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Origin of Ops Wand 2

* In 2019, IRAS commenced
Investigation on a cluster

Involving around

businesses and individuals for
their suspected involvement in
the GST Missing Trader Fraud
("“MTF”) or more commonl
known as the Missing Trader
Intra Community fraud i.e.
“MTIC” in the European Union.

* Ops Wand 2 was a spin-off from
gg%her MTF investigation in




Brief Explanation of MTF

lllustration of a typical modus operandi of MTF

Egure 1: lllustration of GST Missing Trader Fraud / Carousel Fraud

MISSING TRADER!

1 _ ﬁ BUKFER

Company A imports goods and sells them for
$1mto Company B

Company A charges and collects GST of
$70,000 {output tax) from Company B

Company A disappears before paying GST of
$70,000 to IRAS.

Tax Loss
to IRAS

Overseas Customer D sells the same
4 goods back to Company A and starts the
chain or ‘carousel’ fraud.
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Company B sells the goods at 51 Smto Compan C
Company B charges and collects GST of $105,000
{output tax) from Company C

Company B deducts GST of $70,000 {input tax)
against the output tax of $105,000 in his GST return
Company B pays the net GST of $35,000 (5105,000
less $70,000) to IRAS.

IRAS received
GST of
$35,000

EXPORTER
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IRAS refunded
GST of
$105,000
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Cumpany C takes up export permitand

exports the goods to an overseas Customer D.

Exported goods are GST-free.

Company C claims GST refund of $105,000
from IRAS, i.e. GST (input tax) paid to
Company B onits purchases.

A seller upstream in the supply chain
(“Missing Trader”) deliberately fails to
account for and pay the GST (i.e.
$70,000 in this example) charged on
goods sold downstream to the
intermediary businesses - B (“Buffer”).

To ensure that the final sale of goods
is not subject to GST, the goods would
ultimately be exported by the last
business in the supply chain - C
(“Exporter”) to an overseas customer —
D, which is zero-rated (0% GST).

The Exporter then claims the GST
paid on its purchases (i.e. $105,000 in
this example) from IRAS. In doing so,
the Exporter is effectively claiming the
GST not paid by the Missing Trader
and crystallising the tax loss to IRAS.
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Findings from Investigation

* Modus operandi or MO of the fraud before Ops Wand 2 .

> MO of Syndicate before Ops Wand
2 — Large cash withdrawal by
Buffer Co where the funds are
remitted to Overseas Co.

Financial institutions (Fls) are

e

Missing Trader Buffer Co Overseas Co vigilant and questioning Buffer Co
on payments to Overseas Co.
Some FlIs even closed off bank
Nl\ accounts of Buffer Co.
Legend : E
Transaction — > CaSh
Funds
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Findings from Investigation

* During Ops Wand 2’s investigation, we noted unusual pattern in the
MO of the fraud where the syndicate set up non-GST registered
entities to move the funds through the supply chain.

Missing Trader

Legend :

Transaction —>

Funds

pe
Buffer Co

Non-GST Reg Co

o
.

Exporter

Overseas Co

(1) MO of Ops Wand 2 — Under
the guise of out-of-scope supply,
large cash payments were made
to Non-GST Reg Co where the
Non-GST Reg Co then remitted
the cash to Overseas Co.

(2) IRAS worked with local and
overseas Financial Intelligence
Unit (“FIU”) to trace funds flow.
IRAS also collaborated with Fls
to hold proceeds of crime to
cripple the syndicate’s monetary
flow.
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Findings from Investigation

« From our investigation, we believed that the non-GST registered
entities (i.e. Non-GST Reg Co) were shell companies set up to be
conduit just to facilitate the funds transfer to the overseas entities.
The syndicate attempted to add layers to the fund movements
through the use of these entities with the hope to avoid tracing.

* We believed that the Non-GST Reg Co’s role was to move the
proceeds of crime overseas so that the fraud can continue in a
circulatory manner (hence, MTF is also known as Carousel Fraud)
as well as to remit the share of “profit” for the overseas entities.

* Investigation for the predicate and money laundering offences are
still on-going. 3\
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Learning Points from Ops Wand 2

Syndicate is constantly evolving to
& beat the tax system. We must keep
up with them.

To tackle MTF, collaboration with 3
parties like other tax administrations,
Financial Intelligence Unit, financial
Institutions etc is critical.
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