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INTERNAL REVENUE COMMISSION 

 

TAX AND CORUPTION: AN ASIA-PACIFIC PERSPECTIVE 

EMERGING COUNTRY CHALLENGES AND POSSIBLE SOLUTIONS 
 

Corruption in the tax system administered by the Papua New Guinea Internal Revenue 
Commission (IRC) is a serious concern to the Tax Administration, the government, as well as 
our stakeholders.   

Corruption takes a number of forms and is attributed to forces both within the Administration 
and among our external stakeholders. Internal corruption comes in a number of forms and they 
include:- 

1. System manipulation 

Internally, officers of the Commission find the ability to manipulate the system to change 
the tax position of taxpayers. Tax liability in these cases is either reduced to nil, changed 
from a debit to a credit, or there is substantial increase in credits to allow for refunds to be 
paid out. System manipulation is attributed to weak internal controls and access levels. 
Officers found manipulating the system have often put up their defence as error in data 
entry. Other cases of system manipulation have been due to the use of passwords of 
officers who have left employment in the Commission, or serving officers colluding with 
each other and using different passwords to defraud the State.   

2. Colluding with Taxpayers 

Officers of the Commission have also been known to collude with taxpayers in engaging 
in corrupt activities through accepting of bribes, requesting gifts and soliciting favours. 
This occurs when officers get acquainted with taxpayers and compromise their positions. 
Bribes, gifts and favours arise due to a number of factors and these include:- 

a) Establishing personal relationships with the taxpayers 

b) Demanding favours or payment for service 

c) Being ignorant of the IRC Code of Conduct 

d) Officers’ style of living and personal backgrounds 

e) The Wantok System – unique to Papua New Guinea 
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Corruption is also instigated by external stakeholders and taxpayers who collude with 
officers of the Commission to defraud the State. Taxpayers are also involved in illegal 
activities which lead to corruption of the tax system. Some of these activities include:- 

a) Taxpayers changing details of company extracts at the Investment Promotion 
Authority to appoint themselves as Directors of companies as a means of changing 
bank signatures. Once the signatures have been changed, the bank account is closed 
and negates any effort by the Commission to collect outstanding tax. 

b) Taxpayers are scanning approved Tax Clearance Certificates and changing dates and 
amounts in order to transfer funds out of the country. This practice has been recently 
detected with the commercial banks alerted to refer such cases for review. There have 
been two instances of referrals by the banks where the Commission revoked the Tax 
Clearance Certificates, which were in part related to a money laundering case. 

c) Taxpayers have also been involved in objections fraud by colluding with officers of 
the Commission to fabricate objection decisions. Without the knowledge of the 
objection officers, taxpayers have presented the fabricated decisions to Tax 
Processing Officers to amend the assessments to reduce tax liability. A number of 
cases have been identified and investigations are underway to establish the facts of 
the matter and take appropriate action on parties involved. 

d) Taxpayers are also being involved in the fabrication and repeated use of same 
invoices. Many of the figures on these invoices are inflated and rounded off to clean 
numbers and this is common in the coffee industry where massive refunds have been 
paid and credits offset against other tax liability.     

 
The IRC is currently implementing its new Revenue Accounting System called Standard 
Integrated Government Tax Administration System (SIGTAS), where a lot of our manual work 
processes have been automated and we are slowly rolling out all the modules for completion by 
2019. The SIGTAS has assisted us to identify a number of weaknesses in our work processes and 
improved our ability to enhance lodgement and payment compliance as well as intelligence 
gathering, risk assessment and enforcement of tax compliance activities.  
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The system is also allowing us to detect fraudulent activities where officers have accessed 
taxpayer accounts and tampered with balances to result in the favour of taxpayers through 
reduced tax liability or credit balances. 

The system is also allowing us to track the activities of officers we suspect of being engaged in 
corrupt activities.      
The IRC has a zero tolerance policy on corruption and we have successfully investigated corrupt 
activities involving officers and have dismissed many of them because of this policy. To help 
combat corruption in the IRC, we have developed a number of strategies which include:- 

1. The establishment and implementation of a Code of Conduct which is signed by all 
officers of the IRC when they commence employment. They work and live by this Code 
of Conduct and are made fully aware of the requirements and their expectations as 
officers of the IRC during and after official duties and the consequences of breaching the 
Code of Conduct. 

2. Having our Internal Audit and Integrity Division (IAID) put in place a Fraud Awareness 
program which is conducted annually for all staff both in Headquarters and the provincial 
offices. We have also established two IAID corruption hotlines and an email address for 
reporting corrupt and fraudulent activities by officers as well as taxpayers and our 
external stakeholders. There is work in progress on a toll free line. 

3. Establishing a Commission Administrative Orders for Staff Discipline which enforces 
disciplinary requirements and application of penalties.  

4. Having our Information and Communications Technology Division (ICT) changing 
passwords on a monthly basis as we have discovered that staff use each other’s 
passwords and use passwords of those who have left the organisation to access the 
system. 

5. Developing and using an employment exit form which informs our Human Resource 
Division about departure of staff so that our ICT Division can switch off system access of 
our exiting officers. 

6. Developing a Gift Register and encouraging our officers to use this Register to record all 
gifts including money and refer these reports to our IAI Division. We recognise and 
award all officers who have reported instances of corruption a Certificate of 
Commendation. Money received through bribes is paid into taxpayer’s accounts to reduce 
their tax liability. 
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7. Use of the electronic media to inform the public about the IRC services being free and 
taxpayers should not be coerced into paying any fees for services. We take out newspaper 
advertisements and use short message services through one of our mobile service 
provider. 

8. Working with the Fraud and Anti-Corruption Squad of the Royal Papua New Guinea 
Constabulary (RPNGC) to prosecute officers and taxpayers where our investigations 
uncover that their actions are criminal in nature. We are also in discussions with the 
RPNGC to establish reserve police so our officers who become reserve police officers 
can carry out all police duties including arrest and prosecution of corrupt officers and 
stakeholders who collude with them to defraud the State. 

9. Putting up zero tolerance posters throughout our office buildings to inform and educate 
our officers and taxpayers on combating corruption. 

10. Developing a number of ant-corruption messages as pop-up messages on desktops of 
officers.       

Combating corruption is not an easy task as the process of gathering data, confirming usefulness 
of data, conducting investigations, confirming offences have been committed and taking 
disciplinary and prosecution actions is a long process. For the IRC, the strategies we have 
developed in fighting corruption in the Tax Administration are producing results. 

1. We are having more of our officers reporting instances of corruption to our IAI Division 
and these officers are being recognised and awarded Certificates of Commendation.  

2. We have terminated a number of officers for corruption related offences. 

3. The SIGTAS is able to identify instances of manipulation of the system for corrupt 
activities    

4. Fraud and corrupt activities are being detected in our Tax Operations Divisions 

5. Commercial banks are reporting fraudulent cases for IRC to deal with 

6. IRC is involved in anti-corruption activities with Transparency International of Papua 
New Guinea (TIPNG), especially the annual Anthony Siaguru Walk Against Corruption, 
and the Mike Manning Youth Development Camp. 

7. IRC also supports the general fight against corruption in PNG by educating the young 
people of PNG through Youth Against Corruption Association (YACA) programs by 
participating in awareness so they become good citizens and taxpayers in the future. 
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Other strategies we are considering to fight corruption include Circulars to officers on specific 
corruption issues as a way of education for our officers. We plan to use the media more often 
with the short message services, live radio talk back show and Television commercials. 

 

 

 

Alois Daton 
3rd April 2017 


