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EMPLOYMENT TAX FRAUD BIG CONTRIBUTOR TO  
NATIONAL TAX GAP 

 
     Uncollected employment taxes contribute to a significant portion of the annual gap between taxes owed and taxes 
ultimately collected nationwide, the IRS reported May 21st.  About 95% of the federal government’s revenue is collected 
by the IRS, and 70% of that is accounted by employment taxes. 
 
     Some $20 billion of the total gap is accounted for by unreported income and approximately $5 billion has been re-
ported on employment tax returns but remains unpaid.  There are four basic types of employment fraud. The first is when 
an employer pays employees “under the table” with no withholding of taxes. Recent cases of this nature have resulted in 
jail terms ranging from 78 months to 108 months and up to $9.1 million in restitution. 
 
     A second type of fraud is called “pyramiding” and occurs when business owners pay employees, withhold taxes, but 
do not remit withheld taxes, then leave the first company and form another one with assets transferred from the first.  The 
“straw companies” used to pay employees then file for bankruptcy. 
 
     A third type of employment tax fraud involves fraudulent professional employee leasing companies. These compa-
nies collect money from clients to pay taxes but do not remit on behalf of the client. Recently, Provident Management 
Group in Salt Lake City was fined and its company officers given prison sentences ranging from 30 to 70 months. 

HE IS STILL “THE MAN” 
 
     Payday’s CFO, Marty Mandelberg, passed his 
63rd birthday in style by celebrating the 50th anni-
versary of his Bar Mitzvah. After months of re-
studying and relearning the ancient Hebrew text of 
his birth month, Marty redid his Bar Mitzvah once 
again at Ohef Sholom Temple with Rabbi Rosalin 
Mandelberg, his wife, at his side.  
 

Pictured here at the luncheon celebrating his successful “Re-
Bar Mitzvah”(from left to right)  Danny Kline, VP-Payday 
Payroll, Marty Mandelberg, Kasam Hamza, IT Director, Tom 
Grant, Packout Coordinator, Andy Kline, President 

A SURTAX ON A SURTAX??? Unemployment taxes to double? 
 
     There is a possibility employers could face a “surtax on top of the surtax” to pay for the federal American Recovery 
and Reinvestment Act of 2009, was a conclusion of the Unemployment Insurance conference held in N.C. in May. 
 
     No one could have predicted a recession of this size, so there was no way states could have anticipated the need to 
adjust employer UI tax rates and recipient benefit amounts in preparation. With record unemployment, UI taxes are ex-
pected to more than double in the next two years and stay at a much higher rate for a long period of time. Current pre-
dictions have UI taxes peaking in 2013 and remaining high for the subsequent six years. 
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FROM THE PRESIDENT 
 
     Esther and I want to thank the hardy souls who survived 
our Norfolk thunderstorms of Tuesday, June 9th and showed 
up the next night for our postponed “Annual Payday Client 
Appreciation Cruise.”  Danny, Kasam, Eric and I stood at the 
docks in the rain and lightening the scheduled night in case 
any stragglers did not get our email and phone messages of 
postponement. Sure enough, we had a great dinner downtown 
with about 14 friends who didn’t get a boat ride, but a good 
meal instead. 
 
     We want to thank Brook and Tom with the “American Rover” ( www.americanrover.com ) for a great 
night of sailing and Omar over at Omar’s Carriage House restaurant ( www.omarscarriagehouseva.com ) in 
the Freemason area of Norfolk for our catering. Both are friends and clients of Payday. You cannot beat a 
sunset sail up the Elizabeth River for a corporate outing or family gathering. Our staff looks forward to this 
event every year as we unchain them from their desks, put a Payday logo shirt on them, and allow them into 
the sunlight to meet and greet the wonderful people who keep them employed. If you want to see some 
more of the photos from the cruise, go to www.paydaypayroll.com to the “our story” link. You will see a 
“cruise photo” link there. 

Kari Snellinger with Darryl Roadcap of Road-
cap Electric on board with Kelli and Travis 
Tillson, owners of Sunday’s Tanning Resorts. 

“Payday’s own IT Director; Smooth Kasam, with 
Cameron Johnson and Terry Faulk from Jo-Kell, 
Inc” 

“Cindy and Kyle Sanders from Healthcare 
Performance” 

“Grant Goldman and TJ Murphy from Manor 
Care Management” 
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"Linda Marbach and Esther Kline manning the registration ta-
ble at the national Payroll Group convention in Denver, Co" 
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“Find the three minute HR audit and a total site dedicated to your HR needs at the “HR 
ANSWERLINK” tab on the paydaypayroll.com website. If you don’t have your log in and 
password, email helpdesk@paydaypayroll.com  to get set up. 

Consider a Roth 401(k) For Your Retirement Plan 
By Jonathan Muhlendorf, CFP® 
 
Your retirement plan should now offer the Roth 401(K) option.  
Roth 401(K)s allow contributions up to $16,500 in after-tax dol-
lars ($22,000 if you are over age 50) towards  retirement without 
any future tax burden, but you do not get the upfront tax deduc-
tion that you currently enjoy with regular 401(K) contributions.  
How do you decide which option to choose?  If you believe that 
taxes will be going up in the future then you can cut out the tax 
system altogether and invest a portion, or all of your contribu-
tions into the Roth option.   If you have already saved a signifi-
cant amount in your retirement accounts, a Roth 401(K) option is to your advantage.  All retirement plans 
should consider adding this option at the next plan update, along with a thorough review of current in-
vestment choices and plan expenses. 
 
Jonathan Muhlendorf, CFP® is a partner with Muhlendorf Shepherd Financial Group, located in Virginia Beach, VA.  His 
firm provides fee based financial planning and best in class retirement plans for business owners.  He can be reached at 757-
777-3121 or jon.muhlendorf@lfg.com. 

Jonathan Muhlendorf, CFP® 
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PAYDAY PAYROLL SERVICES is happy to announce the release of National 
Crime Search’s new:  Alias Name Background Search 

 
This new Alias Search will save you time & money! 

 
Here’s how it works: The Alias Search allows you to search all known aliases with one simple and cost-effective search. It 
uses the information obtained from the SSN Validation/Address Tracker service and automatically runs it through our national 
criminal directory. Included in this search is information on registered sex offenders 
through our Multi-State Sex Offender (MSSO) Registry Search and identification of 
known terrorists and fugitives from the Office of Foreign Assets Control (OFAC), FBI 
Terrorist List and Federal/State/Local Wanted Fugitives list. Included in the search: 
 

· Multi-State Sex Offender search on each alias name found 
· National Criminal Directory search on each alias name found 
· OFAC search on each alias name found 
· Validity of the Social Security Number provided 
· State of issuance 
· Alternate names 
· Past addresses (helpful in tracking moving patterns) 

 
The Alias Search will save you time because it retrieves and displays results instantly in an easy-to-read format. This search is 
also a great way to save money because there’s no need to run multiple searches on multiple names. The Alias Search runs all 
alias names instantly giving you more thorough search results to help you make better hiring decisions. 
 
If you haven’t signed up for our NCS background service, visit www.paydaypayroll.com now.  Register your company the 
first time for our background check service and you can go to it whenever you need to. The Alias search is only $24.95. 
 

“What you don’t know can hurt you!” 


