for a 
previous tax period may languish for 
several months rather before they are 
applied to a taxpayer's legitimate 
return.  

Post-identity theft 
 
Victims of tax identity theft are 
required to immediately complete IRS 
Form 14039, Identity Theft Affidavit, 
and submit relevant documentation to 
verify identity and legitimate tax form 
filings.  Because the IRS is heavily 
burdened with identity theft cases, 
victims are typically not assigned a 
case worker for months, and many 
report having to submit Form 14039 
multiple times prior to being 
contacted by the IRS. 
 

Actions to consider  

 
Given the current case load of the IRS 
Identity Protection Specialized Unit 
and the gravity identity theft can have 
on a tax account, taxpayers should not 
simply submit IRS Form 14039 and 
wait for a representative to contact 
them.  Rather, taxpayers should work 
closely with their tax professional to 
ensure that an examiner or Taxpayer 
Advocate is immediately assigned to 
the case.  An experienced tax 
professional is able to work with the 
IRS to ensure that a fraudulent return 
is removed from a tax account within 
30-45 days, certify that the taxpayer's 
legitimate return is indeed processed, 
and prevent future harm facing the 
taxpayer. 

 

 

 

 

 

 

http://www.irs.gov/pub/irs-pdf/f14039.pdf
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For more information please contact: 

Janice Flood (312) 298-2543 janice.m.flood@us.pwc.com  

Devin Blackburn (312) 298-2521 devin.w.blackburn@us.pwc.com  

 

This document is for general information purposes only, and should not be used as a substitute for consultation with professional advisors. 
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