MAKING A KILLING
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The Whiffy Fish company
in country A has a boatful of
top-quality fresh shrimps to sell.
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Whiffy Fish, however, is looking
to evade paying export taxes and
also wants to reduce its income tax
by reducing recorded profits.

Import company We Love
Shrimp, based in country B,
agrees to purchase these shrimps
for $50,000.
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Shady Shell receives the
invoice from Whiffy Fish,
and then produces and
sends a new invoice for
the full value agreed to
by We Love Shrimp.

It therefore produces an invoice
that records the shrimps as being
of lower quality and value.

SHRIMP

We Love Shrimp receives
the shrimp and sends the full
amount of money owed back
to Shady Shell.
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False
invoice
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CUSTOMS

Invoice for
the full amount
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$50,000

$30,000

Shady Shell receives this amount,
sends $30,000 to Whiffy Fish and
puts the other $20,000 in an offshore
account belonging to Whiffy Fish,
where it is protected from paying tax.

Customs in country A receives
the dodgy invoice, but doesn’t have
the time or resources to check the
details properly, and the dodgy
invoice passes unnoticed.

$30,000
goes to Wiffy Fish
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The dodgy invoice is sent to a third
company, Shady Shell, which is
based in a tax haven (country C)
and secretly owned by Whiffy Fish.
This tax haven has a very low tax
rate and lots of secrecy regulations
that protect Shady Shell from
revealing who really owns it and its
accounting practices.
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BANK

2 THE PROBLEM: HOW DO TAX SCAMS WORK? AND HOW MUCH IS BEING LOST?

TRADE MISINVOICING:
ATRADE
STORY
OF TAX
EVASION
MISINVOICING:
A STORY
OF TAX EVASION

$20,000
goes to Wiffy Fish’s
offshore account

Whiffy Fish receives and records
$30,000 in their accounts and pays
their much reduced taxes.
The owners can then access their
untaxed $20,000 profit, hidden in the
offshore account, any time they want.

Note: This is just one way that trade misinvoicing can work.
The amounts used are purely illustrative.
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