
I.   Policy Problem: Each year the Delaware State Government loses substantial revenue, untold millions, to the illegal, underground economy.  

· Employers operating “off the books” and “under the radar” avoid paying state income tax, unemployment tax, workers compensation and other fees and assessments required by law.    

· Nationwide, it’s estimated that the underground economy costs federal and state governments up to $500 billion per year.   This is a serious, growing problem that harms the government, consumers, workers and every honest business that plays by the rules. 
· Right now, every taxpayer, individual or business, pays a great deal more than they should in order to subsidize the non-payment or underpayment of million of dollars in taxes by parties who cheat the government though illegal enterprises.       
II.   Proposed Legislation: To combat this problem, better law enforcement tools, especially private whistleblower lawsuits, are needed to detect, expose and prosecute the illicit gains of the underground economy.  
· Existing Delaware law already provides the State Government with a vital weapon for fighting fraud in the context of government contracting – the Delaware False Claims Act (FCA) DEL. CODE. ANN. tit. 6, Sec 1201 et seq. (2000).  
· To combat the underground economy, the Delaware FCA should be extended to cover state income tax fraud and unemployment fraud.  Such legislation would apply the same basic features of the State FCA law to these other fraudulent acts.

· FCA laws are based on a simple premise – reward and compensate whistleblowers that expose wrongdoing.  Under these laws, whistleblowers are awarded from 15% to 30% of the recovery of the illicit gains recovered in legal actions under the statute. To date, the Federal FCA has recouped $20 billion for the federal treasury.  
· An expanded Delaware FCA, as proposed here, would give any person with knowledge of tax or unemployment compensation fraud a major incentive to expose unlawful activity.  As with the State’s existing FCA, private law enforcement actions would first have to be filed with the State’s Attorney General for review and dismissal of baseless claims.     
· An expanded FCA for Delaware would represent sound public policy and serve multiple worthy purposes by: a) promoting exposure and prosecution of serious fraudulent activities; b) creating a major deterrent to future violations; and c) restoring a level playing field for honest businesses that play by the rules.  
· Policy Precedent: In 2006 the Federal FCA was amended to extend to federal tax fraud, thus providing significant public policy precedent for this matter.  As with federal law, the focus of an expanded Delaware FCA should be on serious cases, e.g., over $100,000. 
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