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Tax and Corruption Symposium 12 and 13 April 2017 

Session 1: Tax and Corruption: An Australian Perspective 

It is a pleasure to be here today to talk about our experiences with tax and corruption, and 
the concerted effort to get to grips with tax evasion and tax fraud - what we in the ATO 
sometimes call “tax crime”. 

In considering the relationship between tax and corruption, I have identified two aspects for 
us to consider: 

• First, corruption of a tax officer – specifically, someone who abuses their position to 
commit or facilitate a tax crime for personal financial gain, or whom is coerced by 
criminals. 

• Second, tax crime committed on the tax system by taxpayers in the system, or 
criminals hiding outside of the system or pretending to be someone else in the 
system. This behaviour is often facilitated by what might be called ‘corrupt’ tax 
advisers – people who hold a position of trust and ought properly be stewards of the 
tax system.  

Ultimately, both of these ‘tax crime’ occurrences will have impacts on the community’s 
confidence in the tax system and subsequently, their future engagement. The administrator’s 
own ability to remain and act equitably, fairly, professionally and without bias through the 
actions of its staff is imperative. If the community sees or perceives that the administrator 
isn’t able to perform its role with integrity it will taint their view, not only of the administrator 
but also the system, and as such will lead to disengagement.  

Today I will focus on the how the ATO approaches tax crime committed by taxpayers. We 
will look at some of our risk management strategies and then run through a few case 
studies. As for the ATO’s approach to corrupt tax officers, I will leave that to my colleague 
Bronwen Adams to address as part of her contribution to session four. 

 

I think it is fair to say that most tax administrations face broadly the same challenges when 
considering tax crime. What distinguishes countries around the world is the mixture of issues 
they face and their relative preparedness or capability to deal with their respective issues. 

Tax crime, being serious tax evasion and fraud, occurs when people abuse the tax system 
through intentional and dishonest behaviour with the aim of obtaining a financial benefit. It 
involves deceptive conduct and its primary driver is greed. 

Tax crime participants are becoming increasingly adept at evolving their business models to 
exploit technology and commit cybercrime as well as exploiting vulnerabilities and loopholes 
within the regulatory environment to avoid detection. 

The balance between securing our systems and supporting improved client interactions and 
experiences remains a tension point for the ATO as we move further into the digital 
environment. On the one hand, we want to make it as simple as possible to register and deal 
with us; whilst on the other hand, we need to make sure there are enough integrity checks in 
our systems to protect us against identity theft and subsequent tax crime. 

With the increasing sophistication of arrangements used by tax crime participants, coupled 
with the concept of a borderless global business environment and advancements in 
technology, the legal and administrative framework in which the ATO operates can be a 
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determining factor in our ability to effectively mitigate tax crime. Here we look to the 
ratification of treaties and information sharing protocols as a vital element to deter tax crime, 
particularly tax evasion. 

Additionally, tax agents and other professional facilitators who abuse their position of trust 
remain a risk for the ATO. We and the Tax Practitioners Board have a number of tools to 
deter and treat bad behaviour, including promoter penalty laws and disqualification powers. 

  

I will now further explain some of the strategies or “controls” we rely on to mitigate tax crime. 
We categorise these in terms of Systems, Law Reform, Working with Partners, 
Communications, Compliance and Staff Capability. 

‘Systems’ includes those systems the ATO manages that provide client or taxpayer access, 
but also those that are maintained by our partner agencies or external parties. Our goal here 
is to provide a secure connection for our clients, that is easy to use, yet ensures that only the 
right or authorised person is using that access. Similarly, we share access through portals 
with our partner agencies, and we work with them to incorporate our security requirements 
into the design and build of these services. 

We also work with our external stakeholders such as tax agents to improve the manner in 
which they capture and report data to the ATO. The benefits of this approach is that they 
need only focus on the information that we need, and as we move into more shared 
arrangements with our partner agencies, this reporting process will serve many regulatory 
needs. It also allows the ATO to work with the reporting entities to improve the integrity and 
reliability of the data they provide – which is vital for our data matching and analytics 
programs. 

‘Law reform’ includes the legislative framework and our implementation of the surrounding 
administrative processes. The intent here is to ultimately remove opportunities for tax crime 
by removing ambiguity in the law. In addition we aim to strengthen our ability to access and 
share information, thus enabling us to work more collaboratively with other agencies and 
fostering greater transparency. 

‘Working with partner agencies’ may entail working within a taskforce environment where 
we are able to more actively utilise the respective strengths of the member agencies to deal 
with risks where we hold a common interest. The taskforce may be informal or prescribed by 
law, which can provide increased ability to share information (such as the Project Wickenby 
Taskforce or more recently through our involvement in the Fraud and Anti-Corruption Centre 
by being a member on the Serious Financial Crimes Taskforce).  

We also actively work with industry stakeholders to understand how tax crime impacts their 
environment in order to design better strategies to address the risks. Where industry are 
able to support us through their own practices, such as considering our views in developing 
their customer due diligence checks, the benefits can be twofold. Our ability to identify 
criminal participants and recover funds has increased, and industry’s exposure to fraud and 
associated costs is reduced. 

A well-defined ‘communications’ strategy is also a vital element in addressing tax crime 
risks, from providing assurance to the wider community about our approach to manage tax 
crime, to more targeted approaches aimed at specific groups of (tax) crime participants 
highlighting how we view their behaviour and our ability to identify them. 
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A central element to our approach in dealing with tax crime is a well-developed and 
differentiated ‘compliance’ (enforcement action) plan. We use approaches that decisively 
deal with those who have taken a position to purposely and actively commit (tax) crime, such 
as covert audits, investigations and prosecutions. We also use approaches designed to 
encourage those on the “border” to reengage with the system, thereby building towards a 
sustainable compliance position underpinned by improved voluntary compliance. 

Well skilled and equipped staff is critical to our ability to achieve success. We have 
programs designed to improve the core compliance skills of audit, investigations and 
prosecutions. In addition, we have programs designed to improve the identification and 
analysis of intelligence and risk. 

Depending on how or where we view the greater tension in the risk environment, we apply 
the appropriate control in the manner required to address that risk. 

 

I will now turn to a few case studies to demonstrate some of the challenges we face, the 
approaches taken and the outcomes achieved: 

  

Case Study One – Trusts taskforce matter involving a tax professional 

Summary Themes 

Used sophisticated tax and banking  knowledge 
to perpetrate fraud Protecting the tax system 

Offender received $9m and found guilty of  
conspiring to cause a loss, or the risk of a loss,  
to the Commonwealth of $135m 

Tackling tax evasion 

HMRC credited ATO intelligence with saving the 
UK £50 in lost revenue Working with partners 

11 year sentence, 7 years non-parole  

Background 

Mr D was aged 52 years at the time of sentencing for participation in a complex tax fraud 
and money-laundering operation. He was a highly experienced tax professional and former 
principal of a Big 4 accounting firm. Mr D’s criminal activity included lodging $450m in false 
depreciation claims relating to the purported acquisition of three legitimate medical 
technologies. These “losses” were required to offset trust income generated from a number 
of asset sale and leaseback arrangements that were entered into with third parties, largely 
for the purposes of obtaining a financial benefit through loss trafficking.   

Our action 

Mr D’s activity was initially detected as a result of intelligence gained from another ATO 
investigation. Additional suspicions were raised when ATO intelligence systems, in 
collaboration with the Trusts Taskforce, Serious Financial Crime Taskforce and Criminal 
Assets Confiscation Taskforce, detected a large disbursement of funds from trusts held with 
a major bank to entities that had not lodged tax returns.  Following the execution of search 
warrants, Mr D was arrested in May 2012 on charges of conspiring to dishonestly cause a 
loss to the Commonwealth and conspiring to deal with the proceeds of crime.  
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Outcomes 

On 20 March 2015, Mr D was sentenced to 11 years imprisonment, with a minimum non 
parole period of 7 years. Justice Beech-Jones found that the amount dealt with in giving 
effect to the conspiracy was $63.7m, with Mr D receiving $19m and causing a loss to the 
Commonwealth of approximately $135m. In implementing the contrived scheme, Mr D was 
found to have dealt with the proceeds of crime by using accounts in overseas secrecy 
jurisdictions. On 16 December 2016 the High Court refused special leave to appeal. Mr D’s 
co-accused faces a separate retrial in April 2017. This matter was the largest tax fraud 
prosecution undertaken by the CDPP and resulted in the longest tax fraud and money-
laundering sentence. 

Additionally, ATO partner intelligence established that Mr D had also collaborated with 
offshore banking institutions to issue a prospectus for a proposed float in the UK in relation 
to a similar leaseback scheme for tankers.  The ATO notified HMRC, who subsequently 
credited the ATO with saving the United Kingdom £50 million in lost revenue. 

Key messages for the community: 

Representatives of the community have told us that they want to see ATO interactions that 
are based on behaviours and when those who seriously abuse the system are identified, 
they ought to be dealt with firmly. 

Judiciary comments supported this in this case: 
“… [t]he need for sentences in cases of serious revenue fraud such as this must reflect the 
need for denunciation, as well as general and personal deterrence. … Those tempted to 
engage in large scale tax fraud constitute a class of offenders who are inherently likely to be 
saved from offending by the prospect of prosecution and incarceration for a substantial 
period of time.” 

Our media messaging included: The community can take confidence that the ATO works 
closely with key partners and deals firmly with those who hide behind opaque structures.  

 

Case Study Two – GST refund fraud involving an ex-ATO employee 

Summary Themes 

Used detail knowledge to perpetrate fraud Sophisticated analytics 

Egregious use of trust to commit $1.2m GST 
fraud Protecting the tax system 

7 years  with 3 years non-parole Tackling tax crime 

Although the fraud was committed when the offender no longer worked for the ATO, he did 
use his knowledge of our internal workings in attempting the fraud. 

Background 

Mr Andrew Christopher Hurst was a former ATO customer service officer and child support 
agency financial investigator who used his detailed knowledge of ATO operations and fraud 
methodologies to commit a sophisticated GST refund fraud. 
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Mr Hurst established a fake podiatry business as he knew from his previous employment at 
the ATO that its sales were GST free and he would not have to lodge sales in a BAS. He 
also lodged fraudulent tax returns and kept his claims under $20 000 to try avoid detection. 

Our action 

A GST refund claim amount for $14,460 generated a “risk hit” in the ATO’s risk detection 
models and created an audit referral. The ATO concluded that there was no evidence of 
business activity and there was no record of Mr Hurst practicing as a podiatrist or operating 
a medical centre. 

The ATO raised debts of $2.2m ($1.2m reduced BAS credit and $1m in penalties) against Mr 
Hurst’s sole trader ABN and $760k ($400k reduced BAS credit and $360k administrative 
penalty) against his trust. 

Outcome 

Mr Hurst was prosecuted and received a 7 year sentence with a non-parole period of 3 
years. 

Key messages for the community: 

The community can take confidence that the sophisticated analytics employed by the ATO 
are constantly updated, refined and recalibrated, and even individuals with comprehensive 
knowledge of ATO operations and fraud models are detected and prosecuted.   

Judge Long commented that Hurst had cynically and substantially abused the trust reposed 
in business by the tax system and sentenced him accordingly. 

 

Case Study Three – identity crime attempted $1.3m fraud 

Summary Themes 

Part of syndicate Sophisticated analytics 

Used position and knowledge to perpetrate fraud Protecting the tax system 

Over 200 fraudulent returns lodged through 3 
registered agents – over $1.3m in refunds Tackling tax crime 

First offender found guilty of causing a loss to 
the Commonwealth – 3 years imprisonment Working with partners 

Second offender found guilty of money 
laundering offences – 2 years imprisonment  

Background – first offender 

Ms Pornpat Chuensukjit (PC), 30 years, approached several Sydney based agents to lodge 
tax returns on behalf of purported clients of her migration and education services business.  
PC explained that many of her clients could not speak English and she wanted to arrange 
the lodgements as an additional service. The tax agents agreed to lodge the returns on 
condition she provided the necessary documentation. Between July and November 2010, 
PC lodged a total of 219 fraudulent ITRs for the 2010 income year. Other than a correct 
name, TFN and date of birth, all other details relating to the purported individuals who had 
lodged the returns were false, with many being foreign national temporary residents  and 
students that had already departed Australia. 
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Our action 

The ATO refunded $666,294.34 via EFT transfer as a result of the fraudulent lodgments.  
ATO risk models withheld a further $675,694.36 in refund payments relating to 105 of these 
lodgments and a number of these returns were referred for audit.  A further risk model 
detected that several tax agents in Sydney had unusually high instances of rejected income 
tax returns.  

An ATO analysis of bank account data established that on a number of occasions more than 
one refund was deposited into the same bank account and when auditors were able to 
contact some of the purported taxpayers, they all denied knowledge of the ITR lodgement, 
PC and the tax agents. 

Outcomes 

On 10 June 2016 a jury found PC guilty of multiple counts of causing a loss, and the risk of a 
loss, to the Commonwealth.  In March 2017 PC was subsequently sentenced in the NSW 
District Court to three years jail for three counts of refund fraud.  The CDPP could not 
progress with offences of obtaining, and attempting to obtain, a financial advantage by 
deception as no bank accounts were in PC’s name and, accordingly, it could not be 
established that she obtained a financial advantage from any of the paid refunds. 

Background – second offender 

Kritsakul Thavapitak (KT) is a Thai born naturalised Australian citizen who used the identities 
of 13 taxpayers to defraud the Commonwealth. The activity was detected as a result of an 
ongoing joint ATO/AFP investigation, which included an investigation into the activities of Ms 
Pornpat Chuensukjit (related prosecution). 

Our action 

ATO risk models identified that 217 suspect income tax returns for the 2010 income year 
were attributable to three tax agents in the Sydney area. These suspect returns stemmed 
from a series of crime syndicate refund frauds committed against the ATO which involved 
the lodgement of false income tax returns on behalf of unknowing or unwitting taxpayers. 
The charges against KT only related to 13 of these returns and once the activity was 
detected, the ATO and its partner agencies moved quickly to stop further refunds from 
issuing.  

The three agents received bulk returns from parties claiming to represent organisations that 
needed to lodge a large number of tax returns on behalf of clients who could not lodge 
themselves, primarily due to language barriers.  The agents never established any contact 
with the actual taxpayers.  

Outcomes 

In November 2016, KT was found guilty in the NSW District Court of money laundering 
offences, namely dealing with the proceeds of crime and he was ordered to pay reparation of 
$82,879 to the Commonwealth.  He was sentenced to two years imprisonment and will be 
eligible for parole after serving 15 months (matter is currently on appeal as the defendant is 
disputing both the conviction and sentence).  
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Key messages for the community: 

The community need to know we are capable of conducting major compliance operations to 
disrupt organised crime’s use of identity theft to commit tax fraud and, in doing so, maintain 
the security and integrity of Australia’s tax and superannuation systems. 

We use sophisticated analytics and data modelling to detect fraud and we can work quickly 
with our partner agencies to arrest and charge those who deliberately attack the system.  

We also efficiently use our resources by leveraging off existing cases to achieve additional 
results.  The intelligence in this case also led to the prosecution of Mr Thavapitac & the Tax 
Practitioners Board’s sanctioning of three tax agents. 


