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Trader A 
imports goods 
and sells them 
to trader B for 

$1 million. 

Trader A collects 

$70,000 in GST from 
trader B and disappears 
before paying the GST 
amount to Iras. 

Trader B sells the 
goods to trader C for 

$1.5 million 
and collects 

$105,000
in GST from trader C. 

Trader B deducts 

$70,000 
of GST in his GST 
return and pays 

$35,000 
($105,000 less 
$70,000) to Iras. 
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Trader C sells the goods to an overseas 
trader D. Exported goods are GST-free, 
so trader C can get a refund of 

$105,000 

Trader D can 
sell the same 
goods back 
to trader A 
and restart 
the chain or 
“carousel” fraud. 

in GST that was 
paid to trader B. 

By so doing, Iras suffers a total 
loss in revenue of$140,000. 
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