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Important notice

This presentation of key findings (the 'Report') has been prepared by KPMG LLP in the UK ('KPMG
UK') for British American Tobacco Australia Limited, Philip Morris Limited and Imperial Tobacco
Australia Limited, described together in this Important Notice and in this Report as the 'Beneficiaries',
on the basis set out in a private contract dated 26 May 2015 agreed separately with the Beneficiaries.

Nothing in this Report constitutes legal advice. Information sources, the scope of our work, and scope
and source limitations, are set out in the Appendices to this Report. The scope of our review of the
contraband, counterfeit and unbranded segments of the tobacco market within Australia was fixed by
agreement with the Beneficiaries and is set out in the Appendices.

We have satisfied ourselves, so far as possible, that the information presented in this Report is
consistent with our information sources but we have not sought to establish the reliability of the
information sources by reference to other evidence.

This Report has not been designed to benefit anyone except the Beneficiaries. In preparing this
Report we have not taken into account the interests, needs or circumstances of anyone apart from
the Beneficiaries, even though we have been aware that others might read this Report.

This Report is not suitable to be relied on by any party wishing to acquire rights or assert any clairna.
against KPMG LLP (other than the Beneficiaries) for any purpose or in any context.

At the request of the Beneficiaries and as a matter of practical convenience we have agreed to
publish this Report on the KPMG UK website, in order to facilitate demonstration by the Beneficiaries
that a study into the matters reported has been performed by KPMG UK for the Beneficiaries.

Publication of this Report does not in any way or on any basis affect or add to or extend KPMG UK's
duties and responsibilities to the Beneficiaries or give rise to any duty or responsibility being accepted
or assumed by or imposed on KPMG UK to any party except the Beneficiaries. To the fullest extent
permitted by law, KPMG UK does not assume any responsibility and will not accept any liability in
respect of this Report to anyone except the Beneficiaries.

In particular, and without limiting the general statement above, since we have prepared this Report
for the Beneficiaries alone, this Report has not been prepared for the benefit of any other
manufacturer of tobacco products nor for any other person or organisation who might have an interest
in the matters discussed in this Report, including for example those who work in or monitor the
tobacco or public health sectors or those who provide goods or services to those who operate in
those sectors.

KPMG LLP, a UK limited liability partnership and a member firm of
the KPMG network of independent member firms affiliated with
KPMG International Cooperative ("KPMG International"), a Swiss
entity.
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Glossary

ABF

ABS

ACT

AIHW

AIT

ATO

AWOTE

AUSTRAC

BATA

bn

CAGR

CATI

CAW I

Contraband

Counterfeit

CPI

OIBP

EOS

EPS

FCTC

9

GOP

H1

H2

Illicit whites

Inflows

ITA

Australian Border Force (the new front-line operational agency of the DIBP)

Australian Bureau of Statistics

Australian Capital Territory

Australian Institute of Health and Welfare

Anti-Illicit Trade

Australian Taxation Office

Average Weekly Ordinary Time Earnings

Australian Transaction Reports and Analysis Centre

British American Tobacco Australia

Billion

Compound Annual Growth Rate

Computer Aided Telephone Interview

Computer Aided Web Interview

Genuine manufactured cigarettes that are sold without the payment of applicable excise taxes in the
market of consumption. Contraband cigarettes tend to have been bought in a low-tax country and
brought into the country of consumption illegally or acquired without taxes (for export purposes) and
illegally re-sold in the market of consumption. This includes genuine products which are brought into a
country in amounts exceeding the personal allowance; in Australia this limit is 50 sticks or 50 grams of
RYO per person.

Manufactured cigarettes which are illegally manufactured and carry the trademark and/or branding of a
legally manufactured brand without the consent of the trademark owner. Counterfeit cigarettes are
also known as fake cigarettes. For the purposes of this analysis, data relating to counterfeit is not
included within the definition of contraband.

Consumer Price Index

The Department of Immigration and Border Protection (the department into which the Australian
Customs and Border Protection Service was integrated in 2015 at which time the ABF was created)

Shipment data is provided by each manufacturer to independent research agencies who process and
combine it into a single set of data to reflect ex-factory shipments for all three manufacturers.

Empty Pack Survey

Framework Convention on Tobacco Control

Gram

Gross Domestic Product

First half of the year i.e. the period from January to June

Second half of the year i.e. the period from July to December

Manufactured cigarettes that are usually manufactured legally in one country/market but which the
evidence suggests have been smuggled across borders during their transit to Australia, where they
have limited or no legal distribution and are sold without the payment of tax.

Total volume of cigarettes coming into Australia

Imperial Tobacco Australia
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Glossary (cont.]

kg

KPI

LOC

LOS

LTM

LTM H1

LTM H2

m

MSI

NO(L)

Non-domestic
cigarettes

OECO

POI

PML

iJl.I

Project SUN

Outflows

RMR

RSP

RYO

TISG

TRN

Tonnes

WHO

Unbranded
tobacco

Unspecified

YoY

Kilogram

Key Performance Indicator

Legal Domestic Consumption

Legal Domestic Sales

Last Twelve Months

Last Twelve Months to the end of June (e.g. 1 July 2014 to 30 June 2015)

Last Twelve Months to the end of December (e.g. 1 January 2014 to 31 December 2014)

Million

MSlntelligence

Non-Domestic Legal is the legitimate tobacco purchased in duty free or abroad within personal
allowance limits.

Cigarettes which are not Australian (i.e. health warnings missing or not in English, brands not sold in
Australia, packs with identifying marks from other markets such as tax stamps).

Organisation for Economic Cooperation and Development

Personal Disposable Income

Philip Morris Limited

Percentage point

A study of the illicit cigarette market in the European Union by KPMG

Legitimate tobacco purchased in Australia and taken abroad

Roy Morgan Research

Retail Sellinq Price

Roll Your Own

Tobacco Industry Stakeholder Group. Formerly known as the Tobacco Industry Forum (TIF)

Tobacco Retailer Notification

Thousand kilograms

World Health Organisation

Illegal loose leaf tobacco upon which no duty has been paid and which carries no labelling or health
warnings. It is sold and consumed either in RYO form (called Chop Chop) or inserted into empty
cigarette tubes. Commonly sold in both bags or boxes.

Unspecified market variant refers to cigarette packs which do not bear specific market labelling or
Duty Free labelling.

Year on Year
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Executive summary and key findings

Illicit tobacco declined from 14.3% to 14.0%, this was
characterised by a change in mix towards contraband
cigarettes
1.1 Key messages

Consumption of illicit tobacco products by category and as a percentage of overall consumption,
2007 - 201S(1)(2)(3)(4)(a)(bl
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Illicit tobacco consumption continued to decline

The total volume of tobacco consumption in Australia in the full year 2015 was approximately 17.4 million kg. This
represents an annualised 0.9% decrease in the total volume compared to the twelve months to June 2015, as a rise in
loose tobacco was offset by a fall in manufactured cigarettes.

14.0% of total consumption (or 2.4 million kg) of this was estimated to be illicit, representing a decline of 0.3
percentage points from the twelve months to June 2015. This decline is principally due to a decline in the consumption
of unbranded tobacco.

If this 2.4 million kg of tobacco had been consumed legally it would have represented an estimated excise value of
AUD 1.49 billion.v'

Contraband volumes have increased over the past six months

Whilst contraband volumes have increased over the past six months they remain lower than levels experienced in 2014.

Whilst we cannot evaluate the contraband volume at specific locations, growth in the non-domestic incidence was
identified in fourteen of the sixteen populations centres sampled in the Empty Pack Survey (EPS).

Flows of China and South Korea (including Duty Free) labelled packs continue to account for the majority of
non-domestic flows.

Counterfeit remains a very small share of illicit tobacco consumption (0.03m kg or 1.4% of total illicit consumption).

Unbranded (or 'Chop Chop') consumption decreased 18.5% (from 1.6 million kg) in the six months to December 2015
although it still accounts for the majority (54%) of total illicit consumption.

Notes: (a) KPMG have not had the opportunity to validate results for
2007-2011.

(bl Values below 0.1 have been removed for clarity purposes.
(cl Calculated at the average excise rate for 2015.

Sources: (11 PWC, Illegal Tobacco: counting the cost of Austretie's black
market. 2007, 2009.

(21 Deloitte, Illicit Trade of Tobacco in Australia, 2010, 2011, 2012.
(31 Industry data; see specific report sections for further detail.
(41 KPMG Analysis.

r:; 6



Executive summary and key findings

KPMG UK is a leading advisor in tne field of illicit tobacco
consumption measurement

1.2 The purpose of this report

British American Tobacco Australia, Imperial Tobacco
Australia Limited and Philip Morris Limited have
commissioned KPMG UK to estimate the size of the
consumption of illicit tobacco in Australia. Reports are
produced bi-annually. The purpose of this report is:

1. To provide an overview of the nature and dynamics of
the legal and illicit tobacco markets in Australia, and

2. To provide an independent estimate of the size of the
illicit tobacco market in Australia.

This full year 2015 report measuring the consumption of illicit
tobacco in Australia is the second of two reports published
focusing on 2015. It reports on events occurring during the
twelve month period from January 2015 to December 2015.
This 2015 report is produced using a methodology consistent
with previous KPMG 'Illicit Tobacco in Australia' reports.

1.3 KPMG UK's anti-illicit tobacco measurement
experience

KPMG UK has significant experience in the measurement of
illicit tobacco consumption across a number of markets as
well as Australia. Our work has covered markets in Europe,
Latin and North America, Asia and the Middle East.

Our work was pioneered in Europe where we have published
an annual report on illicit cigarette consumption since 2006.
In 2013 it was conducted on a pan-industry basis for the first
time, being jointly commissioned by British American
Tobacco Pic, Imperial Tobacco Limited, JT International SA
and Philip Morris International Management ('Project SUN').
The study included all 28 European Union Member States
(with previous reports covering all member states at that
point in time). Project SUN was conducted for the second
time in 2014, the first occasion on which the study also
included the non-EU markets of Norway and Switzerland .

..; "" - III 7
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Australian tobacco market

Tnelegal and illicit markets are made uof manufactured
cigarettes and loose tobacco
2.1 Tobacco consumption in Australia
Tobacco consumption refers to total volume of consumption for all types of tobacco as mapped out in figure 2.1. This section
deals with the tobacco market and related products:
Figure 2.1: Australia tobacco market map

Tobacco market

Contraband

Legal tobacco products
There are two main types of legal tobacco products
considered in this report (cigars and pipe tobacco have been
excluded for the purposes of this study):
Manufactured cigarettes - Made for the legal tobacco
market and sold in packets.
Loose tobacco - Legal loose leaf tobacco sold in pouches
and used in Roll-Your-Own (RYO) cigarettes, which are
consumed using rolling papers or tubes.
As shown in Section 5.1, additional legal consumption is
possible in the form of non-domestic legal product. This is
tobacco purchased abroad by consumers and imported
legally into Australia, either within personal allowance limits
or by paying duty on the amount over this allowance.

Illicit tobacco consumption
Illicit tobacco is mainly brought into the country illegally from
overseas markets without the payment of customs duties.
This tobacco is sold to consumers at lower prices than
Australian cigarettes, avoiding Australian customs
obligations, or is brought into the country in amounts
exceeding the allowable personal limit.

Contraband
These cigarettes are manufactured legally outside of
Australia but are non-compliant with Australian regulations
and are smuggled into the Australian market. This also
includes cigarettes which are purchased legally outside
Australia but exceed the personal import allowance and have
no duty paid.
Contraband cigarettes are legitimately manufactured by the
trademark owner but imported illegally (by third parties or
consumers) to avoid Australian government regulations,
quarantine inspections and local product controls'".

Notes: lal Formerly known as Tobacco Industry Forum ITIFI, recently changed
as the result of changes by the Australian Taxation Office
IATOI forums.

Sources: III Legal and Constitutional Affairs Legislation Committee,
23 February 2015.

Illicit

Manufactured ciqarettes Unbranded tobacco

Counterfeit Chop Chop Pre-filled tubesIllicit Whites

Counterfeit
These are manufactured cigarettes that are illegally
manufactured and sold by a party other than the trademark
owner. Once manufactured, they are smuggled into Australia
most commonly via ports in large freight containers and
other channels including airmail.
According to the Tobacco Industry Stakeholder Group
(TISG)!a)they do not adhere to industry production standards
and may pose additional serious health risks. They are also
known as fake clqarettes'".

Illicit Whites
Illicit whites are manufactured cigarettes that are usually
manufactured legally in one country/market but which the
evidence suggests have been smuggled across borders
during their transit to Australia, where they have limited or no
legal distribution and are sold without the payment of tax.

Unbranded tobacco
Unbranded tobacco is sold as finely cut loose leaf tobacco in
250g or half kilogram amounts.
This product carries no labelling or health warnings and is
consumed in RYO form or inserted into empty cigarette
tubes which are available from legitimate tobacco retailers,
often sold in the original cigarette tube boxes. The product is
then sold in pre-filled tubes or loose in bags (called Chop
Chopl.F'
The Australian Crime Commission and TISG believe that
most unbranded tobacco is imported rather than grown in
Australia but there have been seizures of locally grown
tobacco, discussed on page 34. It is believed to be
distributed by retailers in the same way as counterfeit and
contraband products'!'.

121 Tobacco Industry Stakeholder Group ITISGI.
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Australian tobacco market

Legal domestic sales continued to fall marginally over the
oast six months; with growth in loose tobacco offset by
a decline in manufactured cigarettes
2.2 Legal tobacco market
2.2.1 Historic legal domestic sales
Figure 2.2.1: Legal domestic sales in Australia, 2007 - 2015(1)(2)(a)(b)
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Overall sales of legal domestic tobacco decreased by 0.4%
between 2014 and 2015; a small decline compared to the
2.0% annual decline between 2007 and 2015.

The marginal decline in the overall legal tobacco market
reflects a continuation of the different trends seen in the two
key categories over the last few periods. Between 2014 and
2015 legal domestic sales of manufactured cigarettes
declined whilst loose tobacco sales increased throughout the
period. These results are supported by industry volume data
reflecting a decrease in overall sales by rnanutacturers'".

Whilst manufactured cigarette sales volumes have declined
at an annual rate of 2.7% since 2007, loose tobacco sales
volumes have increased at an annual rate of 3.5% over the
same period, representing a change in the mix of tobacco
products consumed.

Notes: (a)
(b)
(c)

Sources: (1)

(2)

(3)

Legal domestic sales for 2013 were based on an analysis of
Exchange of Sales data (EOS)lc)and Euromonitor data'" as
discussed in previous reports. For subsequent reports,
KPMG has examined a range of data sources, including
industry exchange of sales and off-take data, supplied by
independent research agencies.

Numbers in the above chart may not sum due to rounding.
Market estimates are adjusted to include sales not attributable to the three major tobacco manufacturers.
Refer to the glossary.
KPMG analysis of Aztec (scan) databases and data from Nielsen Australia.

Infoview - Exchange of Sales.
Euromonitor, Legal domestic sales (from trade sources and national statistics). accessed 2013, 2014, 2015.
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Australian tobacco market

BATA has the largest market share Inmanufactured
cigarettes whilst Imoerial Tobacco has the biggest
market share in loose tobacco
2.2.2 Australia legal tobacco competitive overview
Figure 2.2.2a: Market share by manufacturer, 2015(1)(a}

Manufactured cigarettes

Imperial
Tobacco

29%

British American
Tobacco

37%

Philip Morris
Limited
34%
Total market: 12.8million kilograms

Market share
The three major tobacco manufacturers have large shares
across both the manufactured cigarette and loose tobacco
market in Australia. British American Tobacco has a market
share of 37% in manufactured cigarettes which represents a
1 percentage point (pp) decline compared to 2014. Philip
Morris Limited's market share has remained broadly
constant, at 34% and Imperial Tobacco's market share
increased from 28% to 29% between 2014 - 2015.

Loose tobacco
Philip Morris

Limited

British American
Tobacco

27%
Imperial
Tobacco

62%

Total market: 2.1 million kilograms

Imperial Tobacco has the largest market share in loose
tobacco with three of the top six loose tobacco brands,
whilst BATA and PML are the only other major competitors
in this market. The market share for loose tobacco has
remained stable when compared to the 2013 report.

Figure 2.2.2b: Market share of manufactured cigarettes by price category, 2007 - 2015(2)(3)(b}
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Price category
Cigarettes are subject to a specific excise duty which does
not change with the retail price and is levied per cigarette. An
increase in the specific excise duty would, all other things
being equal, maintain the absolute price differential between
low and high priced cigarettes. Since 2007 low priced
cigarettes have more than doubled their market share with
Notes: (a) Data gathered indicates that the three major manufacturers

account for approximately 98% of the domestic market of
manufactured cigarettes.

(b) Due to data availability, the source data was changed from
Nielsen to Aztec in 2014.

2012 2013 2014 LTM H1 2015
2015

increases every year at the expense of medium and high
priced cigarettes as people are switching to cheaper
cigarettes. This trend has developed further in 2015 as
premium and medium priced cigarettes lost further market
share (down one and two percentage points respectively).

Sources: 11} Infoview monthly shipment data, January 2015 to
December 2015

12} KPMG analysis of Aztec scan data.
13} Euromonitor, Tobacco in Australia, August 2015.
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Australian tobacco market

No tobacco is grown in Australia for legal commercial sale

2.2.3 Supply and distribution of legal manufactured tobacco in Australia

Figure 2.2.3 Supply chain for legal tobacco products in Australia

Imported finished
tobacco products

Tobacco supply chain and sales channels

All manufactured tobacco products are imported into
Australia as tobacco leaf or finished products. Tobacco can
only be grown in Australia (for personal or commercial use)
with an excise license'". There are no current licenses for
tobacco growing in Australia and therefore no tobacco is
legally grown in Australia for any purpose.

Previous differences in the supply chain of the three
participating manufacturers no longer exist. Tobacco leaf is
no longer imported and manufactured in Australia, and
instead all legal tobacco is imported in as a finished product.

Retail of tobacco

Non-domestic legal consumption channel

A small amount of tobacco is imported into Australia by
consumers for their own personal consumption. Since 1
September 2012, consumers have a limit of 50 cigarettes or
50g of loose tobaccov' (down from 250 of each) which can
be brought into Australia without paying excise duty. This
volume can be brought in from the country of origin or
through duty free sales channels. This category may also
include purchases by some consumers who order tobacco
products available in other countries through the internet and
have it delivered in the mail. Given this low allowance, there
is significant evidence to suggest that non-domestic legal is a
small proportion of consumption. To correctly quantify non
domestic legal consumption, parties using internet and mail
channels would need to declare all purchases / sales in
excess of the allowed quantities to the ABF. Failure to
declare all these purchases may result in a minor
understatement of both non-domestic legal and contraband
consumption. Non-domestic legal consumption is discussed
further in Appendix A6 (p.71).

Sources: (1) Excise and excise equivalent goods - Growing tobacco, Australian Taxation Office.
(2) Department of Immigration and Border Protection.
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Macroeconomic environment

Australia's economic growth has continued to
outoerform the DECOaverage. This outoerformance is
reflected in a relatively low rate of unemoloyment
3.1 Macroeconomic context

This section provides background on the Australian economy
as a change in GOPgrowth, unemployment, personal
disposable income or inflation could impact consumer
behaviour and subsequently tobacco consumption.

The decline in legal domestic sales since 2009 needs to be
examined in the context of the affordability of tobacco
products. Personal disposable income (POI) and the
consumer price index (CPI) are analysed in order to assess
possible reasons for changes in consumer behaviour.

3.2 Gross Domestic Product

Australia has been one of the few members of the OECD to
have experienced continuous economic growth over the past
nine years Between 2007 and 2015 the economy grew at a
compound annual growth-rate (CAGR) of 2.7%. The growth
rate in 2015 of 3.9% was higher than the OECD average for
eight of the past nine years.

Towards the end of 2015 Australia's business environment
was seen as one of the best in the world due to
improvements in the macroeconomic environment, market
opportunities and foreign trade and exchange controls'" (e.g.
growth forecast in the agriculture sector as Australia looks to
further exploit free trade agreements with China and
Japan)l6) However, uncertain commodity prices and the
potential slowdown of China's growth has resulted in
declining mining investment which may act as a drag on
future GOP growth(5)

Figure 3.2: Year-on-year GDPGrowth,
2007 - 2015(1)(2)(a)(b)
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-- AustraliaGOPgrowth - OECOGOPgrowth

Historical numbers for GDP have been updated and have been
based on data from the Economist Intelligence Unit.
2015 data IS based on latest available estimates.
The Economist Intelligence Unit, GDP at constant prices,
accessed February 2016.
OECD, GDP (expenditure approach), accessed February 2016.
The Economist Intelligence Unit, recorded unemployment as a
percentage of total labour force, accessed February 2016.
OECD, harmonised unemployment rates, accessed
February 2016.
The Economist, Economist Intelligence Unit, Australia laccessed
February 20161.

The Oil and Gas sector contributed to the strong growth in
2015, rising by 10.4%, although the recent decline in oil
prices may weigh on further growth and also slow
investment within the sector'?'.
3.3 Unemployment

Unemployment in Australia is one of the lowest of all OECD
countries although the gap between Australia and the OECD
average has narrowed in recent years. Before 2015,
unemployment in Australia had risen gradually every year
since 2011, remaining between 5.1% and 6.1% in
the process.

Unemployment in 2015 decreased slightly to 5.9% despite
having looked set to increase throughout most of the year. A
surge in Jobcreation late in the year bucked forecasts
resulting in a 19 month low. This was driven by an increase
both in full time and part-time emplovrnent-".

Notably the fall in the unemployment rate was not uniform
across the country with both Victoria and Tasmania
experiencing increases in unernplovrnent'?'.

Public sector cuts may cause unemployment to rise again as
government departments look to reduce costs to meet
funding levels. Western Australia's health system recently
announced a plan for significant job cuts throughout most of
2016 with some other authorities likely to follow suitI10).

Figure 3.3: Recorded unemployment,
2007 - 2015(3)(4)(b)

2007 2008 2009 2010 2011 2012 2013 2014 2015

--Australia -OECO

161 Trade Minister, Exporters quick to capitalise on Japan FTA,
January 2016

171 Australian Broadcasting Corporation, GOPbeats expectations,
December 2015.

lSI The Sydney Morning Herald, Unemplovment drops to 5.8 percent,
December 2015.

191 ABC, Unemplovment rate drops as jobs created, January 2016.
110) ABC, Jobs to be cut in WA health as national funding dries up,

November 2015.
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Macroeconomic environment

Personal disoosable incomes InAustralia continue to
grow at a steady rate
3.4 Personal Disposable Income

Australia has been through a period of consistently increasing
Personal Disposable Income (PDI) over the past decade. PDI
per capita increased by 4.3% p.a. between 2007 and 2015
although this figure masks geographic differentials across the
country.

Historically, strong growth in personal disposable income has
been supported by growth in compensation for those
associated with Australia's mining boom and export-driven
industries as a whole.

Since 2012, income inequality has increased as wages
between those on the highest and lowest incomes have
diverged. Low wage growth has driven only a minor increase
in the median income, a trend also matched amongst the
lowest income households, despite increases in the
minimum wagel41.

Although PDI has grown over the period, this growth has
been outstripped by the rise in average household debt to its
highest recorded level (the average household now requires
22 months to payoff all debts with its after-tax incornei'".
More income is now spent repaying these debts than before,
which has an adverse impact on real PDI available for the
consumption of goods and services.

Figure 3.4: Personal Disposable Income per capita,
2007 - 2015(1)(.1
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Notes: (a)

Sources: 11)

12)
13)

14)

2015 data is based on latest available estimates.
Euromonitor, Annual disposable income per capita, accessed
February 2016.
Euromonitor, Index of consumer prices; accessed February 2016.
OECD Economics, Consumer prices, accessed February 2016,
rebased to 2007.
The Guardian, Australia's rich are getting richer. Everyone else is
stagnating, September 2015.
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3.5 Consumer Price Index

Australia's Consumer Price Index has developed at a similar
pace as the OECD average, growing consistently since 2007.
Recent inflation growth has been driven by increased prices
within the Health, Insurance and Financial Services and the
Alcohol and Tobacco sectors, all experiencing price growth
above 5% since December 2014161.

The Australian Reserve Bank has an inflation target between
2% and 3%171.The OECD forecasts that consumer price
inflation will be impacted by lower oil prices and will remain
at moderate levels. lJespite potential interest rate cuts (in
February 2016 the Reserve Bank kept rates on hold at a
record low of 2%) and the revival of the housing market,
weak inflation has prevailed, potentially a result of the
Australian Dollar stabilisingl81191.

Figure 3.5: Consumer Price Index, 2007 - 2015(2)(3)('1
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15) NATSEM, Buy now, Pay later, December 2015.
16) ABS, 6401.0 Consumer Price Index, January 2016.
17) OECD, Australia - Economic forecast summary, June 2015.
IS) ABC, Reserve Bank keeps interest rate at 2 percent.

December 2015.
19) Real Estate, Reserve Bank holds rates for 9th straight month,

February 2016.
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Market landscape and developments

The tobacco market in Australia is one of the most tightly
regulated in the world

4.1 Tobacco regulation in Australia

In this section we discuss key government legislation and
activities undertaken to control tobacco consumption. State
and territory legislation complements and supplements the
federal legislation by prescribing and proscribing activity
dealing directly with the retail sale and display of tobacco
products. The combined effect of the federal, state and
territory legislation is that all manner of tobacco product
advertisement and promotion to the public is strictly and
rigidly controlled. The Department of Health and Ageing's
National Tobacco Strateqy aims to reduce smoking
prevalence nationally from over 15% in 2012 to 10% in
2018.111 To reduce smoking prevalence, numerous tobacco
control regulations have been developed over time as
demonstrated in Figure 4.1. A more detailed overview of
recent legislative changes both at the Australian
Commonwealth level and the state level arc detailed in
Appendix A5.

National Tobacco Strategy

The National Tobacco Strategy 2012-18 was released in
January 2013. The strategy highlights nine priority areas
includinq:

1. Protect public health policy, including tobacco control
policies, from tobacco industry interference.

2. Strengthen mass media campaigns to: motivate smokers
to quit and recent quitters to remain non-smokers;
discourage uptake of smoking; and reshape social norms
about smoking.

3. Continue to reduce the affordability of tobacco products.

4. Bolster and build on existing programs and partnerships
to reduce smoking rates among Aboriginal and Torres
Strait Islander people.

5. Strengthen efforts to reduce smoking among people in
populations with a high prevalence of smoking.

6. Eliminate remaining advertising, promotion and
sponsorship of tobacco products.

7. Consider further regulation of the contents, product
disclosure and supply of tobacco products and alternative
nicotine delivery systems.

8. Reduce exceptions to smoke-free workplaces, public
places and other settings.

9. Provide greater access to a range of evidence-based
cessation services and support to help smokers to quit.

The strategy also proposes a number of actions to combat
the illicit trade of tobacco.

Tobacco products regulation

Tobacco products are regulated through, amongst other
things, bans on advertising and packaging restrictions. In
1992 the Tobacco Advertising Prohibition Act 1992 (Cth)
banned the publication or broadcast of tobacco
advertisements.

Subsequent amendments to the Act have resulted in online
tobacco retailers having to display health warnings and
comply with restrictions on advertisement wording. Brand
and variant information is permitted to be displayed.

The Tobacco Plain Packaging Act 2011 (Cth)made Australia
the first country in the world to implement plain packaging of
tobacco products. This means that all tobacco products are
required to be displayed in the same standard colour
packaging with nearly all trademarks banned and the only
differentiator being the name of the brand and variant,
printed in Lucida Sans font.

More recently, a change to the' Tobacco Products Control
Amendment Regulation (no. 4) 2015 (WA.)' is designed to
facilitate the use of disclosed information to assist
investigations under Commonwealth Law or the
enforcement of a Customs / Excise Act. The following pages
highlight recent regulatory changes, many that also attempt
to aid law enforcement agencies in the prosecution of illicit
tobacco retailers.

Sources: (1) Department of Health, National Tobacco Strategy 2012-2018, December 2012.

17
L _, :



Market landscape and developments

A .mra of regulations have oeen Imoosed to reduce
smoking orevalence in Australia

National: Tobacco Advertising Prohibition
Act (ban on broadcasting and printing of
tobacco adverts).

Figure 4.1: Tobacco regulation timeline in Australia, 1992 - 2015(1)(2)(3)(4)(5)(6)(7)(8)

1992

National: Ban on smoking in airports
nationally.

National: Government obtains Voluntary
Agreement with manufacturers to disclose
ingredients in cigarettes.

Northern Territory: Ban on smoking in
public places indoors.

QLD: Ban on srnoking in public places:
Smoke Free Environment Act.

National: Trade Practices Regulations 2006
introduced 14 graphics, health warnings and
messages that covered 30% of the front
and 90% of the back of cigarette packets.

State laws: Ban on display of tobacco
products in stores in South Australia
and Tasmania.

National: 25% increase in excise in
April 2010.

National: Regulation 1.5 of the Cornpetition
and Consumer (Tobacco) Information
Standard 2011 introduced new
packaging regulations.

National: First of four 12.5% excise
increases implemented in December 2013.

QLD: Ban on smoking on school and health
facility land and within five metres outside
the boundary of such land.

QLD: Ban on smoking in prisons from
May 2014.

National: Second 12.5% excise increase in
September 2014.

NSW: Legislation assented to regulate the
display of e-cigarettes and to prohibit the
sale of e-cigarettes and accessories to
persons under 18.

VIC: Outdoor smoking bans extended to
early education and childcare service
premises, outdoor areas of
school premises.

NSW: Amendment to facilitate the
prosecution of retailers with illicit tobacco.

w-.2000

2006
L.__.

1995

1997

1999

2008

National: Commonwealth introduced 6
rotating health warnings covering the top
25% of the front of packets with a 33%
explanatory message on the back.

National: Change in taxation laws from
excise charged on weight to excise charged
on the number of cigarettes.

NSW: Ban on smoking in public places:
Smoke Free Environment Act.

International: Australia signs WHO
Framework Convention on Tobacco Control
(FCTC)

International: WHO FCTC comes into force
as an international treaty.

Laws in ACT. TAS, VIC and WA: Ban on
smoking in public places indoors.

National: Trade Practices Regulations 2008
......,--- mandate reduced fire risk (RFR) standards

for cigarettes.
2009

2010

2011

2012

2013

2014

State laws: Ban on display of tobacco
products in stores in ACT. Other
states followed.

National: Limit of 50 cigarettes or 50g of
tobacco to be brought into country.

National: Plain Packaging came into force
for retailers on 1 December 2012.

State laws: Ban on display of tobacco
products in NSW for specialists.

National: Indexation of excise and excise
equivalent customs duty changed to
AWOTE from CPI from 1 March 2014.

Key:
• Manufacturer regulation
• Smoke-free environment
• Retailer regulation
• Excise Duty
• Inbound traveller allowance
• International action

"::===============::::: Sources: (1) Department of Health, National
p Tobacco Strategy 2012-2018,

December 2012.
(2) The Cancer Council, Victoria,

Tobacco in Australia: Facts and
Issues, 2012.

(3) Australian Government
Department of Health.

(4) WHO, Convention on Tobacco
Control Booklet, July 2012.

(5) Tobacco Control Laws,
Campaign for tobacco free kids,
August 2013.

(6) Australian Taxation Office,
www.customs.gov.au.

(7) SA health,
www.sahealth.sa.gov.au.

(8) Smoking to be banned in NSW
prisons in 2015; Inmates,
officers to be offered quit
smoking programs, ABC News,
August 2014.

VIC: Ban on smoking in public places
extended to tram stations, platforms and
shelters; smoking banned where
children play.

SA: Exemption allowing specialist
tobacconists to display tobacco products
expired 31 December 2014.

VIC and NSW: Ban on smoking and
tobacco product use in jails from 1 July
2015.

National: Third 12.5% excise increase in
September 2015.

Queensland: Local councils empowered to
regulate smoking bans within
their jurisdiction.
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Market landscape and developments

New legislation continues to focus on the expansion of
smoke-free environments
4.1 Tobacco regulation in Australia

Smoke-free environment legislation

The majority of smoke-free environmental laws in Australia
are determined by state parliaments and further fragmented
by local council by-laws. The Australian Federal Government
passed legislation to create smoke-free environments in
areas within its own jurisdiction. such as airports. whilst state
parliaments historically created their own laws banning
smoking in some public places. From the late 1990s state
parliaments followed the Commonwealth's lead and began
passinq leqislation banning smoking in those places the
states have jurisdiction over. such as indoor dining areas and
bars.

The establishment of the WHO Framework Convention on
Tobacco Control (FCTC) resulted in the creation of guidelines
surrounding smoke-free environments some of the content
of which has. broadly. been followed by some state
parliaments. In 2005 and 2006 the states passed laws which
created smoke-free environments in public places including
licensed premises, partially covered outdoor spaces and al
fresco dining areas and this trend of focussing on public
spaces has continued. 11)

In Victoria, the Tobacco Amendment Act 2014 was passed in
2014 and came into effect on 30 June 2015, banning
smoking in a range of areas where children are present'". In
August 2014 Victoria also announced plans to ban smoking in
outdoor dining areas, whilst in April 2015 a ban on smoking
outside hospitals and other Government buildings in Victoria
was implemented.(3)(4)

The Tobacco Amendment Act 2014 was proclaimed on 13
April 2015 in Victoria to extend outdoor smoking bans to
early education and children service premises and outdoor
areas of school premises. It further requires the display of no
smoking signs at pedestrian access points at schools,
children's indoor play centres and Victorian public
premises.P'

Sources: (I) Scollo, MM and Winstanley. MH. Tobacco in Australia: Facts and
Issues. 4"h edn. Melbourne: Cancer Council Victoria; 2012.
Available from www.TobaccolnAustralia.org.au.

(2) Tobacco Amendment Act 2014.
(3) Premier of Victoria, New Victorian smoking bans another step

closer, September 2014.
(4) Australian Broadcasting Corporation, Victorian Government

widens smoking bans to include schools, courts and hospitals
from April 13, March 2015.

Ui.

In New South Wales the Smoke-free Environment Act 2000,
provided that from 6 July 2015 smoking is banned in
commercial outdoor dining areas and places within four
metres of pedestrian access points to licensed premises or
restaurants. Aligned with this, the Smoke-free Environment
Amendment (Signage Requirements) Regulation 2015
amends the Smoke-free Environment Regulation 2007,
requiring signs displayed in areas designated as not being for
the consumption ot toOd.loll/)

New South Wales announced smoking bans (including e
cigarettes) in all jails effective 10 August 2015(8)(9l
Additionally, Corrections Regulations 2009 make smoking
and use of tobacco products an offence in all Victorian
;"i",(10)J~"~ .

Further proposed amendments in Queensland in November
2015 will entrust greater powers to local authorities to
regulate smoking within their local areas and to enforce bans
prohibiting smoking near public buildinqs'!", A range of
'minor and technical' amendments were proposed in a bill to
parliament in 2015. These appear to increase the law
enforcement powers at major events to support previous
regulatory changes regarding banning smoking at these
events.

(5) Tobacco and Other Smoking Products Amendment Bill 2015.
(6) Smoke-free Environment Act 2000.
(7) NSW Government, Smoke Free project, August 2015.
(8) Smoke-free Environment Amendment Regulation 2015.
(9) Crimes Regulation 2014.
(10) Corrections Regulations 2009.
(11) Queensland Government, Next steps to smoke free Queensland,

October 2015.
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Market landscape and developments

There are further excise Increases to De imolemented
whilst regulations governing retailers continue to
De tightened
4.1 Tobacco regulation in Australia (cont.'

Retailer regulations

Australian states and territories ban the sale of tobacco
products to anyone under the age of 18 years. During the
1990s, states introduced laws which imposed harsher
penalties on vendors that sold cigarettes to individuals under
18 years. Some states have undertaken surveillance
programmes to ensure compliance. With the exception of
Victoria and Queensland, all other states and territories
require tobacco retailers to hold a licence'" with fees up to
AUD $360.89 per annum'",

States and territories have also banned retailers from point of
sale advertising and the display of tobacco products within
stores. New South Wales, South Australia, Australia Capital
Territory (ACT), the Northern Territory, Queensland and
Tasmania all have legislation in place banning point of sale
displays. Victoria and Western Australia have similar
legislation, however, there are exemptions in place for
specialist outlets. Victorian specialist outlets that were
granted exemption prior to 1 April 2014 are able to continue
displaying products. However following this date no new
specialist licenses will be issued.F' In Western Australia,
display is restricted to specialist tobacco retailers only{3)

In Queensland, the Tobacco and Other Smoking Products
(Smoke-free Places) Amendment Bill 2015 was introduced
into the Parliament on 10 November 2015. The bill seeks to
amend the to amend the Tobacco and Other Smoking
Products Act 1998 to prohibit the sale of smoking products
from temporary retail stores and prohibit smoking at a
number of facilities, including major sports and major event
facilities, schools, childcare and aged care facilities, public
transport waiting points, and outdoor pedestrian malls. The
legislation was passed by the Queensland Parliament on 23
February 2016 and will come into effect on 1 September
2016(4)

Retailing regulations were further tightened in New South
Wales when the Health Legislation Amendment Act 2015
provided for the issue of a 'tobacco retailer notification' (TRN)
number, making it a criminal offence for wholesalers to sell
tobacco to retailers without a registered number.

Notes: (a) License terminology differs by State; for example it is referred to
as a Tobacco Retail Notification (TRN) number in New
South Wales.

(b) Customs duty is at the excise equivalent rate.
Sources: (1) Department of Health and Human Services, Tobacco Licence,

February 2016.
(2) Tobacco Amendment Act 2013 (Vic) and Victoria, Victoria

Government Gazette, No. S81, Tuesday 18 March 2014
(3) Tobacco in Australia, State and territory legislation

Duty free and customs allowances

The Treasurer announced as part of the 2012-13
Commonwealth Budget that the inbound traveller allowance
from international travel would be reduced from 250g / 250
sticks of tobacco per person to 50g / 50 sticks=' .

In 2012, the Federal Government passed the Customs
Amendment (Smuggled Tobacco) Act 2012 which conveyed
new offences for smuggling or possessing illicit tobacco. It
was the first time that custodial sentences were
recommended for smuggling tobacco's'. Victoria has
legislation which criminalises the possession of illicit tobacco
or tobacco on which the appropriate excise duties have not
been paidl6)

Excise duty increases

Australian excise duty has historically risen with inflation with
the exception of a 25% increase in 2010 and a series of four
12.5% increases starting in December 2013, as discussed
below. The 2013-14 federal budget included a change to
indexation of excise duty for tobacco and tobacco products
from the Consumer Price Index (CPI) to Average Weekly
Ordinary Time Earnings (AWOTE)17)AWOTE has historically
grown 1.4 percentage points faster than CPI, therefore the
indexation is likely to increase excise duty faster than the old
indexation legislation.

In August 2013, the Federal Government announced excise
duty increases for tobacco products of an additional 12.5%
annually for the next four years in addition to the switch to
AWOTE.IB)The first of these increases was implemented on
1 December 2013, the second applied on 1 September 2014
and third on 1 September 2015,11)A further 12.5% increase
is scheduled for 1 September 2016.111As a result of these tax
increases the excise on a pack of cigarettes in Australia will
increase by 60% (compounded over the last four years)
above the increase of AWOTE.

(4) Queensland Government, Queensland passes tough new
smoking laws to protect young and old, February 2016.

(5) The Treasury, 'Government to increase tobacco excise' (Press
Release, NO.015, 1 August 2013).

(6) Tobacco Act 1987 (Vic) s 11A.
(7) Commonwealth, Budget Strategy and Outlook, Budget Paper

No.1 (2013-2014), 1-19.
(8) Customs Tariff Amendment (Tobacco) Act 2014, Excise Tariff

Amendment (Tobacco) Act 2014.
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Australia continues to exolore new legislation in order to
reduce smoking orevalence
4.2 Future proposed legislation

Framework Convention on Tobacco Control (FCTC)(1)

Australia became a Signatory to the World Health
Organisation's (WHO) Framework Convention on Tobacco
Control (FCTC)on 5 December 2003. The Conference of the
Parties has adopted detailed guidelines for effective
implementation of many of the broad range of legislative,
executive, administrative and other measures required under
the Convention. Together, the FCTC and its guidelines have
the potential to help set the priorities of Australian
\Jovelnrnents, including commonwealth, state and territory,
in relation to tobacco control policies and programmes.

The FCTCalso provides a framework for international
cooperation in a number of areas of tobacco control in which
Australia and other Parties cannot effectively act alone.
These include the regulation of cross-border tobacco
advertising, promotion and sponsorship and the
implementation of measures to address illicit trade in
tobacco products. Australia has the responsibility to
cooperate with other FCTC Parties to address trans-boundary
tobacco control problems and to assist other Parties in
meeting common challenges to effective tobacco control.

The Australian tobacco Industry participated In a consultation
around the Protocol to Eliminate Illicit Trade in Tobacco
Products (AITP). The AITP was adopted on 12 November
2012 and opened for signature from 10 January 2013 to 9
January 2014. When the AITP was closed for signature, it
had been signed by 61 countries and the European Union.
However, Australia is not among the countries that have
signed the AITp.l21The AITP will only be legally binding once
it has been formally ratified by 40 countries.

Sources: (1) The Treasury, 'Government to increase tobacco excise' (Press
Release, NO.015, 1 August 2013).

(2) United Nations Treaty Collection, Status as at: 29-03-2015,
Protocol to Eliminate Illicit Trade in Tobacco Products
(29 March 2015)

(3) Health Legislation Amendment Act 2014 (OLD), Tobacco
Amendment Act 2014 (Vic).

(4) Tobacco and Other Smoking Products Amendment Bill 2015.

Continuous pursuit of smoke-free environments

State governments have continued to focus on the banning
of smoking in public outdoor areas. Where states have not
banned smoking in outdoor public areas, many local councils
have issued the relevant bans and often playa key role in
expanding public smoking restrictions. States continue to
ban smoking or implement buffer zones at public events and
any areas where children may be present such as open air
concerts, playgrounds, sporting events and skate parks.P'

Queensland has introduced smoking bans in areas beyond
prisons such as within 5 metres of State Government
buildings and outdoor pedestrian rnalls.v" They also banned
smoking in prisons in May 2014.151Victoria introduced a
smoking ban in prisons effective from 1 July 2015(6), while
Ne\fI/ South VVales introduced a similar ban effective from
10 August 2015. (7)

In August 2015 the Victorian Government announced plans
to introduce new regulations in 2017 that would ban smoking
in outdoor dining areas. Later in the year the Australian
Capital Territory Government released a discussion paper
noting the Government's consideration to extend existinq
smoke-free protections to outdoor places where people tend
to congregate in close proximity, or cannot move away from
tobacco smoke without risking loss of access to a service or
activitylS).

As noted previously, legislation was passed by the
Queensland Parliament on 23 February 2016 that will come
into effect on 1 September 2016(9) that effectively prohibits
smoking in several public areas and its sale from temporary
retail stores.

In early 2016 the government outlined plans to extend
smoking bans Australian Capital Territory, allowing the
minister to declare smoke-free zones. Smoking is already
banned in enclosed public spaces and a number of other
state owned properties'",

(5) Corrective Services Amendment Regulation (No.1) 2014, Health
and Other Legislation Amendment Act 2014.

(6) Corrections Amendment (Smoke-Free Prisons) Bill 2014 (No.2).
(7) Crimes Regulation 2014.
(8) North Canberra Community Council, Outdoors smoke-free areas

consultation open, December 2015.
(9) Canberra Times, Smoking in city to get even tougher, February

2016
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The enforcement landscaoe has changed this year with
greater focus on facilitating trade, travel and migration
while orotecting Australia's border
4.3 Enforcement landscape
Overview of key enforcement agencies
For years public authorities have targeted the reduction of
illicit tobacco available within the Australian market place. This
objective is driven in part by the belief that" organised crime
remains entrenched within the illegal tobacco market in
Australia. It continues to perceive involvement in this market
as a low risk, high profit enterprise"!".
At the beginning of 2015, a number of national and state
organisations were involved in Australia's border protection.
Their responsibilities included border control, the
management of moving of people and goods across these
borders and enforcement of relevant policies and laws. Some
of the key enforcement agencies included:

The Australian Customs and Border Protection
Service (ACBPS) - Responsible for patrolling the
country's coastline and ports, clearing both imports and
exports, inspecting inbound cargo (including air cargo,
sea cargo and mail items) and detecting and seizing
prohibited items. The ACBPS's key roles include
"preventing, deterring and detecting the unlawful
movement of prohibited, restricted or regulated goods
into Australia"!".
The Department of Immigration and Border
Protection (DIBP) - Responsible both for migration,
citizenship and humanitarian protection and compliance
and border control. One of the Department's strategic
priorities is to "build our capability to facilitate a
significant increase in border crossings and trade while
maintaining the integrity of the border and our
proqrarnrnersv'".
The Australian Taxation Office (ATO) - Responsible
for detecting, investigating and prosecuting illicit
domestically grown or manufactured tobacco product'".
Australian Federal Police (AFP) and state police -
Supports national and local illegal trade investigations,
makes arrests and executes search warrants.
Australian Transaction Reports and Analysis Centre
(AUSTRAC) - Responsible for regulating and
investigating money laundering and terrorism financing.
The Australian Crime Commission (ACC) - Works
across international borders to better understand the
organised crime environment and discover new threats.
This information is used for "disrupting, disabling and
dismantling criminal enterprises through effective
enforcement. regulation, policy and legislation "11l

The ACC is also involved in three multi-agency task forces
targeting organised crime on the waterfronts" e.g Task Force
Polaris (includes representatives from AFP, NSW Police and
ABF) and the Trident Taskforce (AFP, ABF, Victorian Police
and the ACC).

Sources: (1) ACC Annual Report, Organised Crime in Australia 2015.
(2) Australian Customs and Border Protection Service, Annual

Report 2014-15.
(3) Department of Immigration and Border Protection, Annual

Report 2014-15.
(4) Inquiry into Illicit Tobacco, ATO submission, 2016

The evolution of key enforcement agencies
From March 2015, the ACBPS and DIBP began operating
under a single structure with the fully integrated department
becoming effective from 1 July 2015. The new organisation
combined the functions and capabilities of the old agencies
but with a single mission: 'to protect Australia's border and
manage the movement of people and goods across it'121
Tackling the illicit tobacco trade falls within this broader
remit.
A new frontline operational agency, the Australian Border
Force (ABF), was created by DIBP to achieve the key
objectives of the newly combined department and provide a
more 'integrated, effective and efficient border protection
operation'v". The ABF has the authority to conduct
investigations, compliance and enforcement in relation to
both illicit goods and immigration malpractice'". The 2020
overarching strategic objectives for the organisation are wide
ranging and include?':

Protect Australia
(including IdentifYing and

managing migration and trade
risks across the border)

Promote responsive
migration

Advance trade and
revenue

Lead border innovation
(Including preventing the

movement of prohibited and
restricted goods)

The ABF Commissioner said "we currently have an
operational focus on the importation of illicit tobacco"lsl with
the organisation stating that the illicit tobacco trade deprives
the Australian community of legitimate tax revenues and
potentially funds serious crime orqanisationsw Therefore, in
October 2015, the ABF signalled its intent to further target
the illicit tobacco trade with the creation of a dedicated
'Tobacco Strike Team'11ol,This team's remit is to tackle the
organised crime syndicates responsible for attempting to
smuggle large shipments of illicit tobacco, collecting
intelligence on their operations throughout the process'!".
Australian authorities are also furthering existing relationships
with foreign enforcement agencies to tackle the trade of illicit
tobacco. A recent seizure in Sydney was made possible
through the cooperation of the Directorate General of
Customs & Excise (DGCE) in lndonesia'F'.

(5) Crimecommission.gov.au, Waterfront task forces.
(6) Australian Politics, Scott Morrison Announces Formation Of Australian

Border Force, May 2014.
(71 DIBP, Strategy 2020, July 2015.
(8) ABF Commissioner, Opening Statement to the Legal and Constitutional

Affairs Legislation Committee, October 2015.
(9) Minister for Immigration and Border Control, First ABF strike team

tobacco seizure, November 2015.
(10) ABC 'Record haul' of illegal tobacco worth $40 million seized by

Australian Border Force, October 2015.
(11) RetailWorld, Taskforce to crack down on illicit tobacco, October 2015.
(12) border.gov.au.
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Excise rates have Increased steadily Inaddition to large
excise Increases in 2010, 2013, 2014 and 2015. A further 12.5%
Increase is due to oelmolemented InSeotemoer 2016
4.4 Recent development of excise duty and tobacco affordability in Australia

Figure 4.4a: Values of tobacco excise and customs duty, Australia, January 2007 - December 2015(1)(a)
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The largest excise increase was a 25% increase introduced
on 30 April 2010. In November 2013, the Government
confirmed four increases in excise of 12.5% to be levied in
December 201J, then September 20'14, 201!J elrHJ LUl e. IIII~
increase is over and above the annual indexation linked to
Average Weekly Ordinary Time Earnings (AWOTE)12).

This has resulted in the excise on tobacco products
increasing by 14.8% between Oecember 2014 and
Oecember 2015 (up to AUO $0.53 per stick and AUO $663.7
per kg ot tobacco content for other forms)(B).A recent release
by the Australian Taxation Office has highlighted that excise
rates will rise again on 1 March 2016 due to an increase in
the AWOTEI5) (see next page).

Figure 4.4b: Index of tobacco prices and per capita POI, Australia, 2007 - 2015(3)(4)(a)(b)
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Indexed tobacco prices have risen
114% more than PDI since 2007

2007 2008 2009 2010 2011 20122013 20142015
Although POI per capita has continued to grow, the excise
rate increase in 2010, combined with subsequent increases,
saw tobacco prices increase at a higher rate than POI per
capita.

Notes: (a) 2015 AWOTE is based on latest available estimates, accessed
February 2016.

(b) Indexed with 2007 values taken as 100.
Sources: (1) Australian Taxation Office, www.customs.gov.au.

(2) Australian Government - Australian Taxation Office, New
legislation: Excise and excise-equivaler t customs duty - index
tobacco excise to average weekly ordinary time earnings, 25
June 2013.

\1'

This has resulted in a decline in relative affordability when
compared to previous years. This decline in relative
affordability is likely to continue with the future planned
excise rate increases.

(3) Euromonitor, Index of tobacco prices, accessed January 2016.
(4) Euromonitor, Annual disposable income, accessed January 2016.
(5) Australian Taxation Office, Excise rates for tobacco,

February 2016.
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The AWOTEhas continued to grow at 1.4percentage
pOints faster than the CPI

Figure 4.4c: Comparison between AWOTEand CPI,2007·2015(1)(2)(a)(b)(c)
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The 2013-14federal budget included a change to indexation
of excise duty for tobacco and tobacco products from the
Consumer Price Index (CPI) to Average Weekly Ordinary
Time Earnings (AWOTE) commencing from 1 March 2014.

Although CPI has continued to increase, AWOTE had
increased at a higher rate from 2007 through to 2015 and has
now grown by 15 percentage points more than CPI since
2007. If the AWOTE continues to grow at the rate seen
historically, the change in indexation is likely to lead to higher
price increases than before.

Notes: (a)
(b)
(c)

Sources: (1)

(2)

2015 AWOTE is based on latest available estimates, accessed February 2016.
Indexed with 2007 values taken as 100.
The historical numbers have been updated as Euromonitor has changed the Index of tobacco prices.
Euromonitor, Index of tobacco prices, accessed February 2016.
Australian Bureau of Statistics.
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Australia has the highest cigarette orices within the ASia
Pacific region

4.5 Regional tobacco prices
Figure 4.5: Price of a pack of 20 Marlboro cigarettes - Australia and selected markets, 2015(1)(2)(a)(b)(c)
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Australia and New Zealand have much higher cigarette prices
than surrounding markets in South East Asia. Australian
prices are approximately 85% higher than the third most
expensive market in the region, shown above, with this price
differential rising in 2015 due to a combination of excise
increases and the Australian dollar strengthening in the
second half of the year.

This large price differential between Australia and other
relatively nearby markets creates an economic incentive for
those involved in the illicit market although tight border
controls seek to limit this (see page 34 for more details).

Notes: (a)
(b)
(c)

Sources: (1)
(2)

Prices for a 20 cigarette pack of Marlboro (taxes included!; where Marlboro is not available, a comparable premium brand has been used.
As Marlboro is not legally sold in Myanmar, the price of a comparable premium local brand, Red Ruby, has been used for comparison.
Numbers for Papua New Guinea and Myanmar are based on latest available estimates.
Industry data.
www.oanda.com.
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The orice differential between legal oroducts and illicit
oroducts widened further in the twelve months to
December 2015
4.6 Relative price of illicit tobacco

Figure 4.6.1: Prices of illicit tobacco products and
Winfield 25s, June 2013 - December 2015(1)(a)(b)(c)(dl
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Data provided by BATA based upon covert purchases'>' made
across Australia highlights the price difference of illicit
products compared to legitimate products. While this data
will be impacted by the split of random versus intelligence
led purchasesv', the data will provide some insights into the
size and change in the market.

The data illustrated above highlights how prices have evolved
for a range of illicit tobacco and a legitimate pack of Winfield
25s. Over the period June 2013 to December 2015 the only
illicit tobacco product to exhibit a price increase greater than
a Winfield 25s pack (36%) was contraband cigarettes which
rose by 38%. Counterfeit and Chop Chop product prices also
rose over the period but were limited to an increase in the
region of 20%.

Figure 4.6.2: Illicit tobacco prices as a proportion of
Winfield 25s, June 2013 - December 2015(1)(a)(b)(cl
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Increased excise rates have driven the rise in legitimate
tobacco prices. As illicit products fail to comply with
Australian legislation the rise in illicit tobacco prices has likely
fuelled larger margins for smugglers and illegal retailers.

The price differentials between illicit tobacco and legitimate
products has not varied significantly year-on-year and typically
remains within 5 percentage points between any two years.
This may indicate that as excise rates changes increase the
price of legitimate tobacco the illicit tobacco prices also
increase in response.

Between December 2014 and December 2015, illicit tobacco
prices as a proportion of Winfield 25s fell across contraband,
counterfeit and Chop Chop tobacco resulting in an increased
price differential between the products. This price differential
may decrease as illicit tobacco prices rise in reaction to the
excise rate increase imposed in the latter stages of 2015.

(bl Covert purchases are 'mystery shopper' attempts to purchase illicit tobacco.

Notes: (a) Contraband and counterfeit prices are an average of price for products found in Sydney and Melbourne. Unbranded prices have been converted to a pack
of 25 cigarette equivalents.

(cl Intelligence led purchases involve gathering data and information on purchase outlets and using it to guide covert purchases. Random purchases are
made without suspicion that illicit tobacco products can be purchased from that outlet.

(d) A pack of Winfield 25s were chosen as the benchmark for changes in tobacco prices. It is an established brand with price changes likely to be
representative of the broader legal tobacco market.

Source: (11 BATA intelligence data.
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Size of the illicit tobacco market

The aooroach used to estimate the size of the Australian
Illicit tobacco market is globally consistent methodical
and robust
5.1 Estimating the illicit tobacco market

Methodology and validation

As discussed in section 2.1, KPMG divides the illicit tobacco
market into unbranded tobacco and illicit manufactured
cigarettes (in the form of counterfeit and contraband). These
categories taken together form total illicit consumption. It is
therefore important to take account of all consumption flows
when assessing the amount of illicit tobacco consumed.

The chart below illustrates how KPMG breaks consumption
into a number of categories (defined in section 2.1) and how
each category requires different data sources to estimate the
size of the market and validate the findings.

For each of these categories a separate primary approach is
used in order to estimate the volume of illicit tobacco. For
unbranded tobacco a consumption model approach is used,
based on results from a consumer survey.

Figure 5.1: Estimation of the illicit rnarketw
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This includes Chop Chop (unbranded loose tobacco sold in
bags) and unbranded tobacco sold in pre-filled tubes. For
illicit manufactured cigarettes an Empty Pack Survey (EPS)
analysis is used, based on the collection of discarded
cigarette packs across Australia.

This approach has been used consistently in each report over
the past three years. Therefore it provides good insights into
market trends.

We believe this approach provides an estimate of the size of
the illicit market in Australia which is as robust as possible
within current research techniques. However, to further
increase the level of confidence in this estimate, alternative
approaches are used to validate the illicit tobacco volumes
generated by the consumption model and the EPSanalysis.

Illicit tobacco consumption

Unbranded
Tobacco

consumption + Non-domestic
consumption consumption

Aztec Scan data
Euromonitor
Datamonitor
Infoview

RMR consumer
survey

Tourism statistics

RMR consumer survey
Empty Pack Surveys
Rolling papers sales

data
Internal company
intelligence data

Customs' seizure data
Euromonitor travel data

RMR consumer
survey

Health statistics

Note: (al Definitions for the above sales categories can be found in the glossary on page 2 and page 3.
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Size of the illicit tobacco market

We have used a broad range of aooroaches to oroduce
an estimate for the size of the Australian illicit
tobacco market
5.1 Estimating the illicit tobacco market (cont.)

The validations can be used as alternative estimations, or to
support trends and changes noted in the market. In this
section each of the approaches are described before the
process of estimation and validation is explained. A detailed
overview of these approaches can be found in Appendices
A1, A2 and A3. A detailed list of all data and information used
can be found in Appendix A12.

Primary approaches

Consumption model

This approach is based on the responses of consumers to
the survey conducted by Roy Morgan Research (RMR) in H1
2015 and H2 2015. The survey is commissioned by BATA,
!HI. and PML.

Survey participants represent the demographic, geographic
and social factors that characterise the Australian population.
The survey asks consumers about their consumption of both
legal and illicit tobacco. These survey responses are then
combined with other data sources by KPMG to arrive at an
estimate for total illicit tobacco consumption. Consumers are
asked about both unbranded tobacco and illicit manufactured
cigarettes.

For the purpose of this report, the consumption model
number for unbranded volumes in 2015 is based on the
average of the H1 2015 and H2 2015 consumer survey
results. Since consumers are likely to give a more accurate
estimate of their purchase behaviour over a shorter time
period, using an average of both surveys provides a more
robust number for 2015. Detailed results of the consumer
survey are discussed in section 6.

Empty Pack Survey (EPS)

An EPS is a study undertaken independently by
MSlntelligence (MSI) who collect 12,000 discarded cigarette
packs per survey across 16 different population centres in
Australia. The EPS is conducted every six months. The brand
and country of origin of each collected pack is assessed by
MSI to determine whether it is a domestic or non-domestic
product. Products from different countries of origin are
labelled as non-domestic. The collected packs are then sent
to the participating manufacturers for analysis to determine
genuine and counterfeit packs. KPMG uses the EPS results
to extrapolate overall consumption in the market. The
percentages of non-domestic and counterfeit packs are
applied to the volume of legal domestic sales in order to
establish the total consumption of manufactured cigarettes in
Australia.

The EPSapproach provides an objective and statistically
representative estimate of the size of the illicit manufactured
cigarette market. The results are not subject to respondent
behaviour and are therefore less prone to sampling errors
than many other alternative methodologies. The 16
population centres covered by the sample plan covers the
equivalent of over 75% of Australia's population.

A small proportion of non-domestic cigarettes are likely to
have been brought into Australia legally by Australians
travelling overseas or by tourists and permanent settlers
arriving in Australia. Travel statistics from the Australian
Bureau of Statistics are reviewed by KPMG in order to
estimate the likely volume.

An analysis of the amount of non-domestic legal brought into
Australia by these two groups can be found in Appendix ,{',.6.
Areas that are typically frequented by tourists and
international students (e.g. sports stadia, tourist attractions,
railway stations) are excluded from the EPS to avoid over
estimating non-domestic legal consumption and provide a
representative sample of the local population's consumption.

These non-domestic legal cigarettes are removed from the
total non-domestic volume by KPMG, which leaves the total
estimated illicit manufactured cigarette market, split into
contraband and counterfeit cigarettes as described in
section 2.

Since 2012, the empty pack surveys have been Jointly
commissioned by BATA, ITA and PML. Before H1 2013, the
study was carried out by ACNielsen. Prior surveys were also
run in 2009 and 2010 by ACNielsen (who also have
experience of conducting EPS in Europe) on behalf of PML,
and these have been made available to KPMG for use in this
report. The methodology and sample walking routes used by
MSI are consistent with those used previously by ACNielsen.

For the purpose of this update report a new EPS has been
conducted by MSI in 042015. The results from this survey
have been used in conjunction with the EPS results from 02
2015 to arrive at an estimate for the illicit manufactured
cigarette consumption for 2015. This method is consistent
with the approach used by KPMG in Project SUN to assess
the level of counterfeit and contraband cigarettes across the
EU Member States. It is a widely accepted method for
measuring the illicit market.

II -' ., -'I

Sources: (1) Proof Committee Hansard. Parliamentary Joint Committee on Law Enforcement, March 2016
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Size of the illicit tobacco market

Rolling papers and seizures are used to validate the
results of the consumption model and EPS
5.1 Estimating the illicit tobacco market (cont.)

Means of validation

Rolling papers analysis

This analysis has been developed by KPMG and has been
used with other clients to infer the volume of loose tobacco
smoked from the quantum of papers sold. It compares sales
of rolling papers provided by ITAil I with the legal sales of
loose tobacco to estimate a consumption gap between legal
and illicit.

In order to use this approach several assumptions are made:

1. Grams per rolled cigarette(2113)

2. Wastage rate of rolling papers(21131.

3. Rolling papers used for consumption of illegal druqs'" .

Data obtained in consumer surveys carried out by the
industry and sales figures from rolling papers manufacturers
are used in order to verify these assumptions, along with
data from the National Drug and Alcohol Centre.

We have found from previous analyses that, given the
number of assumptions in this approach, its main use is to
provide a range of estimates for the market size to help
validate other analysis.

Seizures data

Seizures data obtained from the ACBPS (renamed the ABF
from 1 July 2015) shows the volume and type of tobacco
intercepted as sea cargo(5) Using seizure data to size the
illicit market is often unreliable since it is difficult to ascertain
the proportion of total illicit product that is seized. Detections
depend as much on the performance of the customs or law
enforcement agency as they do on the presence of illicit
activity or the ingenuity of those involved. In addition, seizure
data used to intercept tobacco products coming into Australia
will not pick up loose tobacco which may have been illegally
grown in Australia.

Whilst seizure data is unlikely to generate an accurate
estimate for the illicit tobacco market, it can be used to
indicate trends and validate any considerable changes to the
illicit market. For example, an increase in manufactured
cigarette flows from a country picked up in the EPScould be
validated with a corresponding increase in seizures from that
country or in manufactured cigarettes representing a growing
percentage of seizures. We also use internal tobacco
company intelligence data as a validation of trends, however,
since this data is commercially sensitive we are not
authorised to publish it.

Sources: (1) Aztec Scan data.
(2) Industry estimates.
(3) Roy Morgan Research, Consumer survey.
(4) Australian Institute of Health and Welfare, The National Drug Strategy Household Survey, 2013
(5) Australian Customs and Border Protection Service, Annual Report 2015, October 2015.
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Size of the illicit tobacco market - Methodology

The validation of our measurements with additional data
sources orovides confidence in the results
5.1 Estimating the illicit tobacco market (cont.)

Figure 5.1: Overview of approach to estimating illicit tobacco

! he consumption mode! and EPSapproaches are thought to
be the most robust for estimating the illicit tobacco market in
Australia. Figure 5.1 shows the process by which the
consumption model and EPSanalysis are validated through
alternative analysis.

1. Primary approaches

oUnbranded tobacco: The consumption model uses data
from the RMR consumer survey, external data sources such
as the Australian Institute of Health and Welfare and the
Australian Bureau of Statistics to estimate the results. We
consider it to be the best way of sizing the unbranded
tobacco market.

o Illicit manufactured cigarettes: The EPS, conducted in
Australia by MSlntelligence, is the most reliable measure of
contraband and counterfeit. It also forms the foundation for
Project SUNla)

0+0 Total illicit tobacco: The total illicit tobacco market
size estimate is calculated by adding the results of the
validated EPSanalysis for manufactured cigarettes (i.e.
contraband and counterfeit) with the output of the validated
consumption model for unbranded tobacco. The results are
presented in kilograms to show total consumption of both
loose tobacco and manufactured cigarettes.

2. Validation

Rolling papers analysis is used in order to validate the
unbranded tobacco market. Whilst assumptions relating to
grams per rolled cigarette, rolling paper wastage rates and
cannabis usage are hard to verify, rolling papers analysis is
helpful to determine the likely ratio between consumption of
loose tobacco and illicit loose (unbranded) tobacco.

The consumption model has historically been used in order
to estimate the illicit volume of manufactured cigarettes.
As such it provides a good approach by which to assess the
EPS results.

(8) A study of the illicit cigarette market in the European Union by KPMG.

~

Note:

3. Additional validation

Total illicit tobacco consumption (i.e. unbranded tobacco and
manufactured cigarettes together) can be validated further by
seizures data.

Seizures data can be used in order to validate the likely mix
of illicit tobacco consumption. If the consumption model and
EPSshow a large change in the mix of illicit products,
seizures data should support this change.

Using this validation process enables us to understand and
corroborate any significant changes to illicit tobacco
consumption.

Ongoing data source monitoring

We take a forward looking approach to ensuring the most
appropriate data is used in the modelling process. For
example, many surveys of smoking prevalence are
conducted at irregular intervals whereas the actual decline is
smooth over time between these periods. To avoid major
future restatements that distort trends we continuously
monitor the relevance of data sources and may rebase some
data based on historic and forecast trends.

To ensure comparability with our ongoing methodology we
have applied these changes retrospectively. See Appendix
A1 for details.
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Size of the illicit tobacco market

Illicit tobacco accounted for 14.0%of total tobacco
consumotion in 2015, down from 14.5%in 2014

5.2 Illicit tobacco consumption in Australia

Figure 5.2a: Consumption of tobacco products by category, 2007 - 2015(1)(2)(a)(b)(c)(d)(e)
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The total level of tobacco consumption in Australia was
estimated at 17.4 million kg in 2015, of which 2.4 million kg
was estimated to be illicit. Our estimate of total consumption
represents a fall in volume of 0.9% from 2014 and a
corresponding fall from 14.5% to 14.0% of illicit tobacco as a
proportion of total consumption over the same period.

Consumption of unbranded (loose) illicit tobacco decreased
in 2015 for the first time since 2013. Although large
consumption volumes of illicit manufactured cigarettes were
also identified, volumes were lower than in 2014.

Contraband consumption is the largest component of illicit
manufactured cigarette consumption. Counterfeit remains a
very small component of illicit tobacco consumption (1.4%)
although this volume has increased from 0.01 million kg in
H1 2015 to 0.03 million kg in full year 2015.

Figure 5.2b: Share of illicit tobacco consumption, 2015(3)

Counterfeit
1.4%

Contraband
44.7%

Unbranded
53.9%

Notes: (a) 2015 represented consumption for the twelve months to end
December 2015.

(b) Counterfeit and contraband estimations are unavailable for 2007
(c) Non-domestic legal volumes are smaller than 0.1 million kg and

volume labels have not been included for this category
(d) KPMG have not had the opportunity to validate results for

2007-2011
(el Numbers in the chart do not sum due 10 rounding.

I":" 'I'
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LTM H1 2015
CAGR (%) 2014 - 2015 - 2015

• Counterfeit
• Contraband
• Unbranded

302.3%
(64%)
(4.5%)

456.8%
56.6%

(33.6%)

~illicit product ' '. ',(4.3%) (4.7%~

(1.0%)

• Non-domestic (legal)
• Legal domestic sales

31.5%
(04%)

28.0%
(05%)

(0.9%)Total consumption

As a result, the decline in total consumption is due to a
reduction in both legal and illicit consumption.

The volume of non-domestic (legal) product grew, primarily
as a result of increased inter-country travel (increased travel
from both China and New Zealand=). as well as an increase
in the incidence of non-domestic packs from the latter.

Figure 5.2c: Illicit tobacco consumption as a proportion
of total consumption, 2007 - 2015(1)(2)(3)(4)(d)
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Sources: 11) PriceWaterhouseCoopers. Australia's Illegal Tobacco Market,
2007,2009.

12) Deloitte, Illicit Trade of Tobacco in Australia, 2010, 2011, 2012.
13) KPMG analysis.
14) Industry data; see specific report sections for further detail.
15) Euromonitor travel data, accessed February 2015.
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Size of the illicit tobacco market

The estimate of unbranded tobacco volumes is
suooorted by the roiling oaoers analysis
5.2 Illicit tobacco consumption in Australia (cont.)

Table 5.2: Results of primary methodologies, 2014 - 2015

2014 and 2015 results (tonnes)

LTM Hl 2015
%Change

(LTM Hl 2015-2015)
25.1%
136.0%

______ 6.9%

(18.5%)
(2.4%)

1.lllicit manufactured
cigarettes

Contraband
Counterfeit
Total

2. Unbranded tobacco

872
14

886
1,613

...

3. Total illicit tobacco 2,499

1. Illicit manufactured cigarettes

Based on analysis of the EPS undertaken by ~v1Slntelljgence,
the 2015 estimation of the illicit manufactured cigarettes
market is 1,092 tonnes for contraband and 34 tonnes for
counterfeit. This equates to an increase of 26.9% in illicit
manufactured cigarettes since LTM H1 2015.

Figure 5.2.1: KPMG estimates of illicit manufactured
cigarettes, 2014 - 2015(1)
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Sources: (1) KPMG analysis.

2. Unbranded tobacco

The consumption model indicates that the voiume of
unbranded tobacco consumed decreased by 4.5% between
LTM Hl 2015 and 2015, from 1.61 million kg to 1.31 million
kg. This level of illicit unbranded volumes is still supported by
the rolling papers analysis.

Our rolling papers analysis estimates that the unbranded
tobacco market is likely to be between 1.25 million kg and
2.02 million kg. The 1.31 million kg sits within this range
albeit at the lower end. This was mainly driven by a lower
average quantity of Chop Chop purchased on each occasion
than previous periods, specifically in 03 2015 but also 04
2015.

Figure 5.2.2: Volume of illicit unbranded tobacco
generated by the rolling papers analysis, 2012 - 2015(1)
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Size of the illicit tobacco market

Sea cargoes have reoresented the majority of seizures
made in recent years
5.3 Enforcement context

Reported border seizures

Since 2011-12 the number of detections in sea cargo by the
ABF (formerly the ACBPS) has trended upwards!".
Conversely, the weight of tobacco seized has trended
downwards over the period to an eight year low.

Figure 5.3.1: Sea cargo seizures split by type of illicit
tobacco, 2008 - 2015(1)(a)(b)(c)

394 379
100

en
80 ~

:J
60 .~

Q)en
40 0

EJ
20 roo

0 ro
Q)
(/)

400
en
~ 300
c
g 200
oo
~ 100
.0

~ 0

- Loose tobacco
_ Manufactured cigarettes
- Number of detections

The mix of illicit tobacco seized (and reported) from sea cargo
has varied over the last eight years. Loose tobacco has
consistently accounted for the majority of tobacco seized,
with 82% of the total weight in 2015. This represents a shift
away from manufactured cigarettes in comparison to the
previous three years. The reported mix may differ from the
actual consumed mix as a result of timing differences or the
delayed declaration of some seizures.

Reported domestic seizures

Figure 5.3.2: Reported domestic seizures of illicit
tobacco'"

2011-12 2012-13 2013-14 2014-15

2 2
Number of
seizures
Estimated
excise evaded $11.3m $13.4m $8.0m

In 2014 our report noted a number of seizures of
domestically grown product (not included in Figure 5.3.1).
This trend continued into 2015 with the discovery of some
domestic tobacco crops (see Figure 5.3.3 on next page).
although the majority of seizures in the latter stages of the
year were of manufactured cigarettes (both contraband and
counterfeit).

The two reported domestic seizures in 2014-15 (see above
table) both occurred in Victoria and were the result of a
collaborative partnership involving the ATO, AFP and local
police forces.

The investigation, detection and seizure of this domestically
grown illicit tobacco is the responsibility of the ATOI2) These
crops are identified through the use of both formal networks
and community tip-offs gathered through a range of law
enforcement agencies. In addition to these seizures the ATO
successfully convicted a number of individuals for illicit
tobacco related offences. These included the conviction of
an individual in Western Sydney for growing 27,000kg of
tobacco and another individual from Moorabool, Victoria for
possessing 35,000kg of tobacco leaf(2)

Notes: (a) Illicit tobacco detections were also made in air cargo. However,
volumes are considerably smaller and are not published in the
annual report.

(b) Pre 2010-11 tobacco seizures have been converted from cigarette
equivalents based on the conversion rates used for consumption
modelling. Sources: (1) Australian Customs and Border Protection Service. Annual Report

(c) Numbers for 2012-13 have been updated and are based on data 2014-15
provided by the Australian Customs and Border Protection Service. (2) Inquiry into Illicit Tobacco, ATO submission, 2016
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Size of the illicit tobacco market

A number of seizures were made by the ABF and other
enforcement aQencies towards the end of 2015
5.3 Enforcement context

Evolution of points of entry

The majority of tobacco and cigarette detections continue to
occur within the sea cargo environment. However. the ABF
are "now seeing increased activity in undeclared small
consignments through the passenger. air cargo and mail
streams which indicates a shift in smuggling rnethodoloqv"!".
Seizures of illicit tobacco believed to be imported through
either air cargo or mail order are currently not reported in
Figure 5.3.1 although these methods of smuggling grow in
popularitv'". The ACC also notes that groups involved in the
illicit tobacco trade" are highly networked and that they have
made significant effort to gain a knowledge of Customs
procedures, priorities and detection limitations"12}

The ABF and other enforcement agencies have started using
less traditional methods of detecting and seizing illicit
tobacco. For example, in December 2015, 80 kg of illicit
processed tobacco hidden in air cargo were uncovered by a
trainee detector dogl3} This seizure highlights the ABF's
rationale for undertaking a multi-pronged approach to
stopping the movement of illicit goods into Austreha'".

Sources: III

121
131

141
151

161

171

181

191

Australian Customs and Border Protection Service, Annual Report
2014-15
ACC Annual Report. Organised Crime in Australia 2015
newstroom.border.gov.au, Pirate sniffs out 80kg of illicit tobacco,
Dec 2015

Tobacco crop bust at Merrigum. Kyabram Free Press, March 2015
Another big tobacco crop seized in Goulburn Valley, Weekly Times,
May 2015
Herald Sun, Police bust alleged illicit tobacco importation gang,
December 2015
Korean man to be deported after being found with 70 cartons of
cigarettes in Wangaratta, The Border Mail, July 2015

AAP Newswire, NSW: Police raids net $60k of illegal goods, July
2015

The Age, AFP, crime squad raid milk bar in Melbourne's north,
August 2015

Figure 5.3.3: Key seizures in 2015

May: 'Thousands' of tobacco
plants were seized on Victorian
farm by the AFP & Victorian
police"l

July: Local police seized $60,000
of tobacco products and
electronic good during a raid on
6 tobacconists in SydneylBI

September: The ABF, AFP, ACC
and NSW:Police seized 9 million
illegal cicarettes''?'

October: ABF officers seized 5.9
million cigarettes were imported
through air cargo from the
UAEI131

November: The ABF seized 4
million cigarettes in Svcnev'!"

November: 2,100 cartons of
counterfeit cigarettes were
seized in Sydney by local
police(15)

Key:
• Manufactured cigarettes seizure.
• Loose tobacco seizure.
• Domestic seizure.
• Air cargo/mail order seizure.

Jan
March: 32 hectare tobacco crop
discovered in Merrigum by the
AFP and Victorian police!"

May: AFP and ABF seized 9
million cigarettes and 44.5 kg of
molasses tobaccow'

I July: 70 cartons of illegally
imported cigarettes were found
in a car in Wangaratta by local
police!"

August: $20,000 of black market
cigarettes seized in raids by ABF,
AFP and North West Regional
Crime Squadl91

October: The ABF seized 71
tonnes of tobacco in Australia's
largest ever illegal tobacco
seizure'!' )

October: 46,000 cigarettes were
seized at Melbourne Airport by
the ABF and the Department of
Agriculture and Water
Hesourcesl'?'

November: The ABF uncovered
10.6 million cigarettes and 7
tonnes of tobacco molasses
illegally imported from
Sinqapore'!"

U:-;o,-s:Ar;~s-t~-~~d~i;~~~;;0;~
: suggest that about 200 tobacco
: shipments contained more
: tobacco than was declared.
: About $15m of excise was
: alleged to have been evaded,
: much of it attributable to
: Spoonbill branded cicarettes'!".l _

1101 Department of Immigration and Border Protection, Thirteen
charged, illegal tobacco importation syndicate shut down - Polaris
Joint Taskforce, Sept 2015

111) 'Record haul' of illegal tobacco worth $40 million seized by
Australian Border Force, ABC News, October 2015

(12) ABF Joint Media Release, 46,000 cigarettes seized at Melbourne
Airport, Nov 2015

(13) http://www.minister.border.gov.au/peterdutton. Ten tonnes of
tobacco seized in Melbourne, October 2015

(14) Illegal cigarette seizures keep Border Force busy, The Huffington
Post. Nov 2015

(15) Woman charged over counterfeit ciggies, The Australian News,
November 2015

(16) newsroom.border.gov.au, major strike delivered to illegal cigarette
smuggling, February 2016
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Consumer survey findings - Consumer survey overview

Roy Morgan Research samoling overview

RMR contacts a panel by email to undertake the survey.
Differing screening processes for panels may help better identify potential
respondents (60,280) who fit the demographic requirements of the study.
Improved targeting of respondents has resulted in sending 35% fewer email
invitations in H2 2015 than the prior period.
The panel is filtered out with screening questions to enable the required
demographics and a representative sample.
The respondents are now broadly representative of Australia's demographics.
The survey asks more screening questions about smoking habits and products
smoked. This establishes that the panel are regular smokers of manufactured
cigarettes and/or RYO.
71% of those eligible completed the survey, resulting in 2,383 full responses.

6.1 Consumer survey overview

6.1.1 Roy Morgan Research survey overview

The consumer survey is primary research carried out to
establish the size of the illicit unbranded tobacco market in
Australia. The survey, commissioned by BATA, ITA and PML,
was again carried out by Roy Morgan Research (RMR) to
ensure comparability with previous years.

The survey focuses on tobacco consumption behaviour by
adult smokers who smoke on a regular basis's'. Consumers
are asked about their consumption and purchase of legal and
illicit tobacco products including:

Unbranded loose tobacco (both 'Chop Chop' sold
loose in bags or in pre-filled tubes).

Counterfeit and contraband manufactured cigarettes.

The consumer survey was conducted at least annually from
2009 and then biannually from 2013. There is a three week
response period and the survey made use of Computer
Assisted Web-based Interviewing (CAWI). The H2 2015
survey was carried out between 17 and 30 November 2015.
The survey was only available in English and respondents
took on average 6 minutes 48 seconds to complete's'.

Respondents who complete the survey earn points which
can be redeemed for gift vouchers for retail outlets. Typically,
an RMR survey of the length used here awards respondents
points equivalent to AUD$l of vouchers. Respondents have
to complete a number of consumer surveys focusing on a
range of issues in order to accumulate enough points to
exchange for vouchers of a certain value. There are state by

Figure 6.1.1: Roy Morgan Research (RMR) survey
attrition chart'!'

60,280 received an e-mail invitation
to complete the survey

19,680 clicked the e-mailed
survey link

17,084 qualified to take part

3,341 were 'qualified' smokers

2,383 completed the survev'"

Notes: (a)
Ibl

(c)

Idl

lei
IfI

Source: 111
121

~

state regulations which guide the implementation of rewards
for such consumer surveys and this RMR survey complies
with all such regulations nationally.

6.1.2 Consumer survey sampling methodology

RMR draws its sample from an Australia-wide database
(urban and rural areas), collected through its 'Establishment
Survey'. This is conducted throughout the year and includes
information on demographics and attitudes.

The sample for the tobacco questionnaire is weighted by
location, age and gender using RMR Single Source data in
order to be representative of the national population. The
Single Source= distribution of income, occupation and work
status of smokers is then used to rim weight1d) the data. The
survey only samples people over 18 years old. Non-private
dwellings and institutions, and occasional «5 days per week)
and non-smokers are excluded. R!\'~H also uses a one quarter
exclusion rule for respondents's'.

To meet target responses, RMR supplements its sample
with samples from a set of qualified third-party suppliers
(large reputable international suppliers of online research
samples).

The Australian Institute of Health and Welfare (AIHW) has
indicated that this approach is probably the "most
appropriate way to measure this type of information"(2)

Founded in 1941, Roy Morgan Research (RMR) is an
established Australian market research company. RMR has
significant experience working with consumer surveys
monitoring legal and illicit tobacco consumption and have
provided the consumer research for all of the previous
versions of this report.

For the purposes of this report. a regular smoker is a person who smokes tobacco products on at least five days in a given week.
The Australian Market and Social Research Society's 'Guideline for Market and Social Research Interviews' recommends a maximum survey length for
incentivised online surveys of LUminutes.
Single Source is RMR's database collected through their Establishment Survey which focuses on demographic and behavioural factors and closely
matches the ABS Census. It is used to establish quotas for other surveys.
Rim weighting uses mathematical algorithms to provide an even distribution of results across a dataset while balancing certain categories such as age to
pre-determined totals. It weights specified characteristics simultaneously and disturbs each variable as little as possible.
The respondent cannot have done the study in the most recent prior quarter.
To meet project timelines, the field period closed on 30 November 2015, over the target of 2100 completed surveys. Data from the 1,383 completed
was weighted to the quotas set for the target of 2,100 to reflect the distribution of smokers aged 19+ across Australia lexcluding NTI.
Roy Morgan Research, Consumer survey H2 2015.
Proof Committee Hansard, Parliamentary joint Committee on Law Enforcement, March 2016
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Drivers of results

A higher ourchase orevalence H2 2015was offset by lower
average ourchase volumes leading to an overall decline in
illicitunbranded consumotlon comoared to H22014
6.1.2 Purchasers of illicit unbranded tobacco

Figure 6.1.2a: Proportion of respondents who reported purchasing illicit unbranded tobacco, 2012 - H2 2015(1)(2)(a)
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The H2 2015 RMR consumer survey saw an increase in the
proportion of respondents purchasing unbranded tobacco
compared to H1 2015. However, the average frequency of
purchase decreased from 14 to 12 occasions per annum
(below). The decrease in the average amount purchased,
coupled with a decrease in frequency (between H1 2015 and
H2 2015), resulted in the average annual volume per
consumer falling from 3.48 kg to 2.2 kg, a decrease of 36%.

However, the consumption model number for unbranded
volumes is based on the average of the two consumer
survey results in that twelve month period. Purchase
incidence and average purchase volumes were lower in H2
2015 than in H2 2014, therefore overall unbranded volumes
decreased from 1.61 million kg in LTM H1 2015 to 1.31
million kg in 2015.

Figure 6.1.2b: Average frequency of purchase per annum,
2012 - H2 2015(1)(2)(a)

Figure 6.1.2c: Average volume purchased (kg) per
occasion, 2012 - H2 2015(1)(2)(a)

18 17 0.3
16 0.248 0.236 0.240 .2012

E 15
Oi::Jc = 0.2:ii 12 0:u (.)cc, 9 (1J

<n .0

'" 0
<n 6 f- 0.1(1J
s:
1:
::J 3
0..

0 0.0
Unbranded Unbranded

Note: (a) 2012,2013,2014 and 2015 analysis is based on CAWI consumer survey results.
Sources: (11 Deloitte, Illicit Trade of Tobacco in Australia, 2012

121 Roy Morgan Research IRMRI, Consumer survey, Hl 2013, H2 2013, Hl 2014, H2 2014, Hl 2015, H2 2015.
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Drivers of results

The EPSsamoling olan comorises of collecting 12,000
emoty oacks across 16 oooulation centres in Australia
twice a year
6.2 EPS results

6.2.1 Australian EPS sampling plan(1)(2)

The EPSanalyses discarded cigarette packets which have
been collected from a set area. The aim is to collect a
representative sample of discarded cigarette packets which
can then be analysed to provide information about the nature
of consumption of manufactured tobacco products.

Empty packs are collected on a proportionate basis from a
number of neighbourhoods. Packs are collected from streets
and easy access public bins in areas on the sampling plan.

For the purpose of this report, an EPSwas carried out by an
independent market research agency; MSlntelligence (MSI)
across November - December 2015. This 042015 EPS
collection was based on a sampling plan consistent with the
pravious EPSsampling plan: 12,000 packs were collected,
the same neighbourhoods were sampled and the same 16
population centres were covered. This covered approximately
75% of the total population as shown in Figure 6.2.1.

Table 6.2.1 Q4 2015 EPS sampling plan:

Packs are collected from pre-determined neighbourhoods,
selected to be representative of the city being sampled.
Similarly, the neighbourhoods selected are also consistent
with the previous surveys. Packs are collected irrespective of
their brand and country of origin. Collection routes
specifically exclude sports stadia, shopping malls and
stations, or any other locations where non-domestic
incidence is likely to be higher as a result of a skewed
population visiting these areas and may not be
representative of local consumption

After the collection is completed, to ensure the sample is
representative, packs are weighted based on the proportion
of each city's population.

Founded in 2001, MSI is a private company with
headquarters in Geneva, Switzerland specialising in market
research. MSI has particular experience in the tobacco
industry and has conducted over 950 EPS in more than
80 countries.

Population (million) Number of sampled
Population centres 2012 estimate(2)(a) neighbourhoods Sample packs Weighted packs

Sydney 4.7 40 3,000 3,253
Melbourne 4.2 40 2,500 2,959
Brisbane 2.2 30 1,200 1,526

Perth 1.9 30 1,000 1,322
Adelaide 1.3 25 800 890
Gold Coast - Tweed Heads 0.6 13 400 412

Newcastle 0.4 13 400 292
Canberra - Oueanbeyan 0.4 10 300 287
Wollongong 0.3 10 300 197

Sunshine Coast 0.3 10 300 199

Hobart 0.2 10 300 151

Geelong 0.2 10 300 125
Townsville 0.2 10 300 120

Cairns 0.1 10 300 99
Darwin 0.1 10 300 92
Toowoomba 0.1 10 300 77

Total sample 17.2 281 12,000 12,000
Total population of Australia 22.9

Note: (a) Population numbers are based on the Australian Census, 2011
Sources: (1) MSlntelligence Research, Empty Pack Survey, 02 2013,042013,022014,042014,022015 and 04 2015.

(2) Australian Bureau of Statistics.

39



Drivers of results

Between 04 2014 and 04 2015 non-domestic cigarette
consumotion increased in 14 of the16 oooulation centres
samoled
6.2.2 Australian EPS results - Non-domestic incidence by population centre

Figure 6.2.2a: Total non-domestic incidence by population centre, 04 2014 - 04 2015(1)

Darwin

*Key • 042014

• 042015* Decreasing illicit tobacco* Increasing illicit tobacco

'··,M * Cairns li;-IM
* Townsville

titMi•
'1-----
I
I
I IIFltirAllli.i.ij#I
1 _

Total Australia

RiM;' .•

Sunshine Coast liMfi-
*Toowoomba * * Brisbane ';'44;.
*Gold Coast •• 'IOM

Perth *
11;"·'· Adelaide

Newcastle , .. :,.

*';f.i.iN Sydney *
C b * "* Wollongongan erraa.i. ''':1.

Geelong * * Melbourne

•• ,tl liM...

,fir-':M *
Figure 6.2.2b Weighted non-domestic incidence by
population centres, Q4 2014 - Q4 2015(1)
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The 042015 survey found non-domestic packs in all
sampled population centres.

Despite the geographical differences the trend in incidence
was relatively consistent between the largest population
centres and the rest of the sample. In 042015 weighted
non-domestic incidence increased by 3.3 percentage points
in the four major population centres, namely Sydney,
Melbourne, Brisbane and Perth. Likewise, weighted non
domestic incidence increased by 3.6 percentage points in the
other population centres over the same period.

Only Brisbane and Geelong experienced a decline in non
domestic incidence over the period. In 042015 Melbourne
had the highest level of non-domestic incidence, whilst in the
previous two quarters (04 2014 and 02 2015) non-domestic
incidence had been highest in Cairns and Sydney respectively.
Despite this, Sydney still accounted for 27% of the total non
domestic cigarettes collected in Australia in 042015.

Sources: (1) MSlntelligence Research, Empty PackSurvey. 042014 and 04 2015.
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Drivers of results

Recent increases in non-domestic incidence has been
due to growth Inthe flows of a wide range of brands
6.2.3Australian EPSresults - Non-domestic incidence by brand flow

Figure 6.2.3: Total non-domestic incidence by brand flow as a percentage of total manufactured cigarette
consumption 042009 - 04 201S(1)(2)(a)(b)(c)(d)
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A blended approach, assigning equal weighting to the
02 2015 and 042015 EPS, has been used to size the illicit
manufactured cigarette consumption volume for 2015. As
highlighted earlier, using the blended method is consistent
with the approach used by KPMG in Project SUN (and the
recent Australian Reports undertaken by KPMG) to assess the
level of counterfeit and contraband cigarettes across the EU
Member States. A blended approach gives a more accurate
view on the full year findings as each bi-annual EPS is
reflective of market trends at that point in time only.

The share of illicit whites brand flows remained stable at 0.6%
of non-domestic manufactured cigarettes consumption in
2015, representing an increase of the 2014 figure by three
percentage points. However, levels of illicit white brand flows
remain below the peak of 1.8% experienced in 042013.
Notably, illicit white brand flows were the only category not to
increase between 02 2015 and 042015 despite the rise in
non-domestic incidence.

In comparison to the 2014 figures, the 2015 results are broadly
similar with a similar mix between the flow of brands from the

As per the EPS, non-domestic incidence has increased to top three manufacturers and all others. However the non-
10.0% in 042015 from 6.6% in 02 2015. When both survey domestic trends differ between the two years significantly
results are combined it gives a total non-domestic incidence of with decreasing non-domestic incidence levels towards the
8.3%, a decline of 0.2 percentage points from the figure latter part of 2014 then increasing over the course of 2015.
reported in 2014.

Between 2014 and 2015, the flows of non-domestic Marlboro
has proportionally increased when compared to the Mevius
and Dunhill brand flows.

Notes: (a) Our definition of illicit whites (see the glossary) was updated in 2014.
(b) The full year 2015 figures are based on the blended result of the 02 2015 and the 04 2015 EPSusing the weighted number of cigarettes.
(c) Numbers in the above chart may not sum due to rounding.
(d) Numbers less than 0.4% have been removed for clarity purposes.

Sources: (1) MSlntelligence Research, Emptv Pack Survey. 02 2013. 042013. 022014. 042014, 02 2015 and 042015.
(2) AC Nielsen. Etnptv Pack Survey. 2009. 2010. 2012.
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Drivers of results

Excluding Duty Free, Chinese origin flows remained the
largest comoonent of non-domestic Incidence in 2015
6.2.4 Australian EPS results - Country of origin flows

Figure 6.2.4: Total non-domestic incidence by country of origin flows as a percentage of total manufactured cigarette
consumption 04 2009 - 04 2015(1)(2)(a)(b)(c)
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Asian countries were the primary source for inflow of non
domestic manufactured products into Australia, with high
levels of duty free products also present. China (including
China duty free) was the largest individual source country for
non-domestic manufactured cigarette flows in both the 04
2015 EPS (accounting for approximately 20% of all non
domestic flows) and the full year 2015 (accounting for over
19% of all non-domestic flows). These Chinese non-domestic
flows are predominantly China National brand of Chunghwa
and JTI's Mevius.

The majority of Marlboro and Dunhill (the two largest non
domestic brand flows) which enter Australia originate from
South Korea.

Flows of non-domestic manufactured cigarettes with
unspecified labelling remained a noteworthy component of
non-domestic inflows in both the 02 and 04 EPSwith a annual
share of 7.4% of the non-domestic incidence. This is down
significantly from 2013 levels with a high proportion of the
remaining flows accounted for within the illicit white brand
flows category. The increase from 2014 to 2015 was largely
accounted for by greater flows of the Manchester brand
(especially in 02 2015) which accounted for 56% of the
Unspecified category.

The non-domestic incidence of flows from New Zealand
increased over the period from 0.1% in 2014 to 0.8% in 2015.
Over 67% of the New Zealand flows in 042015 were
retrieved from Melbourne and Sydney, likely destinations for
business travel to and from New Zealand. Due to the high
levels of overseas visitors from New Zealand, and Australian
travel to the country, much of the non-domestic incidence is
classed as Non-Domestic Legal and will therefore not
contribute towards the total illicit tobacco consumption figure.

Notes: (a) The 2015 figures are based on the blended result of the 02 2015 and the 04 2015 EPSusing the weighted number of cigarettes.
(b) Numbers in the above chart may not sum due to rounding.
(c) Labels with value less than 0.4% have been removed for clarity.

Sources: (1) MSlntelligence Research. Empty Pack Survey. 02 2013. 042013, 02 2014, 042014, 02 2015 and 04 2015.
(2) AC Nielsen. Empty Pack Survey, 2009, 2010, 2012.
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Drivers of results

In 2015 BATbrand flows reolaced trademark owned by
China National flows to become the second largest
non-domestic inflow by trademark owner
6.2.5 Non-domestic flows by trademark owner

Figure 6.2.5: Non-domestic incidence by trademark owner flows
042009- 04 2015(1)(2)(a)(b)(c)
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PMI and BAT flows accounted for over half the non-domestic
flows found in Australia in the 04 2015 EPS. China National
trademark-owned brand flows were the third largest inflow,
representing 17% of the total non-domestic products found
in the 042015 survey and growth of 0.8 percentage points
since the 02 2015 EPS.

Notably non-domestic flows of the three main manufacturers
from Japan grew by nearly 150% between 02 and 042015
and now represent similar volumes to those from Indonesia
(the price of cigarettes from Japan is approximately 80% less
than the equivalent pack from Australia). This occurred despite
only a modest increase (7%) in the number of visitors from
Japan over the same period.

Non-domestic flows of brands trademark owned by the
largest manufacturers continue to represent around two
thirds of non-domestic volumes. The 2015 PMI, BAT and
JTI brand flows primarily originated from South Korea, New
Zealand and Indonesia.

Notes: (a) The full year 2015 figures are based on the blended result of the 02 2015 and the 04 2015 EPSusing the weighted number of cigarettes.
(b) Numbers in the above chart may not sum due to rounding.
(c) Labelswith value less than 0.4% have been removed for clarity.

Sources: (1) MSlntelligence Research,Empty Pack Survey, 022013,042013,022014,042014,022015 and 04 2015.
(2) AC Nielsen, Empty Pack Survey, 2009, 2010, 2012.
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Drivers of results

Counterfeit incidence increased in the 04 2015 emoty
oack survey but remains low
6.2.6 Australian EPS results - Counterfeit flows

Figure 6.2.6a: Counterfeit flows incidence as a percentage of total manufactured cigarette consumption Q2 2012 -
201s11)(2)(a)(b)(c)(d)(e)
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The 042015 EPS indicated that 0.30% of manufactured
cigarettes consumed in Australia were counterfeit flows.
Although the share of counterfeit of total consumption has
been relatively small since 02 2012, this latest estimate
represents an increase from both the 042014 and 02 2015
EPS, following the large decline between 042013 and 02
2014.

Despite some media reports uncovering instances of
counterfeit plain packaged cigarettes none of the counterfeit
packs collected as part of the EPSwere in plain packaging.

According to media reports, the first counterfeit plain
packaged cigarettes were discovered in February 2015131.
This represents the first instance of counterfeit plain
packaged cigarettes since their introduction in 2012,
when approximately 45% of counterfeit cigarettes
consumed appeared to have been designed for the local
marketl21.

Notes: (a) Counterfeit incidence is not available for 2009, 2010 and 2011
Ibl The counterfeit volume is reported from the participating manufacturers of BATA, ITA and PML. No other counterfeit is included in the volumes reported

due to lack of information.
(c) The full year 2015 figures are based on the blended result of the 02 2015 and the 042015 EPS.
Id) Numbers in the above chart may not sum due to rounding.
Ie) Values less than 0.01% have been removed for clarity.

Sources: 111 MSlntelligence Research, Empty Pack Survey, 02 2013, 042013, 02 2014, 04 2014, 02 2015 and 042015.
121 AC Nielsen, Empty Pack Survey, 2012.
131 'Fake cigarettes spark counterfeit flood fear', The Australian, February 2015.
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Drivers of results

The consumotion of Illicit whites brand flows Increased
slightly in 04 2015

6.2.7Australian EPSresults -Illicit whites brand flows

Figure 6.2.7: Consumption of illicit white brand flows as a percentage of total manufactured cigarette consumption
042009 - 04 201S(1)(2)(a)(b)(c)(d)(e)(f)(g)
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This analysis was undertaken by KPMG in conjunction with
SATA, ITA and PML. According to the 04 2015 EPS, 0.62%
of all manufactured cigarettes consumed in Australia were
illicit whites brand flows, an increase from the 0.32% of
consumption identified in the 04 2014 EPS.The high
volumes of Manchester brand flows in 2015 02 accounted
for the increase of illicit white brand flows in 2015 despite
then decreasing in 04 2015.

2015

In 042014 Manchester brand flows were identified in eight
out of 16 population centres, while in 042015 it was present
in ten of the 16 population centres. The Manchester brand is
not sold legally in any retail outlets in Australia but appeared to
be available throughout the country given that it was collected
across Australia during the EPS.The study found that Sydney
remained the largest market of Manchester brand flows, with
27% of the cigarettes collected in the 04 2015 EPS.

The number of different variants captured by the EPS under
the Manchester brand family flow has grown from 2014
through to 2015. In 02 2015 the 'Extra' variant was captured in
the EPS for the first time, followed by additional variants
captured in 042015. These are in addition to the three
variants captured in 2013 and 2014 which still account for the
vast majority of Manchester brand flows.

Notes: (a) Our definition of illicit whites (see the glossary) was updated in 2014.
(b) The selected illicit whites brand flows reported in the 04 2015 EPSare different from the ones reported in the FY 2013 report due to the refinement of

the illicit whites flows methodology and changes in the magnitude of brand flows over time.
Ic) Other rlticrt whites brand flows include Oscar, Otto, Business Royals. Deal, Diaoyutai, Dominant, Jet, M&J, Mac, Mond, Natural American Spirit, U2.
Id) The share of illicit whites flows is calculated based on the number of sticks. however. in the H1 2013 report the share of illicit white brand flows was

calculated based on weighted packs. The share of illicit whites flows when calculated based on weighted packs would have been: 0.3% in 04 2009.
0.8% in 042010. 1.4% in 02 2012. 1.6% in 02 2013. 2.3% in 042013.0.5% in 02 2014. 0.6% in 042014, 1.1% in 02 2015 and 1.2% in 042015.

(e) The 2015 figures are based on the blended result of the 02 2015 and the 04 2015 EPS.
(f) Numbers in the above chart may not sum due to rounding.
(g) Values below 0.5% have been removed for clarity purposes.

Sources: (1) MSlntelligence Research, Emptv Pack Survey, 02 2013, 042013, 02 2014, 042014, 02 2015, and 04 2015.
(2) AC Nielsen, Emptv Pack Survey, 2009, 2010, 2012.
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Conclusion

Illicit tobacco consumotion has continued to decline from
the oeak in 2014

2014 and 2015 results (kg '000)

% change
2014 2015 (2014 - 2015)

Contraband 1,166 1,092 (64%)

Illicit manufactured cigarettes Counterfeit 8 34 302.3%

Total 1,175 1,126 (42%)

Unbranded tobacco 1,375 1,314 (45%)

Total illicit tobacco 2,549 2,439 (0.9%)
!!licit tobacco consumption as 14.5% 14.0% nla% of total consumption
Equivalent excise value (AUDm) AUD1,353 AUD1,492 10.2%

The illicit tobacco market in Australia

Our study indicates the consumption of illicit tobacco in
Australia has declined marginally. As a proportion of total
consumption it has declined to 14.0% from 14.5%
between full year 2014 and 2015. This trend is broadly
consistent with a range of secondary data sources.

Illicit manufactured cigarette consumption fell in 2015 whilst
the origin of these flows also continues to evolve. China
(including China Duty Free) has overtaken South Korea as the
largest country of origin of non-domestic flows in 2015.
However, flows originating from South Korea (including
South Korea Duty Free) continue to account for a large share
of non-domestic inflows (18% of total).

Over the last twelve months the consumption of both
contraband and unbranded tobacco has declined. However,
this decline masks a marked increase in contraband volumes
between 02 2015 and 042015 as non-domestic incidence
levels rose from 6.6% to 10.0%. The mix of illicit tobacco
consumption remained in favour of unbranded tobacco but
changed from 65% to 55% over the six month period.

If all of this tobacco had been consumed in the legitimate
market, we estimate it would have represented an excise
amount of AUD 1.49 billion at the average excise rate for
2015111

The Australian Crime Commission is of the view that
'organised crime remains entrenched within the illegal
tobacco market in Australia' as tobacco smuggling and the
sale of illegal tobacco is seen to be low risk and highly
profitable'". As such, it has been designated as one of six
operational priorities for the newly established Organised
Crime Branchl31.

The legal tobacco market in Australia

Whilst legal domestic sales of manufactured cigarette
volumes have declined at an annual rate of 2.7% since 2007,
loose tobacco volumes have increased at a CAGR of 3.5%
over the same period, representing a shift in the mix of
tobacco products consumed. Overall sales of legal domestic
tobacco have declined at an annual rate of 2.0% since 2007.

The Australian market remains the most expensive market in
the region. A packet of Marlboro 20s is 18.3% more
expensive than in New Zealand; the second most expensive
market. However, a packet in Australia is approximately 85%
more expensive than the third most expensive market (New
Caledonia).

Flows from China and South Korea represent the largest non
domestic inflows in 2015 and a packet of Australian Marlboro
20s is over seven times the domestic price of both countries.
This wide price difference creates an economic incentive for
smugglers and other individuals to import and sell tobacco
outside of Australian legislation

Sources: III Based upon the average excise rate over the past 12 months for both loose and manufactured cigarettes.
(21 Australian Crime Commission, Organised Crime in Australia 2015, May 2015.
(31 Legal and Constitutional Affairs Legislation Committee, 23 February 2015.
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Appendix

KPMGhas used a consumotion based aooroach to
estimate the unbranded tobacco market in Australia
A1 Consumption model

Introduction

The primary methodology we have used to estimate the
unbranded tobacco market in Australia is the consumption
model approach. The approach adopted by KPMG is similar
to that used in previous reports on the illicit tobacco market
in Australia.

The consumption model uses the results of the Roy Morgan
Research (RMR) consumer survey to determine the core
inputs to the model, combined with publicly available
information on the legal tobacco market and smoking
population.

For the purpose of this report, the consumption model
number for unbranded volumes for 2015 is based on the
average of the H1 2015 and H2 201fi cons: irner survey
resuits. Since consumers are likely to give a more accurate
estimate of their purchase behaviour over a shorter time
period, using an average of the H1 2015 and H2 2015
consumer survey results should provide a more accurate
number for 2015 consumption.

The consumer survey

The consumption model was based on the responses of
2,383 smokers in Australia to a CAWI web based consumer
survey in H2 2015 (and a further 1,852 in H1 2015).
Respondents are sampled from RMR existing consumer
panel, from both metropolitan and non-metropolitan areas.
The sample for the tobacco questionnaire is weighted by
location, age and gender using RMR Single Source data in
order to be representative of the national population. The
Single Sourcev" distribution of income, occupation and work
status of smokers is then used to rim weightlbl the data. The
sampling plan is consistent with the surveys carried out by
RMR in 2013 and 2014.

The survey was conducted in December 2015 and took on
average 6.48 minutes to cornplete=. Consumers were asked
about their consumption and purchase of legal and illicit
tobacco products; namely Chop Chop (unbranded loose
tobacco sold in bags), pre-filled unbranded tobacco as well as
counterfeit and contraband manufactured cigarette products.

The consumer survey is provided in Appendix All. This lists
the entire set of questions and is not a representation of how
respondents view the online survey. Respondents are asked
questions based on their answers in earlier filtering questions
and their navigation through the survey is determined by
programmed skip patterns.

The consumer survey is used as one tool to form an
estimate of the illicit market

RMR collects and compiles the consumer survey responses
and provides a consolidated data sheet for KPMG analysis.
The data sheet lists question responses on an individual
respondent basis and is accompanied by a question and
answer reference mapping.

The consumer survey responses are used to obtain several
core inputs for the consumption model process. These core
inputs are based on consumer responses and include:

How many smokers purchase the different types of
illicit tobacco,

How often these illicit purchasers purchase illicit
tobacco, and

How much illicit tobacco these illicit purchasers
purchase on each purchase occasion.

These responses generate the core assumptions which are
used in the consumption model and are illustrated on table
A1 overleaf.

Additional assumptions

In addition to the results generated by the consumer survey,
further assumptions and data-points are used:

Total adult smoking population - we assumed that the
total smoking population was 2.35 million. This is
based on AIHW data'" updated for the decline in
smoking population numbers since the last official
esttrnate'",

Quantity of legal tobacco purchased - we have
estimated the total legal sales volume to be 14.90
million kg, based on Aztec Scan data'".

Notes: (a) Single Source is RMR's database collected through their Establishment Survey which focuses on demographic and behavioural factors and closely
matches the ABS Census. It is used to establish quotas for other surveys.

(b) Rim weighting uses mathematical algorithms to provide an even distribution of results across a dataset while balancing certain categories such as age to
pre-determined totals. It weights specified characteristics simultaneously and disturbs each variable as little as possible.

(c) The median survey completion time was 4.93 minutes.
(d) KPMG's estimate of the adult smoking population is based on applying a historical CAGR for AIHW prevalence estimates to the latest AIHW prevalence

figure (2013) and multiplying this by the adult population per the Australian Bureau of Statistics.
Sources: (1) Australian Institute of Health and Welfare, National Drug Strategy Household Survey, 2013.

(2) KPMG analysis of data from Aztec (scan) databases.
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Appendix

The consumotion modelling calculation relies on the
results of the Roy Morgan Research consumer survey
and oublicly available data
A1 Consumption model (cont.)

The core inputs from the consumer survey and publicly available information are used in the consumption model, illustrated in
table A1. These core inputs are factored together to produce an estimate of the amount of illicit tobacco products consumed
by the representative population sampled in the RMR consumer survey covering the steps outlined:

a. Steps 1 and 2 are used to calculate the average annual volume of illicit consumption per consumer in step 3.

b. The number of illicit tobacco users is calculated by multiplying the total adult smoking population in step 4 by the
percentage of illicit tobacco users noted in the consumer survey in step 5.

c. The total quantity of illicit tobacco consumption in Australia (step 8) is then estimated by multiplying the total number of
illicit smokers in Australia in step 6 by the average annual quantity of illicit tobacco purchased in step 7.

As the consumption model uses consumer survey responses it is not possible to accurately break down illicit consumption
into loose unbranded and illicit branded loose tobacco as consumers may be unable to tell the difference in the way the
tobacco is sold.

The 2015 consumption model process and relevant data sources are shown in detail overleaf.

Table A1 Consumption model data sources and process

Consumption model inputs

Quantity of illicit tobacco CD RMR consumer survey
purchased per occasion (g)

Frequency of illicit tobacco purchased per annum ® RMR consumer survey

Quantity of illicit tobacco 0 CD x® =®purchased per annum (g)

Total adult smoking population ('000) 0 Extrapolated Australian Institute of Health and Welfare
smoking prevalence data and Australian Bureau of

Statistics adult population data'"

Illicit tobacco users as % of 0 RMR consumer survey
Australia tobacco users

Number of illicit tobacco users, Australia ('000) (6) 0x@=@
Quantity of illicit tobacco 0 ®x@=(j)purchased in Australia (tonnes)

Quantity of illicit tobacco ® Annualised volume based on average of H1 2015 and H2
purchased in Australia in 2015 (tonnes) 2015 quantity of unbranded tobacco

Note: la) Pleasesee appendixA4 for details of the estimation of the smoking population.

~'.I ';;, '-' 1-
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Appendix

The results of the H2 2015 consumotion model indicate
a decrease in unbranded consumotion comoared to
H1 2015
A1 Consumption model (cont.)

Figure A1: Consumption model results, Full Year 2015(1)(2)(0)
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® Quantity of illicit tobacco purchased per annum (g)

o Total adult smoking population ('000)

® Illicit tobacco users as % of Australian tobacco users

@ Number of illicit tobacco users, Australia ('000)

(j) Quantity of illicit tobacco purchased in Australia (tonnes)

The consumption model is used in order to size the
unbranded tobacco market.

For the purpose of this report, the Full Year 2015 estimate
of unbranded consumption volume is based on the average
of the H1 2015 and H2 2015 consumer surveys. The net
result of this approach is 1,314 tonnes.

We believe that consumers are likely to give a more accurate
estimate of their recent purchase behaviour rather than that of
the last twelve months. Therefore, using an average of the H1
2015 and H2 2015 consumption model results should provide
a more robust number for the Full Year 2015.

Sources: (1) Roy Morgan Research, Consumer survey, H1 2015 and H2 2015.
(2) KPMG analysis.

Note: (a) Numbers in the above table may not sum due to rounding.
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Appendix

The 04 2015 Emoty Pack Survey found that 10.0% of
manufactured cigarette flows consumed originated
outside Australia
A2 EPSAnalysis

Seven EPS have been carried out in Australia in the last four
years.

AC Nielsen carried out surveys commissioned by PML in 04
2009 and 042010 The 2009 survey consisted of 9.343
collected packs and the 2010 survey 6,000 packs. These
surveys are believed to be broadly comparable to the 2012
and 2013 Empty Pack Surveys.

AC Nielsen also carried out the 2012 02 survey which was
commissioned by ali three industry parties; BATA, PML and
ITA. The 2012 survey was conducted in May, June and July
and consisted of 12,000 packs collected across 16 population
centres.

In 2013, the Empty Pack Survey provider changed from AC
Nielsen to MSlntelligence (MSI) MSI were selected after a
tender process. MSI were commissioned to replicate the
survey using an identical methodology to AC Nielsen. MSI
have been commissioned by BATA, PML and ITA to
undertake surveys every six months. These surveys collect
12,000 packs across the same 16 population centres in
Australia.

Figure A2.1 Total non-domestic incidence,
042009 - 04 2015(1)(2)(a)(bl
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The Empty Pack Survey records the number of cigarettes in
each pack collected. This enables us to report using the
number of cigarettes rather than the number of packs. As
there can be considerable variation in pack sizes, utilising a
measurement based on the number of cigarettes provides a
more accurate representation of consumption patterns.

KPMG used the Empty Pack Survey analysis in order to take
the proportion of cigarettes which are not Australian (no
health warnings or non-domestic health warning, brands not
sold in Australia, packs with identifying marks from other
markets such as tax stamps) and class these cigarettes as
'non-domestic'. The proportion of non-domestic cigarettes
recorded by the Empty Pack Survey is called the non
domestic incidence. The non-domestic incidence of the EPS
is shown in the chart, below left.

The total non-domestic incidence in Australia for 04 2015
was 10.0% (on the basis of number of cigarettes) and 11.9%
(on the basis of number of packs). These results are
significantly higher than the non-domestic incidence
recorded in the 02 2015 survey. Overall the 04 2015 non
domestic incidence is the second highest level recorded in
an Empty Pack Survey since it began and indicates a recent
increase in the consumption of illicit manufactured
cigarettes.

Whilst a proportion of non-domestic cigarettes will be legally
brought into Australia by both inbound (foreign nationals
travelling to Australia) and outbound travellers (Australians
returning from abroad), this legal proportion is relatively
small, with the majority of non-domestic cigarettes being
illicit. A calculation of the legal volume of non-domestic
cigarettes is shown in Appendix A6. Nonetheless, this
increase occurred at a time after the inbound traveller
allowance was reduced in September 2012.

The total non-domestic incidence in
Australia for Q4 2015 was 10.0%

(on the basis of number of
cigafettes) and 11.9% (on the basis

of number of packs).

Notes: (a) No survey was conducted in 2011. trend line is for information only.
(b) Non-domestic incidence based on the number of packs is higher than the non-domestic incidence based on the number of sticks due to the average

Australian pack of cigarettes being larger than an international pack, l.e. the most commonly sold pack size in Australia is 25 cigarettes compared to the
standard 20 cigarettes packs available internationally.

Sources: III MSlntelligence Research, Empty Pack Survey, 02 2013,042013, 02 2014, 042014, 02 2015 and 042015.
(2) AC Nielsen, Empty Pack Survey, 2009, 2010, 2012.
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Appendix

The non-domestic incidence of manufactured cigarettes
declined by two oercentage OOints between 2014
and 2015
A2 EPS Analysis (cont.)

Figure A2.2: Break down of non-domestic incidence, Q2 2012 - 2015(1)(2)(3)(.)
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As discussed on the previous page, not all non-domestic
tobacco is illicit tobacco. Non-domestic incidence can be
broken down into three separate categories of flows:

1. Non-domestic legal - These are cigarettes legally brought
into Australia as part of travellers' non-domestic allowance>'.

Of the total 10.0% non-domestic incidence reported in the Q4
2015 survey, 0.2% can be attributed to non-domestic legal
volumes. The majority of non-domestic cigarettes are therefore
illicit flows. The decline in non-domestic legal flows from 2012
is, in part, explained by the reduction in Australia's duty free
allowance from 250g to 50g/50 sticks per person per trip in
September 2012Ia).2. Counterfeit - The packs collected in the EPSare examined

by the participating companies. They are able to identify packs
which are counterfeit versions of their products.

3. Contraband - The remainder, and majority, of non-domestic
manufactured cigarettes are legitimate products (i.e. non
counterfeit) that have entered Australia illegally.

Note: la) Values less than 0.4% have been removed for clarity.
Ib) Please refer to appendix A6 for detailed calculation of non-domestic legal volumes.

Sources: (1) MSlnteligence Research, Empty Pack Survey, 02 2013, 042013, 02 2014, 042014, 02 2015 and Q4 2015.
(2) AC Nielsen, Empty Pack Survey, 2012.
(3) KPMG analysis.
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Appendix

EPSMethodolOgy

A2 EPS Analysis (cont.)

Figure A2.3: EPS Methodology

1. Population
centre selection 4. Pack analysis

Empty Pack Survey methodology

The EPS is conducted in a consistent way in each time
period to provide a clear comparison of results and follow
trends. It follows a four step process:

1. Population centre selection

To achieve a sample of cigarette packs that is representative
of the cigarette smoking population of Australia, 16 population
centres are chosen based on parameters such as population,
size and geographical location. The population centres
chosen represent the 16 largest population centres in
Australia and cover 75% of Australia's population. MSI
inform us that this provides a margin of error of 0.89% with a
confidence interval of 95%.

Each population centre is divided into five sectors (north,
south, east, west and centre). Each sector is subdivided into
neighborhoods of the same size (250 metre radius).

2. Pack collection

The neighbourhoods sampled include residential, commercial
and industrial areas. The EPScollection routes specifically
exclude tourist areas, sports stadia, shopping malls and
stations, or any other locations where non-domestic
incidence is likely to be higher as a result of a skewed
population visiting these areas. The EPS is therefore
representative of the Australian population. Each
neighbourhood is assigned a number of discarded packs for
collection based on the size of the overall population centre
in comparison with the national population. For example, the
centre of Sydney includes eight neighbourhoods
representative of the population of Sydney, whilst the centre
of Cairns only includes two representative neighbourhoods.
In total, 281 neighbourhoods are sampled across Australia.

A minimum of 30 empty packs are collected from each
neighbourhood (higher thresholds are applied in larger
neighbourhoods) to fulfil statistical requirements and support
reliable confidence level. These packs can be collected by
any number of collectors, each of whom has no target
number of packs to collect and no knowledge of the clients'
names or purpose of the survey. Each neighbourhood has a
specific starting point and a fixed route. The collectors
accumulate as many empty packs as possible within each
neighbourhood regardless of the quota requested in the
sampling plan. Packs are collected from any manufacturer
regardless of whether they participate in the survey, indeed

collectors are unaware of the final client. Collectors revisit
the neighbourhood as many times as necessary in order to
achieve the required quotas.

The training of MSI collectors includes an explanation of the
methodology and running of pilots prior to the collection.
Each team of collectors is supervised by a team leader.

An additional 5% extra packs ('the buffer') are collected
across neighbourhoods in case there are issues with the
existing sample, such as spoiled packs. Any such packs are
firstly replaced by an identical 'buffer' pack collected from
the same neighbourhood. If no identical pack is available the
pack is replaced randomly from the 'buffer' collected in that
neighbourhood.

3. Pack processing

The empty packs are placed into bags and stored at a safe
collection point. Packs are discarded if they do not meet the
survey quality requirements (e.g. torn, unreadable, rotten).
Each survey qualified pack is cleaned and placed in a
transparent nylon bag with a zipper that carries a unique
barcode label indicating the serial number attributed to the
pack (corresponding to the datasheet). MSI identifies
whether the packs are domestic or non-domestic. The details
are then entered into the survey 'Data Sheet' provided by
MSI. The packs are delivered to the participating
manufacturer(s) in a way that enables easy processing and
identification.

Those brand names which are unknown are sent to the
participating manufacturers to assess whether they are Illicit
White flows.

4. Pack analysis

The participating manufacturers check their packs only to
identify counterfeit and inform the agency which collates and
updates the data-sheets. The collected packs are weighted
according to the population of each settlement with results
then calculated based on the number of cigarettes per pack.
Reporting is done on the basis of cigarette sticks (as
opposed to packs) to provide a more accurate estimation of
total consumption).

These data-sheets are finally provided to KPMG and analysed
to calculate the non-domestic incidence and contraband and
counterfeit volumes.
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Appendix

EPSMethodoloQY [cont.]

A2 EPSAnalysis (cont.)

Validation of EPS Analysis

A criticism of the EPS is that it samples discarded cigarette
packs rather than household waste and therefore
significantly overstates non-domestic incidence. Sampling for
household waste is impractical in most countries, however it
is available in Germany. The household waste survey, known
as a Yellow Bag Survey (YBS), is possible in Germany
because household waste is sorted, mainly for the purposes
of recycling, which makes it possible to separate cigarette
packs from other waste.

The Yellow Bag Survey collects 500 packs a month from 24
waste disposal centres throughout Germany. This resulted in
over 120,000 weighted packs collected throughout the year,
typically a larger sample than an EPS.A comparison was
undertaken by KPMG between different methodologies in
2008 and 2009.

In addition to the benefits of the higher sample size,
collections from waste disposal centres resulted in packs
coming from both household waste and public bins,
demonstrating that consumption of illicit tobacco in the home
is unlikely to be significantly different to consumption in
public place This helps to address a common criticism of the
EPS.

This enables us to compare the results of the Yellow Bag 2.
Survey with the EPS to understand differences in the amount
of non-domestic product that is captured.

In 2008 and 2009, EPSwere also undertaken in Germany. 3.
Four quarterly waves were undertaken in 2008 with waves
undertaken in 01 and 03 in 2009. Each wave collected
10,000 packs. Each survey was conducted across 52 cities
population centres in Germany, representing 27% of the total
German population.

Figure A2.5: YBS and EPS results. Germany
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The non-domestic incidence measured by the EPSwas 1.2
percentage points higher in 2008 and 0.4 points highcr in
2009. Whilst the EPS results are slightly higher, the overall
non-domestic incidence is very close. These differences may
be due to the following reasons:

1. Timings of EPS - the EPStakes place at one point in
time during the quarter whereas the yellow bag survey
takes place monthly.

Urban/Rural differences - the EPS covers a lower
sample of the total population which excludes smaller
population centres.

Number of packs - given the number of packs
collected by the yellow bag survey, it is likely to
generate slightly more accurate results.

We recognise this is a single point of comparison in one
market but it provides us with confidence that the results of
EPSare a reliable measure of non-domestic incidence.

Notes: la) The comparison between methodologies is made on a 'sticks basis' in 2008 and 2009 rather than on a packs basis reported in Project SUN.
Sources: 11) MSlntelligence Research, Germany Empty Pack Survey report, Q2 2009.

12) Ipsos, Yellow Bag Survey, 2008-2009.
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Appendix

The results of the EPS analysis indicate an illicit volume of
1.1million kilograms of manufactured cigarettes

A2 EPS Analysis (cont.)

We have used the non-domestic incidence obtained from the The 8.3% non-domestic incidence is combined with estimates
EPS as the basis of estimates for the volumes of counterfeit for legal domestic sales volumes from the industry to create a
and contraband consumption in Australia. volume estimate for illicit manufactured cigarettes. This can

then be broken down into volume estimates for non-domestic
legal, counterfeit and contraband.

Figure: A2.5: Australian EPS non-domestic consumption and illicit estimate(1)(2)(3)(a)(b)
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Legal sales of manufactured 10 15,881 14,598 13,908 13,468 13,321cigarettes (kg'OOOs)
EPS non-domestic incidence 40 1.2% 1.7% 4.3% 9.8%
Total consumption of @ =CD1(100% - 0)manufactured cigarettes 16,071 14,857 - 14,068
(kg'OOOs)
Non-domestic consumption 0 =@-CD 191 258 600 1,441(kg'OOOs)
Non-domestic (legal) volume ® 74 34.6 33.7 35.6 21.3estimate (kg'OOOs)
Illicit consumption (kg'OOOs) @ =0-® 156.4 224.3 564 1,419
EPS counterfeit incidence 0 44 0.4% 1.0%
Counterfeit consumption @ =0* (0/0) 50 143(kg'OOOs)

Contraband consumption ® -o« 515 1,276(kg'OOOs)

Figure A2.5 shows the calculation used to estimate the total
volume of illicit manufactured cigarettes consumed in
Australia. The percentage of non-domestic cigarettes is
added to legal domestic consumption in order to calculate
total consumption in step 3. Total illicit consumption is
calculated by removing the non-domestic legal volume
estimate in step 6.

The EPSalso records the counterfeit incidence as a
percentage in step 7. This counterfeit incidence is taken as
a percentage of total non-domestic consumption and
multiplied by the illicit consumption estimate in step 8,
with the remainder contraband in step 9. The counterfeit
volumes are reported from the participating manufacturers
of BATA, ITA and PML. No other counterfeit is included in
the volumes reported due to a lack of information.

Notes: la) Counterfeit incidence is not available for 2009,2010 and 2011.
Ib) Numbers in the above table may not sum due to rounding.

The results of the EPSanalysis show non-domestic
consumption has declined in 2015. As non-domestic legal
volumes increased again, the combination of these factors
translated into lower volumes of illicit consumption of
manufactured cigarettes.

Volumes attributable to counterfeit manufactured remained
small, whilst contraband flows account for 97% of the total
illicit consumption of manufactured cigarettes, as indicated by
the EPSanalysis.

Sources: (1) MSlntelligence Research,Empty Pack Survey, 02 2013, 042013,
022014,042014,022015 and 04 2015.

(2) AC Nielsen, Empty Pack Survey, 2009, 2010, 2012.
(3) KPMGanalysis
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Appendix

The illicit tobacco volumes generated by the
consumotion model fall within the range orovided by the
roiling oaoers analysIs
A3 Rolling papers analysis

Figure A3.1: Rolling papers calculation for unbranded tobacco

Figure A3.1 highlights our approach to the rolling papers
analysis used to calculate the total volume of unbranded
tobacco. Each step of the calculation involves the following
assumptions and data-points:

1. Total volume of rolling papers and tubes - The
volume used comes from retail sales data provided by
Aztec and cannot be published due to contractual
oblications with the data provider.

2. Wastage rate - The wastage rate is the percentage of
rolling papers used and excludes any discarded or spoilt
papers. This data has been sourced through consumer
research undertaken by the industry and is commercially
sensitive and cannot be published.

3. Legal domestic sales of loose tobacco - Volumes
equated to 2,103 tonnes in 2015.

4. Conversion rate - The number of grams of tobacco
used in a rolled cigarette. Consumer surveys and
estimations by the industry have produced a range of
values. As a sensitivity, we use an upper and lower limit
of 0.75 and 0.60 respectively. We believe that a lower
limit of 0.60g is reflective of the Australian market - this
limit may be lower or higher than other markets.

5. Cannabis consumption - Rolling papers are also used in
the consumption of cannabis. The conversion rate for
use of papers and tubes is assumed to be the same as
the conversion rate for cigarettes. Total cannabis
consumption is estimated on the basis of the Australian
Department of Health and Ageing survey at a total
volume of 22,500 kg121.We note from the recent AIHW
data that the incidence of use of cannabis has decreased
slightly (i.e. from 10.3% to 10.2%)131.However, since it is
not possible to calculate consumption based on these
figures we have not adjusted the results.

Figure A3.2 Volume of illicit unbranded tobacco
generated by the rolling papers analysis, 2012 - 2015!1'
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The chart above illustrates a sensitised range for the rolling
papers analysis. The sensitivity is based around the value for
the conversion rate which is the most uncertain variable in the
analysis. By flexing this value between a high value of 0.75g
per rolled cigarette and a low value of 0.60g per rolled
cigarette, we can determine a range of potential market sizes.
We believe that this approach is appropriate to validate the
unbranded tobacco market and we intend to keep tracking it
similarly in subsequent reports.

The volume of illicit unbranded tobacco generated by the
consumption model output is within the range of the rolling
papers analysis in 2015. As highlighted earlier, KPMG has
used a prudent estimate of unbranded consumption in 2014
and 2015. The volumes indicated by the rolling papers
analysis continues to support the level of unbranded reported
in the consumption model.

Sources: (1) Size of rolling papers market obtained from the industry.
121 National Drug and Alcohol Centre NSW. Cannabis in Australia, June 2007.
(31 AIHW, National Drug Strategy Household Survey, Use of Illicit Drugs in Australia, June 2014.
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Appendix

Several estimates of Australian smoking orevalence are
oublicly available, but annual data is not available from
Australian government estimates
A4 Use of smoking prevalence data and updated results

Figure A4.1: Smokers as a percentage of population, 2007- 2015(1)(2)(3)(a)(b)(c)(d)(e)
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Official Australian Government estimates of smoking
prevalence are available from both the AIHW and the
Australian Bureau of Statistics (ABS). Euromonitor also
provide estimates of smoking prevalence.

Each of the surveys reflects specific age groups. The
AIHW and ABS estimates reflect prevalence for 14 year
olds and above, whilst Euromonitor figures estimate
prevalence among those aged over 18. This in part
explains the higher Euromonitor estimate.

Timing of estimates also varies. The National Drug Strategy
Household Survey is conducted by the AIHW every three
years and includes questions on smoking prevalence.
AIHW has produced smoking prevalence estimates since
1991. The last three surveys were conducted in 2007,
2010 and 2013. On the release of updated AIHW figures
the trend line is recalculated and prior period's unbranded
consumption estimate restated.

ABS figures are taken from Australian Health Surveys carried
out in 2008 and 2012, whilst Euromonitor compiles its
estimates annually.

All smoking prevalence surveys encounter issues with
respondents under reporting. The AIHW survey highlights the
possibility of under-reporting as some respondents did not
answer smoking related questions. Potential under-reporting
was identified in the ABS report-", primarily due to social
pressures, especially where other household members/parents
were present at the interviews for respondents.

Where KPMG require prevalence data for our modelling
process, we have used the AIHW results to ensure that our
estimate for the number of Australian smokers is not
overstated. Overstating the number of smokers would lead to
an incorrectly inflated estimate of the size of the illicit trade.

Notes: (a) Euromonitor, percentage of population that are smokers refers to daily smokers> 18 years.
(bl Australian Institute of Health and Welfare and ASS percentage of population that are smokers refers to daily smokers> 14 years.
(c) Euromonitor figures for 2015 are based on full year estimates.
(d) Historical Euromonitor estimates of smoking prevalence for 2013 and 2014 have been updated. Previous KPMG reports referenced 17.9% in 2013 and

17.8% in 2014.
(e) KPMG's estimate of smoking prevalence is based on applying a historical CAGR for AIHW prevalence estimates to the latest AIHW prevalence figure

(2013)
Sources: (1) Euromonitor, smoking prevalence, accessed February 2016

(2) Australian Institute of Health and Welfare, National Drug Strategy Household Survey, 2007, 2010, and 2013.
(3) Australian Bureau of Statistics, Profiles of Health, Australia, 2011·13 - Tobacco Smoking, June 2013
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Appendix

As with orevalence, KPMGbelieves It is orudent to use
the lowest estimates of smoking oooulation to calculate
illicit consumotion
A4 Use of smoking prevalence data and updated results (cont.)

Figure A4.2: Total number of smokers, 2007- 201511)(2)(a)(b)(r.)(rl)
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The number of adult daily smokers in Australia is used to
extrapolate the consumer survey results up to an illicit
estimate for the entire population.

As mentioned in previous reports, KPMG restated the smoker
population numbers for 2013 as the 2013 data for smokers
from AIHW became available. We used the decline in smokers
recorded in the AIHW data between 2010 and 2013 to
estimate the number of smokers in 2014 and 2015.

Notes: (a) The Australian Institute of Health and Welfare considers population aged 14 years or older.
Ib) Figures for the Australian Institute of Health and Welfare they are taken from the National Drug Strategy Household Survey, 2007, 2010 and 2013.
(c) Figures for 2015 are based on full year estimates.
Idl Historical Euromonitor estimates of smoking prevalence for 2013 and 2014 have been updated and reflected in the above estimates for total number of

smokers.
Sources: III Australian Institute of Health and Welfare, National O(ug Strategy Household Survey, 2007, 2010 and 2013.

121 Australia Bureau of Statistics.
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Appendix

The Commonwealth government imolemented the
Plain Packaging Act and other tobacco control measures
in 2012
AS Recent regulatory changes

Table A5.1: Recent regulatory changes 2012/13/14/15(1)(2)(3)(4)

Tobacco Advertising
Prohibition advertising
Amendment Act 2012
Amendment of the
Principal Act (Tobacco
Advertising Prohibition
Act 1992) and the
Regulation (Tobacco
Advertising Prohibition
Regulation 1993)

It is made a criminal offence to publish tobacco
advertising on the internet or other electronic
media (including mobile phones).
Amendments to the Tobacco Advertising
Prohibition Regulation 1993 made it mandatory
for internet point-of-sale tobacco
advertisements to be presented in plain text
only format with graphic health warnings and
warnings about age restriction on tobacco
sales.
Online tobacco retailers will have to display
health warnings and comply with restrictions on
advertisement wording.

Tobacco Plain
Packaging Act 2011
Trade Marks
Amendment (Tobacco
Plain Packaging) Act
2011
Tobacco Plain
Packaging Regulations
2011

Plain packaging
of tobacco

Depending on
the section, 1
December 2011,
1 October 2012
and 1 December
2012
Royal Assent on
1 December
2011 (Some
sections
commenced on
1 October 2012)

Law on plain packaging for all tobacco products
sold enacted and fully implemented.

Customs Amendment
(Smuggled Tobacco)
Act 2012

Illicit tobacco 7 November
2012

Amends Customs Act 1901. Smuggling
tobacco or possessing illicit tobacco will attract
tougher penalties including potential
imprisonment.

Competition and
Consumer (Tobacco)
Information Standard
2011

Health warnings The standard
commenced on
1 January 2012
Amendments
were made on 3
November 2012
and 26 July 2013

Updated and expanded health warning
requirements for tobacco products. Requires
health warnings to cover at least 75 per cent of
the front of most tobacco packaging, 90 per
cent of the back of cigarette packaging and 75
per cent of the back of most other tobacco
product packaging (came into full effect on 1
January 2012)

Amendments in 2013 regarding rotation of
health warnings for Australian tobacco product
manufacturers and tobacco product importers.

Customs Act 1901,
Customs Tariff Act
1995

Duty free
tobacco
restrictions

1 September
2012

Inbound traveller allowance for tobacco
products is reduced from 250g per person to
50g/ 50 sticks per person.

Sources: (1) Australian Government Department of Health.
(2) Department of Health. Victoria, www.health.vic.gov.au/tobaccoreforms.
(3) Department of Health. Introduction of Plain Packaging.
(4) health.gov.au. Introduction of Tobacco Plain Packaging in Australia.
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Appendix

The Commonwealth government imolemented the
Plain Packaging Act and other tobacco control measures
in 2012 (cont.]
AS Recent regulatory changes (cont.'

Table A5.1: Recent regulatory changes 2012/13/14/15(1)(2)

Jurisdiction Legislation title

Australia

Regulation type Effective date

ExciseExcise Tariff
Amendment (Tobacco)
Act 2014 and Customs
Tariff Amendment
(Tobacco) Act 2014
Amendment of the
Customs Tariff Act
1995 and Excise Tariff
Act 1921

1 March 2014
AWOTE change
effective

. '
• •

excise increases

Sources: (1) Australian Government Department of Health.
(2) Department of Health, Victoria, www.health.vic.gov.au/tobaccoreforms.

Brief description

Increase of excise duty for tobacco products of
an additional 12.5% annually for the next four
years in addition to the switch to AWOTE,
The first of these increases was implemented
on 1 December 2013, the second in September
2014 and the third increase in September 2015.
The final agreed excise rise is due on 1
September 2016.
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Appendix

States introduced additional regulations to further restrict
consumotion and meet tooacco control oOJectives
AS Recent regulatory changes (cont.)

Table AS.1: Recent regulatory changes 2012/13/14/15 - State specific(1)(2)(3)(4)

Public Health
(Tobacco) Regulation
2009

Exemption for specialist tobacconists under the
ban on the display of tobacco products at point
of-sale ends.

Tobacco Legislation Smoke free
Amendment Act 2012 Local Areas

7 January 2013 Amends Smoke-free Environment Act 2000.
Ban on smoking in enclosed public places
extended to within 10 metres of children's play
equipment, swimming pool complexes, certain
transport stops, spectator areas at sports
grounds and venues, within 4 metres of
pedestrian access to a building (with effect
from 6 July 2015 for licensed premises and
restaurants and commercial outdoor dining
areas).

Public Health Retailer
(Tobacco) Amendment Regulation
Act 2015

Smoke-free
Environment Act 2000 Environment

Smoke-free
Environment Environment
Amendment (Signage
Requirements)
Regulation 2015

Sources: (1) Australian Government Department of Health.
(2) Public Health (Tobacco)Act 2008.
(3) The TobaccoAmendment Act 2013.
(4) Smoke-free Environment Act 2000.

Assented to on
30 June 2015,
awaiting
proclamation

6 July 2015

27 February
2015

'" 'J"5 (t., dr~ I ._' '1 ,v tr- t-eo ;>[ r;'. -,c, i",.-" ·n
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Amends the Public Health (Tobacco) Act 2008
to regulate the sale, packaging, advertising and
display of e-cigarettes and to prohibit the sale
of e-cigarettes and e-cigarette accessories to
persons who are under 18 years of age. The
Act achieves this by inserting new definitions
so that the Public Health (Tobacco) Act 2008
applies to e-cigarettes and their accessories as
it already applies to tobacco products and
smoking accessories.

A ban on smoking in commercial outdoor dining
areas and places within 4 metres of pedestrian
access points to licensed premises or
restaurants.

Amends the Smoke-free Environment
Regulation 2007, and requires signs displayed
in areas designated as not being for the
consumption of food.
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Appendix

States introduced additional regulations to further restrict
consumption and meet tobacco control objectives
[cont.]
AS Recent regulatory changes (cont.)

Table A5.1: Recent regulatory changes 2012/13/14/15 - State specific(1)(2)(3)(4)

(Administration of
Sentences)
Amendment (Smoke
Free Prisons)

Environment
A ban on smoking and use of e-cigarettes in all
New South Wales' correctional centres.

Health Legislation
Amendment Act 2015
(NSW)

Retailer (and
wholesaler)
regulation

1 February 2016 An amendment to the Public Health (Tobacco)
Act 2008 (NSW) to address difficulties
associated with prosecuting retailers found
with illegal tobacco. The legislation creates
rebuttable assumptions regarding the quantity
of tobacco for sale and enables seizure of
excess quantities of tobacco not in the correct
packaging.
The amendment also makes it a criminal
offence to sell tobacco to retailers operating
without a TRN.

Public Health
(Tobacco) Amendment
(Prescribed Quantities)
Regulation 2016
(NSW)

Retailer
regulation

1 February 2016 Amends regulation to prescribe the quantities
of tobacco product that are presumed to be for
sale of tobacco products.

Tobacco Amendment
(Smoking at Patrolled
Beaches) Act 2012
Amendment to
Tobacco Act 1987

Smoke free
Local Areas

1 December
2012

A ban on smoking at all of Victoria's patrolled
beaches in the area between the red-and
yellow lifesaving flags and within a 50 metre
radius of a red-and-yellow flag.

Tobacco Amendment
(Shopper Loyalty
Schemes) Act 2012
Amendment to
Tobacco Act 1987

Removal of
tobacco from
shopper loyalty
programs

1 March 2013 Prohibits using tobacco products for earning
points under shopper loyalty schemes.

Tobacco Amendment
Act 2013

Smoke free 1 April 2014
Local Areas,
Cessation of
new certification
for specialist
tobacconists

Introduction of smoke-free children's
playgrounds and related recreational areas.
Smoking is banned outdoors within 10 meters
of playgrounds and skate parks, sporting
venues during under 18s events and within
public swimming pool grounds from
1 April 2014.

Sources: (1) Australian Government Department of Health.
(2) Department of Health, Victoria, www.health.vic.gov.au/tobaccoreforms.
(3) AIHW Media Release,22 October 2013.
(4) TobaccoAmendment Act 2012.
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Appendix

States introduced additional regulations to further restrict
consumotion and meet tobacco control objectives
[cont.]
AS Recent regulatory changes (cont.)

Table A5.1: Recent regulatory changes 2012/13/14/15 - State specificI1)(2)(3)(4)(5)(6)(7)(8)

Tobacco Amendment Smoke-free
Act 2014 Environment

13 April 2015

Applications for specialist tobacconist
certification received on or after 1 April 2014
will not be considered. This also prevents
persons from being able to make an application
for certification of tobacco retailing premises.

Extend ban on outdoor smoking to early
education and childcare service premises and
outdoor areas of school premises.
Display of no smoking signs at pedestrian
access points at schools, children's indoor play
centres and public premises.

Corrections Smoke-free 1 July 2015
Regulations 2009 Environment

To be determined Smoke-free 1 August 2017
environment

Tobacco Amendment Additional fines 30 June 2015 at
Act 2014 for retailers and the latest
Amendment to individuals
Tobacco Act 1987 selling certain

illegal tobacco
and expansion of
smoke free
outdoor areas

Illegal for prisoners to smoke or use a tobacco
product.

In August 2015 the Victorian Government
announced plans to introduce new regulation in
2017 that bans smoking in outdoor dining
areas.

Smoking banned in outdoor areas and vicinity
of education, school, care service, and Victorian
public premises (e.g. hospitals, Courts and
Government departments) as well as children's
indoor play centres and from within four metres
of pedestrian access points to such areas.
Fines of as much as AUD35,000 for individuals
and AUDl77,OOO for businesses caught selling
smuggled or prohibited tobacco products
and tobacco products where no excise has
been paid.

Sources: 11) Australian Government Department of Health.
12) Department of Health, Victoria, www.healthvic.gov.au/tobaccoreforms.
13) AIHW Media Release, 22 October 2013.
14) Victoria Ministry of Health, New Victorian smoking bans another step closer, September 2014.
15) Tobacco Products Regulation Amendment Act 2012.
16) Work Health and Safety Act 2012.
17) Corrections Act 1986.
18) 'New Smoking Bans for Outdoor Dining Areas from 2017' IMedia Release). 23 August 2015.
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Appendix

States introduced additional regulations to further restrict
consumotion and meet tobacco control objectives
(cont.)
AS Recent regulatory changes (cont.)

Table A5.1: Recent regulatory changes 2012/13/14/15 - State specific(1)(2)(3)(4)

Regulation (Further
Restrictions)
Amendment Act 2012
Work Health and
Safety Act 2012

Local Areas

1 July 2013

Ban on smoking at Adelaide show grounds
when the Royal Adelaide Show is being held
and compete ban on smoking in Moseley
Square Glenelg.

Tobacco Products
(Smoking Bans in
Public Areas - Longer
Term) Regulations
2012
Tobacco Products
(Smoking Bans in
Public Areas - Longer
Term) Variation
Regulations 2014 (No.
202 of 2014)

(Smoking Bans in
Public Areas - Longer
Term) Variation
Regulations 2014
(no. 238 of 2014)

Smoke free
Local Areas

1 January 2012
for restrictions
on retail displays
1 July 2013 for
restrictions on
capsule
cigarettes

Amendments to Tobacco Products Regulation
Act 1997 banned-smoking in certain public
transport areas, near certain playground
equipment and enclosed public places and
workplaces, empowers ministers to enforce
short term and long term bans in public areas.

Tobacco Products
Variation Regulations
2011
Tobacco Products
Variation Regulations
2012
Tobacco Products
Regulations 2004

Retail Display
Ban

30 August 2012

1 January 2012 Prohibition of all tobacco products
advertisements at points of sale from 1 January
2012 and restrictions on retail displays for fruit
or confectionary flavoured cigarettes, and ban
on advertising such cigarettes in vending
machines.
Capsule cigarettes may not be displayed for
sale, included in prescribed price board, price
ticket or vending machines. This restriction also
extends to price tickets.

1 January 2015 Specialist tobacconists are prohibited from
advertising tobacco products otherwise than in
accordance with the statutory provisions and
regulations that are of general application.

Sources: (1) Australian Government Department of Health.
(2) AIHW Media Release, 22 October 2013.
(3) Tobacco Products Regulation Amendment Act 2012.
(4) Work Health and Safety Act 2012.
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Appendix

States introduced additional regulations to further restrict
consumotion and meet tobacco control objectives
[cont.]
A5 Recent regulatory changes (cont.'

Table A5.1: Recent regulatory changes 2012/13/14/15 - State specific(lH2H3H4)

Public Health Act 1997

Retailer
Regulations

Local Areas

12 February
2014

Extension of smoke free areas to include public
swimming pools, between flags at beaches,
pedestrian malls, within 3 metres of bus
shelters, within 10 meters of children's
playgrounds, outdoor dining areas and within
three metres of outdoor dining areas not
surrounded by a screen.
Certain public streets have been designated
'pedestrian malls' which have rendered them
'smoke-free' areas under the Public Health Act
1997. This regulation commenced 12 February
2014.

Public Health Smoke-free
Environment

1 July 2015 Private premises designated as smoke-free by
an occupier do not include premises used for
domestic purposes.
Public streets may be designated as
'smoke-free'.

Smoke-free
Environment

1 July 2015 Regulators can conditionally approve
designated smoking areas at public events that
have been previously declared as smoke-free.

Retailer
Regulations

Sources: (1) Australian Government Department of Health.
(2) AIHW Media Release,22 October 2013.
(3) Public Health Act 1997.
(4) Public Health (Miscellaneous Amendments) Act 2015.

1 July 2015 Permits tobacco advertising on packets or
packaging if it is in accordance with relevant
prescribed guidelines. There remains a ban on
advertising on tobacco packets, however, the
amendment provides the head of power for
guidelines to be issued which permit the
display of a price board in retail outlets at the
point of sale.
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Appendix

States Introduced additional regulations to further restrict
consumotion and meet tobacco control objectives
(cont.]
AS Recent regulatory changes (cont.)

Table AS.1: Recent regulatory changes 2012/13/14/1S - State specific(1)(2)(3)(4)(5)

Public Health Act 1997 Removal of
Public Health (Smoke
Free Areas)
Regulations 2014

Smoking and
vaporised
devices ban

tobacco from
shopper loyalty
programs

1 March 2012

Specialist tobacconists included in retail display
ban, removing earlier exemption.

Tobacco products are prohibited from earning
points under business loyalty initiatives.

Licensing of
tobacco retailers

Vending
machine
restrictions

1 March 2012

1 March 2012

Licences must be obtained prior to selling
tobacco products from additional venues.
Licenses are not transferable to new business
owners.
Display of licenses is subject to the iicense
conditions.

Tobacco vending machines now restricted to
one machine per site within specified locations.

Corrections Act 1997 Smoke-free
Environment

Effective through Ban on smoking in Tasmanian jails.
prison service
standing orders

Public Health
Amendment (Tobacco
Free Generation) Bill
2014

Retailer
regulation

Health and Other
Legislation
Amendment Act 2014
Amendment of the
Tobacco and Other
Smoking Products Act
1998

20 November
2014

Amendments
commenced on
1 January 2015

Sources: (1) Australian Government Department of Health.
(2) Department of Health, Victoria, www.health.vic.gov.au/tobaccoreforms.
(3) AIHW Media Release, 22 October 2013.
(4) Tobacco Products Variation Regulations 2004.
(5) Public Health Act 1997.

:-1

Private Member's Bill, with second reading
moved on 24 March 2015. The Bill seeks to
prevent the sale of tobacco products to any
person born after the year 2000.

Ban on smoking on school and health facility
land and within five metres outside the
boundary of such land.
Operation of the Tobacco and Other Smoking
Products Act 1998 extended to personal
vaporisers including bans on supply to children,
advertising and display restrictions and
prohibition of use in enclosed and outdoor
smoke-free places.
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Appendix

States introduced additional regulations to further restrict
consumotion and meet tobacco control objectives
[cont.]
AS Recent regulatory changes (cont.)

Table A5.1: Recent regulatory changes 2012/13/14/15 - State specific(1)(2)(3)

Health Legislation
Amendment
Regulation (No.3) 2014

restriction

Corrective Services Ban on smoking 5 May 2014
Amendment in prisons
Regulation (No.1) 2014
Health and Other
Legislation
Amendment Act 2014

Mandatory signs Amendment

Amendment to
Tobacco and Other

Tobacco and Other Smoke-free
Smoking Products environment
(Extension of Smoking
Bans) Amendment Bill
2015

Sources: (1) Australian Government Department of Health.
(2) AIHW Media Release, 22 October 2013.
(3) Corrections Act 1997.

Bill introduced in Once enacted the legislation will ban the sale
Parliament on 14 of cigarettes at pop-up stores and from motor
July 2015 vehicles.

Extension of smoking bans to areas within 5
metres of State Government buildings, public
swimming pools, outdoor pedestrian malls,
public transport waiting points and skate parks.
The Bill was a private member's Bill and was
referred to the Health and Ambulance Services
Committee. Some elements of the Bill are in
common with the Smoke-Free Places Bill
(below) which was recently introduced.
Therefore this Extension of Smoking Bans Bill
may not be passed into law.

commenced 5
September 2014

Amendment of the Tobacco and Other
Smoking Products Act 1998. Ban on the sale of
fruit and confectionery flavoured cigarettes
From 25 November 2013 there is an additional
ban on the sale of 'novelty items' (such as toys)
that resemble smoking products.

Total ban on tobacco and smoking products in
corrective services facilities followed by
consequential prohibition of smoking in such
facilities through amendments to the Corrective
Services Regulations 2006 and Tobacco and
Other Smoking Products Act 1998.

Wording of mandatory signs attached to
vending machines and displayed at points of
sale changed from 'Maximum Penalty $42,000'
to 'Penalties apply'. A transitional provision
provides that the old wording may be displayed
until 20 June 2015.

\1
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Appendix

States introduced additional regulations to further restrict
consumotion and meet tobacco control objectives
(cont.]
A5 Recent regulatory changes (cont.)

Table A5.1: Recent regulatory changes 2012/13/14/15 - State specific(1)(2)(3)(41

Smoking Products environment
(Smoke-Free Places)
Amendment Bill 2015

Amends the Tobacco and Other Smoking
Products Act 1998 to create more smoke-free
places by extending smoking bans to additional
public areas, sport grounds and prescribed
government precincts.
The Bill prohibits the sale of smoking products
from temporary retail outlets and provides
various amendments deemed 'minor and
technical' increasing law enforcement powers
at major events.

Health Legislation

3)

Smoke-free 6 November Amended the Tobacco and Other Smoking
Products Reguiation 2010 so some iocai
councils may regulate smoking in their local
area and enable them to enforce bans
prohibiting smoking near public buildings.

Health and Other
Legislation
Amendment Act 2014

environment '1n'1r::
LVI;')

Amends the Tobacco and Other Smoking
Products Act 1998, to extend the definition of
'smoking product' to personal vaporisers and
personal vaporizer related products. Effective 1
January 2015 personal vaporisers have the
same restrictions on their sale, supply,
promotion, use and enforcement as cigarettes
and other tobacco products.
Prohibits the use of vending machines to
supply personal vaporisers and related
products.
Ban on smoking on outdoor health facilities and
outdoor school land.

Correctional Services
Act 2014 and
Correctional Services
Regulations 2014

Tobacco Type
Restriction

1 January 2015

Bans prisoners (including immigration
detainees) from consuming tobacco in custody,
correctional facilities and immigration detention
centres.

Ban on tobacco 9 September
in prisons 2014

Sources: (11 Australian Government Department of Health.
(21 ABC News. Butts out as smoking ban hits Queensland prisons. 5 May 2014 (http://www.abc.net.au/news/2014-05·05/butts-out-as-smoking-ban-hits

queensland-prisons/54302901.
(31 Tobacco Control Amendment Regulations 2014.
(41 Canstar, New places where you can 'I smoke in Queensland, February 2016.
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Appendix

States introduced additional regulations to further restrict
consumotion and meet tobacco control objectives
[cont.]
A5 Recent regulatory changes (cont.)

Table A5.1: Recent regulatory changes 2012/13/14/15 - State, specificllH2H3)

Amendment
Regulations 2014
Tobacco Control
Legislation
Amendment Act 2014

1 December
2014

Patrons allowed to consume meals in
designated smoking areas however staff
service is not available from staff in or to
patrons in the outdoor smoking areas.
Ban on smoking in motor vehicles where
children under 16 are present.
A tobacco wholesaler is required to comply
with a request by the Chief Health Officer for
information about the quantity of tobacco
products sold to retailers.

Tobacco Products
Control Amendment
Regulations (NoA)
2074

Fees concerning
licenses

13 December
2014

Amends the Tobacco Products Control
Regulations 2006 to adjust the quantum of
various fees concerning licences.

Tobacco Products
Control Amendment
Regulations (No.4)
2015

Information
sharing

26 August 2015 Persons may record, disclose or make use of
any information obtained in the administration
of the Tobacco Products Control Act 2006 (WA)
to assist investigations under Commonwealth
law or enforcement of a Customs Act, Excise
Act or taxation law, relating to a tobacco
product.

Red Tape Reduction
Legislation
Amendment Act
(2014)

License details
notice

7 November
2014

Amends the Tobacco Act 1927 by omitting s
64(4)(c), the effect of which is that a 'licence
details notice' is no longer defined as including
'any conditions that apply to the licence'.

To be determined Smoke-free
environments

November 2015 A discussion paper was released by the ACT
Government in November 2015 noting the
Government's consideration to extend existing
smoke-free protections to outdoor places
where people tend to congregate in close
proximity, or cannot move away from tobacco
smoke without risking loss of access to a
service or activity.

Sources: (1) Australian Government Department of Health.
(2) AIHW Media Release,22 October 2013.
(3) Consultation open on new outdoor smoke-free areas, November 2015.
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Appendix

Outbound triOs to non-domestic source countries ana to
have increased marginally

A6 Non-domestic legal calculation
Figure A6.1 Overseas travel of Australian residents, 2007 - 2015(1)(a)(b)
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0
2007 2008 2009 2010 2011 2012 2013 2014 2015

Total overseas trips 9.2% 7.2%

Travel trend data is used by KPMG to estimate non-domestic
legal volumes, i.e. tobacco products that are brought into the
country legally by consumers, such as during an
overseas trip.
The 04 2015 EPS inflows were consistent with those from
the previous period. We have therefore continued to use the
same key countries for the ND(L) calculation.
Trips made to key non-domestic source countries of
manufactured cigarettes continued to increase at a faster
rate than overall visits; 5.1% to 3.6% between
2014 and 2015.

Later in the report this data is used to estimate legal non
domestic sales which, it will be shown, is immaterial in
size. For that calculation, travel volumes for New Zealand
have been capped as a share of total travel to and from
the main source countries. This is because total recorded
travel to and from New Zealand is significantly greater
than that which would account for New Zealand's
relatively small share of non-domestic cigarette inflows.
This capping is based on New Zealand's share of
non-domestic packs per the blended 02 2015 and 04
2015 EPS.

Figure A6.2 Overseas travel of Australian residents to key 2015 non-domestic source countries,
2007 - 2015(1)(a)(b)

4.5 4.3
4.1

4.0 .Taiwan
E 3.5 • Korea
(/) 3.0 • Malaysiao,
.... .India..... 2.5
-0c 2.0 .Japan
::I
0 .China..Q 1.5.....
::l .Thailand
0 1.0

0.5 • Indonesia

0.0 • New Zealand

2007 2010 20122008 2009 2011 2013 20152014
Visits to key non-domestic source countries reached a total of However, low inbound traveller allowances will likely have
4.3 million in 2015 accounting for approximately 46% of all tempered a significant growth of legal non-domestic
trips made overseas by Australian residents. consumption. We examine this in more detail overleaf.

Notes: (a) Key non-domestic source countries have been selected from the EPScarried out in 02 2015 and 042015, the countries shown in the graph above
accounted for over 70% of the non-domestic cigarette packs found in Australia (excluding packs that come from unspecified countries)

(b) ND(L) volumes are estimated using actual travel data from January 2015 to December 2015
Sources: (1) Australian Bureau of Statistics, Short-term movement. Resident Departures - Selected Destinations: Trend, 2014, 2015
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Appendix

Non-domestic leQal volumes due to outbound triOs to key
source countries remain low as a orooortion of
total consumotlon
A6 Non-domestic legal calculation (cont.)

Figure A6.3 Example non-domestic legal calculation (outbound)

Overseas ND uplift % population Propensity to Amount Total (tonnes)visits smokers purchase per trip

Full year 13.4mldl I x G xB x B x B B2015

KPMG non-domestic legal calculation(1)(2)(3)(a)(b)(c)

Source 2009 2010 2011 2012 2013 2014 2015

Overseas trips to non- Australian 2.84 3.25 3.56 3.75 3.97 4.13 4.34
domestic source countries Bureau of
in the year (m) statistics
Overseas trips (with New Australian 1.53 1.53 2.20 2.35 2.44 2.55 3.42
Zealand capping) for ND(U Bureau of
calculation (m)(d) statistics
Non-domestic source uplift EPS 10% 10% 10% 10% 10% 10% 10%
% of population that are AIHW(and 15.5% 15.1% 14.4% 13.6% 12.8% 12.4% 11.9%
smokers extrapolated)
% of smokers that buy RMR consumer 53% 53% 53% 53% 59% 59% 60%
tobacco survey
Number of smokers 0.14 0.14 0.18 0.19 0.20 0.21 0.27
purchasing overseas (m)
Amount purchased Inbound traveller 250 250 250 183 50 50 50

allowance
Total (kg) 34,565 33,673 46,046 34,054 10,124 10,302 13,439
Non-domestic legal as % of 0.2% 0.2% 0.3% 0.2% 0.1% 0.1% 0.2%
total consumption

Estimates of non-domestic legal flows show that total The H2 2015 survey suggested that 60% of smokers bought
volumes account for a small proportion of total consumption. cigarettes overseas. This proportion has risen slightly in recent

The change to inbound traveller allowances made in
years, possibly a result of increasing price differentials

September 2012 has a considerable impact on the amount
between Australia and the rest of the region.

of tobacco consumers can bring back into the country legally,
reducing the estimate of legal non-domestic volumes further
from 2013.

Notes: (a) Respondents were asked '051. Have you travelled outside of Australia in the last 6 months?'
(b) Respondents were then asked '052. Did you buy any manufactured cigarettes or any other tobacco products to bring back to Australia on any of your

trips to other countries in the past 6 months?'
Ic) The inbound traveller allowance for 2012 has been calculated using the 250g limit for 8 months and the 50g limit for 4 months to reflect the change in

inbound traveller allowances made in September 2012
(d) Travel volumes for New Zealand have been capped as a share of total travel to and from the main source countries. This capping is based on New

Zealand's share of non-domestic packs per the blended 02 2015 and 04 2015 EPS
Sources: (1) Roy Morgan Research, Consumer survey, Hl 2013, H2 2013, Hl 2014, H2 2014, Hl 2015 and H2 2015

(2) Australian Institute of Health and Welfare, National Drug Strategy Household Survey. 2007, 2070, 2073
(3) Australian Bureau of Statistics. Short-term movement, Resident Departures - Selected Destinations: Trend, 2073, 2074, 2075
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Appendix

VIsitors from countries Indicated by the EPSalso serve as
contributors to non-domestic oacks found InAustralia

A6 Non-domestic legal calculation (cont.)
Overseas visitors arrivals from key non-domestic countries
include both short term arrivals and permanent settlers.
As discussed on page 71, the key source countries have
been kept consistent with 02 2015 based on the inflows
from each market in the EPS.
Visitors (short-term arrivals and settlers) from the key non
domestic source countries identified by the EPS have
increased since 2007. Based on the 2012 to 2015 CAGR,
overseas visitors from China will overtake New Zealand in
2017 and together may represent up to 70% of Australia's
overseas visitors (from source countries),
Later in the report this data together with the overseas travel
of Australian residents data are used to estimate legal non
domestic sales which, it will be shown, the impact of the

change in domestic legal inflows calculation is immaterial
in size.
For that calculation, travel volumes for New Zealand have
been capped as a share of total travel to and from the
main source countries. This is because total recorded
travel to and from New Zealand is significantly greater
than that which would account for New Zealand's
relatively small share of non-domestic cigarette inflows.
This capping is based on New Zealand's share of non
domestic packs per the blended 02 2015 and 042015
EPS results.
In the absence of data, KPMG has made a prudent
assumption that all visitors who are calculated to be
smokers bring their 50 cigarette duty free limit.

Figure A6.4 Overseas visitors (short term visitors and settlers) arrivals to Australia, 2007 - 2015(l)12)1a)lb)
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Figure A6.5 Overseas visitors arrivals from key 2015 non-domestic source countries, 2007 - 2015(l)12)1a)lb)
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Notes: (a) Key non-domestic source countries have been selected from the EPScarried out in 02 2015 and 042015. the countries shown in the graph above
accounted for almost 70% of the non-domestic cigarette packs found in Australia excluding packs that come from unspecified countries

(bl NDIL) volumes are estimated using actual travel data from January 2015 to December 2015
Sources: (1) Australian Bureau of Statistics. Short-term Movement, Visitor Arrivals - Selected Countries of Residence: Trend, 2013. 2014, 2015

(2) Australian Bureau of Statistics. Permanent Movement, Settlers - Country of Birth, Major Groups and Selected Source Countries: Original,
2013, 2014, 2015
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Non-domestic leQalestimates calculated on the basIs of
inbound visitor arrivals indicate that non-domestic leQal
remains a small orooortion of total consumotion
A6 Non-domestic legal calculation (cont.)

Amount per trip
x (max. allowance =

of 50g)

Total
(Kg)

Figure A6.3 Example non-domestic legal calculation (outbound)

Inbound % population % populationvisitor x x
arrivals'" above 18 smokers

y

Estimated number of visitors who bring in
tobacco to Australia

Example of KPMG non-domestic legal calculation based on overseas visitor arrivals to Australia(1)(2)(3)(4)

2015
Inbound visitor
arrivals (m)la)

% population
above 181b)

% population
smokers

Number of
visitors bringing

tobacco (m)le)
Amount

purchased (kg)
Source AustralianBureau Euromonitor Euromonitor

of Statistics
China 1.06 69% 25% 0.185 9,271
Korea 0.23 69% 23% 0.036 1,787
Indonesia 0.15 62% 36% 0.033 1,636
Thailand 0.08 68% 23% 0.012 597
India 0.25 60% 7% 0.010 493
Malaysia 0.34 64% 22% 0.047 2,361
Japan 0.34 58% 19% 0.037 1,834
Taiwan 0.13 83% 18% 0.020 977
New Zealand'" 1.32 (0 291dl) 62% 18% 0.033 1,656

Total 3.90 (2.87Idl)
~ 20,612I ~

I

I TotalamountbroughtintoAustraliaby inboundtourists I
Estimation of non-domestic legal volumes shows that total
volumes account for a small proportion of total consumption.

This proportion remains insignificant even if arrivals data is
included in the non-domestic legal calculation. This has been
shown in detail on the next page.

Notes: la) Inbound visitor arrivals to include arrivals of short term overseas visitors and permanent settlers
(b) Population within the age group 18-64 years
(c) KPMG has used a prudent approach and assumed that 100% of visitors arriving in Australia purchase the maximum inbound traveller allowance
Idl Travel volumes for New Zealand have been capped as a share of total travel to and from the main source countries. This capping is based on New

Zealand's share of non-domestic packs per the blended 02 2015 and 042015 EPS
Sources: (1) Australian Bureau of Statistics. Short-term Movement, Visitor Arrivals Selected Countries of Residence: Trend, 2013, 2014. 2015

(2) Australian Bureau of Statistics. Permanent Movement, Settlers - Country of Birth, Major Groups and Selected Source Countries: Original,
2013,2014,2015

(3) Euromonitor, Population: National Estimates, accessed January 2016
(4) Euromonitor, Smoking Prevalence Among Total Adult Population, accessed February 2016
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The summation of non-domestic legal from both inbound and
outbound tourism is shown below to determine the total
non-domestic legal volume
A6 Non-domestic legal calculation (cont.)

KPMG Total non-domestic legal calculatlonw'

2007 2009 2010 2011 2012 2013 2014 2015

Outbound trips ('000 kg) 28.6 34.6 33.7 46.0 34.1 10.1 10.3 13.4
Inbound trips ('000 kg) 11.2 15.6 20.6
Total ND(U ('000 kg) 28.6 34.6 33.7 46.0 34.1 21.3 25.9 34.1
Non-domestic legal as % of 0.1% 0.2% 0.2% 0.3% 0.2% 0.1% 0.1% 0.2%
total consumption

The estimate of ND(U volumes above comprises the
legitimate flows from the main source countries per the EPS
and represents 0.2% of total consumption. If we were to
assume that all travellers from the source markets indicated
by the EPSpurchased their allowance, we would derive an
ND(L) voiume of approximateiy 54.4 tonnes or 0.3% of total
consumption.

One limitation of this methodology is that it does not include
cigarettes purchased through mail order and imported legally
into Australia. Given the limited financial gain associated with
paying Australian excise duty on cigarettes purchased
abroad, compared to those purchased in Australia, we feel
that the volume consumed is unlikely to be significant.

We have tracked the trends of mail order purchase from
abroad in terms of average quantity purchased per occasion
and the average frequency of purchase per occasion and we
are starting to see some consistency in results. The most
recent consumer surveys indicate a rise in mail order as a
channel used to purchase tobacco a trend consistent with
observations by the ABFIH

However, using the consumer survey outputs we estimate
that mail order accounts for under 1% of total consumption
whilst there is also a degree of uncertainty over the legality
of purchase i.e, whether duty has been paid or not.

Anecdotally, we understand that there are volumes of
tobacco which have arrived in Australia but have not been
claimed. We await official publications from the Australian
Border Force for any data related to excise paid on mail order
purchases.

Internet retailing continued to grow as a proportion of total
sales in 2015 but this level decreased marginally in the
second half of the year. It was expected to playa larger role
within the tobacco industry, as the full effect of retail display
bans and plain packaging is feltW although the traditional
retailing channels continue to dominate tobacco sales. The
RMR consumer survey results indicated that in 2013(a),'1.8%
of purchasers of unbranded tobacco did so via the internet,
whilst this has increased to 3.4% in H2 2015(a)(b)(3)

Notes: (a)
(bl

Sources: (11
(2)

(3)

2015 is the blended result of 02 2015 and 042015
These purchases are included in our measure of illicit consumption
ABF 2014-15 Annual Report
Euromonitor, Tobacco in Australia, August 2015
Roy Morgan Research, Consumer survey, Hl 2013, H2 2013, Hl 2014, H2 2014, Hl 2015 and H2 2015
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IllicitWhites flows methodology

A7 Illicit Whites flows analysis

Illicit Whites brands flows have declined at a CAGR of 23.18% between 02 2013 and 042015 and now account for 7.7% of
total Contraband & Counterfeit volumes in Australia.

Illicit Whites are defined as

Manufactured cigarettes that are usually manufactured legally in one country/market but which the evidence suggests
have been smuggled across borders during their transit to Australia, where they have limited or no legal distribution and
are sold without the payment of tax.

KPMG undertook the following analysis to determine which brands made up Illicit Whites brand flows:

Cigarettes packs which did not satisfy the plain packaging requirements were identified through the
EPS data'".

This allowed us to form an initial list of brand flows.

These brand flows were then compared with the Aztec scan datal21 (which records brands being sold through most
legitimate channels). Brands included in the Aztec data were then eliminated from the list.

Remaining brand flows were then compared with the brand lists published in The Retail Tobacconist trade rnaqazine'".
which has a comprehensive list of legitimate brands. Brands included in this publication were then also eliminated.

Further analysis was undertaken by looking at the country of origin and corroborating this with
third party sources's'.

Remaining brand flows were identified as Illicit White flows.

Given our identification of counterfeit product is limited to the three industry participants, we cannot assess whether or not
these flows are counterfeit product.

Table A7 Illicit Whites identification process, Illicit Tobacco in Australia - worked example

Illicit Tobacco in Australia - Illicit Whites identification process(1)(2)(31

2015 Non-domestic Illicit White brand
volume (kg) Plain packaging? Aztec scan data? Retail tobacconist? flow

Brand A 50 No Yes Yes ~
Brand B 100 No No Yes ~
Brand C 75 No No No 0
Brand 0 160 No Yes No ~
Brand E 220 No Yes Yes ~

Non-dernestid origin packs will typically.not be in pla1n
packa9ingas Australia is the only market to have introduced

plain packaging for manufactured cigarettes. However,
recently illicit whites in plain-packaginghave been discovered

(see page 44)

Notes: (a) Third party sources include Euromonitor tobacco reports which were used for further verification
Sources: 111 MSlntelligence Research, Emptv Pack Surveys, 02 2013, 042013, 022014, 042014, 022015 and 04 2015

121 Aztec monthly scan data, July 2015 - December 2015
131 Australian Retail Tobacconist. Volume 94, April - June 2015
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Notes to this reoort

AS Notes to this report

The measurement of illicit consumption is inherently complex as those involved seek to conceal their activities.

We believe that the approach adopted for this report, both in terms of the consumption model methodology and the key data
sources, generates an estimate of illicit consumption which is as robust as possible within current research techniques. We
also use alternative validation tools, such as the rolling papers analysis, to further increase the level of confidence in this
estimate.

Whilst we believe this is currently the most appropriate method, we also recognize that we have been required to make a
number of data assumptions and scope exclusions.

Further detail on key approaches and methodology limitations is provided in the table below.

Illicit tobacco in Australia

Source Overview

EPS

Non-major
manufacturer
(non
participating)
counterfeit

1- The EPS approach provides an objective and statistically representative estimate of the size of the
illicit manufactured cigarette market. The results are not subject to respondent behaviour and are
less prone to sampling errors than many other alternative methodologies.
Whilst the EPS is designed to be representative of the overall population, it is not possible
to ensure the sample is fully representative because:

The sample is more heavily weighted towards populous, urban areas so in some markets the
EPSmay not be fully representative of consumption habits in rural areas. The impact in
Australia is likely to be minimal as only 10% of the population live in rural areasll).
Homes and workplaces are not covered, though analysis of the Yellow Bag Survey results in
Germany as discussed on page 55 suggests consumption outside the home is not
significantly different.
Collection routes also specifically exclude sports stadia, shopping malls and stations, or any
other locations where non-domestic incidence is likely to be higher as a result of a skewed
population visiting these areas.

Although EPSdates are selected to minimise seasonal factors, there may be specific events that
impact the results such as major national events which result in large numbers of overseas
visitors. We use a blended result of 02 and 04 EPSdata to minimise this impact.
Brand and market variant share can only be extrapolated with a degree of statistical accuracy for
brands where a sufficiently large number of packs have been collected,

EPS results do not identify counterfeit packs that have been made by manufacturers other than
BATA, ITA and PML as only the manufacturer / trademark owner can confirm whether their brand
pack is genuine,

As a result, for brands not trademark-owned by BATA, ITA or PML it is not possible to
identify counterfeit (non-domestic variants) and contraband product, although this will not
impact the overall volume of illicit.

The volume of legal domestic consumption may be overstated where domestic counterfeit
variants exist, leading to corresponding understatements of illicit volumes for some brands
(although the impact is likely to be minimal and would require any counterfeit pack barcodes
to operate correctly and to be scanned by retailers),
Illicit White volumes may include counterfeit. However, the impact of this is likely to be minimal as
counterfeit volumes in 2015 only represented a small proportion (1.4%)12)of the total sample of
the three participating manufacturers brand flows and counterfeit is typically concentrated on the
most popular brands only,

Sources: (1) Australia in 2030: The Future Demographics', Euromonitor, May 2015
(2) MS)nteliigence Research, Empty Pack Surveys, 02 2015 and 04 2015
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Notes to this reoort [cont.]

AS Notes to this report (cont.)

Illicit tobacco in Australia

Source Overview

Products with - The results of recent empty pack surveys indicate there has been a rise in the incidence of
uncertain legal manufactured cigarettes in plain packaging that seem to have limited or no legal distribution.
distribution These packs have not been classified as illicit since, as yet, we have not been able to validate the

legality of their availability. The incidence of these packs remains small (0.17% of the EPS
sample). We shall continue to monitor these results and continue our attempts to validate
their legality.

LDS - There are minor variations in the LOS data provided by Aztec due to small differences in the way
sales data is collected (for example, the way data is collected from tobacconists and timings of
data release). For a single view of LOS, KPMG has taken data directly from Aztec, who provide
retail sales data using a combination of inputs from manufacturers and retailers.

- Slight timing variances may arise between the date the product was purchased and actual
consumption. However, this is not considered significant and the 2015 LOS information we have
from Aztec is considered to be a good representation of the market.

Consumer - For the purpose of our analysis, our unbranded volumes are based on the average of the last two
surveys consumer surveys as consumers are likely to give a more accurate estimate of their purchase

behaviour over a short time period rather than the last twelve months.

- The sample for the tobacco questionnaire is weighted by location, age and gender using RMR
Single Source data in order to be representative of the national population.

- There are state by state regulations which guide the implementation of consumer surveys in
Australia and the RMR survey used in this report complies with all such regulations nationally.

- Although the consumer survey is designed to be nationally representative of the population, there
are certain limitations associated with consumer surveys such as:

- Information obtained from a consumer survey is based on a sample rather than the entire
population and therefore data is subject to sampling variability.

- In addition, there are limitations of using a consumer survey to estimate tobacco consumption and
more specifically illicit tobacco consumption:

- Consumer surveys have historically under-reported tobacco consumption, especially in
countries where it has become increasingly socially less acceptable. For example, AIHW
highlights the possibility of under-reporting in smoking related questions as some
respondents do not answer smoking related questions!". As such, the RMR consumer
survey used in this report asks respondents about purchase behaviour rather than actual
consumption habits.

- Illicit tobacco consumption is likely to be under-reported to an even greater degreel21.

- Rolling papers analysis is used in order to validate the unbranded volumes derived through the
consumer survey results.

Sources: (1) National Drug Strategy Household Survey, Australian Institute of Health and Welfare. 2013
(2) Temporal changes of under-reporting of cigarette consumption in population-based studies. Gallus et al, 2011
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Notes to this reoort [cont.]

AS Notes to this report (cont.)

Illicit tobacco in Australia

Source Overview

ND(L) - We have used inbound and outbound travel data and inbound settler data from the Australian
Bureau of Statistics to calculate the number of trips made.

- We have calculated the number of cigarettes purchased by assuming smokers purchase the legal
allowance. This may overweight ND(L) volumes as a share of total non-domestic flows.

- \Ne have not been able to accurately estimate the number of cigarettes purchased through mail
order and legally imported into Australia. However. as highlighted on page 75 we feel that the
volume consumed is unlikely to be significant

Outflows from - Outflows from Australia are not considered to be material due to the high prices relative to other
Australia parts of the world.

External data - We have used a series of external data sources to estimate illicit tobacco consumption in Australia
sources in 2015. There are a number of limitations associated with these sources such as their infrequent

updates (the most recent AIHW National Drug Strategy Household survey was in 2013 whilst the
last Australian census conducted by the ABS was in 2011). To update these numbers for the
period of study. we make a series of assumptions as required which are detailed throughout
the report

- There are also differences between our key data sources and other points of corroboration. For
example. the RMR consumer survey focuses on those over 18 years old whilst the AIHW survey
focuses on those over 14 years old.
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The Roy Morgan Research survey and the AIHW survey
differ in focus and methodology, whilst limitations of
consumer surveys are recognised
A9 Alternative illicit tobacco estimates
The Australian Institute of Health and Welfare's (AIHW)
National Drug Strategy Household Survey is the only other
major consumer survey in Australia that provides an
overview on the prevalence of the use of illicit tobacco.
There are a number of differences between the RMR and
AIHW survey (also conducted by RMR) including the key
purpose of each, the frequency of surveys carried out and
the size of the sample. The RMR survey is used to estimate
the size of the illicit market whereas the AIHW survey is
focused more on attitudes and behaviours across a wider
range of health and drug related issues. The RMR surveys
are now carried out biannually whilst the AIHW survey is
conducted every three years.
RMR draws its sample from an Australia-wide database,
collected through its 'Establishment Survey'. This is
conducted throughout the year and includes information on
demographic and attitudes.
The sample for the tobacco questionnaire is weighted by
location, age and gender in order to be representative of the
national population. To meet target responses, RMR then

supplements its sample with samples from a set of qualified
third-party suppliers.
AIHW also adopts a sampling plan stratified by region.
Weightings are then applied to address any imbalances
through sample execution and different response rates.
RMR has used a web based survey throughout, whilst AIHW
moved from a combined CATI and drop-and-collect
methodology to a pure drop-and-collect method from 2010.
In its data quality statement, AIHW also acknowledges that it
"is known from past studies of alcohol and tobacco
consumption that respondents tend to underestimate actual
consumption levels"131 In addition, the Australian Bureau of
Statistics suggested social pressures are likely to account for
such under-reportingl4l Illicit tobacco consumption is
therefore likely to be under-reported to an even greater
degree. These are issues we have previously highlighted.
During the Parliamentary Committee on Law Enforcement
Illicit Tobacco, representatives of the AIHW indicated that the
NDSHS is not an appropriate vehicle for measuring the
percentage of illicit tobacco consurnptioni".

Comparison of RMR and AIHW consumer surveysl11i2lialibl

RMR AIHW (conducted by RMR)

Survey focus - Size of the illicit tobacco market - Knowledge of and attitudes towards drugs, drug
consumption histories, related behaviours

Frequency - At least annually from 2009 and - Every three years
biannually from 2013

Response period - Three week period (twice annually) - 3-4 months (31 July - 1 December 2013)

Key exclusions - Non-private dwellings and institutions; - Non-private dwellings and institutions
non-smokers and occasional smokers

Contacted - 3,341 qualified smokers - 48,579 households

Response rates - 71.3% (2,383 completed surveys) - 49.1 % (23,855 completed surveys)

Sample size - 2011: 931 - Greater than 26,000 people aged 12 years or
- 2012: 1,405 older participated in the 2010 survey

- 2013: 4,223 (H1: 2,107 + H2: 2,116) - Approximately 24,000 people aged 14 years or
- 20144,121 (H1: 2,104 + H2: 2,017) older participated in the 2013 survey

- 2015: 4,235 (H1: 1,852 + H2 2,383)
Age groups - Smokers aged 19+ - Smokers aged 14+

Methodology - Web based surveys - Self-completion drop and collect methodology

Language - English only - English only

Types of tobacco - Unbranded, counterfeit cigarettes, - Unbranded, non-plain packaged tobacco
addressed contraband cigarettes

Notes: (a) Roy Morgan Research results for 2013,2014 and 2015 are based on
CAWI responses only

(b) Results from the 2010 AIHW survey asked questions only about
unbranded loose tobacco, whereas the 2013 and 2007 surveys also
asked about unbranded cigarettes

Sources: 111 Roy Morgan Research, Consumer survey, Hl 2013, H2 2013, Hl
2014, H2 2014, Hl 2015 and H2 2015

121 Australian Institute of Health and Welfare, The National Drug
Strategy Household Survey, 2010,2013

131 National Drug Strategy Household Survey 2013 - Data Ouality
Statement

141 'Profiles of Health, Australia, 2011-13 - Tobacco Smoking',
Australian Bureau of Statistics, June 2013

151 Proof Committee Hansard, Parliamentary Joint Committee on Law
Enforcement, March 2016
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The descriotion of the services set out below como rises
the agreed scooe of our work
A10 Scope of work

Scope

We will analyse and report on:

The total level of legal domestic sales of tobacco products and consumption in the market.

The estimated proportion of the Australian tobacco market accounted for by the illicit trade, across both manufactured
products and the unbranded, encompassing contraband, counterfeit and unbranded products (including 'chop chop').

An overview of the nature of the illicit trade in the country, including the sources of illicit product.

Findings on the characteristics and consumption patterns of illicit tobacco users, and how these have changed from the
results of surveys previously undertaken in 2013 and 2014, based on the consumer research outputs.

Data on how taxation has evolved over time and comment on tobacco regulation in the Australian market.

Methodology

In order to size the illicit tobacco market, we will use two principal approaches:

Consumer research approach: utilising the full year 2013, full year 2014 and full year 2015 Roy Morgan Research reports,
commissioned and provided to us by BATA, PML and ITAL; namely:

Analyse consumer responses to seek to establish the proportion of illicit tobacco consumed.

Extrapolate the proportion of illicit tobacco consumed on a national level.

Express the findings as a proportion of total tobacco consumption.

Empty Pack Survey approach: utilising Empty Pack Survey data commissioned and provided to us by BATA, PML and ITAL;
namely:

Analyse the data output from MSI to seek to establish the proportion of market accounted for by non-domestic
manufactured cigarettes.

Extrapolate the non-domestic and counterfeit incidence estimates identified in the EPSagainst the level of legal
domestic sales in Australia.

Express findings on the estimates of both non-domestic consumption of manufactured cigarettes and consumption of
counterfeit product as a proportion of consumption.

The overall results from the two approaches will then be compared and combined in order to build up our overall estimate of
the size and composition of the illicit market as a proportion of total tobacco consumption.

These results will be compared to our analysis of rolling papers data, seizures data and historical consumption trends to help
to validate findings.
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Ouestions asked by the consumer survey

A11 Roy Morgan Research questionnaire
Do you, or does any member of your immediate family work
in any of the following companies/industry sectors?
What is your post code?
What is your gender?
Are you currently employed?
Which of the following occupational categories best suits
you? (Options provided)
What is your approximate annual personal income?
What is your current age?
Which products do you currently consume? (Options
provided)
What type of tobacco product do you smoke or use, even if
only occasionally?
How often do you normally smoke manufactured cigarettes?
How often do you normally smoke roll your own cigarettes?
How many manufactured cigarettes do you normally smoke
each day (on average)?
How many roll your own cigarettes do you normally smoke
each day (on average)?
What is your regular brand of manufactured cigarettes, that
is, the one you smoke more than any other brand now-a
days?
What other brands of manufactured cigarettes do you
currently smoke?
What is your regular brand of roll your own cigarettes, that is,
the one you smoke more than any other brand now-a-days?
What other brands of roll your own cigarettes do you
currently smoke?
Are you aware that unbranded tobacco can be purchased?
Unbranded tobacco is also known as 'chop.' It is loose
tobacco or cigarettes in cartons or packs that are sold
without a brand name. This does not include branded
tobacco products that are now sold in plain packaging that
are green/brown in colour with graphic health warnings and
information messages.
Since you turned 18 have you ever purchased unbranded
tobacco?
Throughout the survey, we're Just focusing on products you
buy for your own use. Do you purchase unbranded tobacco
for your own use currently?
Have you purchased unbranded tobacco in the last 12
months? (we are talking about purchases for your use)

.co- :.. ", i( ) 1"

In the past 12 months, how often did you purchase
unbranded tobacco?
Well, can you give me an estimate of how often you
purchased unbranded tobacco in the past 12 months?
Since you turned 18, how long had you been buying
unbranded tobacco?
Well, can you give an estimate of how long you had been
buying unbranded tobacco since you turned 18?
When you last purchased unbranded tobacco, from which
outlet or outlets did you buy it?
When you last purchased unbranded tobacco, how many
grams of unbranded tobacco did you purchase?
When you last purchased unbranded tobacco, what format or
formats was the unbranded tobacco in?
When you last purchased loose unbranded tobacco, how
many grams did you buy? (In grams)
When you last purchased loose unbranded tobacco, how
much did it cost in total?
How long ago was your most recent purchase of loose
unbranded tobacco?
Well, can you give me an estimate of when your most recent
purchase of loose unbranded tobacco was?
When you last purchased cartons of unbranded tobacco,
how many did you buy?
When you last purchased cartons of unbranded tobacco,
how much did it cost in total?
How long ago was your most recent purchase of unbranded
tobacco in cartons?
Well, can you give me an estimate of when your most recent
purchase of unbranded tobacco in cartons was?
When you last purchased packs of unbranded tobacco, how
many did you buy?
When you last purchased packs of unbranded tobacco, how
much did it cost in total?
How long ago was your most recent purchase of unbranded
tobacco in packs?
Well, can you provide an estimate of when your most recent
purchase of unbranded tobacco in packs was?
When you were smoking unbranded tobacco, how much of it
would you say that you smoked per day?
Well, can you provide an estimate of how much unbranded
tobacco you were smoking per day?
How did you usually consume unbranded tobacco?

82



Appendix

Questions asked by the consumer survey (cont.]

A11 Roy Morgan Research questionnaire (cont.)

How many suppliers did you ever purchase unbranded
tobacco from, since you turned 18?

When you stopped buying unbranded tobacco did you not
smoke or did you purchase duty paid tobacco products?

Why did you smoke unbranded tobacco?

Do you know the country of origin of the unbranded tobacco
that you purchased?

Where does it usually come from?

Please select the reasons why you stopped purchasing
unbranded tobacco? (Options provided)

How often do you purchase unbranded tobacco?

Well, can you provide an estimate of how often you
purchase unbranded tobacco?

Since you turned 18, how long have you been buying
unbranded tobacco?

Well, can you provide an estimate of how long you have
been buying unbranded tobacco?

From which outlets do you usually buy your unbranded
tobacco?

How many grams of unbranded tobacco do you purchase for
the average purchase?

What format or formats do you usually purchase unbranded
tobacco in?

What is the minimum price that you have paid for loose
unbranded tobacco in bags?

What is the average price that you have paid for loose
unbranded tobacco in bags?

What is the maximum price that you have paid for loose
unbranded tobacco in bags?

What is the minimum price that you have paid for unbranded
cigarettes in cartons?

What is the average price that you have paid for unbranded
cigarettes in cartons?

What is the maximum price that you have paid for unbranded
cigarettes in cartons?

What is the minimum price that you have paid for unbranded
cigarettes in packs?

What is the average price that you have paid for unbranded
cigarettes in packs?

What is the maximum price that you have paid for unbranded
cigarettes in packs?

How much would you say that you smoke per day of
unbranded tobacco?

'I·.,

per day of unbranded tobacco?

The most recent time you purchased unbranded tobacco
what format or formats was it?

How much loose unbranded tobacco did you buy? (In grams)

How much did it cost in total?

How long ago was your most recent purchase of loose
unbranded tobacco?

Well, can you provide an estimate of when your most recent
purchase of loose unbranded tobacco was?

How many cartons of unbranded cigarettes did you buy?

How much did it cost in total?

How long ago was your most recent purchase of unbranded
tobacco in cartons?

Well, can you provide an estimate of when your most recent
purchase of unbranded tobacco in cartons was?

How many packs of unbranded cigarettes did you buy?

How much did it cost in total?

How long ago was your most recent purchase of unbranded
tobacco in packs?

Wtlll, l!WI you provide an estimate ()fWhM your most recent
purchase of unbranded tobacco in packs was?

How do you usually consume unbranded tobacco?

How many suppliers have you ever purchased unbranded
tobacco from, since you turned 18?

Do you find unbranded tobacco easier or harder to obtain
than a year ago or has there been no change?

If you cannot get unbranded tobacco do you not smoke or do
you purchase duty paid tobacco products?

Why do you smoke unbranded tobacco?

Do you know the country of origin of the unbranded tobacco
that you purchase?

Where does it usually come from?

Contraband cigarettes are legitimate brands of cigarettes
purchased in shops without duty paid,

Are you aware that contraband cigarettes can be purchased?

How did you become aware of the availability of contraband
cigarettes?

Since you turned 18, have you ever purchased contraband
cigarettes?
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Ouestions asked by the consumer survey (cont.]

A11 Roy Morgan Research questionnaire (cont.)
Do you purchase contraband cigarettes for your own
use currently?
Have you purchased contraband cigarettes in the
last 12 months?
If you think you might have purchased contraband cigarettes,
which brand(s) was it? Any others?
What would you do if contraband product were not available
where you usually purchase it from? (Options provided)
How would you rate the overall quality of the contraband
product(s) you purchase compared to the non-contraband
version(s)?

Counterfeit cigarettes are packs of cigarettes labelled with a
brand name that are not really that particular brand. They
have been smuggled into the country without
duty paid.
Are you aware that counterfeit cigarettes can be purchased?
How did you become aware of the availability of counterfeit
cigarettes?
Since you turned 18 have you ever purchased
counterfeit cigarettes?
Do you purchase counterfeit cigarettes for your own
use currently?
Have you purchased counterfeit cigarettes in the
last 12 months?
If you think you might have purchased counterfeit cigarettes,
which brand(s) was it? Any others?
What made you believe the cigarettes were counterfeit?
What would you do if counterfeit product were not available
where you usually purchase it from?
How would you rate the overall quality of the counterfeit
product(s) you purchase compared to the
non-counterfeit version(s)?
You have indicated that you have bought counterfeit product.
What does the availability of the brand(s) in counterfeit form
make you feel? (Options provided)
You indicated that you would feel more negative towards the
brand knowing that it is available in counterfeit, can you
please explain why you feel this way?
What would you do if counterfeit product were not available
where you usually purchase it from?
(Options provided)

How would you rate the overall quality of the counterfeit
product you purchase compared to the real legitimate brand?
The most recent time you purchased counterfeit cigarettes,
did you buy them by weight, by packs, or by cartons?
When you bought the counterfeit cigarettes by weight, how
much did you buy?
How much did it cost in total?
How long ago was your most recent purchase of counterfeit
cigarettes by pack?
When you bought the counterfeit cigarettes/carton, how
much did you buy?
How much did it cost in total?
How long ago was your most recent purchase of counterfeit
cigarettes by carton?
Do you find counterfeit cigarettes easier or harder to obtain
than a year ago or has there been no change?
Why do (or did) you smoke counterfeit cigarettes?
The most recent time you purchased contraband cigarettes,
did you buy them by weight, by packs, or by cartons?
When you bought the contraband cigarettes by weight, how
much did you buy?
How much did it cost in total?
How long ago was your most recent purchase of contraband
cigarettes by weight?
When you bought the contraband cigarettes by pack, how
much did you buy?
How much did it cost in total?
How long ago was your most recent purchase of contraband
cigarettes by pack?
When you bought the contraband cigarettes by carton, how
much did you buy?
How much did it cost in total?
How long ago was your most recent purchase of contraband
cigarettes by carton?
Do you find contraband cigarettes easier or harder to obtain
than a year ago or has there been no change?
Why do (or did) you smoke contraband cigarettes?
It is sometimes possible to purchase cigarettes for less than
the normal retail price. The price of these 'cheap cigarettes'
is several dollars or more below'the normal retail price, (for
example, a price of AUD1 0 or less for a pack of 25, or AUD8
or less for a pack of 20).
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OU8stions ask8d by th8 consum8r SurV8Y [cont.]

A11 Roy Morgan Research questionnaire (cont.)
Before today, were you aware of packs of cheap cigarettes
that can be purchased for less than the normal retail price?
Since you turned 18 have you ever purchased cheap
cigarettes for your own use?
Do you purchase cheap cigarettes for your own use
currently?
Have you purchased cheap cigarettes for your own use in
the last 12 months?
How did you become aware of the availability of cheap
cigarettes?
If you think you might have purchased cheap cigarettes,
what brand(s) were they?
What would you do if cheap cigarettes were not available
where you usually purchase them from?
What did you do if cheap cigarettes were not available where
you usually purchased them from?
How would you rate the overall quality of the cheap
cigarettes that you have purchase(d) compared to the full
price product(s)?
The most recent time you purchased cheap cigarettes, did
you buy them by packs, or by cartons, or both?
WMn you bought the cheap cigarettes by pack, how many
packs did you buy?
How much did it cost in total?
How long ago was your most recent purchase of cheap
cigarettes by pack?
When you bought the cheap cigarettes by carton, how many
cartons did you buy?
How much did it cost in total?
How long ago was your most recent purchase of cheap
cigarettes by carton?
From what outlets do/did you usually buy cheap cigarettes?
Do you find cheap cigarettes easier or harder to obtain than a
year ago or has there been no change?
Why do (or did) you smoke cheap cigarettes?
Why did you stop smoking cheap cigarettes?
You have indicated that you have purchased either
contraband or counterfeit cigarettes in the past. Sometimes
people refer to contraband or counterfeit cigarettes as
'cheap' cigarettes. These people mayor may not know that
the 'cheap' cigarettes are contraband or counterfeit.
Whilst you are familiar with the terms contraband and/or
counterfeit, do you also know contraband or counterfeit
cigarettes as 'cheap' cigarettes?

Do you purchase rolling papers, tubes, or both for the
purpose of smoking loose tobacco?
When you purchase rolling papers for smoking loose
tobacco, what is the once pack size of rolling papers you
usually purchase?
What percentage of that pack of rolling papers do you use
before the pack is damaged, lost or discarded? (Options
provided)
When you purchase tubes for smoking loose tobacco, what
is the one pack size of tubes you usually purchase?
Vvhat percentage of that pack of tubes do you use before the
pack is damaged, lost or discarded? (Options provided)
Have you travelled outside of Australia in the last 6 months?
Did you bring back any manufactured cigarettes or any other
tobacco products to bring back to Australia on any of your
trips to other countries in the past 6 months?
How many trips in the last 6 months did you make where
you purchased manufactured cigarettes or any other tobacco
products to bring back to Australia?
For each type of product listed below, indicate how much
you brought back into Australia on average per trip? (Options
provided)
In which countries did vou buy manufactured cigarettes/any
other tobacco products?
Did you buy duty free manufactured cigarettes or any
tobacco products at the airport or port on your return to
Australia after any of your trips to other countries in the last 6
months?
How many trips did you make in the last 6 months where
you purchased duty free manufactured cigarettes or any
other tobacco products on your return to Australia?
For each type of product, indicate how much you purchased
in duty free on average per trip.
In the last 12 months have you received or purchased any
manufactured cigarettes or roll your own tobacco that was
posted from abroad?
What one type of tobacco product did you receive most
recently?
When did you last receive manufactured cigarettes or roll
your own tobacco from abroad?
How much did you receive? (Please enter a 0 if you did not
receive any of that type of product.)
From which countries were the manufactured cigarettes or
roll your own tobacco posted from?
On your most recently received manufactured cigarettes or
roll your own tobacco, did you declare it to customs or pay
any additional taxes?
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Executive summary 
This study 

This report has been commissioned by British American Tobacco Australia Limited (BATA), Philip 
Morris Limited (PML) and Imperial Tobacco Australia Limited (ITA). The purpose of this report is 
to: 

 Provide an overview of the nature and dynamics of the illicit tobacco market in Australia 

 Provide an update to the estimated size of the illicit tobacco market in Australia (as a proportion 
of the licit tobacco market) as published in PricewaterhouseCoopers‟s (PwC) report Illegal 
tobacco: counting the cost of Australia’s black market based on 2009 survey data (the 2009 
Report)1. 

To estimate the size of the illicit tobacco market in Australia, a consumption model approach has been 
adopted. The consumption model estimates the size of the illicit market based on surveyed consumers‟ 

behaviour on unbranded, counterfeit and contraband tobacco products. Key variables that input into 
the consumption model are:  

 Frequency of purchase: how regularly survey respondents purchased illicit tobacco products 

 Quantity of purchase: the amount of illicit tobacco purchased by survey respondents. 

In October 2010, Roy Morgan Research Limited (RMR) conducted a survey of adult tobacco users in 
Australia (2010 RMR Tobacco Usage Study). As for the survey conducted by RMR for the 2009 
Report, questions focused on respondents‟ awareness of the illicit tobacco market, in addition to the 
frequency and quantity of illicit tobacco purchased.  

Anecdotal evidence provided by retailers combined with recent research conducted by Deloitte into 
tobacco product retailing informed our understanding of the nature of the illicit tobacco market in 
Australia.  

Key findings 

Increase in the level of illicit tobacco trade compared to previous studies 
As detailed in Table E-1 below, Deloitte estimates the amount of illicit tobacco purchased in Australia 
in 2010 to be approximately 2.7 million kilograms. The size of the illicit tobacco market, represented 
as a proportion of the licit tobacco market, in Australia for 2010 is estimated to be equivalent to  
15.9 per cent of the licit tobacco market. The estimated 2.7 million kilograms of illicit tobacco 
consumed represents foregone tobacco excise revenue of approximately $1.1 billion.2 

Table E-1: Headline results 

Market indicator 2007 estimate3 2009 estimate4 2010 estimate 

Amount of illicit tobacco purchased (‘000 kg) 1,827 2,348 2,680 

Size of the illicit tobacco market represented 
as a proportion of the legal tobacco market 

6.4% 12.3% 15.9% 

Equivalent excise value ($m)  $450 $624 $1,126 

                                                
1 PricewaterhouseCoopers 2010 
2 Based on current excise rates as at February 2011. 
3 PricewaterhouseCoopers 2007; Note: this estimate of the 2007 illicit tobacco market size does not include counterfeit or contraband tobacco products. 
4 PricewaterhouseCoopers 2010 
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Figure 1 below highlights the increase in the illicit tobacco market size since 2007. As noted in 
Chapter 7: Australian border seizures, this increase in the illicit tobacco market size is aligned with an 
increase in detections of smuggled tobacco by the Australian Customs and Border Protection Service. 
 
Figure 1: Size of the illicit tobacco market 
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Changes in surveyed consumer behaviour compared to previous studies  
Unbranded tobacco was found to be the most consumed illicit tobacco product in Australia, 
constituting 91 per cent of the illicit tobacco market. Figure 2 below illustrates the estimated 
breakdown of the illicit tobacco market in Australia. 
Figure 2: Illicit tobacco market breakdown, 2010  
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The 2010 RMR Tobacco Usage Study identified key reasons explaining the purchasing decisions of 
unbranded tobacco consumers.5 These include: 

 Awareness: Consumers surveyed were aware of and wanted to try unbranded tobacco  

 Price: Unbranded tobacco is typically cheaper than legal tobacco products 

 Ease of purchase: It is not difficult to obtain unbranded tobacco. 

                                                
5 Unbranded tobacco consumers constitute 91 per cent of the illicit tobacco market 
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With respect to price, the 2010 RMR Tobacco Usage Study noted that more than 60 per cent of adult 
unbranded tobacco consumers surveyed identified that the lower price was their reason for purchasing 
unbranded tobacco.  
As outlined in Chapter 6, the 2010 RMR Tobacco Usage Study noted key observable changes in 
consumer behaviour including: 

 Increase in participation: 15.4 per cent of survey respondents acknowledged purchasing 
unbranded illicit tobacco in 2010, up by 2.4 per cent from 2009 results.6  

 Increase in frequency of purchase: unbranded tobacco was found to be purchased more frequently 
(on average, 15 times per annum) in 2010 compared to 2009 (on average, 11 times  
per annum).7 

 Increase in the supply of illicit tobacco products at convenience stores and independent 
supermarkets compared with a decline from local markets, particularly in Melbourne. 

Changes to the regulatory and taxation regime  
There have been a number of newly implemented and proposed changes to the regulatory and taxation 
regime for tobacco products. The estimated increase in illicit trade has occurred concurrently with 
some material changes in the regulatory and taxation regime, primarily: 

 Excise rate: a 25 per cent increase effective 30 April 2010. This was the first increase in excise 
above CPI indexation in more than ten years. The CPI indexation is a twice yearly increase in the 
excise applied to tobacco  

 Retail display ban (RDB): prohibiting the display of tobacco products at retail outlets. The RDB 
will be fully implemented in all states by 2012. 

In addition the Federal government also intends to legislate for the introduction of plain packaging of 
all tobacco products during the course of 2011. 

                                                
6 Roy Morgan Research 2009, Roy Morgan Research 2010a 
7 Roy Morgan Research 2009, Roy Morgan Research 2010a 
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1 Introduction  
1.1 Purpose of this study 

This report was commissioned by British American Tobacco Australia Limited (BATA), Philip 
Morris Limited (PML) and Imperial Tobacco Australia Limited (ITA). 

The purpose of this report is to: 

 Provide an overview of the nature and dynamics of the illicit tobacco market in Australia 

 Provide an update to the estimated size of the illicit tobacco market in Australia (as a proportion 
of the legal tobacco market) as published in PricewaterhouseCoopers‟s 2009 Report. 

Previous studies into illicit trade, including the 2009 Report, were commissioned solely by BATA. 
The 2010 report has been jointly commissioned by BATA, PML and ITA with Deloitte jointly 
selected and commissioned to undertake this analysis.  

The following sections provide an overview of the legal and illicit tobacco markets as context for 
estimating the size of the illicit market. 

1.2 Report structure 

This report covers the key characteristics of the illicit tobacco market and provides an indicative 
estimate of its size in Australia. The report‟s structure is outlined below: 

 Chapter 1 provides an introduction to the study and the nature of the legal tobacco market 

 Chapter 2 provides background context to the illicit tobacco market including regulation, taxation 
and enforcement 

 Chapter 3 outlines the methodology underlying the RMR Tobacco Usage Study 

 Chapter 4 details information on the supply of illicit tobacco 

 Chapter 5 provides a profile of illicit tobacco users 

 Chapter 6 estimates the size of the illicit tobacco market represented as an equivalent proportion 
of the legal tobacco market in Australia 

 Chapter 7 provides an overview of Australian border seizures 

 Chapter 8 summarises the overall conclusion of this report. 

1.3 Legal tobacco market overview 

The tobacco market consists of cigarettes, cigars and cigarillos, roll-your-own (RYO) and pipe 
tobacco. In 2009, the estimated value of the global tobacco market was US$429.3 billion.8 The 
Australian tobacco market value was estimated at US$7.9 billion for the same year (see Table 1-1). 9 

                                                
8 Datamonitor 2010a, p. 2  
9 Datamonitor 2010b, p. 10  
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Table 1-1: Tobacco market value 

Year 
Global market value 

US$ billion 

Australian market value 

US$ billion 

2005 $379.3 $7.1 

2006 $389.3 $7.3 

2007 $402.0 $7.6 

2008 $415.5 $7.8 

2009 $429.3 $7.9 

Note: Based on retail sales of cigarettes, cigars and cigarillos, loose tobacco and chewing tobacco. 

Source: Datamonitor 2010a p.10; Datamonitor 2010b p.10 

In Australia, it is estimated that approximately 18 per cent of adults smoke legal tobacco products on a 
daily basis.10 Cigarettes currently account for approximately 93 per cent of legal tobacco products sold 
in Australia with cigars, cigarillos, RYO and pipe tobacco comprising the remainder of the market 
(see Figure 3).  

Figure 3: Legal tobacco market segmentation, by value, 2009 

 

93%

7%

Cigarettes
Other tobacco products

 

Source: Datamonitor 2010b, p.11 

1.3.1 Tobacco cultivation and manufacturing 
Commercial tobacco is no longer grown in Australia. BATA and PML manufacture Australian-made 
cigarettes using imported tobacco leaves. Although ITA is a major company in the Australian tobacco 
industry, it does not have local manufacturing operations and instead sub-contracts production to 
BATA alongside manufacturing in New Zealand and Europe.  

Figure 4 illustrates the supply-chain for legal tobacco products in Australia. 

                                                
10 Australian Bureau of Statistics 2009 
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Figure 4: Supply chain for legal tobacco products in Australia 

 
Tobacco products are distributed throughout Australia to an estimated 35,000 retail businesses.11 The 
majority of tobacco products are sold at supermarkets and grocery stores.12 The remainder of sales are 
made primarily at convenience stores, independent retailers and service stations (see Figure 5). 
Figure 5: Supply of legal tobacco products, by value, 2008 

32%

19%16%

15%

4%
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Supermarkets
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Independent retailers

Service stations

Specialist retailers

Other (incl. duty f ree stores)

  

Source: Datamonitor 2009, p.31 

                                                
11 Scollo & Winstanley 2008 
12 Datamonitor 2009, p. 31 
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1.3.2 Tobacco duties in Australia 
Duty-paid clearances of Australian-made and imported tobacco products destined for sale in Australia 
are levied by the Australian government. There are two forms of such duties: 

 Excise duty: levied on tobacco products that are produced or manufactured in Australia but which 
are not destined for export 

 Customs duty: levied on tobacco products imported for sale in Australia which are comparable to 
those subject to excise. 

Imported tobacco products attract customs duty levied at the same rate as the excise rate to ensure that 
imported and locally-produced tobacco products are taxed in an equivalent manner.13  

As of February 2011, the Australian government currently levies the following duty rates: 

 $0.33633 per stick (stick form not exceeding in weight 0.8 grams per stick of actual tobacco 
content) 

 $420.43 per kilogram of tobacco content (for those tobacco products in loose form or those in 
stick forms which weigh more than 0.8 grams).14 

These taxation rates are indexed twice a year in line with movements in the consumer price index.  

In 2009/10, an estimate of $5.92 billion of tobacco excise revenue was collected, which accounts for 
approximately 2.2 per cent of Australia‟s taxation revenue.15 

1.4 Illicit tobacco market overview 

The illicit tobacco market represents an important issue for government and the tobacco industry as it 
results in lost government taxation revenue, undermines public health initiatives to curb tobacco 
consumption and can harm the interests of legitimate businesses throughout the supply chain.16  

1.4.1 Key characteristics 
There are three types of illicit tobacco products available within Australia: 

 Unbranded tobacco 

 Counterfeit cigarettes 

 Contraband cigarettes. 

                                                
13 Commonwealth of Australia 2010a 
14 Australian Taxation Office 2011 
15 Commonwealth of Australia 2010b 
16 Joosens, Merriman, Ross & Raw 2009, p.1 
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The Tobacco Industry Forum (TIF)17 defines the different types of illicit tobacco below in Table 1-2. 

Table 1-2: Illicit tobacco products in Australia 

Illicit tobacco Definition 

Unbranded tobacco 

 Sold as finely cut loose leaf tobacco in half kilogram or one kilogram amounts 

 May be grown illicitly without a licence in Australia but is most commonly 
imported 

 Carries no labelling or health warnings 

 Consumed in RYO form or inserted into empty cigarette tubes and sold in 
boxes which are available from tobacco retailers 

 Commonly known as ‘chop chop’. 

Counterfeit cigarettes 

 Made from tobacco leaf.  

 Specifically manufactured overseas in countries with large scale tobacco 
production and sophisticated tobacco manufacturing machinery 

 Illicitly smuggled into Australia most commonly via ports on large container 
freight and other channels including airmail and online purchases 

 Carry trademark or branding without the consent of the trademark owner to 
imitate popular legitimate tobacco product brands 

 Do not adhere to industry production standards 

 Pose additional serious health risks 

 Also known as fake cigarettes. 

Contraband cigarettes 

 Any cigarettes, counterfeit or genuine, that are sold without the payment of 
applicable excise taxes 

 Manufactured legally outside of Australia adhering to local regulations and 
smuggled into the Australian market 

 Carry legitimate branding and trademarks 

 Avoid government regulations, quarantine inspections and ingredient controls. 

Source: Tobacco Industry Forum 

                                                
17 Convened by the Australian Tax Office, the Tobacco Industry Forum comprises of other Australian government departments  and corporate 
representatives with interests in the tobacco industry 
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Illicit tobacco products can be available for purchase from both legitimate tobacco retailers and black 
market suppliers. Figure 6 illustrates the supply chain for illicit tobacco products. 
Figure 6: Supply of illicit tobacco products in Australia 

 

1.4.2 Recent illicit market highlights 
The illicit trade of tobacco products is a significant global issue. The World Health Organisation 
(WHO) considers cigarettes to be the world‟s most widely smuggled legal consumer product.18  
According to the WHO, sales of smuggled cigarettes will overtake legal tobacco sales by 2020.19  

A recent study published by the International Union against Tuberculosis and Lung Disease estimated 
that 11.6 per cent of the global cigarette market was illicit, resulting in losses to government revenues 
of US$40.5 billion globally. According to Joossens et al. (2009) whilst the size of the illicit tobacco 
market varies across geographies, it tends to be higher in lower income countries than in higher 
income countries.20 

The TIF estimates that approximately 40 per cent of illicit cigarette imports into Australia during the 
12 months to February 2010 were counterfeits of major known brands.21 The remaining 60 per cent of 
illicit cigarette imports represent “exotic” brands which predominantly originate from China.22 

In addition, recent seizures by the Australian Customs and Border Protection Service indicate that 
there appear to be increasing attempts to import unbranded tobacco ahead of counterfeit and 
contraband tobacco products.23  

1.4.3 Tobacco industry initiated monitoring and enforcement 
Tobacco industry operators are actively involved in monitoring the availability of illicit tobacco and 
engaging with federal government agencies on the management issues associated with illicit trade. For 
example, a private investigation firm has been contracted by one leading industry player to undertake 
covert purchases of illicit tobacco products across major cities in Australia. This information is shared 
with the Australian Taxation Office and the Australian Customs and Border Protection Service. 
Consultations with an illicit tobacco market investigator utilised by the tobacco industry have helped 
to inform the analysis contained in this report.  

                                                
18 World Health Organisation 2009a p. 55 
19 World Health Organisation 2009b, p.90  
20 Joosens, Merriman, Ross & Raw 2009, p.2 
21 Australian Taxation Office 2010b 
22 Australian Taxation Office 2010b 
23 Australian Taxation Office 2010b 
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2 Regulation, taxation and 
enforcement 
This section provides an overview of the regulation, taxation and enforcement environments, 
including key recent and/or proposed changes. 

2.1 Regulation 

In recent years, there has been a move, at both state and local council levels, to introduce various 
regulations on smoking (see Table 2-1). 
Table 2-1: Recent anti-smoking regulation 

Jurisdiction 
Legislation title 
(if appropriate) 

Regulation 
type 

Enactment 
date 

Brief description 

Australia Tobacco 
Advertising 
Prohibition 
Amendment Bill 
2010 

Additional 
restrictions to 
tobacco 
advertising 

Introduced into 
the 
Commonwealth 
Parliament on 
17 Nov 2010 

Purpose is to bring restrictions on 
tobacco advertising on the internet 
or in electronic media into line with 
restrictions in other media and at 
physical points of sale. 

The main offence provision includes 
subsection 15A(1) which makes it an 
offence for a person to publish 
electronically in Australia anything 
that meets the definition of a tobacco 
advertisement. A person also 
commits an offence if they cause or 
authorise such a publication. 

New South 
Wales 

Public Health 
(Tobacco) Act 
2008 

A notification 
and negative 
licensing 
scheme 

1 Jul 2009 A negative licensing scheme 
introduced for tobacco retailers – 
tobacco retailers must not engage in 
tobacco retailing unless they have 
notified the Director-General of the 
NSW Department of Health. 

Single point of 
sale 

1 Jul 2009 Tobacco retailers are restricted to 
selling tobacco and smoking 
products from a single point of sale.  

Protecting 
children 

1 Jul 2009 Smoking in cars when a child under 
the age of 16 years is a passengers 
will be an offence and attract a $250 
on-the-spot 

Shopper-loyalty 
programs 

1 Jul 2009 Removal of tobacco products from 
all shopper-loyalty programs 
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Increased 
penalties 

1 Jul 2009 An increase by up to ten-fold of the 
penalties applying for tobacco-
related offences  

Vending 
machine 
restrictions 

1 Jul 2009 Cigarette vending machines only 
allowed in licensed venues restricted 
to over 18s must be activated by a 
staff member or by a token which is 
only available from a staff member. 

Retail Display 
Ban (RDB) 

1 Jan 2010 All tobacco products must be stored 
out of sight for retailers that employ 
more than 50 people as at 25 Sept 
2008 and tobacco vending machines 
(including the limitation of one per 
venue). 

1 Jul 2010 All tobacco products must be stored 
out of sight for retailers that employ 
less than 50 people 

1 Jul 2010 Approved specialist tobacconists 
may only display tobacco products & 
non-tobacco smoking products in the 
following circumstances: 

 Not more than one package 
facing for each product line is 
displayed 

 No cartons are displayed 

 The entire display is restricted 
to a maximum size of three 
square metres 

 The display is at least two 
metres from any public-facing 
opening. 

1 July 2013 Approved specialist tobacconists will 
be subject to the total display ban 
meaning that all tobacco and non-
tobacco smoking products and 
accessories cannot be seen by the 
public from inside or outside the 
premises. 

Victoria Tobacco Act 
1987 

Protecting 
children 

1 Jan 2010 Smoking bans in a motor vehicle if a 
person under the age of 18 years is 
present. 

Temporary 
outlets ban 

1 Jan 2010 Ban on the sale of tobacco products 
from temporary outlets. 

 

 

Ban on sale of 

 

 

 

 

A power for the Minister of Health to 
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appealing 
products to 
young people 

Jan 2010 ban the sale of certain tobacco 
products & packaging that appeal to 
young people 

Penalties & 
enforcement 
provisions 

1 Jan 2010 Amendments to certain penalties 
and enforcement provisions 

RDB 1 Jan 2011 A ban on the display of tobacco 
products at point-of-sale with an 
exemption for certified ‘specialist 
tobacconists’ and duty free retailers. 

Queensland Tobacco and 
Other Smoking 
Products Act 
1998 

Smoke-free cars 
with kids 

1 Jan 2010 Smoking in cars carrying children 
under the age of 16 years in 
Queensland banned. 

Smoking in 
public places 

1 Jan 2010 Queensland’s local governments can 
choose to regulate smoking in 
pedestrian malls and at public 
transport waiting points such as bus 
stops. 

Tobacco and 
Other Smoking 
Products 
Regulation 2010 

27 Aug 2010 Items that are primarily used in the 
consumption of a tobacco product, 
herbal cigarette or loose smoking 
blend - such as cigarette papers, 
tubes, filters and rolling machines - 
captured as ‘smoking related 
products’ under Queensland’s 
tobacco laws. 

 The display of these items at 
retail outlets is restricted in the 
same way as all other tobacco 
products. 

 Prescribed restrictions on price 
tickets for these items & 
tobacco product vending 
machine. 

Western 
Australia 

 

Tobacco 
Products 
Control 
Amendment Act 
2009 

Tighter 
restrictions on 
tobacco use 

22 Sep 2010 Ban on smoking in some ‘outdoor 
areas’ including: 

 Eating areas e.g. cafes 

 10 metres of a children’s 
playground equipment 

 Between the flags of patrolled 
beaches. 

Ban on smoking in or on cars with 
children under 17 years present. 

RDB – Ban on display of tobacco 
products & smoking implements in 
retail premises excluding ‘specialist 
retailers’. 
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Tasmania Public Health 
Act 1987 

RDB 2 Feb 2011 Retail premises from which tobacco 
or tobacco products are sold must 
not be displayed other than in plain 
sales units or a concealed storage 
facility with the exception of 
‘specialist tobacconists’. 

Northern 
Territory 

Tobacco Control 
Act 

RDB 2 Jan 2011 Tobacco products must not be 
displayed and kept out of sight, from 
both the inside and outside of the 
premises. 

Australian 
Capital Territory 

Tobacco Act 
1927 

RDB 1 Jan 2010 Smoking products must be kept out 
of view of customers in retail and 
wholesale outlets. 

1 Jan 2011 Smoking products cannot be 
displayed at specialist tobacconists 
whose main business is the sale of 
these products. 

Smoke-Free 
Public Places 
Act 2003 

Ban on smoking 
in some 
‘outdoor’ areas 

9 Dec 2010 Smoking is not permitted in enclosed 
public places, outdoor eating and 
drinking places and at underage 
functions. 

The impacts of these regulatory changes on smoking rates are yet to be fully realised. The regulatory 
changes have prompted media and community attention, particularly with respect to the RDB. 
Australian retailers who sell legal tobacco products have suggested that the RDB could have 
significant operational impacts. In previous studies undertaken by Deloitte, retailers have estimated 
one-off and recurring costs between the range of $9,530 and $21,560 as a result of outfit, increased 
transaction and restocking times in order to comply with the RDB.24  

2.1.1 Proposed regulatory changes 
In addition to existing anti-smoking regulation, community groups and the National Preventative 
Health Taskforce continue to call for further legislative changes, including: 

 Increasing the average price of a packet of 30 cigarettes to at least $20 (in $2008 terms) with 
equivalent increases in the price of RYO and other tobacco products 

 A ban on all forms of advertising and promotion of tobacco products. A key focus of this ban 
would be the introduction of legislation to restrict Australian internet advertising of tobacco 
products  

 The introduction of plain packaging. In April 2010, the Federal government announced that it 
would be developing legislation to introduce mandatory plain packaging of tobacco products 

 Prohibiting smoking in any public place. Public places of key interest include outdoor seating 
areas, CBD precincts e.g. outdoor shopping malls, sporting venues and universities 

 An abolishment of duty-free tobacco sales. 

2.2 Tobacco excise and customs duties 

Duty-paid clearances of Australian-made and imported tobacco products destined for sale in Australia 
are levied by the Australian government. There are two forms of such duties: 

                                                
24 Deloitte 2009 
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 Excise duty: levied on tobacco products that are produced or manufactured in Australia but which 
are not destined for export 

 Customs duty: levied on tobacco products imported for sale in Australia which are comparable to 
those products subject to excise. 

Imported tobacco products attract customs duty that includes a component at the same rate as the 
excise rate to ensure that imported and locally-produced tobacco products are taxed in an equivalent 
manner.25  

Until 1999, the federal excise and customs duties were calculated on the basis of the weight of tobacco 
products. Figure 7 below shows the changes in excise and customs duty rates up until 1999. As can be 
seen, the customs duty became equal to the excise duty in 1995. 

Figure 7: Rate of federal tobacco duty per kilogram, all tobacco products (1987-1999)  

0

20

40

60

80

100

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

$/
ki

lo
gr

am
 (c

ur
re

nt
 A

UD
)

Year

Excise rate

Customs rate

Excise/Customs rate (post 1995)

Source: Scollo & Winstanley 2008 

Since 1999, the federal government has followed a system that calculates duty rates based on the 
number of cigarettes (sticks) at 0.8 grams of tobacco weight. These taxation rates are then indexed 
twice a year in line with the consumer price index. 

On 29 April 2010, the federal government announced an increase to the excise and customs duties on 
tobacco products of 25 per cent, immediately effective on 30 April 2010 (see Table 2-2 below). This 
was the first increase in excise above CPI indexation in more than ten years. 
Table 2-2: Increase in tobacco excise 

Tobacco product 
Previous tobacco excise 

(pre 30 April 2010) 
Post tobacco excise 
(as at 30 April 2010) 

Per stick (not exceeding 0.8 grams 
tobacco content) $0.26220 $0.32775 

Per kilogram of tobacco (loose leaf 
tobacco, RYO and cigars) $327.77 $409.71 

Source: Excise Tariff Act 1921 (cTh) 

Figure 8 illustrates the timeline of applicable excise and customs duty rates on tobacco products in 
Australia. As can be seen, the 25 per cent increase applied on 30 April 2010 had a considerable 
impact. 

                                                
25 Commonwealth of Australia 2010 
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Figure 8: Rates of federal tobacco excise and customs duties (1999-2011) 
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Source: Scollo & Winstanley 2008; Australia Taxation Office 2010a; Australia Taxation Office 2011 

The increase in the federal excise and duty was aimed at reducing smoking rates in Australia, 
especially amongst young tobacco users who are believed to be more sensitive to price.26 The federal 
government estimated that the excise increase would lead to 87,000 Australians ceasing to smoke 
almost immediately.27 By 2020, the federal government estimates that if health preventative measures 
(which include the 30 April 2010 rise in the tobacco excise and customs duties) are adopted there may 
be one million fewer tobacco users.28 

2.3 Monitoring and seizures 

The Australian Customs and Border Protection Service emphasises the importance of monitoring the 
illicit tobacco market. A combination of solid intelligence focused targeting, advanced X-ray 
technology and skilled staff is maintained at „frontline‟ programs to prevent and control the access to 
illicit tobacco products.29  

Looking ahead, the Australian Customs and Border Protection Service reported that it will seek to 
combat the illicit trade in tobacco products through approaches that include: 

 A review of the current penalty regime 

 The implementation of changes that improve the Service‟s deterrence measures.30  

2.4 Penalties 

There are a range of penalties in Australia associated with illicit tobacco production and sales. 
Penalties range from fines to imprisonment and can be imposed at a distribution, point of sale or  
end-user level. 

2.4.1 Australian Customs and Border Protection Service  
In 2009/10, the Australian Customs and Border Protection Service served 60 convictions with respect 
to illicit tobacco trade resulting in $513,616 awarded in fines and penalties.31 Prosecutions resulted in 
nine custodial sentences ranging from one year to ten years.32 

                                                
26 Prime Minister Commonwealth Parliamentary Offices, 2010  
27 N. Roxon 2010 
28 Australian Government National Preventative Health Taskforce 2009 
29 Australian Customs and Border Protection Service 2009 
30 Australian Customs and Border Protection Service 2010 
31 Australian Customs and Border Protection Service 2010 
32 Australian Customs and Border Protection Service 2010 
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The maximum penalty for tobacco smuggling is ten years. Suggestions have been made to increase 
this penalty to bring the maximum term in line with other illicit drug behaviour.33 For example, the 
maximum penalty for smuggling illicit drugs is 25 years.  

In a recent case, a woman was sentenced to three years in jail after the Australian Customs and Border 
Protection Service intercepted two shipping containers in Sydney, which were found to contain over 
18,000 kilograms of undeclared molasses tobacco. 34  

2.4.2 Australian Tax Office 
The Australian Tax Office (ATO) has the ability to impose fines and commence prosecution on 
persons that possess tobacco products that evade taxation. Such tobacco products may be smuggled or 
illicitly produced tobacco products that are sold in Australia. This extends once the tobacco product 
has moved past the Border and is no longer enforceable by the Australian Customs and Border 
Protection Service. 

The Excise Tariff Act 1921 imposes controls in three main areas: 

 Growing, dealing in and moving of tobacco seed, plant and leaf 

 Manufacturing, storing and moving of excisable tobacco products 

 Payment of duty for excisable tobacco products.  

Licenses to manufacture, store and move excisable tobacco products are granted under the Excise 
Tariff Act 1921. The Excise Tariff Act 1921 requires that tobacco not be manufactured outside the 
control of the ATO to ensure that the correct amount of duty is ultimately paid or the tobacco is 
otherwise appropriately dealt with. A conviction for an offence against the Excise Tariff Act 1921 may 
lead to a penalty in the form of penalty units, a term of imprisonment or an appropriate monetary fine.  

2.4.3 Intellectual property infringements 
Counterfeiting tobacco products infringes on the World Trade Organisation (WTO) Agreement on 
Trade-Related Aspects of Intellectual Property (the TRIPS Agreement). Under this agreement, 
minimum levels of protection are established whereby governments must adhere to the intellectual 
property of other WTO member nations. This is particularly important for the registration of 
trademarks. If an infringement against the intellectual property within a member state occurs, 
governments are obliged to take enforcing steps against the infringement of these standards.35 

Producing counterfeit tobacco infringes upon the WTO‟s TRIPS Agreement. In addition to 
government action, tobacco companies can pursue convictions in a civil manner in response to 
infringements of their intellectual property.  

Tobacco companies have been active in pursuing action over infringements in an attempt to defend 
their brands and intellectual property. Since October 2008, 18 per cent of tobacco purchases made by 
illicit tobacco market investigators at retail outlets have resulted in purchases of illicit tobacco.36 
There have also been 144 cease and desist letters sent to infringers and 19 incidences where damages 
have been paid.37 
 

                                                
33 L Murdoch & G Strong 2010  
34 Australian Customs and Border Protection Service 2010b 
35 World Trade Organisation 2010 
36 Illicit tobacco market investigator, pers. comm., 14 December 2010 
37 Illicit tobacco market investigator, pers. comm., 14 December 2010 
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3 Roy Morgan Research 
Tobacco Usage Study 
Roy Morgan Research was commissioned by BATA to conduct a survey of adult tobacco users across 
Australia. Respondents were also asked about their consumption of illicit tobacco products. The 
survey responses were provided to Deloitte for the purposes of this report. 

Roy Morgan Research Limited (RMR) is an established market research company in Australia. In 
2010, RMR was commissioned by BATA to conduct a survey of adult tobacco users in Australia 
(referred to as a Tobacco Usage Study).  

As for the question design and survey approach previously followed by RMR for the 2009 Report, 
questions in the 2010 Tobacco Usage Study focused on respondents‟ awareness of the illicit tobacco 
market and their level of participation (if any). The 2010 RMR Tobacco Usage Study was conducted 
in October 2010 with the collected data provided by RMR to Deloitte for the purposes of this report.  

3.1  Tobacco Usage Study methodology 

The 2010 Tobacco Usage Study involved a Computer-Assisted Telephone Interviewing (CATI) 
survey of adult tobacco users across Australia. Before commencing the 2010 Tobacco Usage Study, 
RMR drew a sample of tobacco users from its Establishment Survey. 

3.1.1 RMR Establishment Survey 
The Establishment Survey is a comprehensive household survey conducted across Australia. Random 
clustered sampling is utilised to select households across metropolitan and regional areas throughout 
Australia. Door-to-door interviewing is then conducted each weekend, with one person (aged  
14 years or older) per household being interviewed on a variety of topics, including whether they 
consume tobacco.38 In total, a sample size of 50,000 is collected over the course of 12 months.  

3.1.2 Tobacco Usage Study sample selection 
The 2010 Tobacco Usage Study drew a sample of tobacco users from the past 48 months worth of 
data from RMR‟s Establishment Survey. This initial sample comprised of 9,206 identified people. 
However after allowing for natural sample attrition, 949 respondents completed the survey, none of 
whom participated in the survey previously used in the 2009 Report.39  

3.1.2.1 Key requirements of sample 

Adult participants who qualified for the survey satisfied the following criteria: 

 Aged between 18-64 years  

 Resided in Sydney, Melbourne, Brisbane, Perth or Adelaide 

 Smoked manufactured cigarettes or RYO at least five days a week (on average).  

Table 3-1 illustrates the distribution of the sample across capital cities. 

                                                
38 Roy Morgan Research 2010b 
39 Further details on the attrition of the sample can be found in Appendix #1 
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Table 3-1: Sample distribution across capital cities 

City Percentage of total sample 

Sydney 33% 

Melbourne 27% 

Brisbane 18% 

Perth 13% 

Adelaide 9% 

Source: Roy Morgan Research 2010a 

3.1.2.2 Margin of error 

Typically in statistical research, a census of the entire population is impractical. As a result, a random 
population sample is drawn from the total population which is underlined by an assumption that the 
sample‟s statistics reflect those of the total population. 

To quantify the degree to which the sample reflects the true population values, the sample‟s margin of 
error can be assessed by estimating a confidence interval. Analyses based on sample  
sub-groups have reduced reliability however data from sub-samples of 100 or more are commonly 
reported. The confidence interval for data derived from a sample of 100 is + ten per cent at the  
95 per cent confidence level. 

For this report the standard 95 per cent confidence level was used. As a result, the total sample of 949 
smokers is expected to be accurate to within + 3.2 per cent of the population figures at the  
95 per cent confidence level. Essentially, this margin of error infers that there is only a five per cent 
chance that the population value is more than 3.2 per cent away from the values observed with the 
sample of 949 smokers. 
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4 Supply of illicit tobacco  
Illicit tobacco is available for purchase by consumers from a variety of suppliers including 
convenience stores, specialist tobacconists and local markets.  

4.1 Characteristics 

4.1.1 Key suppliers 
Respondents advised they purchase illicit tobacco from a variety of points of sale including: 

 Convenience stores 

 Family and friends 

 Independent supermarkets 

 Service stations 

 Tobacconists.  

Figure 9 illustrates the major points of sale for unbranded tobacco products. In recent years, the most 
identified point of sale for unbranded tobacco by respondents has been at specialist tobacconists 
(approximately 50 per cent of those that identified their supply outlet).40  

Figure 9: Identified major supply outlets for unbranded tobacco products (2009-2010) 
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Source: Roy Morgan Research 2009; Roy Morgan Research 2010a 

In addition, approximately 30 per cent of identified unbranded tobacco consumers chose not to 
identify where they purchased their unbranded tobacco. This may include purchases made at local 
markets (see Box 4-1). 

                                                
40 Roy Morgan Research 2010a 
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Box 4-1: Supply of illicit tobacco at local markets 

Illicit tobacco market investigators have indicated that there has been a decline in purchases of illicit tobacco at local 
markets. This could be due to the recent phenomenon of local markets redeveloping to reflect a ‘farmers’ market’ 
style rather than the traditional ‘flea market’ concept. In addition, management at local markets are beginning to 
enforce stricter conditions that include prohibiting stall holders from selling products that violate intellectual property 
laws. 

Source: Consultation with illicit tobacco market investigator, 03/11/2010 

4.1.2 Number of suppliers 
Illicit tobacco consumers are able to source illicit tobacco products from multiple suppliers. Since 
2009, there appears to have been a decrease in consumers sourcing unbranded tobacco from between 
two-five suppliers. In 2010, the majority of adult unbranded tobacco users surveyed were largely split 
between obtaining unbranded tobacco from a single supplier and opting to source it from a variety 
(see Figure 10).  

Figure 10: Number of suppliers for unbranded tobacco consumers 
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Note: The data does not specify the frequency of purchase from a particular supplier  

Source: Roy Morgan Research 2010a  

4.1.3 Origin 
The survey indicates that half of all adult unbranded tobacco consumers surveyed are unaware of the 
origin of the illicit tobacco product purchased. Of the consumers who stated that they were aware of 
the country of origin, approximately 50 per cent believed the illicit tobacco product came from 
Australia. Other international sources for illicit tobacco identified by adult survey respondents 
included China, India and Germany.  

The Australian Customs and Border Protection Service have also identified Indonesia as a potential 
source of illicit tobacco arriving into Australia. During 2009-10, the Australian Customs and Border 
Protection Service engaged with the Indonesian Directorate General of Customs and Excise to discuss 
an information-sharing relationship in response to illicit tobacco trade between the two nations.41  

                                                
41 Australian Customs and Border Protection 2010 
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5 Profile of illicit tobacco 
users  
A large proportion of adult tobacco consumers surveyed are aware of unbranded tobacco. Those that 
have consumed it acknowledge their main reasons for purchase being price and availability. While 
also citing price as being a primary reason for consumption, some consumers of counterfeit and 
contraband tobacco claimed their purchase was made unknowingly. 

5.1 Awareness of illicit tobacco 

In 2010, more than half of adult tobacco consumers surveyed indicated that they are aware of illicit 
tobacco products. Regardless of whether or not illicit tobacco was actually purchased, as can be seen 
below in Figure 11, this translates into an increase of approximately seven per cent from the level of 
awareness identified in 2009. 

In 2010, approximately 45 per cent of adult survey respondents stated that they were aware but had 
not purchased illicit tobacco products. An additional three per cent of adult survey respondents, 
compared to 2009, acknowledged that they were aware and had purchased illicit tobacco products (in 
unbranded tobacco form). Figure 11 illustrates the awareness of illicit tobacco products. 

Figure 11: Awareness of illicit tobacco products 
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Source: Roy Morgan Research 2009; Roy Morgan Research 2010a 

5.2 Unbranded tobacco consumers 

Unbranded tobacco consumers include those survey respondents aged 18 years and over who have 
purchased unbranded tobacco at least once within the last 12 months. Of all adult unbranded tobacco 
consumers surveyed, 75 per cent were male compared to the near even gender split for legal tobacco 
users. In 2010, 42 per cent of adult unbranded tobacco consumers surveyed were older than 45 years 
of age. One-quarter of adult unbranded tobacco consumers surveyed were employed on a full-time 
basis and consumers were widely distributed across low and high income brackets. 
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The majority of adult unbranded tobacco consumers surveyed were located in Melbourne and Sydney.  
Figure 12 provides an indicative geographical spread of unbranded tobacco consumers. 

Figure 12: Geographical spread of unbranded tobacco consumers, 2010 
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Source: Roy Morgan Research 2010a 

5.2.1 Size and cost of purchase of unbranded tobacco 
Unbranded tobacco can be purchased loose in bags, as cigarette sticks in cartons or as cigarette sticks 
in packs. Results from the 2010 RMR Tobacco Usage Study indicated that approximately 50 per cent 
of unbranded tobacco consumers purchased cigarettes in packs. This represents a significant change 
from 2009 whereby 81 per cent of unbranded tobacco consumers purchased unbranded tobacco loose 
in bags. Figure 13 illustrates the format of purchase for unbranded tobacco. 

Figure 13: Format of purchase for unbranded tobacco 
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Source: Roy Morgan Research 2010a 

Consultations with an illicit tobacco market investigator confirmed the shift from unbranded tobacco 
loose in bags to unbranded tobacco purchased as cigarettes in packs (see Box 5-1).42 

                                                
42 Consultation with illicit tobacco market investigator, 03/11/2010 
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Box 5-1: Purchasing format of unbranded tobacco  

A large proportion of unbranded tobacco consumers smoke roll your own (RYO) cigarettes. Tobacco can either be 
rolled by hand or by using a cigarette rolling machine. Cigarette rolling machines fill loose leaf tobacco into rolling 
paper or empty cigarette tubes. In this way, unbranded tobacco can be sold pre-rolled to consumers in cartons and 
packs.  

Source: Consultation with illicit tobacco market investigator, 03/11/2010  

The total cost of unbranded tobacco that a respondent paid for their most recent purchase varied 
depending on the format of purchase. Consultations with an illicit tobacco market investigator have 
confirmed the cost of unbranded tobacco products (see Box 5-2). 

Box 5-2: Cost of unbranded tobacco  

Since 2009, new retail outlets and suppliers appear to have increased their sale prices of unbranded tobacco. As a 
result, this has caused the average price of unbranded tobacco to currently be between $40 and $50 for 250 grams 
of loose tobacco. In contrast, the average price for 250 grams of legal tobacco is approximately $165. 
Source: Consultation with illicit tobacco market investigator, 03/11/2010  

5.2.2 Reasons for purchase of unbranded tobacco 
The 2010 RM Tobacco Usage Study identified the key reasons for the purchasing decisions of 
unbranded tobacco consumers. These include: 

 Awareness: Consumers were aware of and wanted to try unbranded tobacco  

 Price: Unbranded tobacco is typically cheaper than legal tobacco products 

 Ease of purchase: It is not difficult to obtain unbranded tobacco. 

More than 60 per cent of adult unbranded tobacco consumers surveyed identified that the lower price 
was the reason for purchasing unbranded tobacco. Box 5-3 illustrates anecdotal evidence provided by 
surveyed unbranded tobacco consumers. 

Box 5-3: Reasons for purchasing unbranded tobacco 

“It was so much cheaper and easily obtained” – Female, 45–49 years old 

“I was in the area where it was sold and I was trying to save money” – Female, 55–59 years old 

“I heard lots about it...I thought I would give it a try and see what it was like” – Male, 50 – 54 years old  

“It is a healthier option” – Male, 21–24 years old 

Source: Roy Morgan Research 2010a  

5.2.2.1 Perception that unbranded tobacco is healthier 

A study by Bittoun (2004) prepared for the Commonwealth Government Department of Health and 
Ageing, ‘The Medical Consequences of Smoking ‘Chop-Chop Tobacco,’ 43 discusses the potential 
health effects of consuming unbranded tobacco products. The study suggests that smoking unbranded 
tobacco has the potential to induce illnesses such as allergic reactions, chronic bronchitis, 
aspergillosis, alveolitis, pneumonitis, lung cancer and Legionnaire‟s disease.44 Such illnesses are 
suggested to be caused by a number of contaminates, such as twigs, raw cotton and grass clippings, 
often used to bulk up the weight for sales of unbranded tobacco products.45 Bittoun states that “it is 
likely that smokers have had severe medical repercussions from using this [unbranded] type of 
tobacco but are not aware of the implications nor make the link with the type of tobacco smoked”.46  

                                                
43 Buitton 2004 
44 Buitton 2004, p.13 
45 Buitton 2004, p.6 
46 Buitton 2004, p.18 
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These findings by Bittoun are important in the context of the responses by some adult survey 
respondents who indicates that they purchased unbranded tobacco products because they believed it to 
be a healthier option. Given the medical inferences made by Bittoun, the perception that unbranded 
tobacco is relatively healthier than legal tobacco would appear to be a misconception held by 
consumers. 

5.3 Counterfeit and contraband tobacco 

consumers 

5.3.1 Demographic breakdown 
Counterfeit and contraband tobacco consumers are those survey respondents aged 18 years and over 
that have purchased either counterfeit or contraband tobacco at least once within the last 12 months. 

From the 2010 RMR Tobacco Usage Study, the majority of identified consumers were male, older 
than 45 years of age and in full-time employment. 

The majority of respondents identified as counterfeit or contraband tobacco consumers were located in 
Melbourne and Sydney. Figure 14 indicates their geographical spread. 

Figure 14: Geographical spread of counterfeit tobacco consumers, 2010 
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Source: Roy Morgan Research 2010a 

5.3.2 Purchase format  
Counterfeit and contraband tobacco products can be purchased as cigarettes in cartons or in packs. 
Results from the 2010 RMR Tobacco Usage Study indicated that approximately 70 per cent and  
75 per cent of counterfeit tobacco consumers and contraband tobacco consumers respectively made 
purchases in pack formats. Figure 15 illustrates the format of purchase for counterfeit and contraband 
tobacco. 
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Figure 15: Format of purchase for counterfeit and contraband tobacco products, 2010 
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Source: Roy Morgan Research 2010a 

5.3.3 Reasons for purchase 
Survey results highlighted two key reasons as to why respondents identified as counterfeit or 
contraband tobacco consumers made such purchases: 

 Price: Counterfeit and contraband tobacco products were thought to be less costly than legal 
tobacco products  

 Lack of awareness: Consumers did not realise they had purchased counterfeit or contraband 
tobacco until afterwards. It was not until they had commenced smoking the product and/or 
recognised differences in the packaging did they realise it was counterfeit or contraband47 

Box 5-4 illustrates anecdotal evidence provided by counterfeit tobacco consumers. 

Box 5-4: Reasons for purchasing counterfeit tobacco  

“When I purchased counterfeit cigarettes the price was very cheap, about 25-30% less” – Male, 40–54 years old, 
counterfeit consumer 

 “Couldn’t afford to buy the proper ones at the time” – Male, 50-54 years old, contraband consumer 

“It's just something I noticed after I bought it. There were no health warnings on the packaging.” – Female, 45–49 
years old, counterfeit consumer 

 “I did not realise at the time but noticed later on that the taste was completely different” – Male, 50–54 years old, 
contraband consumer 

Source: Roy Morgan Research 2010a 

Consultations with an illicit tobacco market investigator further revealed that tobacco consumers are 
often unaware of purchasing counterfeit tobacco products.48 Counterfeit cigarettes are not a common 
purchase request by tobacco consumers. Incidents of purchases have increased where counterfeit 
cigarettes are sold to consumers who request the least expensive tobacco product available or where 
counterfeit cigarettes are sold instead of the legal tobacco product (see Box 5-5). 

                                                
47 Counterfeit and contraband cigarettes present anomalies in their packaging such as the absence of Australian health warnings 
48 Consultation with illicit tobacco market investigator, 03/11/2010 
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Box 5-5: Uninformed purchase of counterfeit tobacco 

Tobacco consumers who purchase counterfeit cigarettes are largely unaware that they have purchased an illicit 
product. While some incidents involve tobacco consumers specifically requesting counterfeit tobacco in an ‘under-
the-counter’ type of transaction, other consumers are sold counterfeit cigarettes in place of the legal tobacco 
product. For example, a consumer may request a carton of cigarettes from a tobacco retailer but may receive seven 
packs of the legal product and three packs of counterfeit product. Counterfeit tobacco is usually recognised by taste 
or differences in packaging.  

Source: Consultation with illicit tobacco market investigator, 03/11/2010 
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6 Size of the illicit tobacco 
market 
Using a consumption based model approach, an indicative estimate of the size of the illicit tobacco 
market in Australia can be formed based on the 2010 RMR Tobacco Usage Study. 

Estimating the size of the illicit tobacco market is not a straightforward task due to a lack of available 
information and data. The Australian Customs and Border Protection Service collects and records 
information on seizures at Australian ports of smuggled tobacco however this typically underestimates 
the illicit market size because of: 

 A failure to capture unbranded tobacco grown in Australia 

 The Australian Customs and Border Protection Service only searching (and subsequently seizing) 
a proportion of containers that arrive in Australia. 

Since it is subsequently difficult to obtain a picture of the illicit tobacco market from a supply-side 
point of view, Deloitte adopted a consumption model approach based on the purchasing patterns of 
illicit tobacco consumers. This approach captures the purchases and use of all types of illegal tobacco, 
irrespective of its form, type or country of origin. The data inputted into the consumption model was 
drawn from the 2010 RMR Tobacco Usage Study which provides the most statistically robust and 
current measure of the purchasing behaviour of illicit tobacco consumers. 

6.1 Consumption model methodology 
The consumption model approach that Deloitte adopted to estimate the size of the illicit tobacco 
market is consistent with that adopted for the previous estimate of the market in the 2009 Report. 

The consumption model estimates the size of the illicit market based on consumer purchasing 
decisions on unbranded, counterfeit and contraband tobacco products. The model is informed by the 
2010 RMR Tobacco Usage Study combined with publicly available information on the legal tobacco 
market and smoking population. 

Since limited data exists on the overall supply of illicit tobacco, a survey of adult tobacco consumers 
in which respondents acknowledge purchasing illicit tobacco products is an alternative data collection 
approach. As a result, purchases and the consumption of all types of illicit tobacco, irrespective of its 
form, type or country of origin, can subsequently be captured. 

On the following page, Table 6-1 outlines the consumption model, including underlying formulae. 
Key variables in the consumption model are: 

 Frequency of purchase 

 Quantity of purchase. 

The quantity of illicit tobacco consumed in Australia can then be estimated by applying the 
consumption model. This approach captures purchases and use of all types of illicit tobacco, 
irrespective of its form, type, or country of origin. 
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Table 6-1: Consumption model 

 
Consumption model inputs 
(for each illicit tobacco product) 

Quantity of illicit tobacco 
purchased per occasion (g)  
[1] 

[1] taken from Roy Morgan Research 2010, Tobacco Usage Study 2010 

Frequency of illicit tobacco 
purchase per annum  
[2] 

[2] taken from Roy Morgan Research 2010, Tobacco Usage Study 2010 

Quantity of illicit tobacco 
purchased per annum (g)  
[3] 

[3] = [1] x [2] 

Number of illicit tobacco users, 
Australia (‘000)  
[4] 

[4] = [5] x [7] 

Illicit tobacco users as % of 
Australian tobacco users  

[5] 

[5] taken from Roy Morgan Research 2010, Tobacco Usage Study 2010 

Quantity of illicit tobacco 
purchased in Australia (‘000 kg)  
[6] 

[6] = [3] x [4] 

Total adult smoking population 
(‘000)  
[7] 

[7] taken from Australian Bureau of Statistics 2009,  
National Health Survey: Summary of Results 2007-2008 (Reissue) 

The estimated total quantity of illicit tobacco used in Australia (item [8] in Table 6-2) is a sum of: 

 Quantity of unbranded tobacco purchased 

 Quantity of counterfeit tobacco purchased 

 Quantity of contraband tobacco purchased. 

As detailed in Table 6-2, represented as a proportion of the total quantity of legal tobacco used in 
Australia (item [9]), an indication of the size of the illicit tobacco market is then estimated (item [10]). 
Table 6-2: Size of the illicit tobacco market as a proportion of legal tobacco market 

 Inputs 

Total quantity of illicit tobacco used 
in Australia (‘000 kg) 
[8] 

[8] = [6]unbranded + [6]counterfeit + [6]contraband 

Total quantity of legal tobacco used 
in Australia (‘000 kg)  
[9] 

[9] taken from Datamonitor 2009, Tobacco in Australia to 2013, 
(adjusted for quantity of tobacco per cigarette stick) 

Size of the illicit tobacco market (as 
an equivalent proportion of the legal 
tobacco market)  
[10] 

[10] = [8] / [9] x 100% 
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6.2 Consumption model 

Following the methodology outlined in Section 6.1, the following outlines the results from the 
application of a consumption model approach to estimate the illicit tobacco market size. 

Box 6-1 outlines the key assumptions that fed into the consumption model. 

Box 6-1: Key assumptions in the consumption model  

Deloitte adopted the following key assumptions in the consumption model: 

 Amount of tobacco per legal cigarette stick – The assumption regarding the amount of tobacco per legal 
cigarette stick is based on an average of weights provided on a confidential basis to Deloitte by BATA, PML 
and ITA 

 Amount of tobacco per illicit cigarette stick – Given the illicit nature of the market, there is no independently 
available information on the average weight of an illicit stick. The amount of tobacco per illicit cigarette stick 
has been revised to 1.0 gram from the 1.25 grams adopted for the 2009 Report. This revision reflects the 
observed increase in the consumption of unbranded tobacco in stick form and other qualitative market 
information provided during the preparation of this report 

 Total adult smoking population – We assumed that the total adult smoking population in Australia is three 
million persons, based on the most recent publicly available information49 

 Quantity of legal tobacco used in Australia – We assumed the Australian legal tobacco market in quantity 
terms totalled 18,142 million kilograms. This is based on the most recent publicly available information50 and 
our assumption on the number of tobacco grams per legal cigarette stick (taken to be an average of weights 
provided to Deloitte by BATA, PML and ITA) to convert total sticks consumed into a quantity amount in 
kilograms. 

On the following page, Table 6-3 illustrates the results of the consumption model based on the 2010 
RMR Tobacco Usage Study. 

                                                
49 Australian Bureau of Statistics 2009 
50 Datamonitor 2009, p. 2 
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Table 6-3: Consumption model 

 Unbranded Counterfeit Contraband 

Quantity of illicit tobacco 
purchased per occasion (g) 
[1] 

344 258 224 

Frequency of illicit tobacco 
purchase per annum 
[2] 

15 3 4 

Quantity of illicit tobacco 
purchased per annum (g)  
[3] = [1]x[2] 

5,160 774 896 

Number of illicit tobacco users in 
Australia (‘000) 
[4] = [5]x[7] 

471 150 150 

Illicit tobacco users represented 
as % of Australian tobacco users 
[5] 

15.7% 5.0% 5.0% 

Quantity of illicit tobacco used in 
Australia (‘000 kg)  
[6] = [3]x[4] 

2,430 116 134 

Total adult smoking population 
(‘000) 
[7] 

3,000 3,000 3,000 

 

Based on the consumption model approach, the total quantity of illicit tobacco consumed in Australia 
is estimated to be nearly 2.7 million kilograms. Using this estimate, the size of the illicit tobacco 
market is estimated to 15.9 per cent measured as a proportion of the total quantity of legal tobacco 
consumed in Australia (as shown below in Table 6-4).  

Table 6-4: Estimated size of the illicit tobacco market as a proportion of the legal tobacco market 

 Estimates 

Total quantity of illicit tobacco used in Australia 
(‘000 kg)  
[8] 

2,680 

Total quantity of legal tobacco used in Australia 
(‘000 kg)  
[9] 

16,853 

Indicative size of the illicit tobacco market 
(represented as an equivalent proportion of the 
legal tobacco market)  
[10] 

15.9% 

 

Compared to the results from the 2009 Report, the indicative increase in the size of the illicit tobacco 
market is due to an overall increase in the quantity and frequency of illicit tobacco purchases in 
Australia. The results in the consumption model and the increase in quantity purchased since 2009 
appear to have been driven by two factors: 
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 Increase in participation: the 2010 RMR Tobacco Usage Study showed that 15.4 per cent 
acknowledged purchasing unbranded illicit tobacco in 2010, up by 2.4 per cent from 2009 
results51 

 Increase in frequency of purchase: unbranded tobacco was found to be purchased more frequently 
(on average, 15 times per annum) in 2010 compared to 2009 (on average, 11 times  
per annum).52 In addition, a greater proportion of respondents identified having purchased 
unbranded tobacco once a week 

Table 6-5 summarises the indicative estimates of the illicit tobacco market size based on results from 
the consumption model approach and its comparable excise value. 

Table 6-5: Estimated size of the illicit tobacco market 

Approach 

Quantity of illicit 
 tobacco 
(‘000 kg) 

Illicit tobacco users 
(as % of Australian 

tobacco users) 

Equivalent  
excise value 

($m) 

Consumption model 2,680 15.9%  $1,126 

Note: Comparable excise value is calculated as quantity of illicit tobacco in kilograms multiplied by current excise charge as at February 2011 of $420.43 

per kilogram of tobacco. 

 

 

                                                
51 Roy Morgan Research 2009, Roy Morgan Research 2010 
52 Roy Morgan Research 2009, Roy Morgan Research 2010 
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7 Australian border seizures 
Another useful indicator of the incidence of illicit tobacco is the monitoring and seizure activities of 
the Australian Customs and Border Protection Service.  

As previously mentioned in Chapter 6, the Australian Customs and Border Protection Service collects 
and records information on seizures of illicit tobacco at Australian ports. Such information, however, 
typically underestimates the illicit market size because of: 

 A failure to capture unbranded tobacco grown in Australia  

 The Australian Customs and Border Protection Service only searching (and subsequently seizing) 
a proportion of containers that arrive in Australia. 

Nevertheless, information on seizures can provide a useful insight into attempts to smuggle illicit 
tobacco into Australia.  

Table 7-1 highlights the recent seizure activities and the associated foregone excise revenue.  

Table 7-1: Australian border seizures 

Approach 
Quantity of illicit tobacco 

(‘000 kg) 
Quantity of sticks 

(‘000 pieces) 

Excise  
revenue foregone 

($m) 

Seizures 310.7 68,728.0 $153.7 

Note: Comparable excise value is calculated as quantity of illicit tobacco in kilograms multiplied by current excise charge as at February 2011 of $420.43 

per kilogram of tobacco and $0.33633 per stick of tobacco (not exceeding in weight 0.8 grams per stick actual tobacco content) 

Source: Australian Customs and Border Protection Service 2010 

In terms of actual smuggled tobacco seizures, in 2009-10 the Australian Customs and Border 
Protection Service detected more sticks of cigarettes than in the previous year. In turn, there was a 
resulting increase in the quantity of smuggled tobacco seized. In 2009-10, there were 27 detections of 
smuggled tobacco, a 50 per cent increase in detections compared to 2008-09 (see Table 7-2 below).  

Table 7-2: Australian border detections and seizures of smuggled tobacco 

Approach 2008-09 2009-10 % Change 

Number of 
detections  
(loose tobacco) 

18 27 +50% 

Quantity of loose 
tobacco seized  
(‘000 kg) 

175.4 310.7 +77% 

Number of 
detections  
(cigarettes) 

15 14 -7% 

Quantity of 
cigarettes seized  
(‘000 sticks) 

50,177.6 68,728.0 +37% 

Source: Australian Customs and Border Protection Service 2010 



Australian border seizures 

36 
 

An assessment of the amount of smuggled tobacco seized between 2008-09 and 2009-10 indicates that 
there has been an apparent increase in the quantity per detection of illicit tobacco attempted to have 
been smuggled. This increase in quantity is for both loose tobacco and cigarettes seized despite there 
being a fall in detections of cigarettes in 2009-10.  

As outlined earlier, this approach of assessing detections and seizures by the Australian Customs and 
Border Protection Service tends to underestimate the quantity of illicit tobacco in Australia. However, 
the results from this approach do align with the results from the consumption model that the illicit 
tobacco market has increased in size since 2009.  
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8 Conclusion 
8.1 Increase in the level of illicit tobacco trade 

compared to previous studies 

As outlined in Table 8-1, the key finding of this report is that the consumption of illicit tobacco 
products in Australia has increased. The estimated size of the illicit tobacco market (represented as a 
proportion of the legal tobacco market) has increased from 12.3 per cent in 2009 to 15.9 per cent in 
2010. The estimated 2.7 million kilograms of illicit tobacco is equivalent to foregone tobacco excise 
revenue of approximately $1.1 billion.53  

Table 8-1: Headline results 

Market indicator 2007 estimate54 2009 estimate55 2010 estimate 

Amount of illicit tobacco purchased (‘000 kg) 1,827 2,348 2,680 

Size of the illicit tobacco market represented 
as a proportion of the legal tobacco market 

6.4% 12.3% 15.9% 

Equivalent excise value ($m) $450 $624 $1,126 

 

8.2 Changes in surveyed consumer behaviour 

compared to previous studies 

The 2010 RMR Tobacco Usage Study identified key reasons explaining the purchasing decisions of 
unbranded tobacco consumers.56 These include: 

 Awareness: Consumers were aware of and wanted to try unbranded tobacco  

 Price: Unbranded tobacco is typically cheaper than legal tobacco products 

 Ease of purchase: It is not difficult to obtain unbranded tobacco. 

With respect to price, the 2010 RMR Tobacco Usage Study noted that more than 60 per cent of 
respondents self-identified as adult unbranded tobacco consumers acknowledged that the lower price 
was the reason for purchasing unbranded tobacco.  
As outline in Chapter 6, the 2010 RMR Tobacco Usage Study noted key observable changes in 
consumer behaviour included: 

 Increase in participation: 15.4 per cent of survey respondents acknowledged purchasing 
unbranded illicit tobacco in 2010, up by 2.4 per cent from 2009 results57  

 Increase in frequency of purchase: unbranded tobacco was found to be purchased more frequently 
(on average, 15 times per annum) in 2010 compared to 2009 (on average, 11 times  
per annum) 

 Increase in the supply of illicit tobacco products at convenience stores and independent 
supermarkets compared with a decline from local markets, particularly in Melbourne. 58 

                                                
53 Based on current excise rates at February 2011 
54 PricewaterhouseCoopers 2007; Note: this estimate of the 2007 illicit tobacco market size does not include counterfeit or contraband tobacco products. 
55 PricewaterhouseCoopers 2010 
56 Unbranded tobacco consumers constitute 91 per cent of the illicit tobacco market (Source: Roy Morgan Research 2010a) 
57 Roy Morgan Research 2009, Roy Morgan Research 2010a 



Conclusion 

38 
 

These observed increases in the quantity and frequency of purchase of illicit tobacco products have 
been a key factor in the estimated increase in the overall illicit trade.  

8.3 Changes to the regulatory and taxation 

regime  

As noted in Chapter 2, there have been a number of newly implemented and proposed changes to the 
regulatory and taxation regime for tobacco products. The increase in the trade of illicit tobacco has 
occurred concurrently with some material changes to the regulatory and taxation regime including: 

 Excise rate: a 25 per cent increase effective 30 April 2010. This was the first increase in excise 
above CPI indexation in more than ten years 

 Retail display ban (RDB): prohibiting the display of tobacco products at retail outlets in New 
South Wales.  

As outlined in Chapter 2, the RDB will also be fully implemented in all states by 2012. In addition the 
federal government also intends to legislate for the introduction of plain packaging of all tobacco 
products during the course of 2011. 

 

                                                                                                                                     
58 Roy Morgan Research 2009, Roy Morgan Research 2010 
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Appendix 1 
2010 RMR Tobacco Usage Study -  

sample attrition flowchart 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Notes: 
 
1. From the Research Establishment 
Survey, start with all the people who 
said they have smoked factory-made 
or RYO cigarettes. 
 
 
2. From the sample, 33 per cent did 
not need to be contacted because 
quota was full (i.e. there were 
enough smokers from a particular 
age group x gender x capital city). 
 
 
3. Out of the quota qualified sample, 
38 per cent did not answer the 
phone, the phone was engaged, the 
call went to the participant‟s 
answering/fax machine or the call 
did not go through to the number 
provided. 
 
4. 10 per cent of participants refused 
to do the survey after being asked 
whether they would like to 
participate in a survey conducted by 
RMR on behalf of a major consumer 
products company to learn about 
product consumption patterns. 
 
5. 28 per cent of participants 
terminated during the survey 
because they were busy and could 
not complete the survey or they 
dropped out/hung up. 
 
6. 3 per cent of participants made an 
appointment with CATI to call back 
at another or specific time/day.  
 
7. 59% of respondents screened out 
because they are not 18-64 years of 
age living in Sydney, Melbourne, 
Brisbane, Perth or Adelaide who 
smoke manufactured or RYO 
cigarettes at least 5 days a week on 
average. 
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Statement of responsibility 
This report was prepared for British American Tobacco Australia Limited, Philip Morris Limited and 
Imperial Tobacco Australia Limited solely for the purpose of estimating the size of the illicit tobacco 
market, as set out in our agreement with British American Tobacco Australia Limited and Philip 
Morris Limited dated 23 August 2010 and our agreement with Imperial Tobacco Australia Limited 
dated 26 November 2010. 

In preparing this report we have relied on the accuracy and completeness of the information provided 
to us by British American Tobacco Australia Limited, Philip Morris Limited and Imperial Tobacco 
Australia Limited, information collected through market research by Roy Morgan Research 
Proprietary Limited, and from publicly available sources. We have not audited or otherwise verified 
the accuracy or completeness of the information and, to that extent, the information contained in this 
report may not be accurate or reliable. This is normal practice when carrying out an engagement such 
as this, but contrasts with an audit.  

This report does not contain legal advice. For the avoidance of doubt, the team members preparing 
this report are not legal practitioners and do not hold a practising certificate from Victoria or 
interstate.  

No one else, apart from British American Tobacco Australia Limited, Philip Morris Limited and 
Imperial Tobacco Australia Limited are entitled to rely on this Report for any purpose. We do not 
accept or assume any responsibility to anyone in respect of our work or this Report should it be used 
by any party or for any other purpose that has not been expressly agreed in writing by Deloitte. 

Liability limited by a scheme approved under Professional Standards Legislation. 
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Introduction  
The Department of Immigration and Border Protection (the Department), including its operational 
arm, the Australian Border Force (ABF), is responsible for detecting, deterring and disrupting the 
illicit trade of tobacco before the border, at the border and in the post-border environment. The 
Department also manages the flow of legitimate tobacco trade across the Australian border and 
collects customs duty and taxes on imported tobacco products.  

Combatting the importation of illicit tobacco is a key operational priority for the Department, 
particularly given the involvement of serious and organised crime groups. The Department is 
committed to combatting tobacco smuggling in partnership with government, law enforcement and 
international partners. We also work with the tobacco industry, obtaining information from them to 
assist us to target illicit importations.  

We play an important role in whole-of-government activity by leading operational and regulatory 
initiatives to tackle the illicit tobacco trade, managing the tobacco excise equivalent goods regime 
in partnership with the Australian Taxation Office (ATO), and contributing to national health 
outcomes.  

 

Portfolio Submission 
Impact of the illicit tobacco trade 
The illicit trade in tobacco products in Australia significantly affects government, industry, 
healthcare and the economy, as it: 

• causes loss of Commonwealth revenue; 

• acts as a funding source for serious and organised crime;  

• undermines tobacco prevention and control initiatives of the Australian Government by 
increasing the accessibility and affordability of tobacco products, particularly where these do 
not meet plain packaging, graphic image and health warning requirements. 

The Australian Government increased excise rates for tobacco by 12.5 per cent on 
1 December 2013, 1 September 2014 and 1 September 2015 as part of its tobacco control 
strategy, with a further 12.5 per cent increase to occur on 1 September 2016. Excise increases 
may impact on the size of the illicit trade in tobacco; as legitimate tobacco becomes less 
affordable, this could result in an increase in potential profits to be made through the illicit trade. 

The size of the illicit tobacco market in Australia is unknown. Estimates vary considerably; data 
from the National Drug Strategy Household Survey indicates the illicit market comprises 
approximately three per cent of the overall market, while the most recent Illicit Tobacco in 
Australia report (dated 9 October 2015) produced by KPMG LLP and commissioned by the 
tobacco industry indicates the illicit market comprises 14.3 per cent of the overall market.  

The Department has assessed recent and previous KPMG LLP reports commissioned by industry 
into illicit tobacco and considers the findings unreliable due to a number of methodological 
shortcomings. These include unrepresentative sample sizes, restrictive survey measures and 
drawing upon unreliable secondary sources to validate the results.  

The Department is considering alternative models to estimate the size of the illicit tobacco market. 
The Department is also working with the ATO in relation to similar work that it is undertaking.  

Department of Immigration and Border Protection submission to the inquiry into illicit tobacco | 3 

Inquiry into Illicit tobacco
Submission 77



 

The illicit tobacco environment 
The nature of the illicit tobacco environment is a matter for the Department of Health; however, 
the Department’s experience in relation to illicit tobacco may provide context. 

The Department’s investigations suggest that sales of illicit tobacco follow similar distribution and 
sales patterns as duty-paid tobacco, and that illicit tobacco is available from a number of 
traditional tobacconists and tobacco retailers. In our experience, illicit tobacco is usually 
concealed under the counter or in a paper bag, indicating that retailers make a conscious choice 
to purchase and then sell illicit tobacco and that illicit tobacco smokers make a similarly conscious 
choice to purchase illicit tobacco.  

The Department’s experience indicates there are three types of offenders: organised criminal 
groups that use established smuggling mechanisms to trade in a range of illicit commodities; 
commercial enterprises that engage in the import and trade of illicit tobacco; and opportunists who 
smuggle tobacco primarily for personal use. The Department’s experience also indicates that 
there are people engaged in the legitimate tobacco supply chain who facilitate the illicit trade in 
tobacco, such as customs brokerage companies and freight forwarding firms.  

The Department has some evidence to suggest that illicit tobacco is more prevalent in regional 
centres than metropolitan environments. Illicit tobacco also appears to be more prevalent in 
Middle Eastern and South East Asian communities; there are criminal groups that specifically 
cater to these parts of the illicit tobacco market.  

In 2014-15, tobacco and cigarette detections through the sea cargo environment continued to 
account for the majority of tobacco detected by weight. However, the Department is seeing 
increased activity in undeclared small consignments through the passenger, air cargo and 
international mail streams, which indicates a shift in smuggling methodology. Strategies are in 
place and continually assessed to address the shifting smuggling methodologies. 

The Department’s role and approach to illicit tobacco  

Our role 
The Department shares responsibility for illicit tobacco at the Commonwealth level with the ATO, 
which is responsible for illicit tobacco produced and/or manufactured domestically. Other 
Commonwealth stakeholders include the Treasury, the Attorney-General’s Department, the 
Australian Federal Police, the Australian Crime Commission and the Australian Competition and 
Consumer Commission. The Department of Health is the policy lead for tobacco control more 
generally at a Commonwealth level. States and territories regulate tobacco sold at retail outlets in 
their various jurisdictions. 

The Department has established an interdepartmental committee (IDC) to endorse, drive and 
coordinate the delivery of a whole-of-government forward work agenda, which contributes to 
tackling the illicit trade in tobacco. The IDC consults with state and territory authorities as 
necessary.  

Over the past twelve months, the Department has increasingly worked with industry to combat 
illicit  tobacco. In particular, the ABF engages closely with the tobacco industry on operational 
matters; referrals from industry have resulted in a number of significant detections and seizures.  
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Our approach 
The Department applies an intelligence-led model and pursues a holistic view of risk, to enable us 
to identify and respond to threats and opportunities in the illicit tobacco trade before the border, at 
the border and in the post-border environment. We leverage domestic and international law 
enforcement capabilities across the border continuum to detect, deter and disrupt the trade in illicit 
tobacco through coordinated and sustained law enforcement action.  

The Department works with domestic and international partners in law enforcement and policy to 
safeguard and streamline the legitimate tobacco trade, disrupt illicit activity offshore and develop 
global responses to this transnational crime.  

There is a range of options available to the Department when dealing with imported illicit tobacco. 
These include pursuing prosecutions for smuggling offences and imposing administrative 
penalties. The course of action taken is determined by the particular circumstances of the 
individual case. 

Tobacco detected at the border may also be counterfeit. The ABF may seize goods that infringe 
the import provisions under the Copyright Act 1968 and the Trade Marks Act 1995 in certain 
circumstances; however, the ABF is more likely to seize tobacco for revenue evasion.  

The ABF has made only one detection of counterfeit plain packaged tobacco at the border since 
the introduction of plain packaging legislation. The ABF has seen no discernible impact on the 
illicit tobacco trade as a result of the introduction of plain packaging.   

There are a number of domestic controls that apply to tobacco at the point of sale, including plain 
packaging, health warnings and safety requirements, which importers are not required to comply 
with at the border. The Department is considering reform measures to address this inconsistency 
as part of the whole-of-government forward work agenda on illicit tobacco.   

Illicit tobacco operations  
During 2014-15, there were 91 detections of illicit tobacco in the sea cargo environment, 
comprising 150 tonnes of loose-leaf tobacco (including molasses tobacco) and 40 million sticks, 
with a total estimated revenue evasion of $103 million. One of the most significant detections took 
place in June 2015, when Operation Wardite resulted in the ABF intercepting 71 tonnes of loose 
leaf tobacco; 47 tonnes in two containers intercepted in Sydney, and another 24 tonnes seized in 
Indonesia. This operation alone, which demonstrates the ABF’s close working relationship with 
Indonesian authorities, prevented the evasion of over $27 million in revenue. 

In the first six months of 2015-16, there have been 43 detections of illicit tobacco in the sea cargo 
environment, comprising 16 tonnes of loose-leaf tobacco (including molasses tobacco) and 
31 million sticks (equivalent to an additional 24 tonnes of tobacco), with a total estimated revenue 
evasion of $26 million.  

These figures do not include tobacco detected in the air cargo, international mail or traveller 
streams, although there have already been a number of significant seizures in these streams this 
financial year: 

• In July 2015, the ABF seized 1.92 million cigarettes and made two arrests after executing a 
number of warrants on residential properties, storage facilities and a licenced customs 
brokerage across Melbourne’s western and northern suburbs, with the assistance of the 
Australian Federal Police. The cigarettes had been removed from an air freight container 
located in a licenced warehouse, and represented over $1 million in revenue.  
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• In August 2015, the ABF intercepted an air freight consignment of 10 tonnes of tobacco, 
comprising 5.9 million cigarettes, which had been organised by a criminal syndicate in 
Melbourne’s western suburbs. Had it been successful, the importation would have resulted in 
an alleged evasion of $2.7 million in revenue.  

• In October 2015, ABF officers together with biosecurity officers from the 
Department of Agriculture and Water Resources, discovered 46,000 undeclared 
cigarettes in two bags belonging to a traveller on a flight from China. The total 
duty payable on the cigarettes amounted to more than $28,000.  

The Department is developing a better system for the reporting of tobacco detection information to 
report on tobacco statistics in these streams.  

In 2015, the Department established an intelligence unit to provide an improved understanding of 
the illicit tobacco market and the syndicates involved in tobacco smuggling activities. This unit 
develops a wide range of tobacco-specific intelligence products, which provide a focused and 
informed view of the environment, and the scope and the extent of the illicit tobacco threat. These 
products support and contribute to operational activities, identifying opportunities to intervene in 
the illicit trade of tobacco through Departmental operations as well as in joint responses with our 
law enforcement partners.  

The ABF also established the Tobacco Strike Team in October 2015 to target serious organised 
crime syndicates and other commercial enterprises that are exploiting the border to make 
significant profits from illicit goods including tobacco.  

The Tobacco Strike Team aims to: 

• Gather and use intelligence from a range of sources to identify and investigate major targets; 
• Coordinate national efforts in the disruption and investigation of illicit tobacco, including with 

partner domestic law enforcement agencies; 
• Work with global law enforcement partners, including in key overseas countries where illicit 

tobacco is manufactured or through which illicit tobacco travels on its way to Australia, to 
prevent the flow of illicit tobacco; and 

• Seize the proceeds of trade in illicit tobacco.  

Existing waterfront taskforces have also been involved in the disruption of organised crime groups 
engaged in the illicit tobacco trade.  In September 2015, a Polaris Joint Waterfront Taskforce 
operation resulted in the arrest of 18 people involved in an alleged large-scale illicit tobacco 
importation using corrupt industry officials involved in customs brokerage, freight forwarding and 
the Sydney waterfront. Members of the criminal syndicate responsible for the importation were 
also involved in the supply of commercial quantities of cocaine.  

A tobacco detector dog capability was trialled in Melbourne during early 2015. The trial produced 
a number of positive outcomes supporting the ongoing viability of this capability into the future. 
Additional tobacco detector dog capabilities will be established in early 2016 as a result of the 
successful trial. 

Illicit tobacco reform  
The Department’s ability to investigate and prosecute illicit tobacco offences is restricted by a 
number of issues with existing legislation.  

One issue relates to the range of law enforcement powers that can be used by the ABF, which 
differs from those available to other law enforcement agencies. There have been a number of 
very successful joint operations that have relied on the ABF’s powers as well as those of its 
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partner agencies. It is not, however, always possible for these agencies to provide their 
assistance; the application of partner agency resources to tobacco smuggling can often be 
overtaken by higher priorities, particularly if a case has no nexus between tobacco and serious 
and organised crime.  

There are also inconsistencies between border regulations and domestic requirements, as noted 
above; tobacco must comply with requirements including plain packaging, health warnings and 
safety requirements at point of sale but not at the border.  

In the post-border environment, there are issues resulting from the existence of two separate 
legislative schemes for illicit tobacco, under the Customs Act 1901 and the Excise Act 1901. Illicit 
tobacco offences can only be successfully prosecuted if the illicit tobacco can be proved to be 
either imported or produced domestically; this is simple at the border, but can be difficult in the 
post-border environment. There are also inconsistencies between the two legislative schemes.  

The Department is developing a number of reform activities to address these issues. Many of 
these reform activities will be progressed through the Department-led, whole-of-government IDC. 
The Department has also established an Illicit Tobacco Industry Advisory Group to work with 
industry more broadly on combatting illicit tobacco. 
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1. The ATO welcomes the opportunity to contribute to this inquiry by the Parliamentary Joint 
Committee on Law Enforcement (PJCLE) into illicit tobacco. Before addressing the inquiry’s terms 
of reference, we would like to assist the committee by providing a brief outline of the taxation of 
tobacco and its interaction with the customs regime. 

2. The Commissioner of Taxation has the general administration of the Excise Act 1901 and the 
Excise Tariff Act 1921. The Excise Tariff Act 1921 imposes excise on relevant goods 
manufactured or produced in Australia and the Excise Act 1901 deals with administrative 
arrangements applying to the excise system. The tobacco industry has undergone a significant 
restructure in the past 10 years.  Licensed tobacco companies no longer grow or manufacture 
tobacco in Australia and therefore all legal tobacco products sold domestically are now imported. 
 

3. Imported tobacco products are not subject to control under the Excise Act 1901 unless they are 
used in the manufacture of excisable goods. Customs duty, under the Customs Act 1901 and 
Customs Tariff Act 1995, is applied to imported tobacco products at rates equivalent to the excise 
duty applied to locally manufactured tobacco products. The Department of Immigration and Border 
Protection (DIBP) is responsible for administration of the Customs Act 1901 and Customs Tariff 
Act 1995.  
 

4. The Final Budget Outcome official figures1 capture the size of the legal Australian tobacco market, 
with revenue obtained from customs and excise duties outlined below. 

 
2013-14 $8,498 Million 
2014-15 $8,848 Million 
2015-16 $9,150 Million (estimated revenue from Mid-Year Economic and Fiscal Outlook) 

 
5. In addition to administering the collection of excise on tobacco products (alongside GST and 

income taxes), the ATO helps to ensure community confidence in the regulation of the legal 
tobacco industry by monitoring compliance with the licensing, storage, and movement of  tobacco 
products. 

Illicit tobacco 
6. The DIBP is responsible for preventing illicit tobacco from being imported into Australia.  

 
7. The ATO is responsible for detecting, investigating and prosecuting illicit domestically grown or 

manufactured tobacco products. As no commercial production licences have been issued since 
2006, it has been illegal to grow tobacco in Australia since that time.  

 
8. Based on the low levels of domestic illicit tobacco seizures since 2006 the ATO considers that the 

overall domestic production of illicit tobacco products to be small. Further, based on reported 
cross-border seizures of illicit tobacco, the ATO considers that illegal importations are the major 
source for illicit tobacco products entering domestic retail markets. 

 
 
 

1 www.budget.gov.au  
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Year ATO seizures2 DIBP seizures3 

2007-08 9.9 Tonnes 287 Tonnes 

2008-09 0 Tonnes 180 Tonnes 

2009-10 5.7 Tonnes 311 Tonnes 

2010-11 31.1 Tonnes 258 Tonnes 

2011-12 26 Tonnes 177 Tonnes 

2012-13 0 Tonnes 183 Tonnes 

2013-14 35 Tonnes 183 Tonnes 

2014-15 16 Tonnes4 150 Tonnes 

 

(a) the nature, prevalence and culture of illicit tobacco use in Australia, 
including in indigenous, regional and non-English speaking communities; 

 
9. The ATO’s intelligence focus is on the growing and movement of domestically grown illicit 

tobacco. The ATO identifies illicit crops by using formal networks and community tip-off 
information and disseminations of intelligence from law enforcement agencies. 
 

10. Low numbers of seizures of domestically grown or manufactured tobacco and intelligence 
indicates that domestic illicit tobacco currently presents a small revenue risk. However this risk 
may grow over time if border controls become more effective. The number of illicit tobacco 
seizures made by the ATO and estimated excise avoided is outlined below: 

 
 
 

Year Seizures Estimated excise avoided  

2011-12 1 $11.3 Million 

2012-13 0 $0 

2013-14 2 $13.4 Million 

2014-15 2 $8 Million 

 

2 Gross weight – may include wet and dry tobacco products 
3 Australian Customs and Department of Immigration and Border Protection –  relevant published Annual Reports 2006-2015 
4 Two crops were seized but were ploughed in – estimated weight 16 tonnes. 
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(b) the role of Commonwealth law enforcement agencies in responding to the 
importation, use, manufacture, distribution and domestic growth of illicit 
tobacco; 

 
11. For the limited amount of domestic cultivation and manufacture of illicit tobacco products detected 

by the ATO, we investigate and prosecute where possible.  As part of this process we have seen 
an increasing degree of sophistication employed by the organised criminal groups who undertake 
this activity.  For this reason there are often evidentiary difficulties in obtaining successful 
prosecution outcomes. 
 

12. Having regard to the comparatively small scale of the cultivation or manufacture, the availability of 
evidence and the amount of resources required to achieve a successful prosecution, we may 
decide to seize and destroy the tobacco thereby disrupting criminal activity as an alternative to 
proceeding with an investigation.  

13. Illicit tobacco seizures in the past year include: 
 
• March 2015: An excise search warrant was executed on a property at Merrigum/Kyabrum 

in regional Victoria. An illicit tobacco crop was found and subsequently seized and 
destroyed. The crop had an estimated excise value of $4 million. 
 

• May 2015: An excise search warrant was executed on a property in Undera, near 
Shepparton, regional Victoria. An illicit tobacco crop was found and subsequently seized 
and destroyed. The crop had an estimated excise value of $4 million. 

 
14. In addition to tobacco seizures the ATO has successfully achieved a number of illicit tobacco 

related convictions. These include:  
 
• 2014: A man from western Sydney was convicted under the Excise Act 1901 for 

possessing 2,000 kilograms of freshly cut tobacco leaf (equivalent to 250 kilograms of 
dried tobacco to which excise may be applied). He was sentenced to 9 months jail, fully 
suspended. 

 
• 2015: A man from western Sydney was convicted of two offences under the Excise Act 

1901 for growing 27,000 kilograms of tobacco (equivalent to 3,125 kilograms of dried 
tobacco to which excise may be applied).  He was sentenced to 18 months jail, and 
released after serving 6 months. 

 
• 2015: A man from Moorabool (near Geelong in Victoria) was convicted of two offences for 

possessing 35,000 kilograms of tobacco leaf (equivalent to 4,361 kilograms of dried 
tobacco to which excise may be applied). He was sentenced to 1 year in jail, and released 
after serving 6 months.   

(c) the loss of revenue to the Commonwealth arising from the consumption of 
illicit tobacco products; 
15. We do not currently have an estimate of the loss of revenue arising from the consumption of illicit 

tobacco products.  As part of the ATO’s work on measuring tax gaps, a joint project with DIBP will 
produce a cross-agency estimate of the tobacco excise and customs duty gap. This estimate will 
be published in the ATO publication ‘Measuring tax gaps in Australia’ once it has been developed.  
 

16. The ATO has recently partnered with an Australian university to undertake wastewater analysis of 
nicotine metabolites present in sewerage, in order to construct an estimate of the community’s 
tobacco consumption in an objective manner. This data will then be analysed against the quantity 
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of tobacco legally sold to provide an indication of the size of the illicit tobacco market.  At present 
this research is in its developmental phase, but if successful will likely inform the ongoing 
development of our illicit tobacco treatment strategy and provide greater opportunities for targeted 
cross agency collaboration. 

(d) the involvement of organised crime, including international organised 
crime, in the importation, distribution and use of illicit tobacco in Australia; 
17. Since commercial production licences for tobacco were withdrawn in 2006, organised criminal 

groups have continued to be involved in the production, manufacture and sale of illicit tobacco, 
however seizures and intelligence point to this being comparatively small scale. The ATO 
continues to see small farm plots still being used to grow illicit tobacco (primarily in Victoria) as 
well as the emergence of use of green houses in non-traditional tobacco growing areas.    

 
18. In 2015, new suspects in domestic tobacco cultivation were identified indicating new players are 

emerging in the domestic illicit tobacco trade. 
 

 
19. The ATO continues to work with DIBP, AFP and state law enforcement agencies to treat identified 

organised crime syndicates as part of the whole of government response. We do this by 
conducting criminal investigations, seizing tobacco products, sharing intelligence, raising tax 
assessments and supporting the Criminal Asset Confiscation Taskforce. 

 (e) the effectiveness of relevant Commonwealth legislation; 

Proof of origin 
20. Under the current legislation, successful convictions relating to the production or manufacture of 

illicit tobacco are difficult to obtain. This is because the place of origin of the illicit tobacco in 
question is required to be established in order to determine whether the offenders should be 
prosecuted for evasion of excise or customs duty.  

Customs and excise penalties 
21. Under the Customs Act 1901, offences for smuggling tobacco products with the intention of 

avoiding paying revenue were increased in 2012, and now include up to 10 years jail or financial 
penalties up to five times the evaded duty. By contrast, under the Excise Act 1901 the penalties 
for offences relating to unlicensed domestic cultivation, manufacturing and selling of illicit tobacco 
have been in place since the year 20005 and attract a maximum penalty of up to 2 years 
imprisonment or a fine which is the greater of either $90,000 or five times the excise evaded.  
 

 (f) other related issues 
22. Australia is a Party to the World Health Organisation (WHO) Framework Convention on Tobacco 

Control (WHO FCTC), the first treaty negotiated under the auspices of the WHO. A Protocol to 
Eliminate Illicit Trade in Tobacco Products (ITP) has been developed pursuant to the WHO FCTC, 
and if signed by Australia, would impose additional requirements to be added into Australia’s 
regulatory framework. Some preliminary work has commenced to explore such additional 
requirements, for example a ‘track and trace’ technology used to identify and authenticate legal 

5 Excise Amendment (Compliance Improvement) Act 2000 
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tobacco and track it through the supply chain from production to the point of sale. Given the 
preliminary nature of this work it is not detailed in this submission but further information can be 
provided to the PJCLE if requested.  
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SECRETARY

The Hon Peter Dutton MP 
Minister for Immigration and Border Protection 
Parliament House 
Canberra ACT 2600

Dear Minister 

I am pleased to present the Australian Customs and Border Protection Service (ACBPS)  
Annual Report 2014–15.

On 1 July 2015 the Customs and Other Legislation Amendment (Australian Border Force)  
Act 2015 abolished the ACBPS and the statutory office of the Chief Executive Officer  
of Customs. 

On 10 June 2015 the Department of Finance agreed to nominate the Secretary of the 
Department of Immigration and Border Protection (DIBP) to be accountable for preparing  
the ACBPS Annual Report 2014–15 since the ACBPS functions have been transferred 
to DIBP. The nomination was pursuant to paragraph 102(1)(h) of the Public Governance, 
Performance and Accountability Act 2013 and Subsection 17A(3) of the Public  
Governance, Performance and Accountability Rule 2014.

I certify that ACBPS has prepared fraud and corruption risk assessments and a fraud  
control and anti-corruption plan that comply with the requirements of Section 10 of the  
Public Governance, Performance and Accountability Rule 2014. We have robust fraud 
prevention, detection, investigation, reporting and data collection procedures and  
processes in place that align with the principles outlined in the Australian National Audit  
Office Better Practice Guide on Fraud Control in Australian Government Entities, 2011. 

All reasonable measures to minimise the incidence of fraud within ACBPS and to investigate 
and recover the proceeds of fraud against the agency have been taken.

Yours sincerely

Michael Pezzullo

21 September 2015

6 Chan Street Belconnen ACT 2617

PO Box 25 BELCONNEN ACT 2616 • Telephone: 02 6264 1111 • Fax: 02 6225 6970 • www.border.gov.au
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The Australian Customs and Border Protection Service’s Annual Report 2014–15 has  
been prepared in accordance with the Department of the Prime Minister and Cabinet’s 
Requirements for Annual Reports for Departments, Executive Agencies and Other Non-corporate 
Commonwealth Entities issued on 25 June 2015. 

This year’s annual report has been prepared to inform the Australian Parliament about the 
Service’s performance in relation to its services in 2014–15. The report is divided into seven parts:

PART 1: INTRODUCTION
Summarises issues and trends in the reporting period, particularly those that had  
an impact on achieving our goals. 

PART 2: OVERVIEW
Details our vision, mission, role and functions, agency structure and performance reporting 
framework, including our priorities for the reporting year and a feature article From Federation  
to the Australian Border Force.

PART 3: REPORT ON PERFORMANCE
Reports on our effectiveness in achieving programme objectives during the year, including our 
performance against the deliverables and key performance indicators set out in the Portfolio 
Budget Statements and Portfolio Additional Estimates Statements 2014–15. Part 3 also outlines 
how effectively we managed our support functions and their contributions to achieving outcomes 
in the reporting period.

Reader’s guide
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PART 4: MANAGEMENT AND ACCOUNTABILITY
Provides information on external scrutiny, client service standards, asset management,  
consultants and contractors, and other administrative activities. 

PART 5: FINANCIAL STATEMENTS
Contains audited financial statements for the year ending 30 June 2015. 

PART 6: APPENDICES
Provides information on specific aspects of our operations, including our resource statement, 
environmental sustainability, advertising and market research, purchaser–provider arrangements 
and an overview of our legislative powers.

PART 7: REFERENCE MATERIAL
Lists tables and figures, abbreviations and acronyms, an alphabetical index and where  
to find information specified in the Requirements for Annual Reports for Departments,  
Executive Agencies and Non-corporate Commonwealth Entities. 
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We cleared

We surveilled

we deployed

We collected

DETECTOR  
DOG TEAMS 

IN REVENUE

SQUARE  
NAUTICAL  
MILES

44

$301.1 M

3 
million

AIR PASSENGERS649,736 arriving in or departing from Australia  
on more than 3,679 flights

SEA CREW24,251 arriving at or departing from  
Australian sea ports

PLEASURE CRAFT25 arriving or departing Australia  
during pleasure craft season

IMPORT AND 
EXPORT ENTRIES99,743

646,644 imported air cargo 
consignments reported and 57,230 
imported sea cargo reports

across our airports, sea ports  
and postal gateways which made  
1,680 detections

on behalf of the Australian Government

SHIPS687
arriving and departing Australian  
ports and assessed and intervened  
with approximately 108 vessels

of the Australian Maritime Jurisdiction in 
conjunction with the Australian Defence 
Force to combat threats to Australia’s 
sovereignty, the marine environment 
and offshore resources, and to secure 
maritime trade and commerce

each week on average…
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We patrolled

we inspected

We detected or seized

AUSTRALIA’S 
COASTLINE AND SEA

REMOTE COASTAL 
AREAS

PROHIBITED ITEMS

AIRSIDE LOCATIONS

SEAPORTS, WHARVES 
AND WATERFRONT

including the Southern Ocean and northern waters,  
to respond to, mitigate or eliminate risks posed by  
civil maritime security threats, including illegal maritime 
arrivals and illegal exploitation of natural resources

for information-collection, reconnaissance and 
observation tasks in isolated coastal areas, including 
beaches, banks, harbours, marinas, boat ramps, 
coastline, rivers and bays for an average of 174 hours

including weapons, replica firearms, dangerous goods, 
protected wildlife, illegal pornography, material involving 
breaches of copyright and tobacco

by Counter Terrorism Unit teams for an average  
of 177 hours to identify and detect border breaches

establishing and maintaining robust waterfront and cargo 
security to detect, deter and disrupt the movement of 
illegal people and goods across the border—achieved 
through information-gathering, observation, interception, 
questioning and search activities. The waterfront was 
patrolled for an average of 532 hours, while inshore 
waters were patrolled for an average of 142 hours

TEUs

AIR CARGO

MAIL ITEMS

DRUG IMPORTS

1,948

38,825

1.067 M

632

Twenty-foot Equivalent Units  
in sea cargo

consignments

including letters, Express Mail Service, 
parcels and packets

including performance and  
image-enhancing drugs
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Chief Executive Officer’s Review

Figure 1: Chief Executive Officer, Roman Quaedvlieg

INTRODUCTION
The 2014–15 year continued to be one of significant change for the Australian Customs  
and Border Protection Service (ACBPS, the Service). A major step towards the integration  
of ACBPS and the Department of Immigration and Border Protection (DIBP, the Department) 
occurred on 2 March 2015, when both entities began operating under an integrated structure. 

The fully integrated Department became effective from 1 July 2015. It incorporates the functions and 
capabilities of the ACBPS and the Department. The single mission of the combined Portfolio will be 
to: protect Australia’s border and manage the movement of people and goods across it. 

The mission will be accomplished by the Portfolio providing a trusted secure gateway between 
Australia and the world that facilitates trade, travel and migration while protecting our border. 

Going forward, our focus will be on the border as a strategic national asset, a complex  
continuum that encompasses the physical border as well as our overseas operations,  
and our activities in Australian water and airspace. 

Through integration, the one Department will work with its people, the community, industry and 
domestic and international partners to implement the Government’s vision for a secure border. 

Key to this vision is the role of the newly created Australian Border Force (ABF) which was 
stood up on 1 July. Although outside of this reporting period, it is a culmination of intense effort 
and focus that characterised integration work across the Portfolio during much of the 2014–15 
financial year. A border agency with statutory responsibilities, the ABF will be primarily responsible 
for achieving the integrated Department’s mission. Its officers will include people protecting our 
borders at our air and sea ports, and those involved in detection, investigations, compliance  
and enforcement in relation to illicit goods and illegal visitors.
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1The ABF and the operational opportunities provided by having one integrated Department 
focussing on border protection will shape our nation into the future. It will provide greater ability  
to respond proactively to challenges across the border continuum in a changing global 
environment. This includes the management of immigration detention facilities and the  
removal of unlawful non-citizens who do not have a right to remain in Australia. 

The ABF role also includes significant effort in the maritime area to identify and respond to  
illegal arrivals, and to conduct surveillance of our Exclusive Economic Zone (EEZ) for illegal  
fishing and other maritime threats. 

The priorities specific to the ACBPS over the past year included the Government’s announcement 
of $154 million in additional funding to boost our counter terrorism capacity to protect the 
community. This additional funding has helped us to identify and stop Australians who seek to 
travel overseas to participate in terrorist activities. It has also helped authorities manage those 
seeking to return to Australia from foreign conflicts. 

New Counter Terrorism Units (CTUs) were established at our international airports in August 2014. 
Complementing these units has been the introduction of innovative technologies, including:

• the deployment of next-generation automated departure SmartGates at each  
of Australia’s eight major international airports from mid-2015 

• the expansion of our very successful SmartGate programme, which has proven  
extremely popular with arriving travellers 

• the expansion of Advanced Passenger Processing (APP) to departing passengers. 

These systems will greatly improve our ability to verify identity prior to and on departure.  
APP, in particular, will free up our officers to focus on higher-risk travellers, intelligence  
gathering, enforcement and targeting activity. 

Adding to our efficiency is the new and improved website that gives traders and travellers  
more direct access to relevant, easy-to-understand information. Whether it is an individual,  
a business or trade professional importing or exporting goods, a user can navigate according  
to whether they are travelling or conducting personal transactions to and from Australia. 

OVERVIEW OF PERFORMANCE
The 2014–15 year was characterised by continued pressure on facilitation and intervention  
at the border due to Australia’s increasing integration with the global economy, the growth  
and diversification of organised criminal groups, and the increasing volume and complexity  
of travel and trade. 

VOLUME OF CARGO
Global behaviours in trade and travel remain characterised by an increasing range of goods, 
biosecurity hazards and economic risks, presenting a number of threats and challenges to 
the facilitation of goods across our border. The growing complexity in the air and sea cargo 
environment is compounded by the significant upturn in cargo volume over the four years since 
2010–11, with incoming air cargo increasing by 140 per cent, from approximately 14.0 million to 
33.6 million consignments, and the number of imported sea cargo reports growing by 20 per cent 
from approximately 2.5 million to 3.0 million. 
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The Service is dedicated to tackling crime within the cargo environment, even though we  
are faced with continued growth in the volume of items being carried. We continue to adopt  
a risk-based, intelligence-led approach to ensure the efficient screening of all identified high-risk 
cargo while at the same time facilitating the seamless movement of legitimate cargo.

PEOPLE MOVEMENT
The number of international air and sea passengers has increased by more than 23 per cent in the 
past four years, from 28.4 million in 2010–11 to approximately 35.0 million in the 2014–15 financial 
year. The Service has continued to take advantage of technology at the border by introducing 
web and mobile applications for the Tourist Refund Scheme (TRS), as well as expanding APP to 
departing passengers. SmartGate also benefited from the implementation of multilingual capability 
in late 2014 as well as being extended to people holding Singaporean passports. Trials in additional 
countries are under way. In 2014–15, approximately 38 per cent of all travellers who arrived in 
Australia were cleared by automated systems. 

DRUGS
High demand and the profitability of the Australian domestic illicit drug market—relative to drug 
markets in the Asia-Pacific region—continues to drive domestic and transnational organised crime 
groups (OCGs) and the proliferation of online encrypted marketplaces (‘darknets’). The Service’s 
performance during the period under review led to 32,880 drug detections, of which 14,899 were 
of major illicit drugs and precursors with a total weight of approximately 7,309 kg. 

This marks a record for the quantity of major illicit drugs and precursors detected—two more 
tonnes than in the previous financial year and higher than the results for any of the past five 
years. This increase is attributed to a marked increase in the amount of MDMA (ecstasy) and 
amphetamine-type stimulants (ATS) detected, particularly crystallised methamphetamine (ice). 
These substances continue to be the illicit drugs most often detected at the Australian border, 
indicating their popularity among Australia’s illicit drug consumers. To ensure that the campaign 
against ice is fought in a targeted and effective way, the Prime Minister announced  
the establishment of the National Ice Task Force on 8 April 2015.  

The Service continued to work collaboratively with domestic and international law enforcement 
agencies to disrupt OCGs involved in importing illicit drugs. A leading example of this partnership 
was the multi-agency operation that led to the second-largest drug seizure in Australian 
history—2.8 tonnes of MDMA and crystal methamphetamine with a potential street value  
of $1.5 billion.

FIREARMS
Identifying and analysing the illicit firearm trafficking networks targeting the Australian border  
is a high priority for the Service.

On 23 February 2015 the Prime Minister accepted all the recommendations made by the 
Martin Place Siege Joint Commonwealth – New South Wales review. The Portfolio is working 
with Commonwealth, state and territory law enforcement agencies to implement these 
recommendations, as they relate to our business.

A number of initiatives were implemented in 2014–15 to enhance Australia’s ability to detect 
firearms and firearm parts in cargo and international mail. They include the introduction of X-ray 
image analysis testing and an extension of the image libraries of firearms and firearm parts that are 
available to analysts. We also undertook comprehensive testing and training through organisations 
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1such as the United States Bureau of Alcohol, Tobacco, Firearms and Explosives. These initiatives 
enhanced the ability of the Service’s officers to identify firearm markings, parts and components, 
and the methods that organised crime can use to conceal illicit importation of firearms.

During 2014–15 a total of 1,775 undeclared firearms, firearm parts, accessories and magazines 
were detected at the border.

TOBACCO
The Service targets illicit tobacco importation as a key operational priority due to its  
negative impact on Government revenue, and the involvement of serious and organised crime 
groups in its trade.

Tobacco and cigarette detections through the sea cargo environment have continued to  
account for the majority of tobacco detected by weight. However, we are now seeing increased 
activity in undeclared small consignments through the passenger, air cargo and mail streams, 
which indicates a shift in smuggling methodology. Strategies are in place and continually  
assessed to address the shifting smuggling methodologies.

During the 2014–15 financial year, there were 91 detections of illicit tobacco in the sea cargo 
environment, comprising 150 tonnes of loose leaf tobacco (including molasses tobacco) and  
40 million tobacco sticks, with a total estimated revenue evasion of $103 million.

SIGNIFICANT ISSUES AND DEVELOPMENTS
In 2014–15 the Service introduced a range of initiatives to address significant threats to  
border protection and national security. We met the emerging challenges at the border by:

• establishing a Strategic Border Command (SBC) to institute formal command and control  
of the border and improve the supporting capability to ensure systematic, informed and 
deliberate deployment of effort against risk

• establishing the National Border Targeting Centre (NBTC) to enable participating agencies to  
use shared systems and information in ways that provide a nationally coordinated approach  
to managing the risk posed by travellers and goods, and that improve operational responses.

Another major border protection initiative was the creation of the Investigations Division,  
which comprises:

• National Security Branch

• Organised Crime Branch

• Immigration and Customs Enforcement Branch

• Support and Technical Branch.

Through its four branches, the Investigations Division provides the Portfolio with a specialist 
investigation and enforcement capability that is deployed against individuals, organisations or 
networks that seek to harm the Australian community or economy through threats, crime and 
abuse of border law and systems. 

In creating the ABF, the Service obtained from the Department of Infrastructure an exemption from 
airport security screening for some specialist officers. These officers will also be permitted to carry 
Personal Defensive Equipment, including firearms, while on duty at an airport. The purpose is to 
strengthen our ability to identify and address emerging threats to our border security.
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Another initiative includes the delivery by the Australian shipbuilder Austal Limited of the sixth of 
eight Cape Class offshore patrol boats. The vessels will undertake surveillance response activities 
within Australia’s Exclusive Economic Zone. They play a significant role in border security by 
maintaining a presence around Australia’s coastline and responding to reported or suspected 
border incidents and illegal activity. 

The ACBPS made a strong contribution to our national security during the year under review.  
Operation Sovereign Borders (OSB) is the whole-of-government effort to counter maritime people 
smuggling that takes place within a complex web of legal, diplomatic, security and humanitarian 
dimensions. 

ACBPS has also worked with source countries and partners in our region to apply a wide range  
of complementary measures that:

• deter, disrupt and prosecute smugglers

• improve border control measures

• inform potential illegal immigrants of both Australian policies and the dangers  
to which they expose themselves by doing business with people smugglers. 

Our national security role was expanded through our establishment of CTUs at Australia’s  
eight major international airports to combat the threat of home-grown terrorism. These units 
undertook approximately 135,000 traveller assessments which have resulted in more than  
10,500 examinations. They also found evidence of movements or attempted movements of large 
sums of cash, as well as images and material of an extremist nature. Some cases have led to 
infringement notices being imposed, while others are the subject of ongoing investigations. 

It is evident that the Service’s expertise in border protection and national security will provide  
the integrated Department with a strong foundation on which to build these important initiatives. 

FINANCIAL PERFORMANCE
In 2014–15 the Service incurred a gross operating loss of $29.7 million. While this result complies 
with Australian Accounting Standards and the Commonwealth reporting framework it does 
not reflect the underlying result of the ordinary operations of the Service for the financial year. 
When unfunded depreciation and amortisation expenses ($120.6 million) and changes in asset 
revaluations ($6.9 million) are excluded the Service’s financial result is an operating surplus of 
$84.0 million. This result includes gains resulting from the receipt of the ADV Ocean Shield from 
the Department of Defence recognised at $98.9 million. If the gain associated with the ADV  
Ocean Shield is excluded the underlying result would be an operating loss of $14.9 million,  
which is a more conventional measure of the Service’s operating result.

The operating loss has been impacted by the continuation of a tight fiscal environment, the high 
operational tempo in our enforcement and maritime activities to address the traffic of illegal entrants, 
and costs associated with preparing the Service for integration with DIBP from 1 July 2015.

Limiting the operational loss to the level identified above reflects the high level of scrutiny the 
Service applies to its financial management.
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1LOOKING TO THE FUTURE
As the new Department, through the ABF, will deliver an important law-enforcement and national 
security capability, a new college is being developed to ensure that our people have  
the necessary skills to operate an integrated border agency. All departmental staff will attend  
the ABF College during their career for induction, supervisory and leadership training. 

The knowledge and training the college provides will bring the integrated Department into line  
with its international and national law enforcement partners with which officers will collaborate  
on border protection operations to achieve the best possible outcomes for Australians. 

It is expected that the college will facilitate a new response to national security. ABF officers will  
be trained and equipped to perform a range of tasks across air, land and sea domains, and to 
deliver on border protection, law enforcement and national security priorities in both domestic  
and international settings. 

We will support our technical and policy experts to build innovation, strategic insight, policy and 
programme design, and our intelligence staff to formulate evidence-based policy and intelligence 
products. These will include the incorporation and advancement of integrity and identity 
capabilities such as biometrics, document examination and identity. Additionally, our client services 
staff will be trained to ensure a high standard of integrity in assessing visas, citizenship, customs 
and trade applications. 

These new capabilities will lay the foundation for the integrated Department in the years ahead. 
They will operationalise our mission through our effective management of Australia’s immigration, 
humanitarian, citizenship, trade and customs, revenue collection, national security and border 
protection programmes. 

CONCLUSION
This has been a challenging year for the Service—but we have risen to meet that challenge.  
With the hard work and professionalism of our dedicated staff in Australia and overseas,  
I am confident we are well positioned to meet the challenges of the year ahead.
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One Department 

Globalisation is changing the way immigration, trade, citizenship, maritime security, revenue, travel and 
humanitarian policies need to be managed across the border continuum. 

On 9 May 2014 the then Minister for Immigration and Border Protection, the Hon Scott Morrison MP, 
announced significant changes to the way that Australia’s border will be protected and managed to 
enhance national security and the economy. 

Australia is a free, prosperous and harmonious society—however, it is also these aspects of our society 
that terrorists and violent extremists seek to harm. The threat to Australia from these groups is real and 
growing. 

Geopolitical events ranging from civil instability and armed conflict to global health crises can similarly 
create both direct and indirect security challenges for Australia.

A renewed focus on national security and immigration that continues to enable the seamless legitimate 
movement of people and goods is essential to ensuring that Australia remains a prosperous society.  
To meet these challenges, from 1 July 2015 ACBPS and DIBP integrated to become the Department  
of Immigration and Border Protection. 

For the first time traditional immigration and customs policies—including refugee and humanitarian 
programmes, immigration and citizenship, trade and customs, offshore maritime security and revenue 
collection—were brought together into a single policy space. 

The ABF was formally established on 1 July 2015 as the front line operational enforcement entity within 
the integrated Department, focusing on investigations, compliance and detention operations offshore 
and onshore, across air and sea ports, land and maritime domains.

The Secretary, Michael Pezzullo, is responsible for all Departmental functions and the Australian Border 
Force (ABF) Commissioner, Roman Quaedvlieg, is responsible for the ABF and its operational activities.

INTEGRATION 
A staged approach was used to integrate the functions of ACBPS and DIBP and a Reform and 
Integration Task Force was established to oversee and guide the implementation. 

On 2 March 2015 a new internal organisational structure for the Department was launched in  
ACBPS and DIBP, and staff began working within this integrated structure from this time. 
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New systems and processes were implemented in the lead-up to 1 July 2015 to streamline and 
strengthen our operational capabilities and policy framework. CTUs were deployed throughout the year 
to eight Australian international airports to combat home-grown terrorism and threats to national security. 
The SBC operating model was implemented and the NBTC was established, bringing together partner 
agencies to better target suspect goods and travellers. An interim ABF College, known at the time as the 
ACBPS College, was also successfully trialled in Sydney to deliver ABF recruitment and training ahead of 
its official 1 July launch.

A Client Services Decision Support Review began in February 2015 to examine how visas and 
citizenship decisions are made. Its findings will help to build capacity to manage expected future demand 
and prevailing global trends around migration, labour mobility, transnational crime and national security. 

Ahead of 1 July 2015, a new Departmental Integrity Framework was launched to align professional 
standards and values, clarify new roles and mitigate public sector integrity risk.

OUR FUTURE
Over the coming years, projected growth in the volume of goods and people moving across the border 
will be significant, creating opportunities for Australia. 

To support responsive border systems and processes, the integrated Department will continue to 
develop and promote the use of new technologies to automate old processes and offer more tailored 
solutions. Through the establishment of the Research and Innovation Division in December 2014, new 
business innovative technology-based solutions that strengthen Australia’s border protection will be 
investigated in 2015–16.

Increasing the security of systems through the greater use of biometrics, SmartGates and Trusted Trader 
schemes will reduce red tape and provide self-serve options that will enhance the border experience for 
legitimate travellers, traders and those seeking to call Australia home. 

These changes will also support processes to fill crucial skills shortages, manage Australia’s 
Humanitarian Programme and collect revenue. Combining immigration and customs resources will 
enable the Department to build its capability to better protect Australia’s border and manage the flow  
of people and goods across it.

Figure 2: Portfolio executives
Photo (left to right): Deputy Secretary Maria Fernandez, Deputy Secretary Michael Outram APM,  
Deputy Secretary Jenet Connell, Deputy Secretary Peter Vardos PSM, CEO of ACBPS Roman Quaedvlieg APM,  
Secretary of DIBP Michael Pezzullo, Deputy Secretary Cindy Briscoe, Deputy Secretary Michael Manthorpe PSM,  
Deputy Secretary Rachel Noble PSM and Deputy Secretary Marion Grant PSM.
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In 2014–15 the Australian Customs and Border Protection Service (ACBPS, the Service)  
managed the security and integrity of Australia’s border by:

• facilitating legitimate trade and travel 

• supporting and enforcing Australia’s trade and industry policy, including through tariffs,  
tariff concessions and countervailing schemes 

• preventing, deterring and detecting the illegal movement of people across Australia’s border 

•  preventing, deterring and detecting the unlawful movement of prohibited, restricted,  
or regulated goods into Australia 

•  investigating suspected breaches of a range of border controls 

•  undertaking operations to counter civil maritime security threats in Australian waters through  
the Border Protection Command, a joint partnership between the Service and Defence 

•  collecting border-related revenue and statistics. 

We worked closely with other Government and international agencies, in particular the  
Department of Immigration and Border Protection (DIBP), the Australian Federal Police (AFP), 
the Department of Agriculture and the Department of Defence, to detect and deter the unlawful 
movement of goods and people across the border. Our clients included the Australian community, 
the Australian Government, industry, travellers and other government agencies. 

Our role
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The Portfolio has two Ministers, the Hon Peter Dutton MP, Minister for Immigration and  
Border Protection, and Senator the Hon Michaelia Cash, Assistant Minister for Immigration  
and Border Protection1. 

The Portfolio agencies—all of which are Public Governance, Performance and Accountability  
Act 2013 entities—are:

•  Australian Customs and Border Protection Service

• Department of Immigration and Border Protection

•  Migration Review Tribunal and Refugee Review Tribunal (MRT–RRT).

During 2014–15 DIBP and ACBPS worked closely to progressively transition into an  
integrated Department of Immigration and Border Protection with effect from 1 July 2015.  
This included establishing the Australian Border Force (ABF)—a single front-line operational  
border entity with statutory responsibilities to enforce our customs and immigration laws— 
within the new integrated Department.  

From 1 July 2015 the ABF will draw together the operational border, investigations, compliance, 
detention and enforcement functions of DIBP and ACBPS. Policy, regulatory and corporate 
functions will combine within the integrated Department.

During 2014–15 the MRT–RRT worked with other key Commonwealth external merits review 
tribunals, boards and relevant departments to implement the Government’s decision to 
amalgamate the Administrative Appeals Tribunal (AAT), the Migration Review Tribunal (MRT),  
the Refugee Review Tribunal (RRT) and the Social Security Appeals Tribunal (SSAT) with effect 
from 1 July 2015. The amalgamated tribunal was established under the Administrative Appeals 
Tribunal Act 1975, called the Administrative Appeals Tribunal and situated within the  
Attorney-General’s portfolio.

In 2015–16 the Office of the Migration Agents Registration Authority (OMARA) will be progressively 
consolidated into the integrated Department as part of the Government’s deregulation agenda.  
As a result, OMARA will no longer be attached to DIBP as a discrete office.

1 From September 2013 to December 2014, the Hon Scott Morrison MP served as the Minister for Immigration  
and Border Protection. On 23 December 2014 the Hon Peter Dutton MP was appointed as Minister for Immigration  
and Border Protection.

Portfolio overview
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Deputy Secretary Client Services, Decision Support Review Task Force Peter Vardos PSM

Deputy Secretary Policy Group Rachel Noble PSM

Immigration and Citizenship Policy David Wilden

Immigration Policy  
Cathy Hoitink

Economic Mobility  
Ben Meagher (A/g)

Mobility  
Sophie Montgomery

Citizenship and 
Humanitarian Policy  
Fiona Lynch-Magor

Visa Regulatory  
Reform Task Force
Richard Johnson

Minister Counsellor 
Geneva

Kate O’Malley

Minister Counsellor 
Jakarta

Chris Wall

 East Asia  
Michael Willard

Middle East and Africa
John Moorhouse

South East Asia  
Annette Keenan

 South Asia 
Jose Alvarez Moro

 Europe
 Elizabeth Hoffman

Americas  
Janette Haughton

ABF Attaché  
South Pacific  
Phil Brezzo

Mekong Region  
Greg Kelly

International Protection Task Force Robert Hoitink

Executive Maree Bridger

Communication and Media  
Matt Wardell (A/g)

Parliamentary and Executive Coordination 
Guy Boekenstein (A/g)

Governance and Performance Evaluation  
Stephen Heskett (A/g)

Trade, Customs and Industry Policy Linda Geddes

Customs and Industry  
Sharon Nyakuengama

Trade  
Anita Langford (A/g)

Trusted Traders  
Teresa Conolan 

Strategic Policy and Planning Rachael Spalding

Strategy  
Ben Evans

Capability Development  
Robyn Ross (A/g)

Policy Research and Statistics  
Janice Wykes

International Lachlan Colquhoun

International Strategy  
Agnieszka Holland

Middle East, Africa and South Asia 
Margaret Hoffman

Pacific, Americas, North Asia and Europe 
Peter Speldewinde 

International Posts

Chief Executive Officer Roman Quaedvlieg APM Secretary Michael Pezzullo

Organisation structure

On 2 March 2015, DIBP and ACBPS started operating in a whole-of-Portfolio integrated structure, 
prior to formal integration of the two organisations on 1 July 2015. Within this transitional structure, 
the DIBP Secretary retained accountability for immigration functions, while the Chief Executive Officer 
of ACBPS retained accountability for all customs and trade-related matters. 

Figure 3: Organisation chart at 30 June 2015
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2Deputy Secretary Detention Capability Review Task Force Jenet Connell

Deputy Secretary Visa and Citizenship Services Group Michael Manthorpe PSM

Deputy Secretary Corporate Group, Chief Operating Officer Marion Grant PSM

Regional Director Victoria/Tasmania  
Amanda Paxton

Regional Director West
Steven Biddle

Office of the MARA Dora Chin-Tan (A/g)

Special Counsel Ian Deane PSM

Head Strategic Reform Programme Charlotte Tressler

Visa and Citizenship Management Jim Williams

Permanent Visa and Citizenship Programme  
Frances Finney

Temporary Visa Programme  
Judith O’Neill 

Network Planning and Support  
John Napier (A/g)

Regional Director NSW/ACT  
Mary-Jane Jones

Regional Director Queensland
Jodie Bjerregaard (A/g)

Regional Director Central
Louise Smith

Refugee and Humanitarian Visa Management Kruno Kukoc

Refugee and Humanitarian Programme
Libby Hampton

Temporary Protection Visa Assessment  
Sally Babbage

Onshore Protection  
Lynne Gillam

Digital Channels Task Force Phil Thurbon

Digital Business Strategy Task Force  
Troy Czabania

Channel Strategies and Management Task Force  
Rocio Trapaga-Saul PSM

Community Protection Peta Dunn

Public Risk Assessment  
Fiona Andrew

Chief Medical Officer  
Immigration Health  

Paul Douglas

Character Assessment  
and Cancellations  

Peter Van Vliet

Caseload Assurance  
Peter Richards

Support Craig Farrell

Shared Services  
Brad Clark

Property and  
Commercial Services  

Nick Evans

Procurement  
and Contracts  

Sanaz Mirzabegian

Information Access  
Task Force

Stephen Wood

Headquarters  
Task Force

Michael Leiper (A/g)

People Paula Goodwin (A/g)

Learning and Development 
Allison Denny-Collins (A/g)

People Strategy and Policy 
Martine Cooper (A/g)

Workforce Management  
Anne Leo

Enterprise Agreement Task Force  
David Leonard

Finance, Chief Finance Officer Steven Groves

External Budgets  
and Revenue  
Lisa Harris

Management Accounting 
Stephanie Cargill

Financial Operations  
James Malizani

Finance Integration Task Force  
Sam Hatherly (A/g)

Legal, General Counsel Pip de Veau

Legislation and Framework  
Greg Phillipson

Litigation  
Miriam Moore

Commercial and  
Employment Law  

Alicia Wright

Legal Advice and  
Operational Support  

Anton Bockwinkel (A/g)

Integrity, Security and Assurance, Chief Risk Officer / Chief Audit Executive Jan Dorrington PSM

Integrity and Professional Standards  
Kaylene Zakharoff

Security  
Glenn Peisley

Risk and Assurance  
Steve Hayward
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Deputy Secretary Immigration Status Resolution Group Cindy Briscoe

Deputy Chief Executive Officer Border Operations Group Michael Outram APM

Status Resolution and Detention Operations Janet Mackin

Offshore Operations  
Kylie Scholten (A/g)

Nauru
Anthony Kneipp (A/g)

Papua New Guinea  
Scott Matheson

South
Angelo Fitsioris (A/g)

East
Mary-Jane Jones

North and West  
Steven Biddle

Detention Services Neil Skill

Detention Health  
Services Support  

Paul Windsor

Contracts and Services 
Kylie Burnett (A/g)

Services Management  
Mark Painting

Detention Infrastructure  
Fatime Shyqyr

Assistant Commissioner Investigations Division Steve Lancaster

National Security  
Anthony Seebach

Support and Technical  
Chris Waters (A/g)

Immigration and  
Customs Enforcement  

David Nockels

Organised Crime  
Bjorn Roberts (A/g)

Border Management Stephen Allen

Operational Strategies  
Janet Hartmann (A/g) 

Compliance Control  
Pat Gallagher (A/g)

Revenue and Trade Crime Task Force  
Craig Petrie

Border Force Capability Peter Docwra

Air and Marine  
Ian Laverock

Australian Border Force College  
Terry Wall

Australian Border Force Career Management 
Robert Jansen

Regional Commands

NSW  
Tim Fitzgerald

 Victoria/Tasmania  
Don Smith

Queensland  
John Ikin (A/g)

Strategic Border Command Terry Price PSM (A/g)

Strategic Border Command  
Jo Crooks (A/g)

Detention Operations  
Craig Sommerville

 Western Australia  
Rod O’Donnell

Central  
James Watson

Children, Community and Settlement Robyn Miller (A/g)

Community Support  
Julie Keenan

Community Operations 
Karen Hacker (A/g)

Regional Processing  
and Settlement  

Kingsley  
Woodford-Smith

IMA Compliance  
Task Force 

Janet Mackin

Child Protection  
and Wellbeing  

Tanya Morgan (A/g)

Australian Border Force Change Management Task Force Maree Bridger

Removals Task Force  
Andrew Speldewinde (A/g)

Commander Border Protection Command RADM Michael Noonan RAN

Deputy Commander Border Protection Command  
Abi Bradshaw

Deputy Secretary Intelligence and Capability Group Maria Fernandez

Intelligence Karen Harfield

Strategic Intelligence  
Angela Black (A/g)

Operational Intelligence  
Paul Farrell

Tactical Intelligence  
John Gibbon

ICT, Chief Information Officer Matthew Yannopoulos

ICT Plans  
Vanessa Horton (A/g)

Corporate Systems  
Steve Peddle

Border Systems  
Tim Drury

ICT Service and Vendor Management  
Brendan Dalton

ICT Infrastructure Operations  
Sean Hugo (A/g)

Major Capability Randall Brugeaud

Capability Coordination  
Jagtej Singh

Identity and  
Intelligence Capability  

Paul Cross

Operational Capability  
Anthony Corbitt (A/g)

Future Traveller  
Capability Task Force  
Brian Schumacher

 Research and Innovation Gavin McCairns

Chief Scientist  
Jennie Clothier

Business Innovation  
Michael Minns 
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Consulates

Auckland

Dubai

Guangzhou

Ho Chi  

Minh City

Hong Kong

Shanghai

Other

Geneva

National Office

High Commissions

Apia Nuku’alofa

Colombo Ottawa

Dhaka Port Louis

Islamabad Port Moresby

Kuala Lumpur Pretoria

London Singapore

Nairobi Suva

New Delhi

Regional 
Directorates

ACT and 

Regions

Adelaide

Brisbane

Cairns

Dandenong

Darwin

Hobart

Melbourne

Parramatta

Perth

Sydney

Thursday 

Island

office and post locations 

In 2014–15, ACBPS officers were located throughout Australia and overseas. The Service’s 
central office was located at Customs House in Canberra and regional offices were maintained 
throughout Australia.

As at 30 June 2015, ACBPS employed 5,181 people in offices around Australia and overseas.

Figure 4: Office and post locations at June 2015
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Embassies

Amman Cairo Santiago

Ankara Dili Seoul

Athens Hanoi Tehran

Bangkok Harare Tel Aviv

Beijing Jakarta Tokyo
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Belgrade Manila Vientiane

Berlin Mexico City Washington DC

Brasilia Moscow Yangon

Brussels Phnom Penh

Buenos Aires Riyadh
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Outcome and programme structure

Government outcomes are the intended results, effects or consequences of Australian 
Government policies, programmes and actions. Commonwealth programmes are the primary 
vehicles by which Government agencies achieve the results set out in their outcome statements. 
Agencies are required to identify the programmes that will contribute to Government outcomes 
over the Budget year and forward years. 

The Service’s Outcome and the programmes that contribute to it are described below,  
specifying the performance indicators and targets used to assess and monitor the  
performance of the ACBPS in achieving Government outcomes. 

Outcome 1: The protection of the safety, security and commercial interests of Australians  
through border protection designed to support legitimate trade and travel and ensure  
collection of border revenue and trade statistics.

The Service’s key strategies towards achieving Outcome 1 were: 

Programme 1.1: Border Enforcement 

•  Manage border risks through intelligence-led interventions that enable targeted inspection  
and examination of people and goods at the border, while streamlining border processes  
for legitimate trade and travel. 

•  Support collaborative cross-agency civil maritime security activities including intelligence 
analysis, coordinated surveillance and on-water response, and working ahead of the border  
with international partners to provide controls for maritime security threats. 

•  Continue to develop highly sophisticated and effective intelligence and targeting capabilities. 

•  Partner with law enforcement agencies to address risks and vulnerabilities at the border  
through joint operations and sharing of intelligence. 

Programme 1.2: Border Management 

•  Develop and coordinate border management policies, in conjunction with partner agencies,  
to deliver Australia’s customs, trade and industry policy. 

•  Facilitate legitimate trade and travel by co-designing the ACBPS’s services in a way that 
streamlines the trade and travel experience, identifying and enhancing new business systems  
to maximise service delivery. 

•  Support an open economy by ensuring compliance with the rules of trade so that  
competition occurs on a level playing field and the benefits of competition flow through  
to the Australian economy. 

Programme 1.3: Border-Revenue Collection 

•  Maintain border-related revenue collection capabilities. 

•  Improve the Service’s understanding of economic risk. 

•  Assess, report and collect border-related revenue, including the payments of approved 
applications for refunds, concessions and exceptions. 

•  Undertake an effective risk-based compliance programme, utilising pre- and post-clearance 
monitoring and intervention activities to promote observance of Australian border laws as  
they relate to revenue reporting and payment obligations. 

•  Effectively administer the Tourist Refund Scheme. 
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• Foster collaboration with domestic and international partners to enable the Service to  
operate across the entire border continuum. 

•  Be proactive and responsive to the challenges of the border environment through the Reform 
Programme, transitioning to a new business model, modernising business processes and 
systems, augmenting workforce capability and strengthening the Service’s integrity culture  
and layered anti-corruption measures. 

•  Operate efficiently and effectively to achieve a sustainable four-year budget across a number  
of diverse operational requirements by continuing to develop priority settings to align with 
resource allocation. 

•  Maintain investment in key capital infrastructure that supports the Service’s intelligence-led 
approaches as well as capability to support the Service’s operations across a diverse range  
of activities protecting Australia’s border. 

A key element of the annual reporting framework is contained within Part 3, which reports  
on our performance in the programmes through which the Service works to achieve outcomes 
as set out in the PBS and PAES. Part 3 sets out the Service’s commitments to the Australian 
Government and community, and represents one of the key accountability mechanisms for the 
ACBPS. It outlines outcome, programmes, deliverables, Key Performance Indicators and the 
financial resources available to the organisation. Within this framework, the outcome statement 
explains the purpose of funding appropriations by the Parliament and describes the overall benefit 
the Government expected from the Service.
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From Federation to the  

    Australian Border Force

INTRODUCTION
Influenced by the demands of the Government of the day, as well as its own organisational  
needs, the remit of the ACBPS and its predecessors has contracted and expanded over time  
to encompass myriad roles, ranging from trade and excise to police and border protection. 

Changes in the national security environment throughout the Service’s 114-year history—from the 
strains of war to the threat of modern terrorism—have also forced it to adapt not only its priorities 
but its broader position within the Australian community. 

ESTABLISHMENT
DEPARTMENT OF TRADE AND CUSTOMS 
The Federation of Australia on 1 January 1901 saw the Department of Trade and Customs 
established as one of the new nation’s seven original federal departments. 

While colonial customs functions had existed within the separate colonies, the establishment  
of Trade and Customs marked the creation of a single, uniform federal tariff.

Introducing a centralised system did not occur smoothly, initially hampered by long-held and 
conflicting practices between the colonies—the new states—and by administrative backlogs  
and confusion in the interpretation of requirements on the front line.

Once established, however, the federal import tariff was a primary source of revenue for the  
new Commonwealth and provided a protective wall to encourage the nation’s own fledgling 
industries to grow. 

ON THE BORDER
Customs officers in the early 20th century had wide-ranging responsibilities beyond merely 
collecting excise and managing goods in and out of Australia. 

They were, for many years, tasked with administering the now-notorious ‘dictation test’,  
which was implemented under the Immigration Restriction Act 1901 with the intention of 
preventing non-Europeans, predominantly Asian migrants, from entering Australia. 

Restrictive immigration practices such as the test created an influx of stowaways and illegal 
arrivals whose detection and apprehension was the job of skilled Customs detectives. 

Customs also, for many decades, held primary responsibility for censoring incoming goods,  
upholding the nation’s moral standards by seizing and prosecuting items ranging from films  
and literature to contraceptives and ‘indecent’ novelty items.

Photos (clockwise from top left): Sydney Harbour Customs officer Bob Littlejohn checks passenger details with interpreter  
Mrs A. Antonopoulou; Detector dog Houston and handler, Customs Officer Lee Hennessey, inspect a shipping container; 
Boarding officers muster a ship’s crew on deck for immigration checks at Port Melbourne in 1953; A display of seized  
watches that had been smuggled in the soles of shoes ca.1950s.
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WORLD WARS I AND II
The outbreak of World War I prompted the introduction of export restrictions on a variety  
of goods that were either vital to the war effort or of potential benefit to the enemy. 

Customs was responsible for identifying and enforcing restrictions on the movement of 
contraband (such as coal) and other goods earmarked for British consumption, as well as 
attempts to trade with newly declared enemy nations. 

Wartime restrictions had a significant effect on trade revenue. In 1915 a federal income tax 
was introduced to make up for this shortfall. While Customs revenue rebounded in the 1920s, 
restrictions on non-essential imports again affected the tariff during World War II, marking the 
eclipse of the pre-eminent position of tariffs within the Australian revenue system. 

WORKING ACROSS THE BORDER CONTINUUM
TO CATCH A SMUGGLER
After World War II, Customs increasingly began moving towards intelligence-led operations,  
shifting away from resource-intensive searches of great numbers of people and cargo. 

Air travel created a dramatic upturn in the number of people moving across Australia’s borders 
and facilitating this movement became a major priority for the Department—by 1960–61,  
more passengers were passing through Customs posts in airports than at the wharves.

Initially opium—one of the early drugs of interest to Customs—was taxed heavily by the 
Commonwealth, but the creation of a federal enforcement department provided the opportunity  
to implement a ban in 1905 that would not have been feasible under the colonial system. 

Despite vocal community concern, drug seizures in the post-war years were minor, with items 
such as transistor radios and watches (made attractive by their small size and resale ability) 
regularly seized in the 1950s. 

In the 1960s, however, heroin smuggling increased significantly and internal concealment  
was identified as a means of moving contraband across the border. Narcotics officers were 
stationed overseas on the front line to help gather intelligence as part of the effort to combat  
drug smuggling.

INTELLIGENCE OPERATIONS
While tip-offs were always (and continue to be) a valuable source of intelligence, greater  
risk-assessment became vital in managing the growing flow of people across the border.

In 1964 Customs became one of the first departments to implement a computer system that 
allowed people to be screened electronically for potential risk. Passenger baggage declarations 
were introduced, supplemented by the intuition of skilled front line officers. Companies too 
became responsible for submitting their own data that could then be audited by a centralised, 
streamlined Customs operation.

Customs detector dogs were introduced in 1969, initially with mixed results. However,  
the programme was eventually expanded—using at various times Labrador retrievers,  
German shepherds and dogs sourced from pounds and the community—and to the  
present day the Service has maintained its own national training centre and breeding  
programme. This will continue in the integrated Department.

36 Australian Customs and Border Protection Service
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Though initially reliant upon Defence resources to follow up instances of illegal fishing operations 
and manage the increasing numbers of illegal boat arrivals in the country’s north, Customs soon 
established the Coastal Air Sea Operations Support group, comprising chartered aircraft and  
three J boats.

Full responsibility for Coastwatch operations was handed to Customs in 1988, sparking ongoing 
growth in the organisation’s investment in offshore capability, including the later acquisition of  
Bay Class and, most recently, Cape Class vessels and Australian Customs Vessel (ACV) Thaiyak. 

The organisation’s modern objective—managing the security and integrity of the border to  
protect the Australian community—was cemented in 2009 with the establishment of the ACBPS. 

CUSTOMS IN THE COMMUNITY
From the beginning, the ACBPS and its predecessors have undertaken a range of community 
protection responsibilities. Early in the 20th century, officers were charged with enforcing 
quarantine measures—including ensuring the fumigation of inbound vessels to prevent  
plague-infected rodents from entering the country—and applying regulations governing  
the export of native fauna. 

They have also partnered with a variety of domestic organisations, including federal and state 
police forces, to carry out drug operations and recently played a role in the highly publicised 
Operation Sovereign Borders Joint Agency Task Force (OSB JATF) that has brought the ACBPS 
together with partner agencies to combat people smuggling. 

Customs has also been actively engaged with the community on a variety of other fronts, since 
2004 perhaps most visibly in its ongoing collaboration with the Seven Network on the production 
of Border Security—a TV series highlighting the varied front line work that officers do and showing 
Australian audiences the Service in action. 

CONCLUSION
The rapidly evolving global environment has continued to have a significant influence on the 
ACBPS’s direction. To meet these emerging challenges, on 1 July 2015, the ACBPS merged  
with DIBP to form one Department.

Building upon the considerable experience and expertise that the two organisations have 
developed, the integrated Department will bring improved efficiency, capability and innovation  
to meet the challenges facing the world’s border screening and protection services and enable  
the continuing delivery of strong national security, a vigorous economy and a prosperous and 
cohesive Australian society.

37Annual Report 2014–15

’My rewarding position as History Officer has given me a greater view 
of Australian history, as the history of Customs is one important part of 
Australia’s history. There have been many interesting events since Federation 
and in looking back—researching, cataloguing and displaying this history—
it’s clear that great progress has been made.’

—Kerry Hannan, 45 years of service 
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This section of the Annual Report outlines the Australian Customs and Border Protection Service’s 
(ACBPS’s, the Service’s) achievements for 2014–15 against the Portfolio Additional Estimates 
Statements 2014–15 (PAES), and cross-programme strategies. 

Integration of the Service and the Department of Immigration and Border Protection (DIBP) 
commenced during the 2014–15 financial year. Through the year, the two agencies collaborated  
to develop performance information for inclusion in the first joint Portfolio Budget Statements 
(PBS) 2015–16. The Service and DIBP provided details on organisational strategies, deliverables 
and key performance indicators—outlining the organisation’s planned performance under the  
newly consolidated Portfolio outcome and programme structure. 

This information, as well as that to be included in future corporate plans, will continue to improve 
as the newly integrated organisation’s approach to performance measurement and reporting 
strengthens. This continues on from the Service’s efforts to shift focus from reporting on  
‘outputs’ to ‘outcomes’, to clearly detail how effectively the organisation is performing in  
achieving its purpose. 

Structuring the Service’s activities and functions under three programmes and cross-programme 
strategies enabled the Service to create clear links between PBS and business planning activities, 
simplify lines of accountability and ensure that we continue to prioritise against and meet  
core deliverables.

Report on performance
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3Table 1:  Financial and staffing resources summary

OUTCOME 1: The protection of the 
safety, security and commercial 
interests of Australians through 
border protection designed to 
support legitimate trade and travel 
and ensure collection of border 
revenue and trade statistics

Final 
estimates   
2014–15a 

$’000 
{A}

Actual 
2014–15 

$’000 
{B}

Variation    
$’000 

{B}–{A}

Budget        
2015–16b                

$’000

Administered revenue

Taxation 10,313,640 12,116,991 1,803,351 n/a

Non-taxation 2,500 6,535 4,035 n/a

Gain 0 6,591 6,591 n/a

Total administered revenue 10,316,140 12,130,117 1,813,977 n/a

Administered expenses

Administered expenses 3,434 10,802 7,368 n/a

Total administered expenses 3,434 10,802 7,368 n/a

Departmental programmes

Programme 1.1: Border Enforcement 1,025,658 1,040,532 14,874 n/a

Programme 1.2: Border Management 126,462 147,530 21,068 n/a

Programme 1.3: Border-Revenue 
Collection

77,788 69,921 (7,867) n/a

Total price of Departmental 
programmes

1,229,908 1,257,983 28,075 n/a

Total for outcome  
(administered expenses and  
price of Departmental programmes)

1,233,342 1,268,785 35,443 n/a

Average staffing level  
(number of officers)c

4,920 4,903 (17) n/a

a  Data derived from the 2014–15 PAES.

b The 2015–16 budget estimates are no longer prepared for the ACBPS as a separate entity. The ACBPS was consolidated  
into DIBP as a result of a decision of Government effective 1 July 2015.

c  Reported as an average staffing level (ASL) basis.
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With its focus on the security of Australia’s borders, Border Enforcement was the largest and 
most diverse of the three programmes. Border Enforcement played an integral role in achieving 
the Service’s mission by intercepting people illegally entering Australia, in addition to intercepting 
regulated, restricted and prohibited goods in Australia’s territorial seas, and at ports, airports 
and mail centres. The Border Enforcement programme is also responsible for counter-people 
smuggling operations, which address risks and vulnerabilities at the border, and for intelligence 
and targeting functions that facilitate the Service’s intelligence-led approach to its front line role. 

The Border Enforcement programme contributed to the protection of Australia’s border by:

• undertaking border activities that streamline processes for legitimate trade and travel  
and prevent the illegal movement of people and goods across the border 

•  generating awareness of activity in Australia’s maritime domain and coordinating  
whole-of-government efforts to mitigate or eliminate the risks posed by civil maritime  
security threats (including illegal activity in protected areas; illegal exploitation of natural 
resources; marine pollution; prohibited imports and exports; illegal maritime arrivals; 
compromise to biosecurity; piracy, robbery or violence at sea; and maritime terrorism).  
This includes support to the whole-of-government effort to respond to people smuggling 

• supporting whole-of-government delivery of integrated regulatory, transactional and  
physical security measures that safeguard people, goods, vessels and aircraft against  
border-related threats 

•  supporting cross-jurisdictional efforts at domestic and international levels to prevent,  
detect and disrupt the activities of organised crime syndicates. 

Identifying and intercepting illegal travellers, vessels and cargo attempting to cross the Australian 
border requires sophisticated intelligence and risk-assessment activities, onshore and offshore 
surveillance and patrols, targeted enforcement operations, detained goods management, 
investigation of suspected breaches, and the development of technology to support border-
enforcement activities. Collaboration with domestic and international partners is an important 
component of this programme. This programme supports whole-of-government efforts to respond 
to people smuggling, including Operation Sovereign Borders Joint Agency Task Force (OSB JATF).

Programme 1.1: Border Enforcement



43Annual Report 2014–15

R
eport on P

erform
ance

3REPORT AGAINST THE PBS/PAES AND KPIs
Table 2:  Programme 1.1: Border Enforcement—performance against PBS/PAES  

targets, 2014–15

Deliverables Targeta Actual
  Target 

met

Processing of international passengers (air and sea)

Arrivals 17.973m 17.585m û

Departures 17.760m 17.380m û

Processing of international crew (air and sea)

Arrivals 1.566m 1.545m û

Departures 1.561m 1.539m û

Total number of arriving travellers who successfully  
cleared automated border control systems

5.52m 6.77m ü

Total number of departing travellers who successfully 
cleared automated border control systemsb

  – 42,574 –

Number of international vessel movements 55,104 53,844 û

Number of reported vessel arrivals 17,889 17,934 û

Number of vessels assessed as high riskb – 42 –

Number of patrols conductedb – 7,798 –

Number of referrals for formal investigation receivedb – 2,379 –

Volume of cargo subject to inspection and examinationc

Sea cargo

Number of TEU inspected 101,500 101,273 û

Number of TEU examined 15,500 15,581 ü

Air cargo

Number of consignments inspected 2.00m 2.02m ü

Number of consignments examinedb – 86,395 –

Mail

Number of mail items inspectedd,e,m 50.0m 55.5m ü

Number of mail items examinedb,f – 248,933 –

Aerial surveillance coverage (square nautical miles)

ACBPS contracted aircraft and RAAF assets  
(square nautical miles)g

146.0m 149.0m ü

Commercial contracted satellite (square nautical miles) 9.6m 9.7m ü

Southern Ocean vessel surveillance (patrol days)j 172 142 û

Northern waters surveillance ACV Triton (patrol days)k,l 308 289 û

Ashmore Vessel (station and steaming days)h 320 331 ü

ACBPS Marine Unit (patrol days)i 2,400 1,691 û

a Targets may be performance targets, service level targets or estimates.

b  Performance cannot be forecast reliably.

c  All cargo is risk assessed.
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d  Inspection may include the use of x-ray technology, detector dogs or physical examination.

e  The amalgamation of previous measures (number of parcels/Express Mail Service/registered items inspected  
and number of letter class mail items inspected) will enable a more flexible response to shifts in risk between mail  
classes and more effective management of increasing volumes. These measures were amalgamated at PAES 2014–15.

f  Examination means physically opened by ACBPS.

g  The target is based on the contribution made by both ACBPS and Australian Defence Force (ADF) assets.

h  ACV Ashmore Guardian was almost permanently deployed at the Ashmore Reef National Nature Reserve and  
Cartier Island Marine Reserve. The contract for the vessel ceased in December 2013. ACV Thaiyak was to be  
almost permanently deployed at the Ashmore Reef National Nature Reserve and Cartier Island Marine Reserve  
when it began operations in September 2014.

i  These patrol days are completed by Bay Class and Cape Class vessels. In addition to ACBPS Marine Unit assets,  
on any given day the Royal Australian Navy (RAN) provides seven of the 14 Armidale Class patrol boats in support  
of Operation Resolute. 

j  Deliverable for 2014–15 comprised 92 patrol days for the ACV Ocean Protector and 80 days for the ADV Ocean Shield. 
Funding for ACV Ocean Protector terminated on 31 December 2014. ACV Ocean Protector has been replaced by the 
renamed ADV Ocean Shield—ACV Ocean Shield for which funding from 2015–16 to 2017–18 is for 300 days per annum.

k  Funding for the ongoing programme will be considered in the 2017–18 Budget.

l  This measure was terminated on 30 June 2015.

m  The increase in targets reflects the additional deliverables/appropriation for the Tackling Crime – increased cargo  
and mail screening at the border measure.
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3Table 3:  Programme 1.1: Border Enforcement KPIs

Key performance indicator Targeta Actual Target met

Percentage of passengers processed within  
30 minutes of joining the inwards queue

92% 89.9% û

Number of arriving international air passenger 
referrals to the Department of Immigration  
and Border Protection

– 160,322 –

Traveller satisfaction with primary line services 95% 95.7% ü

Percentage of arriving travellers who successfully 
cleared automated border control systems

30% 37.8% ü

Percentage of departing travellers who successfully 
cleared automated border control systemsb

– 0.24% –

Number of detections and interceptions  
of suspected illegal entry vesselsb

– – N/A

Number of illegal maritime arrivals intercepted  
at sea (including ship’s crew)b,d

– – N/A

Number of mainland illegal maritime  
arrivals responded to and processedb

– 0 –

Number of apprehensions of illegal  
foreign fishing vesselse

45 6 û

Number of illegal foreign fishers  
apprehended and processed

400 25 û

Percentage of reported vessels  
risk-assessed at first port

100% 100% ü

Percentage of high-risk vessels where targeted 
operational responses were performed

85–100% 100% ü

Number of reported vessels subject  
to targeted intervention activitiesb

– 5,651 –

Number and weight of illicit tobacco and cigarette 
detections in the sea cargo streamb

– 91 
detections, 

weighing 
182 kg

–

Number of undeclared detections of conventional 
firearms, parts and accessories and magazinesb,i

– 1,775 –

Value of undeclared currencyb – $16.9m –

Number and weight of illicit drug detectionsb,h – 32,880 
detections 

of which 
14,899 were 

major illicit 
drugs and 
precursors 
– weighing 

7,309 kg

–
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Table 3:  Programme 1.1: Border Enforcement KPIs

Key performance indicator Targeta Actual Target met

Percentage of referrals accepted  
for formal investigationf

18–25% 41.7% ü

Percentage of high-priority cases 
accepted for formal investigationf

80–90% 100% ü

Percentage of prosecution briefs completed  
as the result of a formal investigation that  
resulted in a convictiong

85–95% 96.9% ü

Number of potential illegal, unregulated and 
unreported vessels detected in Australia’s Exclusive 
Economic Zone in the Southern Oceanb

– 3j –

Number of illegal, unregulated and unreported 
vessels boarded in the Southern Oceanb

– 0 –

Number of sightings of potentially illegal foreign 
fishing vessels in Australian northern watersb,c

– 10,614 –

a  Targets may be performance targets, service level targets or estimates.

b  Performance cannot be forecast reliably.

c  Sightings of Type 3 and Type 4 fishing vessels are generated from reports by Border Protection Command surveillance 
units, including ACBPS and ADF. The number of sightings cannot be forecast through any reliable statistical  
or other method. 

d  This includes IMAs transferred to Australian Government authorities in Australian Territory.

e  The total number of apprehensions by ACBPS and ADF assets.

f  Formal investigations are conducted by the ICE and SIP Branches and refer to suspected breaches of Australia’s  
border controls.

g  This indicator refers to prosecution briefs prepared in response to a formal investigation and dealt with by the courts.  
The ICE and SIP Branches conduct formal investigations. ‘Conviction’ includes guilty verdicts where no conviction  
is recorded.

h  Estimated weight values for performance and image enhancing drugs (PIEDs) and ‘other’ drugs are not shown  
as there is no consistent unit of measure available. Items in these categories can be measured in grams, volume,  
dose unit or capsules.

i  The term ‘Conventional Firearms’ does not include firearm categories such as imitation, airguns, BB Guns  
and paintball guns, but includes all other firearms.

j  Three known IUU vessels were detected on five separate occasions operating in the Australian Exclusive Economic  
Zone adjacent to Australia’s Antarctic Territory (AAT). Australia’s jurisdiction over the AAT is not universally recognised  
and therefore considered part of the high seas.
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3Table 4:  Explanation of shortfall against target in Programme 1.1

Deliverable or KPI not met Explanation of shortfall

Processing of international 
passengers (air and sea): Arrivals

Targets for performance cannot be forecast definitively.

Processing of international 
passengers (air and sea): 
Departures

Targets for performance cannot be forecast definitively.

Processing of international  
crew (air and sea): Arrivals

Targets for performance cannot be forecast definitively.

Processing of international  
crew (air and sea): Departures

Targets for performance cannot be forecast definitively.

Number of international  
vessel movements 

Targets for performance cannot be forecast definitively.

Number of reported  
vessel arrivals

Targets for performance cannot be forecast definitively.

Sea Cargo: number  
of TEU inspected

Over the last six months there have been significant logistical 
issues in Sydney due to automation of one of the container 
terminals and congestion at a second. This placed pressure 
on Sydney Container Examination Facility (CEF) achieving its 
inspection targets. The Sydney CEF Inspection shortfall was 
offset by increased Inspections in other locations. Despite 
this, at the end of the May the Department was in a position 
to achieve the annual PBS Inspection target. However during 
June, Melbourne also experienced logistic pressures arising 
from congestion in container terminals which reduced the 
predicted throughput for that location. Additionally Melbourne 
experienced a number of unscheduled technology outages 
throughout the month which resulted in ACBPS failing to 
achieve the annual PBS KPI.

Southern Ocean vessel 
surveillance (patrol days)

Two vessels were used for Southern Ocean vessel 
surveillance during 2014–15, namely ACV Ocean Protector 
and ACV Ocean Shield. Funding for ACV Ocean Protector 
ceased hence the vessel was decommissioned and ceased 
operations during the first six months of the financial year.
When ADV Ocean Shield was transferred to the ACBPS,  
it required essential modifications for operational purposes, 
resulting in a loss of patrol days.

Northern waters surveillance 
ACV Triton (patrol days)

Initially, funding for ACV Triton was scheduled to end on  
31 December 2014, and the lease was to terminate at 
this time. However, there was an extension to this funding 
during the financial year, allowing the use of ACV Triton for 
an additional six months. Planning for the original end date 
meant crew had already been reassigned to other vessels, 
and there was a subsequent small loss of patrol days while 
crew were again reassigned to ACV Triton. Additionally,  
the changeover of crew between patrols at remote locations 
also resulted in a small loss of patrol days.
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Table 4:  Explanation of shortfall against target in Programme 1.1

Deliverable or KPI not met Explanation of shortfall

ACBPS Marine Unit (patrol days) There has been a substantial decrease in the number of 
patrol days for the Marine Unit as we have transitioned from 
the older Bay Class vessels to the new Cape Class patrol 
boats, with a lack of appropriately qualified crew a major 
contributor. This had already been foreshadowed in the 
transition program, where we indicated that we would achieve 
less operational availability due to the requirement to up skill 
and transition existing crew. As our Cape Class patrol boats 
became available for operational purposes, and with the 
commencement into service of ACV Thaiyak and ACV Ocean 
Shield, additional officers were required due to the larger 
crewing requirements. Combined with the Australian Public 
Service Commission recruitment policy and the significant 
training requirements for our crew, there was a shortage of 
qualified crew for the Bay Class vessels, resulting in a loss  
of patrol days.

Several Cape Class patrol boats also suffered defects,  
not entirely unexpected with a new fleet, and these  
impacted on some lost patrol days.

While four Bay Class vessels were gifted to two regional 
partners, the remaining Bay Class vessels underwent annual 
slipping and vessel maintenance issues became more 
problematic, consistent with their age and investment in  
the vessels. Bay Class vessels lost days due to maintenance 
issues due end of life of vessels.

Percentage of passengers 
processed within 30 minutes of 
joining the inwards queue

On 14 November 2014 a new process was introduced 
as part of Ebola screening. All travellers are now required 
to complete a Travel History Card. It was anticipated that 
the additional card would impact on processing times and 
affect the ability of ACBPS to achieve PBS KPI for traveller 
facilitation (FAL) at airports. This has contributed to a financial 
year FAL of more than 2 per cent below target.

Number of apprehensions of 
illegal foreign fishing vessels

Illegal foreign fishing vessel apprehensions were below 
PBS target as a consequence of the deterrent effect of our 
surveillance and enforcement efforts that has seen illegal 
foreign fishing activity and sightings reduce south of the 
Provisional Fisheries Surveillance and Enforcement Line  
and within the Australian Fishing Zone.

Number of illegal foreign fishers 
apprehended and processed

Illegal foreign fishing vessel apprehensions were below 
PBS target as a consequence of the deterrent effect of our 
surveillance and enforcement efforts that has seen illegal 
foreign fishing activity and sightings reduce south of the 
Provisional Fisheries Surveillance and Enforcement Line  
and within the Australian Fishing Zone.
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3CONTRIBUTION TO THE SUCCESS  
OF OPERATION SOVEREIGN BORDERS
Operation Sovereign Borders (OSB) is the military-led border security operation dedicated  
to combatting maritime people smuggling. Since it was established on 18 September 2013,  
OSB has significantly reduced the flow of illegal boat arrivals to Australia, in turn reducing the 
deaths at sea. 

OSB is supported by a range of Australian Government agencies through the Joint Agency  
Task Force (JATF). It comprises a headquarters and three operational task groups:

• Disruption and Deterrence Task Group—led by the Australian Federal Police (AFP) 

•  Detection, Interception and Transfer Task Group—led by Border Protection Command (BPC)

•  Immigration Status Resolution Group—led by the DIBP. 

As Australia’s lead civil maritime security authority, BPC has been instrumental in the success  
of OSB. BPC brings together resources from the ACBPS and the ADF to identify and respond  
to illegal activity in Australia’s maritime jurisdiction. 

In 2014–15 the Service accepted into service four more Cape Class vessels and these, with an 
extension to use the ACV Triton until 30 June 2015, bolstered our operational assets to contribute 
to the success of OSB. Two further Cape Class vessels are to be accepted in July 2015 and in 
August 2015, finalising the delivery of the Cape Class fleet.

ACV Thaiyak also commenced service in July 2014, providing on-station capability support  
in the Ashmore Islands area. It is also assisting other vessels in support of OSB.

BPC has worked to detect and intercept any vessel seeking to enter Australian waters illegally, 
and where safe to do so, remove it safely beyond our maritime zone. Successful interceptions 
have diminished the willingness of people smugglers to undertake voyages and have deterred 
many potential illegal immigrants from attempting dangerous sea voyages. This meant that only 
one venture reached Australia in 2014–15, compared with 105 in 2013–14. There has been a 
substantial and sustained reduction in the number of maritime ventures. Importantly, under OSB, 
there has been no loss of life at sea for over 18 months. 

ABF COLLEGE
The Australian Border Force (ABF) College will begin operations on 1 July 2015 as part of the 
establishment of the ABF developed from the interim ACBPS college that was established in 
Sydney in 2014. The core objective for the ABF College is to become an operational education and 
training institution that meets the current and future needs of a contemporary workforce and border 
protection service. The college will initially be located in Sydney and will deliver foundational as well 
as specialised training for ABF officers, together with enterprise-wide training for DIBP staff.

A Department-wide Learning and Development Strategy was developed in preparation for the 
establishment of the college. The strategy sets out how we will build a mature organisational 
learning and development capability that will meet the requirements of a new workforce model, 
strengthen the leadership capability across DIBP and, in the college, create an operational  
training institution to meet the current and future needs of a modern border protection service.

The ABF college will see all operational training for former ACBPS and DIBP staff brought  
together under the new single framework. The framework comprises a new operating model  
and organisational structure, which was implemented in the lead up to the college opening.
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Operational training from the two organisations is being bought under the college framework 
incrementally with the initial focus being on the highest priority training required for the launch 
of the ABF. This has included: a new Border Force Investigations Course to be designed and 
delivered in conjunction with the AFP; ABF Transition Training to provide foundational and  
job-specific training for officers taking up functions being integrated in the ABF; and the first  
ABF Recruit Course, which began in the interim ABF College facility in Sydney on 22 June 2015. 

Work also commenced on a stocktake and review across the operational course catalogue  
to ensure that training meets the ABF’s capability requirements, employs best-practice 
contemporary learning approaches, and meets competency standards. 

ACV OCEAN SHIELD BEGINS OPERATIONS
The ADV Ocean Shield was originally purchased by Defence in 2012 for humanitarian assistance 
and disaster recovery tasks, but the vessel was transferred to the Service on 1 July 2014 after  
the retirement of her sister ship, ACV Ocean Protector, from the ACBPS fleet. ACV Ocean  
Shield provides an enduring Southern Ocean patrol capability and contributes to the  
whole-of-government delivery of border security in our maritime zones.

Following modifications in both Singapore and Hobart to increase its operational capability in 
Australia’s vast maritime jurisdiction, ACV Ocean Shield entered service in November 2014.  
It quickly became an integral part of the Service’s fleet having been tasked in Australia’s  
northern waters to respond to reported or suspected border incidents and illegal activity  
in our maritime zone.

ACV Ocean Shield commenced its inaugural Southern Ocean patrol on 16 April 2015. This was 
the Service’s first Southern Ocean maritime patrol since 2012 and saw the vessel cover more  
than 7,500 nautical miles across the vast Southern Ocean.

The Southern Ocean patrol forms part of a continued effort also involving diplomatic and 
international initiatives to combat the illegal exploitation of natural resources and, in particular,  
the threat of illegal, unreported and unregulated fishing. 

The patrol exercises Australia’s sovereign rights and the enforcement of laws within its territories.  
It enforces legislation in the Macquarie Island Exclusive Economic Zone (EEZ), the Heard Island 
and MacDonald Islands EEZ, waters covered by the international Convention on the Conservation 
of Antarctic Marine Living Resources, and in the French EEZ around Kerguelen Island.

The 42-day patrol that began on 16 April undertook a range of specific activities for key Australian 
Government and international stakeholders including protecting the Heard Island and McDonald 
Islands marine reserves and World Heritage areas; enacting cooperative arrangements through 
fisheries patrol within the Australian and French Kerguelen Island EEZ areas to ensure compliance 
with fisheries legislation and suppress illegal activity; and conducting monitoring and research 
tasks, including the deployment of ice beacons and drifting buoys. 

Further opportunities to establish joint surface patrols with other nations in the region  
will be explored in future.
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3BAY CLASS VESSEL GIFTS—OPERATIONAL PATROLS
Our Bay Class patrol vessels entered service from 1999 and have performed above and beyond 
their planned role delivering more than 30,000 patrol days. As our air and marine surveillance  
and interdiction role has expanded, so has our need for enhanced capabilities, an outcome  
being achieved through our new Cape Class vessels.

At the November 2013 Commonwealth Heads of Government Meeting (CHOGM) in Colombo, 
the Prime Minister, the Hon Tony Abbott MP, announced that Australia would give two Bay 
Class vessels to Sri Lanka in support of border protection, maritime safety and counter-people 
smuggling operations. This was followed in February 2014 by the Minister for Immigration and 
Border Protection, the Hon Scott Morrison MP, announcing the transfer of two Bay Class vessels 
to the Malaysian Maritime Enforcement Agency (MMEA).

Mr Craig Cameron, one of our most experienced Bay Class Commanding Officers, had a central 
role in providing vessel training and familiarisation for the Sri Lankan Navy and MMEA crews.  
He accompanied all four vessels on their journeys to their new home ports in Colombo and  
Port Klang, where they will be used to support border protection activities.

The gift of these vessels to Sri Lanka and Malaysia reaffirms the importance that Australia  
places on its relationship with these countries and their role in eliminating people smuggling  
at a regional level.
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3

Staff Profile
RYAN BUTTERLY 
Marine Cook  
ACV Cape Jervis 
Border Force Capability Division

Ryan Butterly joined the Service in 2014 after 10 years of service with the Royal Australian Navy. 
As one of our new Marine Cooks, Ryan performs a vital role in ensuring that his 17 fellow crew 
members on board the ACV Cape Jervis, one of our new Cape Class patrol boats, stay well fed. 

The Bay Class vessels that are being retired from service have eight crew and operated on  
21-day patrols. All those on board including Commanding Officers took turns at cooking.  
Our new patrol boats perform 28-day around-the-clock patrols, and Ryan’s specialist role 
contributes to the vessels’ greater capability by ensuring that all other officers are able to  
respond to maritime threats 24 hours a day.

Ryan also manages the vessel’s galley operations, from victualling—ordering the food that will  
be required—and accounting for stores through to ensuring that all kitchen waste is appropriately 
stowed until the end of each patrol. 

Ryan has to ensure that there are about five weeks of provisions on board in case patrol time  
is extended, but he has great flexibility in the food he prepares. He cooks a variety of meals to 
take into account the personal preferences of his fellow crew members, but he does rely on  
frozen and canned ingredients late in patrols, when most of the fresh food has been used.

53
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ENHANCED MARITIME COUNTER  
TERRORISM CAPABILITY
In accordance with the National Counter Terrorism Plan, the Commonwealth Government  
has direct responsibility for offshore Maritime Counter Terrorism (MCT) response beyond  
the territorial sea. BPC is the lead agency for offshore maritime security, responsible for 
coordinating whole-of-government operational response and recovery efforts if a maritime 
terrorism incident occurs. 

During a crisis, BPC would fulfil this responsibility by enhancing its operational capacity by  
drawing additional expertise from other government agencies. This would be achieved by 
constituting an Augmented Multi-Agency Task Force (AMATF) involving personnel from the  
AFP, Attorney-General’s Department, Office of Transport Security and the Department of  
Foreign Affairs and Trade (DFAT), as well as additional ACBPS and Defence personnel.

To ensure that the Commander BPC is well placed to respond to a marine counter terrorism 
incident, planning began in 2013 for an independent evaluation of the BPC-led AMATF’s capability.

Exercise Blue Horizon, conducted in September 2014, was a critical activity in that evaluation and 
gave Headquarters BPC the opportunity to demonstrate its ability to lead the AMATF in response 
to a major maritime security incident. The exercise confirmed BPC’s capability and contributed  
to preparedness to support the G20 meeting in Brisbane on 15–16 November 2014.

ILLEGAL, UNREPORTED AND UNREGULATED  
FISHING ENFORCEMENT ACTIVITY
Illegal, unreported and unregulated (IUU) fishing is a transnational crime and a major threat to the 
sustainability and viability of Australian and international fisheries. BPC continued to work closely 
with domestic and international partners to detect, deter and disrupt IUU fishing activities and 
bring organised crime syndicates to justice through regional enforcement capability.

BPC has been working closely with the Australian Fisheries Management Authority (AFMA)  
to combat IUU fishing in the Southern Ocean. Under the auspices of the Regional Plan of  
Action to Promote Responsible Fishing Practices, including combating IUU fishing (RPOA-IUU), 
Australia cooperates with 10 countries to deter and disrupt IUU fishing by sharing information, 
undertaking joint patrols and other cooperative arrangements. In the 2014–15 financial year,  
BPC-assigned aircraft sighted five IUU vessels transiting to or from the Southern Ocean.  
Through the assistance of Service officers at overseas posts, all sightings were promptly  
notified to the RPOA networks, leading to three vessels being detained and investigated  
by local authorities.

In August 2014 AFMA and ACBPS officers provided information and assistance to Indonesian 
authorities that led to the detention of the IUU vessel Perlon in Batam, Indonesia. In March 2015, 
the IUU vessel Viking was detained in port by Malaysian authorities. AFMA and Service officers 
helped Malaysian investigators check documentation produced by the vessel’s master, which was 
subsequently identified as fraudulent.

ACBPS officers boarded two IUU vessels listed on the Commission for the Conservation of 
Antarctic Marine Living Resources IUU vessel list. The Kunlun and the Perlon were operating  
under false flags. Information gathered after boarding the vessels was passed to partner  
agencies and distributed to RPOA countries for further investigation.
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3Since the two vessels were boarded, Thai authorities have detained the Kunlun in Phuket  
and Malaysian authorities have detained the Perlon and prosecuted its master and crew.

In another incident, the IUU vessel Thunder was lost at sea off the west coast of Africa  
after it attempted to avoid passage to a South East Asian port. 

The detention of vessels and subsequent successful prosecutions, and the loss of the Thunder, 
contributed to a significant reduction in IUU fishing in the Southern Ocean. BPC remains 
committed to collaborating with AFMA and international partners to detect, deter and disrupt  
IUU fishing vessels operating in defiance of international conventions.

TRILATERAL COOPERATION ON THE HIGH SEAS
In June 2015, BPC conducted its first boarding of a foreign-flagged fishing vessel under  
the Western and Central Pacific Fishing Commission (WCPFC) High Seas Boarding and  
Inspection Regime. 

HMAS Leeuwin, operating under the control of BPC, boarded the foreign-flagged fishing  
vessel approximately 285 nautical miles east of Norfolk Island. Working in partnership with  
AFMA officers deployed to the region, the vessel was boarded to assess compliance with  
the WCPFC Conservation and Management measures. The inspection found the vessel  
to be compliant and resulted in no further action being required. 

This action was part of Australia’s participation in the inaugural trilateral Operation Nasse,  
which in addition to HMAS Leeuwin, saw BPC deploy three maritime patrol aircraft. Operation 
Nasse saw Australian, New Zealand and French air and marine assets conduct approximately 
four weeks of cooperative patrol activity focusing on the high seas pocket bordering the exclusive 
economic fishing zones of Australia, New Zealand and the French Territory of New Caledonia.  
The operation resulted in a combined total of 45 hours of aerial surveillance conducted and  
13 vessels inspected. 

Through BPC’s participation in Operation Nasse, Australia continues to demonstrate its strong 
commitment to engaging with regional partners to deter any illegal fishing operators undermining  
the migratory fish stocks in the region and ensuring the sustainability of Pacific fisheries.
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Staff Profile
RICHARD HARLEY 
Supervisor 
Australian Maritime Security Operations Centre 
Border Protection Command

Richard began his career with the Service in 1999. His past operational experience greatly  
benefits his work today as a Supervisor in BPC’s Australian Maritime Security Operations Centre. 
Here Richard is responsible for tasking and coordinating ACBPS assets deployed across 
Australia’s maritime jurisdiction. It is a job he loves because he gets to ‘work with professional 
people dealing with the business of protecting our borders around this great country’.

Every day brings something different to an officer working across an unpredictable maritime 
environment. In 2001 Richard directly contributed to the seizure of 1,000kg of cocaine on board  
a suspect vessel—one of the largest drug hauls in Australian history. Richard recalls that during 
the early 2000s, ‘things were starting to heat up with activity on the water: more foreign fishing 
vessels and suspected illegal entry vessels were being detected than ever before, but that was 
nothing like what was to come in the years ahead’.

In 2013 Richard took up a position in BPC’s Darwin office. This was an exciting opportunity  
to work closely with Defence personnel as well as BPC’s regional clients. 

Richard was recently selected to join the CEO Reform Advisory Group, where he was able  
to contribute directly to the transformation of the Service. The group was recognised with  
an Australia Day Achievement Award. Richard is looking forward to the next chapter of his  
career and the opportunities the establishment of the ABF brings with it.
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Table 5:  BPC surveillance of and response to foreign fishing vessel activity

2012–13 2013–14 2014–15

Boardings

Foreign fishing 
vesselsa

279 136 82

Otherb 36 53 2

Apprehensionsc 7 26 6

Legislative forfeitured – 7 2

a  Boardings conducted by ACBPS vessels only. Does not include boardings conducted by Defence assets assigned to BPC.

b  Includes merchant vessels, Australian fishing vessels and other small craft boarded by ACBPS officers.

c  Apprehensions include those by both ACBPS and Defence assets assigned to BPC.

d  Legislative forfeiture (seizure of catch and equipment) is conducted under the Maritime Powers Act 2013 where it is 
reasonably suspected that the catch and equipment has been automatically forfeited under legislation administered  
by the AFMA.

CHUAN HONG CASE
After an ACBPS-led search in Melbourne in May 2014, investigations officers arrested a  
44-year-old man, Chuan Hong, and seized 6,290 weapons and a quantity of cigarettes;  
the attempted illegal import was concealed within a container of legitimate goods. 

The types of weapons seized were:

• several types of knuckle dusters—5,400 units

•  extendable batons—100 units

•  tasers:

 – torch style—530 units

 – small torch style—250 units

 – iPhone style—10 units.

The Service’s involvement began when it was contacted by Victoria Police with information 
received about illegal weapons being sold from a tool business in the northern suburb of 
Thomastown in Melbourne. ACBPS Intelligence Support used this information to target  
containers of interest.

The Service’s officers at the Melbourne Container Examination Facility (CEF) intercepted the 
suspected container and, after a search warrant was issued, discovered the shipment of  
weapons and cigarettes concealed behind fitness equipment and blankets. 

ACBPS investigators and Victoria Police officers conducted a managed delivery of the container 
to Hong’s business address and arrested Hong for importing prohibited weapons. The media 
reporting of the intercepted shipment received national coverage, reaching an estimated  
audience of almost two million people. 
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3In court proceedings in March 2015, Hong entered guilty pleas to three charges:

•  Importing tier 2 goods contrary to Section 233BAB(5) of the Customs Act 1901 resulting  
in a conviction and sentence of 12 months’ imprisonment

•  Importing tobacco products with the intent to defraud the Commonwealth of revenue contrary 
to Section 233BABAD(1) of the Customs Act 1901 resulting in a conviction and sentence of 
three months’ imprisonment

•  Possessing a prohibited weapon contrary to Section 5AA of the Control of Weapons Act 1990 
resulting in a conviction and sentence of one month’s imprisonment.

All sentences were directed to be served concurrently. The court ordered that Hong be released 
on a recognizance order after serving four months with security of $1,000 and to be of good 
behaviour for 14 months.

Table 6:  Summary of investigations 

2012–13 2013–14 2014–15

Referrals receiveda 3,000 2,635 2,379

Cases adopted 567 612 814

Cases completed

With prosecution (through courts) 152 130 97

Without prosecution 305 299 384

Cases where prosecution  
briefs completed

116 106 103

a  This figure includes referrals assessed as not meeting case priority threshold.
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Staff Profile
TRACY ROLLS 
Operational Safety Trainer  
Australian Border Force College Branch 
Border Force Capability Division

Tracy joined the Service in 2006 and has worked in a variety of roles, including postal operations, 
the waterfront and shipping, and airport and air cargo in her previous position in Enforcement 
Operations Victoria. Tracy currently works as an Operational Safety Training Instructor in 
Melbourne in Border Force Division and is responsible for training officers in incident  
management, conflict resolution and the use of force.

Tracy teaches fellow officers a range of measures to ensure their safety during operations.  
Use-of-force training is provided to selected staff who are employed in areas where they might 
need to manage people who are physically non-compliant, or might have to defend themselves 
from physical attack. The underlying principal regarding the use of force within the Service has 
always been that only the minimum amount of force is to be used, and that the level of force 
applied is reasonable and necessary in the circumstances.

When undertaking operations, our officers might face risks to their safety from individuals  
and groups who fail to comply with instructions, who are aggressive or might otherwise  
attempt to harm them in order to avoid detection, apprehension or prosecution. The training  
Tracy and her fellow instructors provide, gives our officers the skills to manage these risks.

Tracy said enabling our officers to defend themselves and others against verbal or physical  
conflict was challenging and rewarding. ‘Our officers choose to be in law enforcement and  
wear the uniform, and it’s our role in the Operational Training Group to inform and guide  
officers in a way to mitigate those risks so they can do their job safely,’ she said.
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TOBACCO DETECTIONS IN SEA CARGO  
AND AMOUNT OF DUTY EVADED 
Tobacco and cigarette detections through the sea cargo environment have continued to account 
for the majority of tobacco detected by weight. The number of detections in sea cargo has been 
trending upwards, while the total weight has been trending downward, continuing the trend of 
a shift in smuggling methodology to smaller, more frequent importations in sea cargo and other 
streams. A tobacco detector dog capability was trialled in Melbourne during early 2015, producing 
a number of positive outcomes supporting the ongoing viability of this capability into the future.

Table 7 provides details on the number of detections, quantities, value (in terms of duty evaded) 
and the equivalent tobacco weight of illicit tobacco intercepted by ACBPS in the sea cargo 
environment since 1 July 2012.

We were involved in several operations during the year to disrupt criminal syndicates involved  
with tobacco smuggling. In July 2014, two Korean nationals were the first to be prosecuted  
by the ACBPS and the Commonwealth Director of Public Prosecutions with the new increased 
penalties under the Customs Act 1901 for illegally importing tobacco. Each offender was 
sentenced to 20 months’ gaol for conveying and possessing tobacco products with intent  
to defraud the Commonwealth. They were also ordered to pay $100,332 reparation for the 
evaded revenue. The third co-accused was sentenced to 10 months for aid and abet  
charges under the Criminal Code Act 1995.

Table 7:  Tobacco detections in sea cargo and amount of duty evaded

2012–13 2013–14 2014–15

Number of detections 76 78 91 

Tobacco (tonnes) 183 183 150

Cigarettes (millions of sticks) 200  147 40

Duty evaded ($ million) 151 142 103

Equivalent tobacco weight (tonnes) 344 301 182

FIREARMS AND DISPOSALS 
The Service considers the identification and analysis of illicit firearm trafficking networks to be  
a high priority. The Service has strengthened its targeting regime and enhanced opportunities  
to make detections of illicit firearms. During 2014–15 there were a total of 1,775 undeclared 
firearms, firearm parts and accessories and magazines detected at the border. It is worth 
highlighting that through 2014–15, the number of undeclared handguns detected at the border 
has increased by almost 60 per cent including several deliberate attempts at concealing complete 
handguns through the International Mail Stream. 

In April 2012, ACBPS established the Firearms Intelligence and Targeting Team (FITT). The FITT 
targets different parts of the supply chain: before the border; at the border; and post border.  
It has significantly improved the sharing of intelligence available from a variety of partner agencies 
and its use to increase detections of illicit firearms at the border.

An early reform initiative delivered in 2013–14 was the creation of a new strategic partnership 
between the Service and the AFP. This strategic partnership continues to provide a collaborative 
approach to combating serious border crime and reinforces the operational links between  
both agencies. 
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3Table 8:  Number of undeclared detections of conventionala firearms and disposals, 
2012–13, 2013–14 and 2014–15

Firearms, parts  
and accessories

Replicas, air guns,  
parts and accessories

2012–13 2013–14 2014–15 2012–13 2013–14 2014–15

Detections of 
undeclared items

2,403 1,737 1,775 4,084 5,668 3,703

Disposals 586 151 121 2,711 4,190 24

a  The term ‘conventional firearms’ does not include firearm categories such as imitations, airguns, BB guns and paintball 
guns, but includes all other firearms.

Note:  The statistics for replicas, air guns, parts and accessories does not include paintball firearms, replicas of historical 
firearms such as flintlocks or other black powder firearms and all parts, accessories or magazines for the same.  
The significant increase from previous years is mostly due to three importations, each above 1,000 items  
(1,464; 4,368; 8,840 respectively) of ‘imitation firearms’. All were released on permit.

Firearms and other weapons also move across borders for a wide range of legitimate reasons, 
including law enforcement, security and sporting purposes. We are responsible for ensuring 
appropriate permissions are in place when firearms and other weapons are imported to, and 
exported from, Australia. 

We continue to work closely with the Attorney-General’s Department to improve existing controls on 
the importation of firearms, parts and ammunition and actively participate in the national Firearms 
and Weapons Policy Working Group, which provides advice to relevant Commonwealth, state 
and territory Ministers on firearms matters. We are also working closely with CrimTrac and the 
Firearms and Weapons Policy Working Group to implement the National Firearms Interface—a key 
recommendation from the Martin Place Siege Joint Commonwealth-New South Wales review.

IMPLEMENTATION OF THE NATIONAL  
BORDER TARGETING CENTRE
On 1 July 2014 the National Border Targeting Centre (NBTC) began operations. The NBTC is 
hosted by the Service and was officially opened by then Minister for Immigration and Border 
Protection, the Hon Scott Morrison MP, on 14 July 2014. 

The NBTC is a multi-agency facility where 10 border protection, regulatory, intelligence and 
law enforcement partner agencies are co-located and share information to provide a nationally 
coordinated, whole-of-government approach to operational border risk assessment and targeting. 
The NBTC also delivers real-time intelligence and targeting information to Strategic Border 
Command (SBC), which provides national coordination of the Service’s operational activity. 

The NBTC has built strong links with regional partners and targeting centres in the United States, 
Canada, the United Kingdom and New Zealand to improve knowledge of criminal syndicates  
with international links. 

The NBTC draws together and synthesises a range of data and information to deliver an improved 
national picture of risk across all vectors. This enables the NBTC to deliver fast and accurate 
assessments and targeting advice to support intervention activities across the border continuum. 
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DRUGS AND PRECURSOR STATISTICS 
The risk of movement of illicit drugs and precursors across the Australian border persists,  
and continue to be assessed as high. Detections of all major drugs at the Australian border 
increased in 2014–15, as did the detected weight of most major drug types. Illegal import, 
distribution, production and use of methamphetamine in Australia, in particular of the highly 
dangerous crystalline form of the drug known as ‘ice’, have been of major concern to the 
Australian Government, resulting in the creation of the whole-of-government National Ice Task 
Force. The National Ice Task Force charged with developing a national methamphetamine strategy 
to comprehensively address the problem. Dr Bradley Grant is the DIBP representative on the 
National Ice Task Force Secretariat. His role involves providing expert advice on border security 
issues and matters related to the production and international trafficking of ‘ice’ (See Bradley’s 
profile on pages 70–71). 

Amphetamine-type stimulants (ATS)—nearly all of them methamphetamine, mostly in crystalline 
form—have dominated illicit drug detections at the Australian border. More than half of the weight 
of all major drugs detected in 2014–15 was methamphetamine. The large majority of these 
detections were in cargo—both sea and air—and in the international mail environment. 

Drug importing syndicates have frequently concealed drug shipments in high volume entry 
streams—such as air cargo parcels and postal articles—exploiting the popularity of e-commerce 
and the significant growth in the volume of Australians purchasing legitimate goods overseas.

As detections of ready-to-use ATS has increased there has been a decrease in detections of 
drug precursors. MDMA has made a resurgence in the Australian illicit drugs market, effectively 
ending a shortage observed in preceding years. The high popularity of both methamphetamine 
and MDMA in Australia was reflected in 2014–15 in a border detection of a 2.8 tonne combined 
shipment of methamphetamine and MDMA in sea cargo. This shipment was the largest Australian 
detection of methamphetamine yet and the second largest Australian detection of MDMA. 

Although large shipments of drugs were detected in cargo, during 2014–15 criminal syndicates 
continued to send large numbers of comparatively small drug and precursor shipments in entry 
streams carrying high volumes of legitimate traffic.
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3Table 9:  Drug detections by mode of importation

Detections Weight (kg)a

2012–13 2013–14 2014–15 2012–13 2013–14 2014–15

Air passengers and crew

Cannabis 31 43 41 2.30 1.09 3.14

Cocaine 25 24 33 41.29 147.54 61.53

Heroin 37 22 12 88.36 56.03 21.11

MDMA (ecstasy) 1 8 5 0.08 7.64 2.39

ATSb 72 74 39 79.26 170.96 31.86

Precursorsc 173 219 154 215.63 127.87 52.78

PIEDsd 483 390 314 .. .. ..

Othere 790 753 647 .. .. ..

Cargo and postalf

Cannabis 3,597 2,795 4,908 19.25 161.81 57.04

Cocaine 1,978 1.493 1,748 358.40 96.72 307.38

Heroin 199 158 279 424.53 62.86 297.63

MDMA (ecstasy) 4,139 3,241 3,573 149.19 87.21 1,999.96

ATSb 1,926 2,291 3,440 2,059.28 1,641.36 3,390.96

Precursorsc 987 947 667 1,713.94 1,637.11 1,083.64

PIEDsd 9,875 6,495 7,067 .. .. ..

Othere 6,327 6,393 9,953 .. .. ..

Shipping and aircraftg

Cannabis 1 – – 0.00 – –

Cocaine – 1 – – 1.50 –

Heroin 1 – – 0.94 – –

MDMA (ecstasy) – – – – – –

ATSb – – – – – –

Precursorsc – – – – – –

PIEDsd – – – – – –

Othere – – – – – –

Total number of detections by drug type

Cannabis 3,629 2,838 4,949 21.55 162.90 60.18

Cocaine 2,003 1,518 1,781 399.69 245.76 368.91

Heroin 237 180 291 513.82 118.89 318.74

MDMA 
(ecstasy)

4,140 3,249 3,578 149.27 94.85 2,002.35

ATSb 1,998 2,365 3,479 2,138.54 1,812.32 3,422.82

Precursorsc 1,160 1,166 821 1,929.57 1,764.98 1,136.43

PIEDsd 10,358 6,885 7,381 .. .. ..

Othere 7,117 7,146 10,600 .. .. ..
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a  Weight shown may be the confirmed weight (if available) or the gross, net or estimated weight. Where the weight of 
detections of ATS, MDMA (ecstasy) and precursors was not available, an estimate of 0.29 grams per tablet was used. 
Estimated weight values for PIEDs and ‘other’ drugs are not shown as there is no consistent unit of measure available. 
Items in these categories can be measured in grams, volume, dose unit or capsules. 

b  ATS includes methamphetamine and amphetamine but excludes MDMA (ecstasy). 

c  Precursor figures refer to detections of chemical substances that are prohibited imports/exports that may be used in the 
manufacture of illicit drugs. Some precursors detected were likely not intended for the manufacture of illicit drugs but were 
active ingredients in health supplements, cold and flu preparations, herbal medicines and weight-loss products purchased 
on the internet. 

d  PIEDs include steroids, DHEA (dehydroepiandrosterone/prasterone) and hormones. 

e  ‘Other’ drug detections refer to stimulants other than cocaine or ATS, narcotics/analgesics other than heroin, psychoactive/
hallucinogens other than MDMA (ecstasy) or cannabis products, and all depressants and sedatives. Excludes precursors. 

f  Includes detections made from air cargo, sea cargo and international mail. 

g  Includes detections made from searches of sea passengers and crew, vessels and aircraft. 

Note:  The significance of an offence is based on the classification in the Customs Act 1901. Figures may vary from those 
previously published due to adjustments arising from administrative corrections, subsequent chemical analysis and 
further information received from the AFP. Detections subject to ongoing investigations (including controlled deliveries) 
might not appear. 

Table 10:  Number and weight of amphetamine-type stimulants and crystalline 
methamphetamine (ice) detections

Detections Weight (kg)a

2012–13 2013–14 2014–15 2012–13 2013–14 2014–15

ATSb 914 988 1,758 692.30 376.98 807.73

Crystalline 
methamphetamine 
(ice)c

1,084 1,377 1,721 1,446.24 1,435.34 2,615.09

a  Weight shown in the above table is an estimate. Weight is calculated using 0.29 grams per tablet where a weight  
was not available. Some small quantity shipments of ATS do not have weight recorded, so these weight figures  
are slightly under-estimated. 

b  ATS includes amphetamines and methamphetamines in liquid, capsule, paste, powder or tablet form.  
Figures do not include MDMA (ecstasy) or crystalline methamphetamine (ice). 

c  Crystalline methamphetamine is shown separately, but would usually be included in ATS figures. 

Note:  Figures may vary from those previously published due to adjustments arising from administrative corrections,   
subsequent chemical analysis and further information received from the AFP. Also, detections subject to  
ongoing investigation (including controlled deliveries) might not appear.
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3Table 11:  Number and weight of precursor-type drugs by mode of importation

Detections Weight (kg)a

2012–13 2013–14 2014–15 2012–13 2013–14 2014–15  

Air passengers and crew

Precursor for ATSb 172 218 147 215.51 127.84 51.76

Precursor for LSDc – – – – – –

Precursor for  
GHB (fantasy)d

– 1 1 – 0.03 1.00

Precursor for  
MDMA (ecstasy)e

1 – 6 0.12 – 0.03

Other – – – – – –

Cargo and postalf

Precursor for ATSb 886 815 473 1,485.49 1,379.48 449.06

Precursor for LSDc 4 7 8 0. 08 0. 16 0.25

Precursor for  
GHB (fantasy)d

74 102 156 219. 97 252.56 346.12

Precursor for  
MDMA (ecstasy)e

11 4 11 7.86 1.24 287.98

Other 12 19 19 0.54 3.67 0.23

Total number of interceptions of precursor type drugs

Precursor for ATSb 1,058 1,033 620 1,701.00 1,507.32 500.82

Precursor for LSDc 4 7 8 0. 08 0.16 0.25

Precursor for GHB 
(fantasy)d

74 103 157 219.97 252.59 347.12

Precursor for MDMA 
(ecstasy)e

12 4 17 7.98 1.24 288.01

Other 12 19 19 0.54 3.67 0.23

a  Weight may be confirmed weight (if available) or gross, net or estimated weight. Where the weight of detections  
of ATS and MDMA (ecstasy) was not available, an estimate of 0.29 grams per tablet was used. 

b  Precursors for ATS include ephedrine, ma huang/ephedra, phenyl-2-propane (P-2-P), phenylactic acid, 
phenylpropanolamine/norephedrine, pseudoephedrine. 

c  Precursors for LSD includes ergometrine and ergotamine. 

d  Precursors for GHB (fantasy) include gammabutyrolactone (GBL). However, GBL is also subject to abuse in its  
own right, and is treated as a narcotic substance under customs legislation. 

e  Precursors for MDMA (ecstasy) may also be precursors to related drugs such as 3,4-methylenedioxyamphetamine 
(MDA) or 3,4-methylenedioxy-N-ethylamphetamine (MDEA), and includes piperonal, safrole, isosafrole, and 3,4 
methylenedioxyphenyl-2-propanone (MDP-2-P). 

f  Includes detections made from air cargo, sea cargo and international mail.

Note:  Precursor figures refer to detections of chemical substances that are prohibited imports/exports that may  
be used in the manufacture of illicit drugs. Some of the precursors detected were likely not intended for the   
manufacture of illicit drugs, but were active ingredients in health supplements, cold and flu preparations,  
herbal medicines and weight-loss products purchased on the internet. 

 Figures may vary from those previously published due to adjustments arising from administrative corrections,   
subsequent chemical analysis and further information received from AFP. Also, detections subject to ongoing   
investigation (including controlled deliveries) might not appear. 
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Table 12:  Interceptions of performance and image enhancing drugs

2012–13 2013–14 2014–15

Air passengers and crew

Steroids 415 308 278

Hormonesa 68 82 36

Cargo and postalb

Steroids 6,399 5,019 5,379

Hormonesa 3,476 1,476 1,688

Otherc

Steroids – – –

Hormonesa – – –

Total

Steroids 6,814 5,327 5,657

Hormonesa 3,544 1,558 1,724

a  Includes detections of erythropoietin, darbepoetin alpha and natural and manufactured gonadotrophins. 

b  Includes detections made from air cargo, sea cargo and international mail. 

c  Includes importations via sea passengers and crew, vessels, aircraft and detections arising from post-border operations. 

Note:  Figures may vary from those previously published due to adjustments arising from administrative corrections, 
subsequent chemical analysis and further information received from the AFP. Also, detections subject to ongoing 
investigation (including controlled deliveries) might not appear. 
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3Table 13:  Total number of detections and weight by drug types

Detections Weight (kg)a

2012–13 2013–14 2014–15 2012–13 2013–14 2014–15 

Commercial

Cannabis – 1 – – 125.90 –

Cocaine 17 18 53 342.92 163.33 264.10

Heroin 24 22 29 476.10 76.92 260.73

MDMA (ecstasy) 1 24 16 117.00 47.91 1,942.35

ATSb 139 415 696 2,056.15 1,632.57 3,180.84

Marketable

Cannabis 16 40 31 1.48 2.14 3.96

Cocaine 1,271 1,084 1,241 56.03 82.00 104.31

Heroin 144 124 202 37.66 41.94 57.96

MDMA (ecstasy) 4,052 3,167 3,485 32.25 46.93 59.98

ATSb 1,299 1,629 2,377 81.87 179.47 241.58

Less than marketable

Cannabis 3,613 2,797 4,918 20.07 34.86 56.22

Cocaine 715 416 487 0.75 0.42 0.50

Heroin 69 34 60 0.06 0.02 0.05

MDMA (ecstasy) 87 58 77 0.02 0.01 0.02

ATSb 560 321 406 0.52 0.28 0.40

Total number drug detections

Cannabis 3,629 2,838 4,949 21.55 162.90 60.18

Cocaine 2,003 1,518 1,781 399.69 245.76 368.91

Heroin 237 180 291 513.82 118.89 318.74

MDMA (ecstasy) 4,140 3,249 3,578 149.27 94.85 2,002.35

ATSb 1,998 2,365 3,479 2,138.54 1,812.32 3,422.82

a  Weight may be confirmed weight (if available) or gross, net or estimated weight. Where the weight of detections  
of ATS and MDMA (ecstasy) was not available, an estimate of 0.29 grams per tablet was used. 

b  ATS includes methamphetamine and amphetamine but excludes MDMA (ecstasy). 

Note:  Significance of offence is based on the classification in the Customs Act 1901. Figures may vary from those previously  
published due to adjustments arising from administrative corrections, subsequent chemical analysis and further   
information received from the AFP. Also, detections subject to ongoing investigation (including controlled   
deliveries) might not appear. 
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Staff Profile
DR BRADLEY GRANT 
Director  
Serious and Organised Crime Intelligence 
Intelligence Division 

Brad joined the Service in 2002 and is currently on secondment to the National Ice Task  
Force Secretariat team located in the Department of the Prime Minister and Cabinet (PM&C).  
The Secretariat provides a high level of support to task force members. It comprises staff  
from several Commonwealth agencies. Brad’s role is to provide expert advice on border security 
issues and matters related to the production, trafficking and importation of ice and substances 
used in its manufacture. On a daily basis he works with the team to prepare an interim report  
for the Prime Minister that will be used to help develop the National Ice Action Strategy. 

Highlights from Brad’s Service career include delivering intelligence and targeting training 
packages for staff from the Hong Kong and China customs agencies in 2007 and 2009.  
These training programmes helped to establish trust between Chinese authorities and ACBPS  
and have created a pathway for continuing cooperation between the agencies. A more recent 
highlight has been the increased level of confidence that colleagues in partner agencies have 
shown in the ACBPS strategic intelligence capability. They now actively seek the Service’s 
intelligence assessments on issues of common interest.

Brad’s substantive role within the Strategic Intelligence Branch requires a high degree of internal 
consultation with strategic policy, programme management and operational areas in the Portfolio, 
and with partner agencies such as the AFP and the Australian Crime Commission (ACC). 

He is excited by the integration of the Service and DIBP because it will offer access to a wider 
range of information on the overall intelligence picture. Intelligence Division now has to think  
about a wider spectrum of threat and risk issues that are related to the immigration side of  
border control, which he finds exciting. From a personal perspective, Brad is pleased to  
have the opportunity to meet new staff and learn about career opportunities in immigration 
operations that he hadn’t previously considered. 

Brad is proud to work for the Immigration and Border Protection Portfolio as it is helping  
to manage a national asset and plays a critical role in protecting the Australian community.
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Programme 1.2: Border Management

The Border Management programme provides the legislative and policy framework that  
underpins our Border Enforcement activities. Effective border management is delivered by 
regulating and facilitating legitimate trade through: 

• strategy, legislation and policy that supports the movement of travellers and trade across  
the border, enables the collection of duties and taxes and supports Australian industry 

• improving economic competitiveness and productivity by fostering rapid movement and upon 
border entry or exit 

•  undertaking domestic and international engagement to support the development and delivery  
of customs and trade strategy, policy and systems and delivery of border management services 

•  ensuring compliance with border controls and the requirements of systems and processes. 
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Table 14:  Programme 1.2: Border Management—performance against PBS/PAES  

targets, 2014–15

Deliverables Targeta Actual Target met

Customs broker licencesc

Number of applications receivedb – 83 –

Number issuedb – 44 –

Customs depot licencesc

Number of applications receivedb – 91 –

Number issuedb – 56 –

Customs warehouse licencesc

Number of applications receivedb – 78 –

Number issuedb – 81 –

Number of tariff classification, 
valuation and rules of origin advices 
completedb

– 3,105 –

Compliance activitiesc

Number of customs cargo  
control checksb,d

– 23,716 –

Targeted import/export declarations 
assessed pre-clearanceb

– 130,342 –

Import/export declarations 
assessed pre-clearance through 
general monitoring programme

7,000 7,041 –

Import/export declaration lines 
assessed as a result of voluntary 
disclosuresb

– 321,770 –

Number of customs import  
declarations finalised

3.7m 3.8m ü

Number of export declarations finalised 1.41m 1.43 ü

Number of imported air cargo 
consignments reported

34.7m 33.6m û

Number of imported sea cargo reports 3.0m 3.0m ü

a  Targets may be performance targets, service level targets or estimates. 

b  Performance cannot be forecast reliably. 

c  These measures appear in both Programmes 1.2 and 1.3 as they support both programmes. 

d  Customs cargo control and compliance activity conducted at wharves, airports, depots, warehouses  
and cargo terminal operators. 
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Table 15:  Programme 1.2: Border Management KPIs

Key performance indicators Targeta Actual Target met

Proportion of customs broker licence 
applications processed in accordance  
with client service standardsc

100% 97.73% û

Proportion of depot licence applications 
processed in accordance with client  
service standardsc

100% 88.10% û

Proportion of warehouse licence applications 
processed in accordance with client service 
standardsc

100% 78.67% û

Proportion of tariff classification, valuation  
and rules of origin advices completed in 
accordance with client service standard

85% 37% û

Number of external merit and judicial review 
applications on matters, including tariff 
classification under Schedule 4 of the Customs 
Tariff Act, valuation or rules of origin finalised 
during the performance period where the  
duty was paid under protest under section  
167 of the Customs Act 1901b

– 22 –

Number of external merit and judicial review 
applications finalised that overturned an ACBPS 
administrative review decision where the duty 
was paid under protestb

– 2 –

Proportion of compliance activities identifying a significant control breachc

ACBPS cargo control checksb,d – 3.3% –

Targeted import / export declarations 
assessed pre-clearanceb

– 13.0% –

Proportion of cargo (total bills) reported in line with legislated timeframes

Sea cargob – 92.1% –

Air cargob – 92.3% –

Sanctions other than prosecutions

Number of infringement notices servedb,c – 1,227 –

Number of licences cancelledb – 1 –

Availability of electronic cargo systems to 
ACBPS clients (excluding scheduled outages)

99.7% 99.98% ü

Proportion of electronically lodged cargo documents where a response message  
is transmitted within client service standards

     Non-batched (5 minutes) 98% 98.65% ü

     Batched (15 minutes) 98% 96.84% û

a  Targets may be performance targets, service level targets or estimates

b  Performance cannot be forecast reliably. 

c  These measures appear in both Programmes 1.2 and 1.3 as they support both programmes. 

d  ACBPS cargo control and compliance activity conducted at wharves, airports, depots, warehouses  
and cargo terminal operators. 
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3Table 16:  Explanation of shortfall against target in Programme 1.2

Deliverable or KPI not met Explanation of shortfall

Number of imported air cargo 
consignments reported

The target is a projection based on anticipated trade 
activity and was overstated by approximately 3 per cent.

Proportion of customs broker licence 
applications processed in accordance 
with client service standards

In 2014–15 there was one broker licence application that 
was not processed within the service standards due to 
delays in finalising the fit and proper check.

Proportion of depot licence 
applications processed in accordance 
with client service standards

The finalisation of fit and proper checks and the need to 
strengthen security at some premises prior to granting 
licences resulted in some applications being finalised 
outside the client service standards.

Proportion of warehouse licence 
applications processed in accordance 
with client service standards

The finalisation of fit and proper checks and the need to 
strengthen security at some premises prior to granting 
licences resulted in some applications being finalised 
outside the client service standards.

Proportion of tariff classification, 
valuation and rules of origin advices 
completed in accordance with client 
service standard

Staff shortages due to attrition and recruitment 
restrictions impacted on the ability to meet the 
workloads experienced during 2014–15. There are 
recruitment processes underway that aim to further 
improve outcomes.

Proportion of electronically lodged 
cargo documents where a response 
message is transmitted within client 
service standards: batched (15 
minutes)

This measure is directly impacted by the number 
of messages transmitted by international freight 
organisations. The Department is unable to influence 
how message volumes will continue to rise in the future. 
It is not critical to address the performance shortfall at 
this point as the delayed responses have no impact on 
cargo clearance times or the Industry more broadly.

INTERNATIONAL AND MAJOR EVENTS
The Service played an integral role in the success of Australia hosting a number of major  
and international events in 2014–15. Our behind-the-scenes work, planning and the support  
we provided to organisers and partner agencies helped to deliver world-class events.

G20
The G20 Summit on 15 and 16 November 2014 in Brisbane was one of the most significant 
events yet hosted by Australia, both in terms of global importance and scale. There were 
thousands of delegates, including the leaders of the 20 member nations, representatives  
of invited guest nations and international organisations, foreign media and supporting staff. 

Coordination across multiple agencies was critical to the success of the summit in what was  
truly a whole-of-government endeavour. ACBPS officers contributed their expertise and advice  
on border security and facilitation matters to expedite the movement of delegates, invitees and 
their support staff, together with their specialised cargo.
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In addition to its facilitation work, the Service worked with the DFAT and Treasury to develop new 
policy commitments for the Comprehensive Growth Strategy: Australia that was made public at 
the G20. Key policy commitments for the Service included: 

• At the border, Australia will support the enhancement of supply-chain efficiency and  
more seamless trade. 

•  The Portfolio will establish a Trusted Trader programme to foster legitimate trade. Under this 
programme, low-risk frequent traders and industry partners exporting to Australia will benefit 
from reduced border compliance costs. 

•  Australia is further opening trade as a result of concluding high-quality free trade agreements 
(FTAs) with Japan (JAEPA) and Korea (KAFTA). 

•  Australia will lead by example by implementing and ratifying the World Trade Organization 
Agreement on Trade Facilitation as soon as possible to achieve lower trading costs and  
reduce the regulatory burden for business. 

The G20 highlighted the vital role the ACBPS played in ensuring the security of our national 
borders and the safety of those who cross them. 

ASIAN CUP AND CRICKET WORLD CUP 2015
ACBPS played a key role in ensuring the success of two major international sporting events:  
the Asian Cup (9–31 January 2015), and the International Cricket Council (ICC) Cricket World 
Cup (14 February–29 March 2015). The Asian Cup, hosted by Australia, was reportedly the most 
watched Asian Cup yet, making it a notable achievement in Australian sporting history. The Cricket 
World Cup, jointly hosted by Australia and New Zealand, was one of the biggest global sporting 
events of 2015. It was staged in 14 locations across Australia and New Zealand, which added  
to the complexity of arrangements for the event and underlined the importance of the guidance 
that the Service provided.

Planning for these two events spanned 18 months. The collaboration between the ACBPS, 
industry, the Australian Department of Health and our New Zealand counterparts delivered 
excellent results. The ACBPS provided policy advice and guidance on moving people and their 
belongings across the border. The advice ranged from information about bringing personal 
medication in travellers’ baggage to requirements for importing match supplies and equipment. 

The events’ organising committees used the advice and guidance to develop travel and clearance 
arrangements for players and teams, sporting officials, tourists and the media. In this way the 
ACBPS made an important contribution to the events’ success. 

INDUSTRY SUMMIT 
The first ACBPS Industry Summit was in Sydney on 18 August 2014. Some 150 industry 
stakeholders attended, along with representatives of the Department of Agriculture, DFAT and 
the Department of Industry. The summit gave those attending a valuable opportunity to explore 
how government and industry can work in partnership to contribute to Australia’s productivity 
and economic competitiveness. The summit had three objectives: to raise discussion between 
the Service and industry to a more strategic level, to engage broadly with a group of industry 
representatives and forge new relationships, and to hold comprehensive consultations on all 
reform initiatives with industry stakeholders.

Themes that emerged from the summit included enhancing industry’s border experience, and 
forward thinking and building for the future. The success of the inaugural summit will be used  
to develop work programmes and advice to the Australian Government on future directions. 
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3SIGNIFICANT POLICY INITIATIVES
The Service continued to facilitate and support legitimate travel and trade, and prevented, 
prohibited or high-risk goods entering Australia through the development of legislation,  
policy and procedures. 

SUNSETTING OF THE CUSTOMS REGULATIONS 1926
Provisions within the Legislative Instruments Act 2003 resulted in the Customs Regulations 1926 
(the 1926 Regulations) being scheduled to lapse on 1 April 2015. Unless legislative action was 
taken, the 1926 Regulations would have ceased to have effect after that date, and this would 
have adversely affected the movement of travellers and goods across the Australian border. 

As the 1926 Regulations were nearly 90 years old and individual sections had undergone 
numerous amendments, they were subjected to a comprehensive review. A preliminary review  
and assessment in 2013 showed that most of the regulations were found to be operating 
effectively and efficiently. After the preliminary review, the Service worked with the Office of 
Parliamentary Counsel and other interested Government agencies to prepare new regulatory 
instruments. In doing so, the Service undertook extensive consultations with industry,  
the community and other Australian Government departments. 

The review resulted in redundant provisions being repealed, the language being simplified  
and provisions that were difficult to navigate being restructured. For items covered by the  
new regulations, stakeholders now have modern, fit-for-purpose instruments to use for  
their interactions with the Portfolio.

SUPPORTING INTERNATIONAL SERVICES  
AT EMERGING AUSTRALIAN AIRPORTS
The Australian Government has expressed an ongoing commitment to supporting international 
air services at locations other than Australia’s major gateway airports. While the Gold Coast 
International Airport was the last international airport created (in the 1990s), regional airport 
operators in, for example, Queensland, are increasingly including international services in their 
future planning. Consequently, the ACBPS has been working closely with industry stakeholders  
in developing international service arrangements at a number of Australia’s emerging airports  
for some years. 

As a result of recent Government initiatives, the Portfolio and its border agency partners are able 
to provide dedicated resources to the Sunshine Coast and Townsville airports. The certainty this 
provides will enable these airports to establish and expand their international operations. 

The ability of the ACBPS and its border agency partners to support international services at these 
airports and other aspiring international airports will provide industry and travellers with more 
options for international travel, while unlocking additional tourism and regional development.  
While doing so the Service has continued to maintain a strong presence at the border,  
maintaining Australia’s security. 

PSYCHOACTIVE SUBSTANCES
The fight against illegal drug use and its damaging effects on Australian society has continued 
to be a high priority for the Service. In March 2015 an important component of this fight saw 
legislation enacted to make it illegal to import new psychoactive substances (NPS) or substances 
represented as alternatives to illegal drugs. 
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The legislation, which will come into effect late in 2015, will also give officers the power to search 
for and seize such substances. The new controls will provide a means of capturing substances 
that are potentially harmful but are not yet listed as border controlled drugs or prohibited imports. 
The flexibility of these measures will target synthetic drugs, a class of substances that is evolving 
quickly and has been responsible for several deaths in Australia in recent years. Success in 
developing the policy involved the Service working closely with a range of partner agencies, 
including the Attorney-General’s Department, the Department of Health and the AFP.

FREE TRADE AGREEMENTS—JAPAN AND KOREA 
During the year ACBPS worked closely with DFAT and across Government to progress 
negotiations on a range of bilateral and multilateral free trade agreements (FTAs), including the 
China-Australia FTA, the Trans-Pacific Partnership Agreement (TPP), the Pacific Agreement on 
Closer Economic Relations Plus and the Regional Comprehensive Economic Partnership (RCEP). 
During negotiations the Service provided technical advice to ensure that obligations relating 
to trade in goods could be implemented and would promote trade in line with the Australian 
Government’s focus on achieving trade facilitation through comprehensive, high-quality  
trade agreements. 

At the end of 2014 and the beginning of 2015 the Service provided information sessions  
on the Rules of Origin component of Australia’s two most recent free trade agreements,  
the Korea-Australia Free Trade Agreement (KAFTA) and the Japan-Australia Economic  
Partnership Agreement (JAEPA). These sessions aimed at educating the import and export 
community about the benefits and requirements of the new FTAs before they came into force.  
This was designed to ensure that they were used appropriately and fully.

The information sessions were held in major capital cities and were well received, with more 
than 1,000 brokers, importers and exporters attending. In addition to providing information the 
sessions were Continuing Professional Development Accredited for three points in the Professional 
Brokerage Skills stream for licensed customs brokers. Given the positive response from attendees 
and the success of these sessions, it is intended to provide similar sessions on new FTAs before 
they come into force.

KAFTA came into force on 12 December 2014. The second round of tariff cuts on originating 
Korean and Australian goods was implemented on 1 January 2015. JAEPA came into force  
on 15 January 2015 with the second round of tariff cuts on originating Japanese and Australian 
goods implemented on 1 April 2015. 

TRUSTED TRADER PROGRAMME
The Trusted Trader programme (TTP) is a flagship initiative that takes a comprehensive approach 
covering trade compliance and supply-chain security for importers and exporters and all 
participants in the international logistics chain. This is pioneering work, as many other similar 
programmes around the world focus on either trade compliance or supply-chain security,  
and do not cover both. 

During 2014–15, the Trusted Trader Branch undertook extensive research and engagement 
both domestically and internationally to develop policy and amendments to existing legislation 
and regulations to support the introduction of the programme. An Industry Advisory Group 
was established to co-design the development and implementation of the TTP, and an external 
consultant with experience in establishing similar programmes internationally was engaged to 
assist in the design. In addition, ongoing consultation with our international network and partner 
agencies such as the Department of Agriculture and the Office of Transport Security continues  
to ensure a harmonised approach at the border, minimising duplication for trusted partners. 
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3The TTP will change the approach to compliance and targeting work. It aims to strengthen 
security and trade compliance, as well as allowing officers to identify and remove low-risk traders 
from the risk assessment pool. Overall, this will enable the Portfolio to focus on high-risk and 
unknown entities and goods. The TTP will profoundly affect, and encourage improvements to, 
Australian businesses’ supply-chain security and trade compliance, as these are the two pillars  
of accreditation for the programme. 

The TTP will more broadly:

•  contribute to the overall economic competitiveness of Australian industry and the  
Australian economy

•  increase market access for Australian exporters

•  promote proactive and voluntary trade compliance among Australia’s traders

•  enhance supply-chain security throughout the border continuum—pre-border,  
at the border, and post-border. 

The TTP will formally align Australia’s security standards with the World Customs Organization’s 
SAFE Framework of Standards to secure and facilitate global trade. This will provide for mutual 
recognition of global Authorized Economic Operator programmes and build on the initiative  
many industry members are taking to align with these standards. 

Finally, the TTP will reward trade compliance. We will no longer simply punish non-compliance,  
but recognise and reward companies with a good track record that have practices in place  
to ensure continued high performance. 

The TPP will begin on 1 July 2015 with a pilot phase. Initially this phase will include four pilot 
partners and their supply chains with a focus on exported containerised sea cargo. The pilot 
phase will rapidly expand to include importers and air cargo, and at the end of 12 months the 
Portfolio anticipates working with up to 40 Australian traders and their respective supply chains.

INTELLECTUAL PROPERTY IDEAS SUMMIT 
Australia has a robust legislative framework to address the importation of counterfeit goods. 
This framework was further improved when border reforms from the Intellectual Property Laws 
Amendment (Raising the Bar) Act 2012 began in April 2013. However, there is continuing 
domestic and international pressure for customs authorities worldwide to take a more active  
role in enforcing intellectual property (IP) rights. 

In recognising these pressures and the continuing growth in counterfeit trade, the ACBPS staged  
an Ideas Summit in September 2014 to consider additional and alternative options for detecting  
IP infringements at the border. The summit brought together entities that are proactive in their 
anti-counterfeiting approach. It aimed to devise strategies to improve IP processes and  
consider other methods of intervention.

The summit was attended by representatives from IP Australia, law firms, private investigation 
firms and industry members. All participants were positive in their response to the summit.  
A number of strategies are being examined to establish the feasibility of implementing 
improvements in this area. 

The number of Notices of Objection in place at 30 June 2015 was 675. In 2014–15 the Service 
made 1,789 seizures of counterfeit goods, involving 561,045 items, estimated to have a retail 
value of more than $23 million.
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Staff Profile 
JUDY COTTERILL 
Tariff Advisor 
Trade Branch 
Trade, Customs and Industry Policy Division

Judy joined the Service on 11 June 1973 and has worked in numerous roles, including her current 
area of trade policy and negotiation. On an average day Judy could be working on changes to 
legislation relating to the tariff, working with the Treasury on fuel legislation or with DFAT on free 
trade agreement legislation. In recent times she has been involved in preparing the legislation for 
Australia’s free trade agreements with Japan and Korea.

Judy has been the Project Lead for the Implementation of the Harmonized System changes 
in 2002, 2007 and 2012. The Harmonized System of tariff classification is an internationally 
standardised system of names and numbers to classify traded products and its use significantly 
reduces the costs related to international trade. Judy has also travelled to Brussels as the 
Service’s representative at the Harmonized System Committee and Review Sub-Committee. 
The highlight of this experience was being able to participate in an international forum and have 
the opportunity to discuss the Harmonized System and other customs matters with like-minded 
customs officers from around the world. 

Judy is particularly proud of the high standard of integrity and professionalism shown by the 
people she works with. 

8181
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COMBATTING ILLEGAL TRADE
Australia is committed to combatting illegal trade in goods. We work collaboratively with our 
domestic and international partners to administer the prohibited import and export regulations  
to stop trade in environmentally and culturally significant items.

WCO WORKSHOP—COMBATTING ILLEGAL TRADE  
IN ENVIRONMENTALLY REGULATED GOODS
ACBPS participated in the World Customs Organization (WCO) workshop on combatting the 
illegal trade in environmentally regulated goods in Malacca, Malaysia, in May 2015. This event  
was convened to discuss, share and learn about the issues facing customs agencies when 
dealing with environmentally regulated goods at the border. Representatives from 26 countries 
from the Asia–Pacific region attended the workshop. The Service’s regulatory and enforcement 
capabilities were presented as a learning platform for workshop representatives.

HANDING BACK CULTURAL HERITAGE ITEMS TO CHINA
In June 2013 the Service suspected that a statue being imported from the United States was a 
significant Chinese cultural item. It referred the matter to the Commonwealth Attorney-General’s 
Department for advice. The Government of the People’s Republic of China confirmed that the 
item was culturally significant and asked for it to be returned to China. The item was subsequently 
seized by ACBPS on behalf of the Attorney-General’s Department and in March 2015 the statue 
was formally returned to the Chinese Government. The handing-over was attended by the 
Commonwealth Attorney-General, Senator the Hon George Brandis QC, and the Ambassador  
for the People’s Republic of China, His Excellency Zhaoxu Ma. 

GOVERNMENT RESPONSE TO COMMITTEE REPORT 
ON THE COUNTER-TERRORISM LEGISLATION 
AMENDMENT (FOREIGN FIGHTERS) BILL 2014—
RECOMMENDATION 33 
A key measure of the Counter-Terrorism Legislation Amendment (Foreign Fighters) Act 2014  
was amending the Customs Act 1901 to strengthen the detention powers of ACBPS officers.  
This included a new power where an officer can detain a traveller if the officer is satisfied on 
reasonable grounds that the person is, or is likely to be, involved in an activity that is a threat  
to national security or the security of a foreign country. 

The Parliamentary Joint Committee on Intelligence and Security’s report on this legislation 
recommended that information on the frequency of the use of Customs Act 1901 detention power  
be included in the ACBPS annual report. The committee also recommended that the Service 
provide notice to the Ombudsman within seven days when an officer exercised the power to 
refuse contact with a family member, or other person, on the grounds of national security,  
security of a foreign country, safeguarding law enforcement processes or to protect the life  
and safety of another person. The Government supported this recommendation. 

At 30 June 2015, officers had not exercised this new detention power. However, the Portfolio  
has put in place mechanisms to ensure that it provides notice to the Ombudsman within the 
required timeframe in the event that the new power is used. 
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UNIT TEAMS AT AUSTRALIA’S EIGHT MAJOR 
INTERNATIONAL AIRPORTS
The Australian Government has provided the ABF with funding of AUD $49.6 million over four 
years to establish Counter Terrorism Unit (CTU) teams at Australia’s eight major international 
airports. As part of this funding, the ABF will deploy an additional 80 officers across the eight 
major international airports along with x-ray and trace detection technologies, and secure 
accommodation and communication equipment.  

CTU teams commenced operations on 22 August 2014 at Sydney and Melbourne airports and 
were operating at all eight major international airports—Sydney, Melbourne, Brisbane, Perth, 
Cairns, Gold Coast, Adelaide and Darwin—by 30 September 2014. 

From 31 December 2014, CTU officers were exempt under the Aviation Transport Security Act 
2004 from airport security screening and were permitted to carry Personal Defensive Equipment 
including firearms in an airport. 

Since their deployment on 22 August 2014, the CTU teams have successfully intercepted a 
number of people of national security concern, including preventing a number of minors from 
travelling to the conflict areas in Syria and Iraq. Upon examination of persons of concern, the CTU 
teams have found evidence of significant movements or attempted movements of large sums of 
cash, and images and material of an extremist nature. Some cases have resulted in the imposition 
of infringement notices, while others are the subject of ongoing investigations.

In the 2014–2015 financial year the CTU has:

•  assisted in 336 passenger offloads 

•  conducted 133,368 real time assessments

•  conducted 9,201 patrols.
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CREATION OF THE INVESTIGATIONS DIVISION
The Investigations Division has been established to integrate four existing branches from DIBP  
and ACBPS under a single operational command structure. Investigations Division is positioned 
within the Australian Border Force (ABF), to provide a specialist investigation and enforcement 
capability that will target, respond to, disrupt and resolve:

•  national security threats

•  serious or complex border crime from single incidents to complex organised crime

•  systemic vulnerabilities in the trade and migration systems. 

The division is designed to provide the Portfolio with a specialist investigation and enforcement 
capability that can be deployed against individuals, organisations or networks that seek to harm 
the Australian community or economy through threats, crime and abuse of border law and 
systems. In its integrated approach, the division will draw on the broad set of powers provided 
under the Migration Act 1958 (Cth), Citizenship Act 2007 and Customs Act 1901 and other 
border-related laws.

Investigations Division will be the lead area for all investigation-related activities in partnership  
with broader policy responses, to a number of programmes and whole-of-government strategies. 
The division will achieve this through collaboration with key internal stakeholders, including 
Intelligence, Policy, and Border Management divisions, Strategic Border Command, Visa and 
Citizenship Programme Management, and the Complex Case Management Division from the  
Visa and Citizenship Services Group. 
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On 2 March 2015 the National Security Branch (NSB) was created within the Investigations 
Division. The NSB has a specialist investigation and enforcement capability to deal with national 
security risks directly linked to or associated with the movement or potential movement of 
travellers or goods into or out of Australia. 

It provides the Portfolio with increased capacity and flexibility to deal swiftly with risks to national 
security across the entire border continuum. The NSB contributes to the Australian Government’s 
national security efforts through the reorganisation and enhancement of functions previously 
delivered by DIBP and the ACBPS. 

The NSB is working on clearly defining command, control and coordination arrangements over 
national security investigations and other operational responses by leading, authorising or setting 
the priorities for those responses.

The NSB works collaboratively with partner agencies in the national security and law enforcement 
community to prevent, detect and deter violations of Australia’s national security and border laws.
The branch provides partners with a single, trusted and secure point of entry to the Portfolio for 
national security operational matters. 
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Staff Profile
GARRY MUIR 
Customs Director 
ICE SIP Operational Support 
Investigations Division

Garry and his team in Investigations Training and Standards play a crucial role in ensuring that 
Australian Border Force investigators receive contemporary training of the highest quality. Garry’s 
days typically consist of meeting internal and external stakeholders who are seeking assistance, 
as clients or partners, to help the Portfolio achieve its objectives. He invests a lot of time in making 
sure his team is providing the best advice and support to investigations officers at the front line to 
ensure that they are adequately equipped to meet any challenge they encounter while undertaking 
their duties. 

Garry feels privileged to be in a role where he can pass on the knowledge he has gained during 
his law enforcement career, which has included service with the NSW Police, Australian Bureau of 
Criminal Intelligence, Therapeutic Goods Administration and the ACBPS Investigations Division. 

One of his proudest achievements is his team’s recent delivery of the first Border Force 
Investigations Course (BFIC)—an eight-week programme conducted at the AFP Training College 
in Canberra. The training has been highly praised by participants, partner agencies and the 
Portfolio’s Executive and is now the benchmark for investigator training. A key reason for the 
BFIC’s success was the strong relationship that has been built with the AFP. 

Garry is excited about the opportunities that integration will provide. He is sure that the Portfolio 
will soon be recognised as a world leader in how agencies target serious threats to the border. 

‘The majority of my professional life has been working in law enforcement,’ he said. ‘It is satisfying 
to know that with the new Department and, in particular, the Australian Border Force, this will 
continue. I feel privileged to be part of this as I am confident that we will be one of the success 
stories of the Commonwealth.’ 
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CREATION OF THE OPERATIONAL  
STRATEGIES BRANCH
The Operational Strategies Branch was established on 3 March 2015 and is responsible for 
operational planning, including the development and management of the enforcement strategies 
that will drive the Australian Border Force (ABF) operational activity and inform divisional and 
branch plans. It is responsible for developing enforcement operational policy and the coordination, 
management, development and maintenance of standard operating procedures, as well as 
ongoing quality management and performance improvement activities. 

Once the operational priorities are established, the branch is responsible for coordinating the 
enforcement strategies that will dictate how those priorities will be met. The strategies describe 
how the ABF will respond operationally in terms of the results it will seek to achieve, the goals set 
for each area, the types and balance of approaches to be used, and the performance measures 
that will allow results to be monitored. Planning will include determining the mix of prevention, 
disruption, containment, enforcement and other actions that are deemed most effective to meet 
the operational priorities and purposes. Enforcement strategies will then dictate the balance of 
activity across different operational responses and strategic decisions on the mix of different 
operational activity that the ABF will seek to use. 

For example, the strategies will determine the balance among investigation, enforcement, 
prevention work, disruption and other measures that is believed to provide the best means  
of achieving the desired effects. In some cases the best approach might be to disrupt and  
prevent the threat ahead of the border, with activity weighted towards intelligence and  
investigation to identify networks involved and to disable their activities. In other situations  
a strategy of containment and response might be used to lessen the threat, such as educating 
users and stakeholders regarding their obligations to comply with the border laws and regulations 
and using targeting techniques to stop and inspect things at the border. 
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This programme is a continuation of former Programme 1.5 (Border-Related Revenue Collection) and 
maintains its focus on the collection of revenue at the border and associated assurance activities. 

The Border Revenue Collection programme ensures the effective collection of revenue at the 
border by:

• providing assurance that the customs duty, indirect taxes and charges payable on imported 
goods are correctly assessed, reported and paid, and that revenue concessions, exemptions 
and refunds are correctly applied

•  administering the Tourist Refund Scheme and collecting the Passenger Movement Charge

•  ensuring compliance with border revenue requirements. 

The business functions that contribute to this programme include the collection of customs duty, 
Passenger Movement Charge (PMC) and the Import Processing Charges (IPCs). In addition,  
this programme comprises functions associated with the collection of revenue for other agencies, 
including administering the collection of the Goods and Services Tax (GST), the Luxury Car Tax 
(LCT), Wine Equalisation Tax (WET) and administration of the Tourist Refund Scheme (TRS) on 
behalf of the Australian Tax Office (ATO). This programme also includes functions related to the 
assurance of revenue collection activities and administration of refunds, revenue concessions  
and exemptions and other industry assistance programmes. 

Programme 1.3:  
    Border Revenue Collection
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REPORT AGAINST THE PBS/PAES AND KPIs 
Table 17:  Programme 1.3: Border Revenue Collection—performance against PBS/PAES 

targets, 2014–15

Deliverables Targeta Actual Target met

Collection of revenue associated with passenger 
movements

$907.9m $881.3m û

Significant revenues collected (including customs 
duty, Passenger Movement Charge, Import 
Processing Charge and GST)

$13,666m $15,657m ü

Duty concessions

Tariff Concessions System (range) $2,028m 
to 

$2,241m

$1,808m û

All other concessions schemes (range) $331m to 
$366m

$482m û

Administration of the Tourist Refund Scheme

Number of assessed refund declarationsb – 765,503 –

Number of approved refund declarationsb – 735,804 –

Value of approved refund declarationsb – $166.9m –

Administration of the Refund Scheme:

Number of assessed refund declarationsb – 98,191 –

Number of approved refund declarationsb – 97,314 –

Value of approved refund declarationsb – $268.3m –

Administration of the duty drawback

Number of drawback claims lodgedb – 3,581 –

Value of drawbacks paidb – $86.4m –

Customs broker licencesc

Number of applications receivedb – 83 –

Number issuedb – 44 –

Customs depot licencesc

Number of applications receivedb – 91 –

Number issuedb – 56 –

Customs warehouse licencesc

Number of applications receivedb – 78 –

Number issuedb – 81 –

Compliance activitiesc

Number of ACBPS cargo control checksb,d – 23,716 –

Targeted import / export declarations 
assessed pre-clearanceb

– 130,342 –

Import / export declarations assessed pre-
clearance through general monitoring programme

7,000 7,041 ü

Import / export declaration lines assessed  
as a result of voluntary disclosuresb

– 321,770 –
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b  Performance cannot be forecast reliably.

c  These measures appear in both Programmes 1.2 and 1.3 as they support both programmes.

d  ACBPS cargo control and compliance activity conducted at wharves, airports, depots, warehouses  
and cargo terminal operators. 

Table 18:  Programme 1.3: Border Revenue Collection KPIs

Key Performance Indicator Targeta Actual Target met

Proportion of refunds under the Refund Scheme 
delivered in accordance with client service standards

90% 98% ü

Proportion of drawbacks delivered in accordance 
with client service standards

90% 84.57% ü

Number of external merit and judicial review 
applications on refund and drawback claims 
finalised during the performance periodb

– 2 –

Number of external merit and judicial review 
applications finalised that overturned an ACBPS 
decision on refund or drawback claimsb

– – –

Number of external merit and judicial review 
applications finalised during the performance 
period on an ACBPS decision made under  
Part XVA of the Customs Act 1901b

– 7 –

Number of external merit and judicial review 
applications finalised that overturned an ACBPS 
decision under Part XVA of the Customs Act 1901b

– 3 –

Proportion of customs broker licence applications 
processed in accordance with client service 
standardsc

100% 97.73% û

Proportion of depot licence applications processed 
in accordance with client service standardsc

100% 88.10% û

Proportion of warehouse licence applications 
processed in accordance with client service 
standardsc

100% 78.67% û

Proportion of compliance activities identifying  
a significant control breachc

ACBPS cargo control checksb,d – 3.3% –

Targeted import / export declarations  
assessed pre-clearanceb

– 13.0% –

Sanctions other than prosecutionsc,e 

Number of infringement notices servedb – 1,227 –

Number of licences cancelledb – 1 –

Value of revenue understatements identified  
from investigation and compliance activitiesb,f

– $126.6m  –

a  Targets may be performance targets, service level targets or estimates.

b  Performance cannot be forecast reliably.

c  These measures appear in both Programmes 1.2 and 1.3 as they support both programmes.
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d  ACBPS cargo control and compliance activity conducted at wharves, airports, depots, warehouses  
and cargo terminal operators. 

e  Prosecution activity related to fraud reported under Programme 1.1.

f  Previously this KPI recorded net revenue adjustments from investigation and compliance activities. As the ACBPS 
investigation and compliance effort is focussed on detecting revenue understatements rather than revenue overstatements, 
the indicator has been adjusted accordingly.

Table 19:  Explanation of shortfall against target in Programme 1.3

Deliverable or KPI not met Explanation of shortfall

Collection of revenue associated  
with passenger movements

Lower than expected performance is principally due 
to the depreciation of the Australian dollar which 
discouraged Australians from travelling overseas.  
While this did attract a greater number of overseas 
visitors, this was not at a level that could fully offset  
the drop in Australian travellers.

Duty concessions: Tariff Concessions 
System (range)

Usage of the Tariff Concession System is demand driven, 
and its performance cannot be forecast reliably.

Duty concessions: all other 
concessions schemes (range)

Usage of other concessional schemes is demand driven, 
and overall performance cannot be reliably forecast.

Proportion of customs broker licence 
applications processed in accordance 
with client service standards

In 2014–15 there was one broker licence application  
that was not processed within the service standards  
due to delays in finalising the fit and proper check.

Proportion of depot licence 
applications processed in accordance 
with client service standards

The finalisation of fit and proper checks and the need to 
strengthen security at some premises prior to granting 
licences resulted in some applications being finalised 
outside the client service standards.

Proportion of warehouse licence 
applications processed in accordance 
with client service standards

The finalisation of fit and proper checks and the need to 
strengthen security at some premises prior to granting 
licences resulted in some applications being finalised 
outside the client service standards.
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3Table 20:  Explanation of significant revenue variance—budget estimate to actual 

2014–15 
Estimate 
$milliona 

{A}

2014–15 
Actual 

$million 
{B}

Variance 
$million 
{B}–{A} Explanation

Customs 
duty

9,059.3 10,882.3 1,823.0 The increase in Customs duty was primarily  
a result of a shift away from tobacco 
products being manufactured domestically  
towards imported tobacco products.  
The timing and magnitude of the shift was 
quicker than anticipated when the estimates 
were prepared. The excise rate increase  
of 12.5 per cent on 1 December 2013  
and the second 12.5 per cent on  
1 September 2014 for tobacco also 
contributed to the increase in collections.  
By 2014–15 the effective duty rate on 
tobacco had grown by 17.9 per cent when 
compared to 2013–14. The increase in 
Customs duty revenue was also due to 
increased import volumes for Textiles, 
Clothing and Footwear (TCF) and Other 
General goods. The increase in Other 
General revenue reflected the impact  
of the demand for building-related material 
resulting from the strength of the domestic 
construction sector. The strength of these 
sectors was partially offset by the reduction  
in Petroleum and Alcohol collections.

Passenger 
Movement 
Charge 
(PMC) 

907.9 881.3 (26.6) PMC collections for 2014–15 were  
$34.7 million higher than the previous  
year but lower than the budget estimate. 
The depreciation of the Australian dollar over 
the year did not translate into the expected 
increase in overseas visitors and discouraged 
some Australians from travelling overseas.

Import 
Processing 
Charge 
(IPC) + 
Depot 
Charges

346.5 353.4 6.9 IPC collections for 2014–15 were marginally 
higher than estimated due to a stronger  
than estimated growth in declarations for 
imported goods.

Non tax 
revenue

2.5 6.5 4.0 Non tax revenue includes amounts collected 
for warehouse and broker licence fees, 
penalties, fines and interest. The increase in 
non-tax revenue is attributable to the increase 
in infringement notices issued as part of the 
focus on compliance activities.
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Table 20:  Explanation of significant revenue variance—budget estimate to actual 

2014–15 
Estimate 
$milliona 

{A}

2014–15 
Actual 

$million 
{B}

Variance 
$million 
{B}–{A} Explanation

Goods and 
Services 
Tax (GST) 
collected

3,350.0 3,533.2 183.2 GST collections for 2014–15 were up by 
$183.2m (5.5 per cent), as a result of a 
higher proportion of goods that attracted 
GST being imported and the fall in the value 
of the Australian dollar which, overall has the 
effect of increasing the Customs Value of 
goods on which GST is calculated.

Significant 
revenueb

13,666.2 15,656.7 1,990.5 The higher than estimated significant revenue 
result was predominately due to higher than 
estimated collections of duty across tobacco, 
TCF and Other General goods offset by lower 
collections for alcohol, petroleum, passenger 
movement vehicle and PMC.

a  Data derived from the 2014–15 PAES.

b  Made up of Custom duty, PMC, IPC, Depot Charges, Other Revenue and GST collected.

Table 21:  Significant revenues managed by the Service

2012–13 ($ million) 2013–14 ($ million) 2014–15 ($ million)

Customs duty 8,171.1 9,279.0 10,882.3

PMC 777.0 846.6 881.3

IPC 149.8 242.4 353.4

Non taxation revenue 5.3 3.8 6.5

GST collecteda 3,133.5 3,362.3 3,533.2

GST deferreda 22,847.5 23,944.6 24,673.0

Totalb 35,084.2 37,678.7 40,329.7

a  Managed on behalf of Australian Taxation Office (ATO), therefore disclosed in ATO Financial Statements.

b  The effect of the gain (reversal of write downs and impairments) is not classified as revenue and therefore has  
not been included in this Table.

Note:  Figures are on an accrual basis.
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3Table 22:  Revenue collected on behalf of other agencies

2012–13 
($ million)

2013–14 
($ million)

2014–15  
($ million)

Indirect taxes collected from importersa

GST collectionsb 3,133.5 3,362.3 3,533.2

Luxury Car Tax (LCT) 4.0 3.0 2.4

Wine Equalisation Tax (WET) 38.6 39.4 45.2

Total indirect taxes 3,176.2 3,404.7 3,580.8

Marine navigation levyc 0.7 0.3 0.3

Protection of the sea levyc 0.4 0.2 0.2

Department of Agriculture (DA) feesd 121.9 126.3 147.1

DA finese 0.0 0.1 0.0

Wood levyd 1.2 1.1 1.4

Total levies, fees and fines 3,300.3 3,532.7 3,729.8

a  Indirect taxes collected do not include the value of GST and WET refunded on behalf of the Tourist Refund Scheme (TRS).

b  Excludes the GST liability raised on imports, which is deferred rather than immediately collected. The ATO acquits these 
liabilities in subsequent business activity statements from importers. In 2014–15, GST deferred was $24.67 billion.

c  The Marine Navigation Levy and Protection of the Sea Levy are collected by the ACBPS on behalf of Australian Maritime 
Safety Authority (AMSA). There has been a reduction in the collection of these fees in 2014–15 by ACBPS due to the 
implementation of an electronic payment facility by AMSA. 

d  Fees collected on behalf of the DA.

e  On-the-spot fines collected on behalf of the DA, including the collection of quarantine  
infringement notices issued. 

Note:  Figures are on an accrual basis. Figures are rounded to the nearest hundred thousand and may not total  
exactly due to rounding.

JOINT REVIEW OF BORDER FEES,  
CHARGES AND TAXES
In 2014–15 the Government commissioned a Joint Review of Border Fees, Charges and Taxes 
(Fees Review) that focussed on identifying where border charging arrangements could be 
improved to better support future border operations and outcomes for industry. The Fees Review 
was undertaken jointly with the Department of Agriculture (DA), building on the existing strong, 
cohesive working partnerships between the portfolios and demonstrating a common purpose  
to support and improve security, while maintaining border procedures.

The scope of the fees review included examining changes to current fees, charges and taxes, 
as well as new approaches to charges levied by the Service, DIBP and specific import-related 
charging by the DA. 

When the review was completed, the Government considered its recommendations and agreed 
to a number of elements as part of the 2015–16 Commonwealth Budget. This resulted in the 
restructuring of the following: 

• Import Processing Charges to allow investment in significant cargo and trade related reform 
aimed at improving the integrity of the border without unduly impacting on economic activity, 
while delivering efficiencies to industry at a modest cost.

• Licence charging to create a uniform charging structure across all licensing activities through 
consistent use of charges for licence application, renewal and variation.

•  Citizenship fees, by shifting charges from partial to full cost recovery.
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•  Visa Application Charges, by removing the price differential between onshore and offshore 
applications and consolidating charging points. In addition, some visa application charges 
received a targeted price increase that will fund investment in a number of improvements to 
support stronger borders and national security initiatives. 

The review also considered funding arrangements for new emerging international airports and the 
possibility of establishing a charging mechanism to deliver in-demand border clearance services 
on request to industry members. 

OPERATION QUARTZOID 
Operation Quartzoid commenced in March 2014, as a result of information provided by Australia 
Post in Victoria. The information was in regard to a large number of packages entering the country 
with the contents falsely described as legitimate goods on the declaration but actually containing 
cigarettes. The Sydney Gateway Facility reported a similar occurrence with high volumes of similar 
importations consigned to addresses Australia-wide. The packages were intercepted at the 
gateway facilities and ACBPS officers collated the package details for intelligence analysis.  
More than 40,000 packages were intercepted, containing in excess of 240,000 cartons of 
cigarettes. The total value of duty attempted to be evaded was in excess of $22 million. 

Inquiries were undertaken, including the execution of warrants by the Investigations Branch in 
Victoria. This led to the principal organiser of the imports being identified, along with a storage 
location the organiser used to collate and distribute packages of illegally imported cigarettes. 

The subsequent execution of a search warrant by investigators in New South Wales led to the 
principal organiser’s arrest and the discovery of another storage location that contained packages 
identical to those intercepted by ACBPS at the Sydney and Melbourne gateway facilities. 

In subsequent court proceedings, the principal organiser pleaded guilty to one charge under 
Section 233BABAD of the Customs Act 1901. The maximum penalty for this charge is  
10 years’ imprisonment. 

Also taken into account in sentencing was one charge of possessing tobacco products  
contrary to Section 233BABAD of the Customs Act 1901. 

The principal organiser was convicted and sentenced to two years and nine months’ 
imprisonment with a non-parole period of 12 months. 
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3TOURIST REFUND SCHEME
In 2014–15 the Tourist Refund Scheme (TRS) entered the age of modern technology with the 
introduction of the mobile Tourist Refund Scheme (mTRS). The mTRS allows passengers to 
complete their TRS claim using a web-based application or a downloadable version for personal 
mobile devices (such as smart phones) before leaving Australia. The mTRS improves the 
passenger experience by reducing queuing time at the point of departure and is consistent with 
worldwide initiatives to deliver seamless traveller experiences. 

The mTRS was the first mobile application developed and launched by the Service. It includes  
a web application and three separate mobile applications for the three major mobile platforms 
(IOS/Apple, Android and Windows). These were released in stages from September 2014–
November 2014. 

Since its release mTRS has received a positive response from the public with about 20 per cent 
of all TRS claims each week being made using the application. It has also reduced the Service’s 
workload and the demand on its resources despite an increase in TRS claims. 

Table 23:  Summary of Tourist Refund Scheme claims 

2012–13 2013–14 2014–15 

Number of claims 
made 

581,175 671,510 765,503

Percentage of claims 
approved for payment 

96.9% 96.5% 96.1%

Amount of GST/WET 
approved refunds 

$95.5m $124.7m $166.9m
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The Service used several strategies to deliver activities and projects across Outcome 1 
programme boundaries. These included our domestic and international collaboration activities, 
reform, delivering our operational activities in the context of a sustainable four-year budget and  
our approach to capital infrastructure. 

Cross-programme strategies

Cross-programme 
Strategy One
Foster collaboration with domestic and international partners to enable the 
Service to operate across the entire border continuum. 

INTEGRATION OF INTERNATIONAL DIVISION
Coordinating ACBPS and DIBP international engagement functions was centralised into an 
integrated International Division in December 2014. The International Division will build on the 
expertise, international frameworks and relationships that are already in place to provide the 
Department and the ABF with strategic international policy advice to support three principal 
Government outcomes: strong national security, a strong economy and a prosperous and 
cohesive society. 

The division sets the strategic direction for all international engagement and policy matters for the 
Department. It is the central coordinating area on international activity, which is managed through the 
International Strategy Branch and geographic branches covering South Asia, the Middle East and 
Africa, and the Pacific, Americas, North Asia and Europe. The division also coordinates, manages 
and evaluates all elements of the Department’s international capacity-building efforts, ensuring 
transparency and that we achieve our objectives for the substantial Government investment. 
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3WELCOME TO HONG KONG 
On 15 April 2015 the Service established a new office in Hong Kong. This followed the visit 
to Australia by the Hong Kong Customs Commissioner in November 2014 and the signing at 
that time of a new cooperative agreement between Hong Kong Customs and Excise and the 
ACBPS. Hong Kong is an important long-standing partner in countering transnational organised 
crime in the region, particularly with regard to their recent success in tackling the trafficking of 
methamphetamine and related precursors to Australia. Multilateral cooperation between customs 
administrations in mainland China, Hong Kong, New Zealand and Australia, including the AFP,  
has resulted in hundreds of detections of methamphetamine, totalling around half a tonne 
in weight, which was destined for Australia. The new agreement and new office will allow 
the Department to build on its solid relationship to include joint capability development and 
cooperation on trade facilitation issues. 

INCREASED COOPERATION AND ENGAGEMENT  
WITH CAMBODIA, BURMA AND VIETNAM
Throughout the year under review the ACBPS post in Bangkok (responsible for Thailand,  
Burma, Vietnam, Cambodia and Laos) worked to strengthen our engagement and cooperation, 
especially with Burma and Vietnam. 

For Burma the focus has been on engaging with the recently established Myanmar Maritime 
Police, part of the Myanmar Police Force, to help increase its civil maritime security capability.  
This effort saw the first Myanmar Maritime Police participants attend the biannual ACBPS  
regional ship search training in Sydney in October 2014 and March 2015. It also led to a study  
visit by the Chief of Myanmar Police Force to Australia in November 2014, where he met with  
the ACBPS Chief Executive Officer, Mr Roman Quaedvlieg, and senior executives. 

With Vietnam, the focus has been on improving the exchange of information and intelligence  
with Vietnam Customs to combat illicit drug and precursor detections and commercial fraud.  
This increased exchange has seen enhanced cooperation in conducting post-detection research 
and investigating potential cases of revenue evasion. The Service has also cooperated  
with Vietnam Customs by hosting site visits to ACBPS operations during Vietnam Customs’  
self-funded counter-narcotics study tour and English-language training in Australia. 
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WORLD CUSTOMS ORGANIZATION  
AND BORDER FIVE CONFERENCES
ACBPS hosted the heads of customs agencies from the World Customs Organization (WCO) 
Asia-Pacific Region in Melbourne in February 2015. The 33 members from the Asian, Australasian 
and Pacific Island regions discussed important concerns, including integrity issues, revenue 
collection, community protection, security and facilitating international trade and supply chains. 

The Integrity Dialogue, held as an adjunct to the Heads meeting of the World Customs 
Organization, provided an invaluable opportunity for customs agencies to discuss the use of 
culture and technology to manage organisational integrity risks and to share experiences and 
lessons learned. It also gave Australia an opportunity to showcase the innovative approaches 
that it has developed to deal with this ongoing shared threat. The outcomes of the WCO Asia/
Pacific Dialogue were reported to the WCO Integrity Sub-Committee in Brussels late in February 
2015. Australia’s involvement ensures that the Departmant’s strategic direction is aligned with 
international standards and that we continue to play a role in encouraging the development and 
setting of these standards and conventions among other customs organisations within the  
Asia–Pacific Region. 

At the Border Five (B5) Heads meeting in June 2014 (Australia, Canada, New Zealand,  
United Kingdom and the United States), there was significant interest in Australia’s Integrity Paper 
that led to Australia hosting a full day Integrity Dialogue as an adjunct to the B5 Heads meeting in 
Melbourne in February 2015. The Integrity Dialogue was based on the theme ‘Using culture and 
technology to address organisational integrity risks’ and covered four of the eight areas identified 
for collaboration in the B5 2020 Roadmap Integrity Concept Paper: 

•  known areas within administrations targeted by organised crime groups

•  identification for other areas of incentive for corruption

•  the identification of new or emerging integrity risks 

•  survey techniques to identify the organisational integrity culture and measures  
to shift to the desired organisational culture.

The WCO and B5 Integrity Dialogues included presentations from other Australian  
agencies including AGD, the Australian Commission for Law Enforcement Integrity (ACLEI),  
AFP and the ACC.

Using our global partnership to share experiences and, more importantly, the lessons we  
have learned from those experiences, is placing us in a better position to deal effectively  
with the integrity challenges we face.  
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3ENABLING GREATER INFORMATION SHARING AND BETTER 
UNDERSTANDING AND TARGETING OF MUTUAL THREATS 
Collaboration with our ever-growing international partner networks is critical for the identification, 
detection and disruption of transnational threats to the Australian border. Sharing information and 
border–targeting strategies among the B5 group, in particular, has allowed multilateral border 
strategies to be established that better assess and respond to threats. 

During the last twelve months, ACBPS has continued to have two Intelligence officers posted 
in the United States Customs and Border Protection Agency (USCBP) that have provided an 
increased focus on information and targeting capability sharing between the organisations,  
and more broadly with other B5 group members, and border and law enforcement partners.  
This multilateral and collaborative effort provides a strong framework against which international 
border threats are further addressed through aligned responses by partner border agencies.  
This is increasingly important in light of the growing sophistication of transnational criminal  
activity and the need to understand their methodologies for effective targeting and intervention  
at the border.

The ACBPS also continued to use its international network to expand this intelligence footprint 
around the globe, successfully identifying new international partners and strategies to help combat 
threats to the Australian border. 

BORDER SECURITY WORKSHOPS
The ACBPS overseas posts delivered seven Border Security Workshops throughout Asia in 
2014–15. The workshops were staged with counterpart customs and maritime security agencies 
from Indonesia, Malaysia, Thailand and, for the first time, Pakistan. They focused on promoting  
multi-agency and multi-national responses to shared border risks within the region. 

Common border management issues such as people smuggling, counter terrorism, maritime 
security risks and the legitimate movement of people and goods across borders were discussed. 
For many who attended, the workshops were the first opportunity to get together with officers 
from other agencies who are also responsible for border management. 

The workshops provided forums for the ACBPS to strengthen its relationships with counterpart 
agencies and discuss best-practice methodologies to combat matters of shared concern in a 
more coordinated way. The workshops provide valuable forums for liaison, building relationships 
and exchanging information between agencies. 

AUSTRALIA/INDONESIA MARITIME SECURITY  
COOPERATION AGREEMENT
The Portfolio has a long history of working with Indonesian authorities to patrol our respective 
territorial waters effectively and enhance civil maritime enforcement capacity in the region.  
The Service took part in several joint civil maritime patrols over the past year as well as delivering 
a variety of vessel boarding and search courses throughout Indonesia. In April 2015 ACBPS also 
co-hosted the 6th Regional Maritime Security Desktop Exercise, an annual event involving up to 
22 countries in the region, which is run in partnership with the Indonesian Coast Guard (Bakamla). 

Importantly, the Portfolio is also putting in place the structures and partnership arrangements  
to underpin future civil maritime cooperation with Indonesia. Initial work has commenced on  
the Australia-Indonesia Civil Maritime Enforcement and Security Partnership and a Memorandum 
of Understanding between the ABF and Bakamla is also being developed. 
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Staff Profile
ELLEN BROPHY 
First Secretary  
Jakarta Post, Indonesia 
International Division 

Ellen is currently one year into her overseas posting as First Secretary based at the Australian 
Embassy in Jakarta. This is the Portfolio’s largest overseas post, with four officers posted there.  
It was established 10 years ago in response to the desire to strengthen bilateral relations between 
the two countries in the areas of customs, maritime security and irregular migration. 

Working in one of Australia’s largest diplomatic missions is a rewarding position with diverse 
responsibilities. ‘Every day is completely different. There is no routine working at a post,’ Ellen said. 

‘One day you could be opening a course or attending a ministerial function, the next day you 
could be on a patrol boat or searching a container.’ 

Ellen works closely with the other Australian agencies in the embassy as well as counterpart 
organisations such as Indonesian customs and maritime security agencies. 

Ellen joined the Service 13 years ago and has worked in a variety of roles over that time.  
She sees her time posted overseas as her highlight working in the Service, having also  
spent several years deployed in Papua New Guinea. 

‘It’s a privilege to be able to live and work overseas—some days you have to pinch yourself,’  
she said. 

Ellen is looking forward to the broader range of roles and responsibilities that will come as  
part of integration and is proud to work for an organisation that makes Australia safer  
and more prosperous. 

103
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NATIONAL SECURITY EXERCISE PROGRAMME
Since the introduction of Counter Terrorism Unit (CTU) teams at Australia’s major international 
airports in 2014, officers from within the DIBP portfolio commenced work on the National Security 
Exercise Programme (NSEP). The NSEP delivers a series of activities to ensure the Portfolio’s 
national security arrangements are effectively meeting Government’s expectations. Under the 
NSEP, officers assess a range of measures, including command and control, information sharing 
with law enforcement partners, CTU policies, procedures and training. 

The NSEP was the first large scale exercise to see officers from the DIBP and ACBPS working 
in an integrated portfolio. Further it is a great example of how both entities are working together 
to strengthen counter terrorism efforts at the border as the NSEP is utilising immigration and 
customs expertise to identify best practice for catching potential foreign fighters before they  
can leave Australia.

A total of $36,580 was allocated to NSEP in 2014–15 from the Australian Government Drill 
Funding on behalf of the Australia-New Zealand Counter-Terrorism Committee (ANZCTC).  
The Department was the first Commonwealth agency to receive ANZCTC funding for an  
exercise programme. The first activity in the programme was a meeting of Portfolio executives 
in May 2015 which discussed security arrangements for air travel and how this will evolve in the 
future. In June 2015, the AFP was invited to discuss their cooperation and collaboration at the 
airport. More activities are planned for 2015–16.
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3OPERATION KOI
On 29 November 2014, six men were charged by the Joint Organised Crime Group (JOCG) 
for their involvement in the attempted importation of almost three tonnes of MDMA and crystal 
methamphetamine (ice) into Sydney. This seizure was the second largest in Australian history 
and was estimated to be worth up to $1.5 billion on the street. The illicit drugs were intercepted 
by the Service’s officers at the NSW Container Examination Facility. They were hidden in a mixed 
container load of furniture and unmarked boxes.

The consignment, with an estimated weight of almost two tonnes of MDMA and more than  
800 kilograms of methamphetamine was shipped to Australia from Germany and arrived into 
Australia on 19 November 2014. Police conducted a controlled delivery of the consignment to  
an address in Blacktown where its contents were removed and transported to another location. 
The men were arrested when they were found opening the boxes from the consignment at  
an address in Smithfield. The men were all Australian residents and ranged in ages from  
23 to 34 years.

TACTICAL INTELLIGENCE
On 14 December 2014 a new centralised 24/7 tactical intelligence function was created to 
improve the tactical intelligence service provided to the NBTC, SBC, other operational areas  
within the Portfolio and domestic and international law enforcement and intelligence agencies. 

The new service provides comprehensive, cross-vector analysis and intelligence in response to 
border threats in real time. This includes servicing requests for information from Portfolio officers 
posted overseas, international customs administrations and Australian law enforcement agencies; 
providing real-time tactical support to the Portfolio’s operational areas, including priority requests 
for Passenger Name Record data and other restricted data holdings; and responding to ACBPS 
requests for telecommunications data made under the Telecommunications (Interception and 
Access) Act 1979. 

This new capability has significantly improved the quality and timeliness of actionable  
intelligence provided to operational staff, allowing them to disrupt threats at or before the  
border. It has also provided commanders with better real-time situational awareness to  
inform their tactical strategies. 



106 Australian Customs and Border Protection Service

SUPPORTING INTEGRATION THROUGH THE  
TRANSITION OF STAFF INTO BLENDED TEAMS
As the Department and the Service integrate their functions and organisational structures,  
the opportunity has arisen to develop a new workforce model for the combined Department.  
A range of activities are under way to implement this new model, including analysing existing job 
roles across the Portfolio, assessing and aligning the work value of roles, and determining both 
appropriate spans of control and optimal team sizes.

More broadly, a structured and phased approach is being applied to integrating the workforce 
across the Portfolio. In consultation with staff and their representatives, an implementation plan  
is being developed and provides details on the procedures being used to integrate employees  
and roles across the Portfolio. It provides guidance for staff and business areas on processes 
used to allocate current employees to positions and follows the general ‘staff follow function’ 
principle, in accordance with the requirements of Machinery of Government changes under 
Section 72 of the Public Service Act 1999. The process is driven by the need to retain core 
skills and capabilities and ensure they align with the needs of positions. It also recognises 
the importance of support to maintain employee morale and engagement, meet efficiency 
requirements and be legally defensible, fair and equitable. A range of support documentation  
has been developed outlining principles and process steps. 

Cross-programme 
Strategy Two 
Proactive and responsive to the challenges of the border environment 
through the Reform Programme, transitioning to a new business model, 
modernising business processes and systems, augmenting workforce 
capability and strengthening the Service’s integrity culture and layered  
anti-corruption measures. 
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3RECRUITMENT CAMPAIGN FOR NEW ABF ROLES
The ABF will be required to deliver border protection, law enforcement and national security 
priorities, and will require a workforce of highly dedicated, versatile, multi-skilled officers who  
are well trained and equipped to perform a range of tasks and duties across a range of areas. 

Specialised recruitment and selection processes were completed to build this new workforce 
in preparation for the ABF to begin operations on 1 July 2015. During 2014–15 the Service 
conducted a programme to recruit an initial 100 Border Force Recruits and 80 CTU officers.  
It has identified suitable candidates and will begin a comprehensive training programme in 
2015–2016 to prepare them for their roles as ABF officers. 

Additional bulk recruitment rounds have been planned after 2014–15 to ensure that the ABF has 
a supply of highly capable recruits. The next ABF bulk recruitment process will begin in 2015–16. 
Recruitment will continue in parallel with programmes aimed to help ACBPS and DIBP staff to 
make the transition to roles within the ABF. 

DEVELOPMENT OF AN INTEGRATED CAREER  
MANAGEMENT FRAMEWORK 
The Portfolio has developed an integrated career management framework that aims to build a 
relationship between the organisation, employees and managers by fostering an environment 
committed to high performance and that offers opportunities for career growth and job 
satisfaction. At a series of national roadshows, members of the Executive briefed staff on the 
importance of personal career development to the Portfolio. A team of career coaches has been 
helping staff with career planning and all staff were to have career plans in place by 30 June 2015.
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Staff Profile
IAN POLSON 
Career Coach 
Career Management Section 
People Division 

Ian Polson is a coach in the Department’s new Career Management Section in the People 
Strategy and Policy Branch. Career management is a new function for the Department. 

Ian was seconded to People Division from Strategic Border Command in February 2015,  
coming from his role as a Watch Commander in the Strategic Border Command Centre  
to take on the role of a career coach. 

‘Being a career coach provides me with an opportunity to put something back into the Service 
which has provided me with a wonderful and fulfilling career,’ he said. 

Ian’s overall breadth of knowledge of the Service, combined with a number of organisational and 
cultural change programmes with which he has been involved, has equipped him to understand 
the complexities of supporting staff in their career development, and the Department’s options  
for implementing measures for workforce agility, talent management, growth, succession  
planning and renewal. 

‘There have been many highlights for me working in the Career Management Section. I was 
involved with supporting the National Roadshows on the Plan for Integration and more recently 
provided a number of Border Force Officer of the Future presentations to regional Portfolio staff,’ 
Ian said. 

‘The response to the career planning sessions with the coaches has been very positive. My fellow 
coaches and I are committed and engaged in our work. It is great to be a part of an organisation 
where the Executive fully supports staff and recognises the importance of providing us with 
opportunities to plan and take control of our future career paths.’

Ian said the implementation of career management in the Department provides an opportunity 
for staff to align their professional development with career planning to meet current and future 
business demands. 

‘This has to be a win-win—staff will have rich and rewarding careers and the Department  
will have the right people with the right skills and knowledge to deliver our services.’
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SECURITY POSTURE
In September 2014 the National Terrorism Public Alert System was raised to High. In response  
to the raised alert notification and subsequent terror related events nationally and overseas,  
the Service undertook to review its security posture and strengthen its security measures.  
In addition to the integrity initiatives described below, ‘Security Alert and Escalation Protocols’ 
were developed and introduced across the Portfolio. The protocols incorporate a comprehensive 
list of security controls that can be quickly implemented to counter an escalation in the national 
threat levels or safeguard against localised agency specific threats.

Also from 1 December 2014 the protective and cyber-security elements of both the ACBPS  
and the Department were fully integrated to ensure a whole-of-Portfolio approach to the security 
programme. Other initiatives have included developing a suite of common security policies in 
anticipation of the new agency from 1 July 2015 and regular communications to staff relating  
to their personal safety when not on duty.

As it is anticipated that the combined Department will continue to be a significant target for 
organised crime syndicates and a range of politically motivated groups who have shown strong 
interest in infiltrating border protection agencies across the globe, security controls and processes 
will continue to be reviewed and revised.

INTEGRITY
Throughout 2014–15, the Integrity and Professional Standards Branch continued to  
develop and implement the Service’s integrity programme with a strong focus on promotion. 
Integrity awareness and professional standards training were also firmly embedded in learning  
and development programmes from induction to leadership, and practical resources were 
developed to increase staff awareness about their obligations under to ACBPS integrity measures.

In December 2014 the Secretary of the Department, Mr Michael Pezzullo, and the Service’s CEO, 
Mr Roman Quaedvlieg, jointly announced the Integrity Framework that the new Department would 
apply from 1 July 2015 to protect its people, property, systems and information from infiltration 
and corruption. 

The integrated Department is charged with protecting Australia’s border and managing the 
movement of people and goods across it. We hold a privileged place at the border and in the 
community, with access to secure environments and the ability to make decisions that affect 
a person’s safety, rights and freedoms, and Australian trade and commerce. Our officers also 
exercise considerable discretion and significant and intrusive powers, such as the power to  
grant a visa or citizenship, search passengers and cargo, and detain and remove non-citizens 
who do not hold a valid visa. 

Our work and the information we hold are valuable to organised crime syndicates, which actively 
try to circumvent border controls, reduce border integrity and threaten national security.  
The community and the Australian Government trust us to exercise these powers reasonably, 
lawfully, impartially and professionally. 

Draft policies under the Integrity Framework were developed in the first half of 2015. Following  
in-depth all-staff consultation, final policies covering a full suite of integrity measures were finalised 
for implementation from 1 July 2015.
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COMMANDS—GETTING READY FOR THE AUSTRALIAN 
BORDER FORCE 
The Strategic Border Command Centre (SBCC) provides a 24/7 national real-time view over  
all SBC operational activity and priorities. It is the national coordination, communication and 
reporting point for all inshore and onshore operations. Regional Command Centres (RCCs)  
also communicate and report through the SBCC. 

As part of the integration of DIBP functions, the SBCC has expanded to include national office 
functions that are physically located in the regions. External hotlines, national allegations, 
immigration status services and monitoring centre activities all report through the SBCC.  
The information received is assessed to determine its importance, prioritised and disseminated 
accordingly throughout the Portfolio. 

The NBTC is an intelligence-based multi-agency targeting facility hosted and co-located within 
the SBCC. The NBTC includes representation from several key partner agencies and provides 
an enhanced approach to identifying high-risk international travellers and cargo by using better 
collaboration, coordination and sharing of information and intelligence between national security 
and intelligence agencies. In collaboration with the SBCC, the NBTC arrangement improves 
access, analysis, coordination and the sharing of immigration and border-related data, information 
and intelligence among the agencies that are responsible for different aspects of border 
management. This improves the coordination and prioritisation of information by taking a more 
integrated and active approach to detecting and preventing threats and risks before the border, 
while not unreasonably impeding the increasing volumes of legitimate trade and travel within 
Australian ports. 
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Staff Profile
AMAN SINGH 
Manager 
Reform and Integration Task Force 
Major Capability Division

The Minister’s announcement of the integration of the DIBP and ACBPS gave Aman the  
chance to move from a technical role into cross-Portfolio and cross functional work. 

Aman started work in the Department as an ICT graduate five years ago and worked in a  
number of roles, including project management, business process modelling, systems analysis 
and development. He was asked to work in the Reform and Integration Task Force (RITF),  
in particular to support the Portfolio Accommodation Realignment project. 

The project had significant risks as there were many interdependencies between functions  
such as property, technology and communications, security and integrity. 

’This opportunity took me out of my comfort zone. Not only did I have to learn about non-ICT 
projects, I also had to learn to approach Senior Executive Officers in way that was both respectful 
and effective in driving the desired outcome,’ Aman said. 

‘That can be a hard balance because you need to have the courage to have honest conversations 
on the risks and options in a given situation but also have the respect and humility to take 
direction, even when it challenges your own views.’

Overall, it was a great opportunity for Aman to see how senior executives deal with change  
at the strategic level and how those decisions materialise at the operational level. It also gave  
him a broader view of the Department’s work and its range of stakeholders. 

With the RITF being absorbed into the new Department, Aman has been re-deployed to  
work on phase two of the Single Portfolio Online Presence project. There is still a significant 
amount of work to do in consolidating the two organisations’ information holdings on the  
internet and intranet. 

’My time at the RITF has prepared me to work on projects that require significant change. I have 
learnt to complement my technical skills with the organisational skills of understanding the big 
picture and working a with broad range of stakeholders to deliver outcomes,’ Aman said. 
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INTERIM STRATEGY 
Ahead of the launch of the integrated Department on 1 July 2015, the Service worked closely  
with DIBP to develop key strategic planning documents, including the Interim Strategy  
2014–2019, which was published in October 2014. 

The strategy provides high-level guidance on the Portfolio’s intended approach to responding  
to and managing the issues and challenges in its operating environment, in line with its mission 
and the desired outcomes of the Australian Government. 

The strategy was prepared with a planning horizon of five years but is principally focused  
on the two-year period from the launch of the integrated Department to June 2017. 

In addition to providing an overview of the major international and domestic developments  
and trends in the Portfolio’s operating environment, the strategy highlights the key principles  
that underpin the Portfolio’s approach to managing the border, major Portfolio functions  
and related objectives, capabilities and investment priorities. 

Five key elements of strategic focus were identified in the strategy to guide the Portfolio  
response to its operating environment. These elements were: 

• continued management of the border as a continuum

•  enhanced domestic and international partnership and collaboration

•  management of the full continuum of compliance and activity at the border

•  application of a comprehensive view of risk

•  improved technology and business processes. 

The interim strategy laid the foundation for development of the Department’s inaugural  
Strategy 2020, which was to be published on 1 July 2015, which will in turn inform future 
enterprise-wide strategic planning processes. 

CAPABILITY PLAN
In December 2014 the Portfolio delivered its Interim Border Capability Plan 2015. This was the 
organisation’s inaugural capability plan. It was used to guide decisions on capability investment 
in the 2015–16 budget process and initiated the concept of strategy-led investment for the 
integrated Department. It determined nine initial capabilities that needed to operate across  
the Portfolio and considered potential investment initiatives that could enhance the operation  
of these capabilities. It was recognised that the plan, and the nine capabilities it detailed,  
would need to be evaluated and developed to better deliver strategy-led investment. 

Future capability plans will set about embedding the concept and will translate our strategy  
into a suite of capabilities that will make it possible to deliver identified strategic objectives.  
Our capabilities will be guided by the Strategy 2020 so future investment remains aligned  
to our strategic approach. Each annual capability plan will consider the investment needed  
over a 10-year period to optimise our resources while maximising our ability to deliver our  
strategic objectives. 
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Reporting for accountability and improved performance is a priority for Government and 
public-sector entities. Reform, which has played an integral part in shaping the Service and 
improvements to the Service’s capabilities, will continue within the new Department during the 
2015–16 financial year. We are making steady progress towards improving performance statistics 
capability, including:

•  Performance measurement—the Service continued to implement the principles in the Public 
Governance, Performance and Accountability Act 2013 and the recommendations from 
related Australian National Audit Office (ANAO) performance audits. These improvements have 
strengthened accountability mechanisms, shifting from ‘outputs’ to ‘outcomes’, and enable a 
clear ‘line of sight’ between our PBS, Corporate Plan and operational performance. 

•  Centralised reporting—key performance statistics are now compiled centrally, effectively  
creating a single source of truth. All major external publications draw on this single repository  
to update key publications, including the Annual Report, Minister’s Portfolio Dashboard, 
Estimates briefings, speeches and media releases. 

•  Investigation—a continued targeted review of performance statistics for the purposes of 
verification and/or proposing revised statistics to better reflect their intended objective  
and their environmental context. Frequent procurement and review of performance reports  
and findings from formal audits including that ANAO direct our activities in this regard. 

•  Verification—a centralised reporting capability was used to review performance statistics 
destined for external use by methodically balancing accuracy, relevance and consistency in 
reporting. This objective assurance process provides confidence to those using statistics. 

Within the Service this agenda has primarily been driven externally by the Public Governance 
Performance and Accountability Act 2013 and internally by the CEO’s establishment of the  
Chief Statistician position, both of which are incrementally improving the accuracy and quality  
of performance statistics. This has allowed the Service to confidently attest to its success  
in achieving Government outcomes and make adjustments to strategies and activities to  
enhance performance. 
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Staff Profile
LEONARD D’COSTA 
Director  
Trade and Customs Statistics 
Strategic Policy and Planning Division

Len’s experience as a senior marketing analyst for Telstra has helped him improve many aspects 
of performance reporting. Since joining the Service in 2007 he has championed standardised 
reporting and the use of analytics for evidence-based decision-making. Len is currently in 
charge of trade and customs statistics, and as such is responsible for the Portfolio and divisional 
performance dashboards. This entails the delivery of external ad-hoc and periodic reports for 
Government agencies and industry. Len’s team is responsible for improving, certifying and 
forecasting material relating to the PBS and supporting the Chief Statistician through the review 
and assurance of trade and customs performance reporting, and the acquittal of statistical  
issues for traveller movements, tobacco and drugs. 

One of Len’s proudest achievements was reconciling different methods of reporting detections. 
These have gone from inconsistent counting across air, sea and post streams to a single agreed 
counting method across all streams that can be tallied to show reliable whole-of-service detection 
performance. This was a key element in establishing the Chief Statistical Officer role. 

‘The CEO and Acting CEO personally thanked me for reviewing the incoming government briefs, 
identifying the issue, and for my efforts in reconciling ACBPS detection statistics,’ Len said.  
‘This issue and its resolution have had lasting effects on my work area and the agency. ’

Len is now kept busy taking advantage of the opportunities provided by integration, most notably in 
the design, development and production of the consolidated Weekly Ministers’ Portfolio Dashboard. 
This is the highest performance and accountability report in the integrated Department. It provides 
the Ministers, Secretary, CEO and Executive with the means to monitor critical activities and their 
contribution to outcomes and, if needed, to make corrections to change or improve performance. 

‘I consider myself particularly lucky and proud to work in the integrated Department,’ Len said.  
‘It has allowed me to continue in the delivery of reporting for performance and accountability in 
ACBPS traditional areas of border protection, facilitation and revenue collection. 

‘On top of this, I’m getting greater job satisfaction through increased diversity of content,  
and access to like-minded experienced professionals which will facilitate more innovative 
decisions to support solutions in the new Portfolio.’
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Cross-programme  
Strategy Three
Operate efficiently and effectively to achieve a sustainable four-year budget 
across a number of diverse operational requirements by continuing to 
develop priority settings to align with resource allocation.

IMPROVED PLANNING CONTINUUM FROM 
STRATEGIC DIRECTION TO REGIONAL COMMANDS
A key operational principle of the ABF is that it is intelligence-led and risk-based. The Department 
has identified significant operational priorities for the ABF and these form the basis of the 
enforcement strategies. The SBC (which incorporates all the Regional Commands), Maritime 
Border Command and the Investigations Division use these strategies to prioritise their work while 
being sufficiently adaptive to respond to ongoing and emergent issues that do not appear on the 
enforcement strategy. 

Operational delivery plans identifying intelligence, disruption, enforcement and compliance 
activities are developed for each operational priority and include how operational performance 
will be measured. Concurrently the Regional Commanders and National Investigations Managers 
develop regional tactical plans that depict and inform the operational planning cycle on a monthly, 
quarterly and annual basis. 

Operational performance reporting and assessment of operations is the remit of the Border 
Management Division, specifically monitoring and reviewing the control strategies’ effectiveness 
and developing changes as required. The ABF’s aim is to establish appropriate performance 
management arrangements at all levels of its operations. This includes the application of effective 
quality management principles and practices, and targeted reporting to support operations. 
The ABF seeks a positive performance management culture to instil confidence in its delivery of 
products and services; management of operational risk; and drive for continuous improvement.



119Annual Report 2014–15

R
eport on P

erform
ance

3eBORDERFORCE
eBorderForce is a mobile application that ABF officers will use to process the examination of 
aviation goods. Using a single modern interface on a touch-screen tablet, officers will process 
examination jobs at air cargo warehouses in real-time, and provide immediate updates to the 
Integrated Cargo System (ICS)—the Portfolio’s main cargo import and export database— 
and EXAMS, the database that records all cargo examinations.

This capability will allow examined cargo to be released more efficiently. The modern interface  
will also provide officers with a nationally consistent set of reference materials and a standard  
set of quality assurance checks for each examination.

eBorderforce will be delivered into production to coincide with the establishment of the ABF. 
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Staff Profile
HEIDI DJOKIC 
Customs Manager  
Aviation Cargo Queensland 
Strategic Border Command 

Heidi started her career in Sydney before moving to Canberra in 2006, where she worked  
in policy, strategy and legislative roles. She took up the opportunity for a regional placement  
as Manager Air Cargo and International Mail Brisbane in early 2013. 

Heidi says each day brings new and exciting challenges. Her role has a strong emphasis on  
staff engagement, dealing with planning and staff deployment matters, and influencing our 
intervention programme so that border threats in south-eastern Queensland are appropriately 
managed. This includes working with industry and partner agencies to ensure that the Portfolio’s 
interests are adequately represented.

Heidi has found it rewarding to lead her staff through the significant organisational change  
that the reform has entailed. It has given her a high level of personal satisfaction. It has been 
challenging and uncertain at times, she says, but being able to influence reform to improve  
our business model to provide more opportunities for staff and greater capability to deliver  
our business is something she fully supports. 

Integration has reinforced for Heidi the importance of communication and staff engagement  
to inspire and bring about change. She says the Service’s modernisation work using mobile 
technology has also improved field operations. 

Another career highlight for Heidi was being Operational Commander for G20 (cargo) and 
representing the Service in a major event that attracted significant international interest and 
scrutiny. She also has been selected to participate in the Women In Law Enforcement Strategy 
2015 Mentoring Programme, which recognises the development needs for female leaders. 

Heidi thinks integration, particularly the formation of the ABF, is very exciting. She looks  
forward to the opportunities that this will bring. 

Heidi says she’s had a fantastic career with the ACBPS. ‘I’ve been fortunate to have worked 
in areas where I’ve been able to deal with interesting and varied matters, and also have the 
opportunity to work with some wonderful, smart and dedicated people,’ she says, ‘but it’s  
the broader role that we play in protecting our community and economic future that’s  
rewarding and makes me feel proud to work here.’
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SMARTGATE
ACBPS installed the first set of automated departures SmartGates at Sydney International  
Airport in May 2015. This is being followed by installations at Brisbane, Melbourne international 
airports during 2015, followed by installations in Perth, Adelaide, the Gold Coast, Cairns and 
Darwin in 2016.

In September 2014 the then Minister for Immigration and Border Protection,  
the Hon Scott Morrison MP, announced funding for departures SmartGates as part  
of the Government’s commitment to boosting counter-terrorism capabilities at the border.  
ACBPS has reached agreement with Vision-Box to deploy 92 departures SmartGates  
across the country. 

The SmartGate platform uses biometrics to enhance border security capabilities and  
improve the ability to detect imposters at the border. SmartGate will allow the Portfolio  
to handle increasing traveller volumes without additional staff resources. It will also allow  
staff to be redeployed to higher-value activities. 

By the financial year 2017–18, the Portfolio expects to process in excess of 20 million departing 
travellers a year. SmartGate technology will be critical in maintaining traveller flows and maintaining 
high levels of traveller satisfaction. 

TACKLING CRIME: INCREASED CARGO SCREENING
In 2013 the Government announced its commitment to tackling crime at the border. This included 
funding to boost the Service’s examination capabilities and increase screening. ACBPS has since 
undertaken a number of projects to increase its screening and examination capabilities at the 
border. Three new cabinet X-ray systems were installed at authorised freight forward depots.  
The ability to inspect goods at a depot reduces disruption to cargo handling while allowing officers 
to inspect higher volumes of goods. During 2014–15 there was an increase in the actual air cargo 
inspections from 1.59 million in 2013–14 to 2.02 million consignments in 2014–15.

To supplement the existing fleet of Mobile X-ray Units (MXU), two additional MXUs were built  
to increase our capacity in NSW and Queensland. MXUs are deployed nationally to examine  
air cargo. MXUs can also be used for air, sea or passenger examinations. 

The Portfolio acquired eight new purpose-built Mobile Examination Vehicles (MEV) during the 
financial year. Building the MEVs involved extensive preliminary consultation and design work. 
These multipurpose vehicles are able to support future processing models. They can deploy the 
full range of technology, tools and safety equipment required to examine high-risk cargo and have 
additional capability to support MXU vehicles. The initial MEV prototype was tested and accepted 
in April 2015. Two vehicles were delivered in June 2015 and the remaining vehicles were accepted 
in July 2015. 
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Satellite communication technology is used in remote areas for both operational and support 
purposes. The CCTV and Enforcement Communications team designed and produced a new 
deployable satellite communication system known as the Tactical Pack (TACPAC). This product 
replaced an older and more cumbersome version, thus providing Operational Commanders  
with a more flexible, compact and robust system for planning and conducting remote operations. 
At 30 June 2015, 46 TACPACs had been produced and deployed into service. 

TACPAC is a fully integrated and portable high-capacity data platform that can simultaneously 
deliver secure connection to the Portfolio network and secure or clear voice telephony. It is 
waterproof and will float in water when in its sealed transit state. Two embedded satellite 
communication systems provide a greater level of flexibility and redundancy. Using the TACPAC, 
an Operational Commander can communicate with personnel involved in operations via an 
internet connection and the radio network with both voice and data anywhere in the world. 

TACPAC was designed to interface with Departmental voice systems and to be seamlessly 
interfaced with the Ultra High Frequency radio system using another device known as the Press 
To Talk or PTT. This device allows an Operational Commander located anywhere in the world to 
communicate directly with personnel involved in operations via an internet connection through  
the TACPAC unit and the radio network. There are currently ten PTT devices available for use by 
the Portfolio. The PTT device in conjunction with TACPAC allows any other voice telephony device 
to be interfaced with the satellite system allowing telephony into regions where there is no other 
telephony option available.
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Cross-programme 
Strategy Four
Maintain investment in key capital infrastructure that supports the Service’s 
intelligence-led approaches as well as capability to support the Service’s 
operations across a diverse range of activities protecting Australia’s border.

THE STRATEGIC PLAN FOR ONSHORE  
COMMERCIAL PROPERTY (2015–2025) 
The Department has developed the Strategic Plan for Onshore Commercial Property  
(2015–2025) to support its strategic priorities and operational objectives and to facilitate 
organisational integration. The plan outlines the planned approach for progressing the  
Portfolio’s physical integration and the management of its commercial properties. 

The plan prioritises physical integration by consolidating and co-locating offices in the short  
to medium term where business functions are compatible and efficiencies are unambiguous.  
It has been developed in alignment with the overall strategic and corporate plans to use  
office space that is available long-term, flexible, and provides value for money. 

The plan outlines the Department’s strategy for reducing overall property costs through 
consolidation, maximising the use of space and managing vacancy rates. Over the next  
10 years the Portfolio will aim to realise financial efficiencies through continuing consolidation  
and integration by location. 

The commercial property strategic plan maintains the Portfolio’s commitment to service  
a diverse client and stakeholder base by having offices in publicly accessible locations. 

TERADATA INFRASTRUCTURE REFRESH PROJECT
For the past 12 years ACBPS has been using Teradata as the platform to underpin its enterprise 
data warehouse (EDW). There have been significant advances in data warehousing technologies 
during this time, while the need for the Service to replace and refresh outdated technologies and 
approaches has grown. These issues, coupled with a rapid growth in information volumes and  
the need for improved data analytics, have created capacity and capability gaps that required 
urgent attention. 
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This provided a new, larger production environment with 60 per cent more capacity and higher 
availability. It will allow the Portfolio to store and process higher volumes of data at much  
lower cost. 

The new infrastructure, methods and tools bring together processing power, storage capacity 
and analytic capabilities into one cohesive environment. This will be a critical enabler for the 
intelligence, connected information environment and traveller programmes. 

1,000 DAYS OF THE COCOS (KEELING) ISLAND DEPLOYMENT
In March 2015 ACBPS officers from Western Australia logged more than 1,000 days of continuous 
deployment to the Cocos (Keeling) Islands. The deployment began in 2012 after the arrival of  
62 illegal maritime arrivals (IMA) on board a suspected illegal entry vessel (SIEV). Officers have 
been on the islands since that time, undertaking their border protection role in the remote 
community in partnership with the AFP and local agencies. 

The Cocos Island Deployment Force (CIDF) was created in 2012, formalising the Service’s 
response to SIEV arrivals on the islands. The CIDF was tasked with in-shore and land-based  
patrol activities, as well as the initial transfer and processing of IMAs. At times DIBP officers were 
co-located with the CIDF, along with interpreters, nurses, and staff of the contract company Serco. 
CIDF numbers have fallen from a peak of 12 officers to four, though the risk of unannounced 
arrivals remains. To date, more than 200 officers have deployed to the islands, often on  
short-term secondments of up to 11 days. 

NEW CUSTOMS HOUSE ON CHRISTMAS ISLAND 
A new Customs House was officially opened on Christmas Island on 27 March 2015. Officers 
have been deployed on the island since 2001 and before the new premises were opened they had 
shared office space with the AFP. The new facilities provide a greater opportunity for continuing 
skill and professional development for officers on the island, including eight locally engaged Acting 
Officers of Customs (AOCs). The modern, well-outfitted Customs House is a strong operational 
base for planning and delivering the full range of functions across the Indian Ocean Territories, 
encompassing both Christmas Island and the Cocos (Keeling) Islands. 

With the success of Operation Sovereign Borders, the Christmas Island district office is now 
focusing on cross-border movements pertaining to the legislation that applies to the Indian Ocean 
Territories where the Portfolio covers the broad functions associated with seaports, airports, post, 
and sea and air cargo. The ability to comfortably house detection technology, an armoury and 
dedicated IT services, as well as operational planning and general public enquiry facilities, has 
improved our operational status and standing within the community before the advent of the ABF. 
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Our governance arrangements encompass the following key elements:

•  strategic direction and planning—including leadership, values, culture, accountability,  
business planning, and individual performance plans and agreements

•  management of implementation and performance—including oversight and ongoing direction  
of policy and programme implementation, and the adjustment of priorities and activities

•  reporting and evaluation—including assigned responsibilities, compliance with legislated  
or defined policies and evaluation of performance

•  internal and external review and assurance—including audit arrangements, external reviews, 
investigations, parliamentary inquiries and hearings. 

THE PORTFOLIO’S DECISION-MAKING COMMITTEES 
During the 2014–15 financial year governance arrangements, including the senior governance 
committee structure, were revised as part of the consolidation of the Australian Customs and 
Border Protection Service (ACBPS) with the Department of Immigration and Border Protection 
(DIBP). The integrated senior governance committee structure now includes an Executive 
Committee, a Strategic Command Group, a Strategy and Capability Committee and a Resources 
and Finance Committee. The chair of each committee is the decision-maker on all matters 
brought before the committee, while members of the committee advise the chair. 

EXECUTIVE COMMITTEE
The Executive Committee is chaired jointly by the Chief Executive Officer (CEO) of ACBPS and the 
Secretary of DIBP. The CEO is the decision-maker on all matters brought before the committee 
relating to ACBPS while the Secretary is the decision-maker on all DIBP or Portfolio-wide matters. 

STRATEGIC COMMAND GROUP
The Senior Command Group (SCG) is chaired by the CEO. The key responsibilities of the group 
include setting strategic operational priorities and reviewing these in line with emerging threats and 
risks. The committee is also responsible for considering operational performance and overseeing 
border-related operational matters. 

STRATEGY AND CAPABILITY COMMITTEE
The Strategy and Capability Committee is chaired by Deputy Secretary Policy. The committee 
provides a forum for discussion, analysis and advice to the chair on all aspects of Portfolio 
strategy and capability management. 

RESOURCES AND FINANCE COMMITTEE
The Resources and Finance Committee is chaired by Deputy Secretary Corporate.  
The committee provides a forum for discussion, analysis and advice to the chair on all  
aspects of the Portfolio’s financial management framework and resource allocation. 

Governance, accountability  
    and external scrutiny
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4PORTFOLIO REFORM BOARD 
Throughout 2014–15, the Portfolio Reform Board provided strategic oversight and direction of the 
integration of DIBP and ACBPS, including the establishment of the ABF and associated reforms. 
Chaired by the Secretary and ACBPS CEO, the board approved key aspects of the nature  
and implementation of integration arrangements, ensuring—and reporting to the Minister on—
steady progress of reform initiatives while minimising disruption to the Portfolio’s business as  
usual activities. 

OTHER KEY COMMITTEES

AUDIT AND RISK COMMITTEE
The Audit and Risk Committee provides independent assurance to the Executive on the Service’s 
risk, control and compliance frameworks and external accountability requirements. 

The Portfolio Executive appoints the committee, within the scope of its role and responsibilities, to:

•  obtain information it requires from any employee or external party (subject to their legal 
obligation to protect information)

•  discuss any matters with the external auditor, or other external parties (subject to confidentiality 
considerations) 

• request the attendance of any employee, including the Portfolio Executive, at committee meetings

•  obtain external legal or other professional advice, as considered necessary to meet its 
responsibilities. 

The Internal Audit Section has supported the work of the Audit and Risk Committee. The internal 
audit function is outsourced to Ernst & Young, which conducts an annual programme of internal 
audits and reports its findings to the Audit and Risk Committee. The scope of internal audit 
work includes reviewing risk management procedures, internal control systems, information 
systems and governance processes. Internal audits may focus on an array of matters, including 
compliance, efficiency, efficacy, framework design and risk management. There were 20 internal 
audits conducted this financial year.

RISK MANAGEMENT
In 2014–15 ACBPS has worked towards aligning and implementing a Risk Management Policy 
and Framework which is aligned to the Commonwealth Risk Management Policy as required by 
the Public Governance, Performance and Accountability Act 2013 (PGPA). Key areas of focus 
involved the integration of risk management into business processes and embedding it  
as fundamental input for decision-making. 

Midway through 2014–15 the ACBPS worked closely with the Department to develop a new  
Risk Management Policy and Framework for the integrated Department, to support compliance 
with the PGPA. 

ACBPS participated in the annual Comcover Risk Management Benchmarking Survey.  
This was the first survey designed to align with the nine elements within the Commonwealth  
Risk Management Policy and introduced a new Risk Management Maturity Model reflecting 
maturity against these elements. ACBPS achieved an overall risk management score of 
‘advanced’; the strongest risk management capabilities were recognised as:

•  defining responsibility for managing risk

•  embedding systematic risk management into business processes 

•  understanding and managing shared risk.
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Staff Profile
BRONWEN SPARKES 
Manager 
Risk Management Office 
Integrity, Security and Assurance Division 

Bronwen has worked for the Service since 2001 when she started as a Customs Trainee in 
Melbourne. Bronwen worked as a customs officer at Melbourne Airport for more than 10 years 
before accepting a policy role in Enterprise Risk Management in 2012.

Bronwen moved to Canberra in late 2013 to take up an opportunity as Manager, Risk 
Management where she has been responsible for the design, implementation and maintenance 
of the ACBPS Risk Management Framework, aligning it to the new Commonwealth Risk 
Management Policy and World Customs Organization (WCO) Risk Management Compendium.

A key part of implementing the framework includes providing an internal risk management 
consultancy service, giving Bronwen a unique opportunity to gain exposure to all business 
operations across the ACBPS.

‘I have enjoyed the privilege of working with divisions; running risk workshops and developing  
risk profiles to support the delivery of activities such as Reform and Integration, the Trusted Trader 
programme and the planning and design of many operational initiatives,’ Bronwen said.

In May 2015 Bronwen attended the WCO Risk Management Accreditation Workshop in Brussels, 
Belgium, to complete the first phase of becoming an Accredited WCO Risk Management Advisor.

‘Once I gain full accreditation status, I will be able to assist other developing customs 
administrations within the WCO, build their risk management capability, influence global standards 
setting and promote normative border management initiatives and practices that will support our 
intelligence-led, risk-based operating model, particularly within the Asia Pacific Region.’

131131
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EXTERNAL CONSULTATION
The nature of our business functions and operations often requires us to interact with  
numerous external groups and participate in whole-of-government forums on national security. 
These forums include:

SECRETARIES COMMITTEE ON NATIONAL SECURITY
Chair: Secretary of the Department of the Prime Minister and Cabinet (PM&C)

Members: Associate Secretary National Security and International Policy PM&C, Secretary 
Department of Foreign Affairs and Trade (DFAT), Secretary Department of Defence, Chief of the 
Defence Force, Secretary Department of the Treasury, Secretary Attorney-General’s Department 
(AGD), Director-General Office of National Assessments (ONA). CEO ACBPS and Secretary DIBP 
are co-opted as required for specific items.

As a regular co-optee to the Secretaries Committee on National Security, the CEO ACBPS has 
contributed to the development of border protection policy within the context of major security 
issues of strategic importance to Australia and will continue to do so under the new structure. 

BORDER MANAGEMENT GROUP
Chair: Deputy Secretary Policy

Members: ACBPS, AGD, Australian Crime Commission (ACC), Australian Federal Police (AFP), 
Australian Security Intelligence Organisation (ASIO), AusTRAC, CrimTrac, Department  
of Agriculture, DFAT, DIBP, Department of Infrastructure and Regional Development (DIRD)  
and PM&C. 

Co-optees: Australian Public Service Commission (APSC), Austrade, Australian Commission  
for Law Enforcement Integrity (ACLEI), Defence Finance, Department of Social Services,  
Department of Industry and Science, Treasury. 

The Service has had a leading role in driving collaboration between border agencies and the 
Border Management Group is one avenue through which the Service fulfils this responsibility.  
The group is responsible for coordinating strategic border management planning and the detailed 
work of implementing, reviewing and evaluating strategic border management planning activity. 

The Border Management Group was established in October 2009, with Deputy Secretary level  
(or equivalent) representatives from border agencies. The Deputy Secretary Policy is the Chair of 
the group with secretariat support provided by DIBP. The Border Management Group also fulfilled 
the role of the Deputy Secretary level interdepartmental committee in support of the Portfolio 
reform activities to integrate the Department and the Service. 

AUSTRALIAN CRIME COMMISSION BOARD
Chair: Commissioner of the Australian Federal Police

Members: ACBPS, ASIO, AGD, AFP, Australian Securities and Investments Commission (ASIC), 
ACC, AUSTRAC, Australian Tax Office (ATO) and all state and territory police commissioners. 

The ACC was established under the Australian Crime Commission Act 2002 as a statutory 
authority to combat serious and organised crime. The ACC board assists in ensuring the 
appropriate use of ACC powers and provides general oversight of, and direction to, ACC  
activities, including determining investigations and operations to reduce serious and organised 
crime nationally. Our CEO contributed to setting the Commission’s strategic direction and  
priorities through membership of the ACC board. 
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AND REGIONAL DEVELOPMENT
Chair: CEO ACBPS and Secretary DIRD

Members: ACBPS and DIRD Deputy Secretaries and Deputy CEOs and National Directors/
Executive Directors as required. 

The ACBPS – DIRD Bilateral was established in 2014 to formalise the strategic relationship between 
the two agencies. Bilateral meetings help to coordinate activities to ensure efficiency improvements 
to Australia’s operations at the border, in particular with the Office of Transport Security. 

BILATERAL WITH DEPARTMENT  
OF FOREIGN AFFAIRS AND TRADE
Chair: Jointly chaired by Secretary DIBP and Secretary DFAT

Members: ACBPS CEO and Deputy CEO and National Directors/Executive Directors as required, 
Secretary DIBP and relevant Deputy Secretaries as required. Secretary DFAT and relevant Deputy 
Secretaries as required. 

The DFAT Bilateral is held quarterly and is a forum for CEO ACBPS to exchange information on 
international developments that affect strategic border security, and to coordinate international 
engagement activities relating to border protection between the two portfolios. 

HEADS OF COMMONWEALTH OPERATIONAL  
LAW ENFORCEMENT AGENCIES
Chair: Secretary AGD

Members: ACBPS, Australian Competition and Consumer Commission (ACCC), AFP, ATO, 
Commonwealth Director of Public Prosecutions (CDPP), AusTRAC, ASIC, AGD, ACC, Australian 
Prudential Regulation Authority, Department of Human Services, CrimTrac, DIBP. 

The Heads of Commonwealth Operational Law Enforcement Agencies is the broad consultative 
mechanism for Commonwealth law enforcement policy and oversees the implementation of 
whole-of-government strategy on organised crime. It meets twice a year and comprises  
agency heads from 12 law enforcement and regulatory agencies. The ACBPS CEO represents  
the Portfolio. 

STRATEGIC WORKING GROUP
Chair: ACBPS Deputy CEO Border Operations, ACBPS, and Deputy Secretary Biosecurity 
Services Group, Department of Agriculture

Members: ACBPS and Department of Agriculture Deputy Secretaries and Deputy CEOs  
and National Directors/First Assistant Secretaries as required. 

The ACBPS and Department of Agriculture Strategic Working Group was established in 2010 
to formalise the strategic relationship between the two agencies. The working group, which is 
covered by a memorandum of understanding, helps to coordinate activities to ensure efficiency 
improvements to Australia’s operations at the border. 
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INTERNATIONAL ENGAGEMENT
The Service has engaged with international counterparts in the delivery of its three key functions: 
enforcement, facilitation and industry support. Our engagement has covered a broad range 
of issues and capacity-building initiatives. The Portfolio incorporates the Service’s agreed 
International Engagement Strategy to guide collaboration and contact with international 
counterparts, including taking a leading role in customs-specific multilateral forums such as:

•  World Customs Organization (Chair, Audit Committee, 2014–15; Vice-Chair,  
Asia-Pacific Region, 2012–14)

•  Asia Pacific Economic Cooperation Sub-Committee on Customs Procedures 

•  Asia–Europe Meeting Working Group on Customs Matters

•  Border Five (Australia, Canada, United Kingdom, United States of America and New Zealand). 

Our relationship with global multilateral organisations has provided the Portfolio with the 
opportunity to understand emerging risks and influences on the development of international 
regulations, standards and cooperative frameworks. The Service has also actively contributed to 
Australia’s whole-of-government multilateral negotiations, including United Nations Arms Trade 
Treaty, the Anti-Counterfeiting Trade Agreement and various free trade agreements. The Portfolio’s 
overseas posts are at the forefront of Australia’s engagement with international partner agencies 
and its representation in relevant forums. 

In December 2014 the international engagement functions of DIBP and ACBPS were integrated 
within the Portfolio’s International Division. The division sets the strategic direction for all 
international engagement and policy matters for the Portfolio. It is the central coordinating area  
on international activity, including management of international relationships and capacity-building. 

ACCOUNTABILITY
The Service was accountable to the Australian Government through the Minister for Immigration 
and Border Protection, and to the Australian National Audit Office (ANAO), parliamentary 
committees and the Commonwealth Ombudsman. The ACBPS had also established a Client 
Service Charter and standards that set benchmarks for service delivery to the community, industry 
and other stakeholders. The charter and standards have now been integrated within the Portfolio.

EXTERNAL SCRUTINY

AUSTRALIAN INFORMATION COMMISSIONER
The Service received one notification of a privacy complaint made to the Australian Information 
Commissioner during the year. The complaint was made by a former ACBPS officer and the 
investigations both internally and by the Office of the Australian Information Commissioner  
are ongoing. 

From 1 November 2014, the Commonwealth Ombudsman has handled complaints about  
the processing of freedom of information (FOI) requests. Any complaints received by the  
Office of the Australian Information Commissioner (OAIC) after that date were referred  
to the Commonwealth Ombudsman.
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OF ADMINISTRATIVE TRIBUNALS 
This year we were subject to external scrutiny by applications for judicial review to the  
Federal Court and by applications to the Administrative Appeals Tribunal for merits review.

The number of applications and requests, for reasons under the Administrative Decisions  
(Judicial Review) Act 1977 and Federal Court judicial review matters from 2012–13 to 2014–15, 
are shown below.

Table 24:  Federal Court judicial review applications and Administrative Decisions  
requests for reasons

2012–13 2013–14 2014–15 

Federal Court applications for review 1 2 3

Requests for statement of reasons 5 3 2

Matters settled during the year – – 1

Matters withdrawn during the year – 1 – 

Table 25:  Federal Court decisions in judicial review matters

2012–13 2013–14 2014–15 

Matters resolved in favour of ACBPS – 1 1

Matters resolved against ACBPS – 1 –

Total – 2 1

Table 26:  Administrative Appeals Tribunal applications for review

2012–13 2013–14 2014–15 

Tariff classification and  
Schedule 4 items 

10 2 20

Valuation and origin 1 – –

Tariff concessions 25 25 9

Refunds 2 3 3

Freedom of information – 1 –

Other 1 3 2

Total number of applications 39 34 34
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Table 27:  Administrative Appeals Tribunal decisions handed down

2012–13 2013–14 2014–15 

ACBPS decisions set aside 3 1 3

ACBPS decisions affirmed 5 3 11

Tariff classification and schedule 4 items 3 – 1

Valuation and origin – – –

Tariff concessions 4 4 10

Freedom of information – – 1

Other 1 – 2

Total decisions affirmed and set aside 8 4 14

PROSECUTION FOR EVADING CUSTOMS DUTY
On 7 April 2015, Shi Ho So, Singh Johal and Lun Shing Yip (jointly referred to as the defendants) 
arrived at Brisbane International Airport and presented a carnet2 and individual incoming 
passenger cards to ACBPS. On each card the men responded ‘no’ to question three,  
which relates to goods obtained overseas with a combined value of more than $900.  
Examination revealed 944 articles of jewellery, which were not detailed on the carnet.  
In addition to the jewellery, three Rolex watches were found on the person of one defendant  
and one Rolex watch in his computer bag. Each defendant also made false oral statements  
to the officer undertaking the baggage examination. The total value of the jewellery and  
watches not detailed in the carnet was $194,118.93. 

The three defendants were charged in the Brisbane Magistrates Court for attempted evasion  
of customs duty, contrary to Section 234(1) (a) of the Customs Act 1901 and making various  
false statements to an officer of Customs (contrary to Section 234(1)(d) of the Act). 

The duty evaded by each defendant was $6,742.45. The defendants pleaded guilty to each 
offence. On 21 April 2015, the court ordered the defendants to pay a total of $47,886 in fines  
and costs. The jewellery and watches were forfeited to the Crown. 

The case highlights the significant penalties that courts may impose on any importer attempting  
to evade the payment of customs duty, including the possibility that items may be forfeited. 

Table 28:  Federal Court appeals from decisions by the Administrative Appeals Tribunal

2012–13 2013–14 2014–15 

Appeals resolved in favour of ACBPS – – 1

Appeals resolved against ACBPS – – –

Tariff Classification and Schedule 4 items – – 1

Valuation and origin – – –

Tariff concessions – – –

Other – – –

Total appeals in favour and against – – 1

2 A carnet is an internationally recognised document for the temporary importation of goods that allows for their  
temporary admission without the payment of duties or taxes.
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2012–13 2013–14 2014–15 

Matters withdrawn/dismissed (section 42A) 9 18 12

Matters settled by consent (section 42C) 11 3 3

Tariff classification and Schedule 4 items 3 5 1

Valuation and origin – 1 –

Tariff concessions 15 11 9

Refunds 2 2 2

Freedom of information – – –

Other – 2 3

Total matters dismissed and settled 20 21 15

Table 30:  Administrative Appeals Tribunal requests for reasons

2012–13 2013–14 2014–15 

Tariff classification and Schedule 4 items – – 3

Valuation and origin – – –

Tariff concessions – – –

Refunds – – –

Freedom of information – – –

Other – – –

Total requests for reasons – – 3

PARLIAMENTARY COMMITTEE REPORTS
There were no parliamentary committee inquiries into the operation of the Service during 2014–15. 
However, the Service contributed to a number of parliamentary committee inquiries including 
appearing and providing evidence before:

•  the Review of Auditor-General’s Reports Nos 42, 43, 48, 50, 52 (2013–14) Screening of 
International Mail (held by the Joint Committee of Public Accounts and Audit in October 2014)

•  the inquiry into circumvention of anti-dumping laws in November 2014 (House of 
Representatives Standing Committee on Agriculture and Industry)

•  the inquiry into Australian Border Force Bill 2015 [Provisions] and the Customs and Other 
Legislation Amendment (Australian Border Force) Bill 2015 [Provisions] (Senate Legal and 
Constitutional Affairs References Committee) in March 2015

•  the airport and aviation security inquiry (Senate Standing Committees on Rural and  
Regional Affairs and Transport) in April 2015

•  the inquiry into crystal methamphetamine (ice) (Parliamentary Joint Committee on  
Law Enforcement) in June 2015.
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COMMONWEALTH OMBUDSMAN
The Service received 11 approaches from the Commonwealth Ombudsman this year.  
The complaints and issues table below provides information on ACBPS-related notices  
and complaints to the Commonwealth Ombudsman from 2011–12 to 2014–15.

Table 31:  Ombudsman complaints and issues, 2012–13 to 2014–15 

2012–13 2013–14 2014–15 

Number of approaches received  
from the Ombudsman

8 8 11

Number of approaches finalised  
by the Ombudsman

7a 8b 7

Findings of administrative deficiency 
following investigation by the Ombudsman

1 – –

Decided not to investigate,  
or not to investigate further

7 8 7

Own motion investigations – – –

a Two of these approaches were received in 2011–12. 

b Two of these approaches were received in 2012–13. 
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The Auditor-General completed two audits of our operations during the year: 

CAPE CLASS MANAGEMENT OF THE PATROL  
BOAT PROGRAMME
The objective of the audit was to assess the effectiveness of the Australian Customs and  
Border Protection Service’s management of the Cape Class patrol boat programme.

ADMINISTRATION OF THE TARIFF CONCESSION SYSTEM
The objective of the audit was to assess the Australian Customs and Border Protection  
Service’s administration of the Tariff Concession System.

CROSS-AGENCY AUDITS INVOLVING THE SERVICE
The Auditor-General completed two audits across agencies during the year: 

CONFIDENTIALITY IN GOVERNMENT CONTRACTS:  
SENATE ORDER FOR DEPARTMENT AND AGENCY 
CONTRACTS (CALENDAR YEAR 2013 COMPLIANCE)
The objective of this audit was to assess the appropriateness of the use and  
reporting of confidentiality provisions in Australian Government contracts.

ENTITIES’ USE OF LIMITED TENDERING
The objective of the audit was to assess whether selected entities had appropriately justified  
the use of limited tender procurement and whether processes adopted met the requirements  
of the Commonwealth Procurement Rules including the consideration and achievement of  
value for money.

Reports by the Auditor-General 
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Client service excellence

Our client service charter and standards establishes benchmarks for service delivery to ensure  
we are open and accountable to the community.

We welcome feedback on the range of services we provide and we monitor that feedback to 
identify areas for improvement. Members of the community and industry can provide feedback 
through a detachable portion of our Complaints and Compliments brochure, the ACBPS website, 
by telephone, mail or email. The tables below outline the compliments and complaints received 
this year.

We aim to respond to all complaints and compliments within 15 working days. Our average 
response time this year for complaint cases was 25 working days with our average response  
time for compliments being one day. 

We received and investigated 1,466 complaints this year, compared to 1,331 complaints  
received and investigated in the previous year. This represents a 9.21 per cent increase  
overall from 2013–14 to 2014–15. 

Table 32:  The top five complaint sentiments

Sentiment 2014–15 

Queue delay 265

Officer was rude 212

Hold on cargo consignment not removed 192

Goods were damaged 75

Cargo consignment always held 73

Table 33:  The top five compliment sentiments

Sentiment 2014–15 

Officer was helpful 67

Appreciated assistance 66

Officer was professional 39

Officer was friendly 16

Appreciated facilitation 13
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2012–13 to 2013–14

Ratio 2013–14 Ratio 2014–15 

Complaints to compliments 3.16:1 5.35:1 

Complaints to air and sea  
passengers movementsa

1:86,650 1:57,045 

Complaints to TEU inspected at  
a container examination facilityb

1:913 1:844 

Complaints to ACBPS Information and 
Support Centre (CI&SC) contactsc

1:16,634 1:16,210 

a  All complaints cases related to air and sea movements (passenger and crew) compared to total passengers  
and crew movements.

b  Twenty-foot Equivalent Units. 

c  Sea cargo complaints to total TEU inspected at Container Examination Facilities (CEF). 
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Ministerial representations

This financial year, the Minister for Immigration and Border Protection and the Assistant  
Minister for Immigration and Border Protection received 700 items of correspondence related  
to the Service. We also supplied the Minister for Immigration and Border Protection and the 
Assistant Minister for Immigration and Border Protection with 315 briefings and submissions  
on Service-related matters, as detailed in the tables below.

Table 35:  Ministerial correspondence and briefings 

2012–13 2013–14a 2014–15

Ministerial correspondence received  
on ACBPS-related mattersb 

1,639 700 711

Ministerial briefings provided by ACBPSb 709 486 315

a  Figures include Operation Sovereign Borders Joint Agency Taskforce (OSB JATF) correspondence, briefings  
and submissions—ACBPS provides ministerial support to OSB JATF, which was created on 1 October 2013. 

b  Due to the limitations of the Parliamentary Document Management System (PDMS) we are unable to accurately  
state the number of ministerial correspondence received and ministerial briefings provided in DIBP’s tenet for PDMS  
that is related to the ACBPS.

Table 36:  Questions on Notice directed to the Service

2012–13 2013–14 2014–15

Questions on Notice received from  
the House of Representatives 

19 1 2

Questions on Notice received  
from the Senate 

17 6 2

Questions on Notice received  
from Senate Estimates 

203 593a 147a

a  This figure does not include questions where ACBPS provided input into non-portfolio agency responses  
or questions directed to the OSB JATF.
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Legal services

During 2014–15 the Legal Services Branch of ACBPS amalgamated with the Legal Division  
of the Department of Immigration and Border Protection to form the Legal Division for the 
Immigration and Border Protection Portfolio. 

In 2014–15 the Legal Division provided legal services that enabled the Portfolio, including the 
separate legal entities of the Department and ACBPS, to meet its obligations and strategic 
objectives in an efficient, cost-effective and lawful manner. In addition to the continued expansion 
of the Regional Legal Network in some of the busiest regional offices, the Legal Division has 
played an instrumental role in providing training through the Australian Border Force College  
and provided legal support to the ACT HQ accommodation project. 

MAJOR LEGISLATIVE AMENDMENTS
Eight ACBPS-related Acts were passed in parliament during the year. The significant Acts  
are listed below: 

• The Customs Amendment (Japan-Australia Economic Partnership Agreement Implementation) 
Act 2014 and the Customs Tariff Amendment (Japan-Australia Economic Partnership 
Agreement Implementation) Act 2014. These Acts gave effect to the Japan-Australia Economic 
Partnership Agreement and enable goods from Japan that satisfy the rules of origin to enter 
Australia at preferential rates of customs duty. 

• The Customs Amendment (Korea-Australia Free Trade Agreement Implementation) Act 2014 
and the Customs Tariff Amendment (Korea-Australia Free Trade Agreement Implementation)  
Act 2014. These Acts gave effect to Korea-Australia Free Trade Agreement and enable goods 
from Korea that satisfy the rules of origin to enter Australia at preferential rates of customs duty. 

•  The Customs Amendment Act 2015 which, among other measures, extended powers of 
examination to the baggage of domestic passengers on international flights and voyages,  
and to domestic cargo that is carried on an international flight or voyage. 
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REFORM AND INTEGRATION WORK
In 2014–2015 the Legal Division (including the Service’s former Legal Services Branch) provided 
significant assistance on programs under the ACBPS Blueprint for Reform 2013–2018. This assistance 
included options for the future employment model along with measures to strengthen integrity. 
Significant assistance was also provided on the procurement of new technologies to enhance the 
ACBPS’s intelligence capability and approach for future travellers, and to modernise its approach to 
trade and goods. 

Following the Government’s announcement of the integration of ACBPS and DIBP on 1 July 2015, 
the Legal Division also provided significant assistance to facilitate transition to ‘one agency’ under 
the Plan for Integration. This included advice on the establishment of integrated divisions and 
associated employment and financial management issues, preparing new delegations, advice 
on the consolidation of procurements and contracts, and assisting business areas to achieve 
efficiencies in the transition period. Significant assistance was also provided on preparatory  
work to establish the Australian Border Force and ABF College from 1 July 2015. 
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Members of the Regional Legal Network team are located in regional offices and provide advice 
and services to regionally based clients, including on-site at airports and seaports. The team 
consists of four permanent lawyers based in Melbourne, Cairns, Sydney and Perth and three  
non-ongoing lawyers in Cairns, Melbourne and Brisbane. 

The Regional Legal Network provides a number of critical legal functions, primarily to regional 
operational areas. These include the management of customs prosecutions and condemnations 
and drafting of all related advice, court documents and submissions; supporting line areas through 
the provision of legal advice on operational matters, criminal investigations and on-site services; 
and providing training to operational areas as required. 

In 2014–15 the Regional Legal Network provided more than 500 pieces of advice to operational 
areas in NSW and Victoria as well as managing Customs prosecutions and condemnation matters 
nationally. As its lawyers were formerly employed by the CDPP, the Australian Government 
Solicitor and NSW Police Force, the network has been able to provide in-house criminal law 
expertise to operational areas. 

The establishment of the Regional Legal Network has not only led to a significant decrease in 
external expenditure but also resulted in increased client engagement with the Legal Division.  
It has allowed clients to obtain pre-operational advice—for example, advice about warrant  
issues before a warrant is executed, and advice about powers and offences before operations, 
leading to better outcomes. 
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Staff profile
ROGER NORTHCOTE 
Director 
Customs Law and Prosecutions 
Legal Division

Roger joined the Service in 1993 and says that being a customs lawyer has provided a constantly 
challenging, diverse and interesting career. An average day might see Roger prepare submissions 
for a customs duty dispute, advise on the customs law aspects of a policy proposal, and advise 
investigators on enforcement options that might include administrative action such as cancelling a 
licence, commencing a customs prosecution, or referring potential criminal charges to the CDPP. 

Roger says every year brings new challenges, and among recent highlights he nominates his 
involvement in establishing the Regional Legal Network to better support Regional Commands 
and legal aspects of Operation Sovereign Borders. 

His legal work has touched on most of the Service’s functions, including litigating and advising 
on all kinds of customs duty disputes, other aspects of cargo and trade, and border enforcement 
activities. He regularly liaises with other government agencies, including AGD, CDPP,  
the Department of Industry, Department of Defence and DFAT. 

Since November 2014 Roger has supervised a blended team of immigration and customs lawyers 
within the integrated Legal Division. Its responsibilities include managing civil penalty actions for certain 
breaches of immigration law and all customs-related administrative law litigation for the Portfolio. 

Roger is motivated by the public service aspects of his legal work: protecting the community and 
assisting Australian business by contributing to the fair enforcement and sound development of 
customs, immigration and other border-related law. For Roger, integration means a broader policy 
and operational perspective, associated new legal issues, and many new colleagues to work with 
in these essential government functions. 

147
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REWRITING THE CUSTOMS REGULATIONS
This year under review saw the Legal Division take a key role in an important project to replace  
the Customs Regulations 1926 (1926 Regulations), which lapsed on 1 April 2015 under the 
operation of the Legislative Instruments Act 2003. 

Legislation Acts C Team and the Customs and Industry Branch worked closely with the 
Commonwealth’s drafting agency, the Office of Parliamentary Counsel (OPC), to prepare the 
Customs Regulation 2015 (2015 Regulation) and the Customs (International Obligations) 
Regulation 2015 (International Obligations Regulation). 

The 2015 Regulation and the International Obligations Regulation significantly improved the 
provisions in the 1926 Regulations by repealing redundant provisions, simplifying language  
and restructuring provisions without making substantive changes to existing policy.

Importantly, provisions which give effect to Australia’s international obligations are now contained 
in the International Obligations Regulation. These provisions are exempt from sunsetting and  
have been placed into a separate instrument to ensure that they are not subject to sunsetting  
in the future. 

The Legislation Acts C Team became involved in this process in June 2013. Their role included:

•  reviewing the existing regulations

•  attending meetings with the policy area and OPC

•  obtaining legal advice on the ‘necessary and convenient’ regulation-making power  
in the Customs Act 1901 and certain provisions in the 1926 Regulations

•  preparing explanatory material to accompany both Regulations

•  contributing to executive and ministerial briefings

•  helping to respond to external stakeholder consultation 

•  ensuring that the new Regulations were made and registered for commencement on 1 April. 

COLLECTIVE WORK ON THE AUSTRALIAN  
BORDER FORCE BILL
On 1 July 2015 the integrated Department was to come into existence and the ABF inaugurated. 

The integrated Department and ABF are supported by significant legislative amendments that 
were the responsibility of the Legal Division. These legislative changes are contained in the 
Australian Border Force Act 2015 (ABF Act), the supporting Customs and Other Legislation 
Amendment (Australian Border Force) Act 2015 (the COLA Act) and the Customs and Other 
Legislation Amendment (Australian Border Force) Regulation 2015 (the COLA Regulation). 

Collectively, these Acts and Regulation give effect to the Government’s decision to integrate  
the ACBPS and its functions into the DIBP, and to establish the ABF within the Department.  
The ABF Act also established the statutory office of the Australian Border Force Commissioner, 
who controls ABF operations. 

In addition, the Department has a number of integrity-related regimes in place to ensure  
that staff uphold the highest standards of professionalism and integrity. 
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ADMINISTRATIVE LAW MATTERS
A small team of Canberra based lawyers within the Legal Division represented the Service in 
administrative law matters in the Administrative Appeals Tribunal (AAT). No external lawyers were 
engaged in these matters. Of the 14 decisions of the AAT in contested matters, 11 affirmed the 
decision under review. All of these AAT decisions, except one freedom of information matter, 
involved customs duty disputes for a diverse range of goods. A number of other AAT applications 
were withdrawn by the applicant and some were settled by consent with AAT orders that altered 
the decision under review in a manner favourable to the applicant.

There was only one decided judicial review application in the Federal Court this year. In Primaplus 
Pty Ltd v CEO of Customs [2014] FCA 1358 the court dismissed a challenge to a decision 
to collect anti-dumping duty on imported polyethylene on the basis that the Service wrongly 
classified the imported goods. An appeal from that decision to the Full Federal Court by the 
importer has been heard but not decided. AGS and Counsel were instructed in these matters, 
including providing arguments on the tariff classification issues.

In addition, Legal Division regularly advised on difficult reviewable decisions that were not made 
the subject of AAT or judicial review applications. These included decisions regarding: the licensing 
of customs brokers, depots and warehouses often in the context of alleged breaches of customs 
law; the refusal of applications for TCOs; and all aspects of customs duty.

Through its representation of the Service in administrative law matters, and in providing detailed 
and technical advice in other matters, Legal Division assisted both the Service and the AAT in their 
decision-making, and supported substantial operational and enforcement activities of the Service. 

Notably, of the thousands of administrative decisions made by the Service that are subject to 
administrative and judicial review, in contested decisions only three were set aside by the AAT 
and none by the Federal Court. Considering the number of decisions made, the diverse interests 
affected and considerable revenue involved, this reflects well on the overall quality of the decision-
making by operational areas and the quality of the legal support and representation provided.

SUMMARY OF LEGAL EXPENDITURE
The main areas of external legal expenditure are: 

•  ACBPS prosecutions which are actions to recover fines and condemn forfeited  
goods under the Customs Act 1901

•  other court matters—including judicial review applications and common law claims 

•  commercial law and conveyancing services. 
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Table 37:  ACBPS expenditure on professional fees paid to contracted service providers

2012–13 ($) 2013–14 ($)a   2014–15 ($)a   

Australian 
Government Solicitor 

2,682,230.98 1,883,521.40 2,071,068.76

Ashurst 16,423.73 16,994.87 44,562.84

Clayton Utz 287,236.51b 59,141.90 100,939.00

Culshaw Miller – – 1,000.00

Dibbs Barker 550.00 – 1,200.00

DLA Piper – 4,410.00 8,943.50

Gadens – – 6,000.00

HWL Ebsworth – – 175,810.46

Jackson McDonald – 1,090.91 –

King & Wood 
Mallesons 

350.90 – –

Minter Ellison – – 10,147.60

Moray and Agnew – 675.00 2,700.00

Norton Rose Fulbright – 200.00 –

Piper Alderman – 2,800.00 –

Proximity Legal 34,452.00 – –

Sage Legal Services – 66,600.00 –

Sparke Helmore –c – 18,177.32

Total 3,021,244.12 2,035,434.08d 2,440,549.48e

a  All amounts for 2013–14 and 2014–15 are exclusive of GST. All future reporting of legal services expenditure will be 
exclusive of GST to ensure consistency with the reporting requirements set by the Attorney-General’s Department  
in Guidance Note 8 (Reporting of Legal Services Expenditure).

b  The reported expenditure for Clayton Utz in 2012–13 annual report incorrectly included disbursements, the above figure  
is the correct figure for professional fees.

c  The incorrectly reported $1 for Sparke Helmore has been removed. 

d  Total does not include $22,481.78 paid to the Attorney-General’s Department for tied work legal services.

e  Total does not include $14,614.87 paid to the Attorney-General’s Department for tied work legal services or $10,000  
paid to the Office of Parliamentary Counsel for drafting services.
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4Table 38:  ACBPS total expenditure on legal services, and number and value  
of briefs to counsel by gender

2012–13 ($) 2013–14 ($)a  2014–15 ($)a  

Total external legal services 
expenditure

3,637,398.57 2,410,553.91 2,828,140.29b

Total number of counsel briefed 25 17 25

Male counsel briefed 21 15 21

Female counsel briefed 4 2 4

Total number of counsel direct briefed – – –

Male counsel direct briefed – – –

Female counsel direct briefed – – –

Total value of counsel briefs 479,422.88 254,841.13 308,494.26

Value of male counsel briefs 433,377.88 236,204.31 299,160.17

Value of female counsel briefs 46,045.00 18,636.82 9,334.09

Total disbursements  
(excluding counsel)

136,731.57 97,796.92 64,481.68

Total professional fees paid 3,021,244.12 2,035,434.08 2,440,549.48b

Total fees paid to AGD for tied work – 22,481.78 14,614.87

Total internal legal services expenditure 3,920,379.81 3,928,462.40 4,347,352.37

Total costs recovered 271,131.19 398,202.67 490,993.00

a  All amounts for 2013–14 and 2014–15 are exclusive of GST. All future reporting of legal services expenditure will be 
exclusive of GST to ensure consistency with the reporting requirements set by the Attorney-General’s Department  
in Guidance Note 8 (Reporting of Legal Services Expenditure).

b  Does not include the $10,000 paid to the Office of Parliamentary Counsel for drafting services.
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Resource management

In 2014–15 the Service focused on ensuring that mechanisms were in place to facilitate the most 
efficient and effective deployment of resources. By implementing sound financial governance 
arrangements to support the management of our asset and procurement processes, we have 
been able to optimise the delivery of the Service’s core activities while minimising resource use.

During 2014–15 resource management was especially challenging as we have continued our 
strong governance of the Service’s resources while also transitioning our processes to align  
with those of DIBP in preparation for integration.

The key processes that supported the effective and efficient allocation of resources  
within the Service include:

•  coordinating the contribution to the Commonwealth’s budget processes

•  actively managing the internal budget and allocations in line with our strategic  
direction and priorities

•  actively managing the capital investment programme by aligning capital investment  
with key Service and Government priorities

•  providing reliable financial systems and reporting to support effective budget and  
resource management

•  reporting financial performance internally to executive management and externally  
to the Department of Finance

•  continually reviewing Accountable Authority Instructions and other financial policies  
and delegations to ensure compliance with financial and procurement policies.

We maintained our strong controls environment throughout the year and this has ensured  
a high level of compliance with our financial and resource management responsibilities.

ASSET MANAGEMENT  
Asset management has continued to be an area of focus. The Asset Management Framework 
continues to be refined and strengthened, along with our asset management practices to ensure 
compliance with accounting standards.

At 30 June 2015, we held non-financial assets with a value of $841.0 million. This compares to 
$638.3 million at 30 June 2014. This rise reflects the net addition of a number of assets acquired 
during the year—the most significant being ACV Ocean Shield (transferred from the Department 
of Defence) and Cape Class vessels ACV Cape Nelson, ACV Cape Sorrell, ACV Cape Jervis and 
ACV Cape Leveque.
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4PURCHASING 
The Service based its purchasing and procurement policies on the Public Governance, 
Performance and Accountability Act 2013 and the Commonwealth Procurement Rules (CPRs).

In 2014–15 the Corporate Group provided specialist advice and assistance to all areas  
engaged in procurement and contract management through:

•  self-service, which included streamlined information, guidance and tools supported by  
a helpdesk function

•  dedicated procurement staff to provide appropriate support and advice for approaches  
to market

•  centralised management of high value/high risk procurement 

•  developing and maintaining policy documentation and guidance

•  coordinating external procurement reporting responsibilities

•  legal and probity advice.

Procurement documentation is published on AusTender in accordance with the requirements  
of the CPRs and other relevant guidelines. In addition to the information published on AusTender,  
the Service has an in-house contract reporting system. Quality assurance measures and 
assurance processes in the system are used to maintain the accuracy and completeness  
of procurement-related information.

PROCUREMENT INITIATIVES TO SUPPORT  
SMALL BUSINESS
ACBPS supports small business participation in the Australian Government procurement market. 
Small and Medium Enterprises (SME) and Small Enterprise participation statistics are available  
on the Department of Finance’s website:  
www.finance.gov.au/procurement/statistics-on-commonwealth-purchasing-contracts/

ACBPS procurement practices to support SMEs were consistent with paragraph 5.4 of the CPRs. 
Some initiatives and practices in 2014–15 that demonstrated this commitment included:

•  adoption of the Commonwealth Contracting Suite for low risk procurements under $200,000

•  following the Australian Industry Participation Plans where applicable, to require that suppliers 
implement actions and strategies to provide full, fair and reasonable opportunity to Australian 
SMEs to supply goods and services to a project

•  making ACBPS Purchase Order terms and conditions available publicly on the Internet  
for openness and transparency

•  allowing flexible payment terms that can be less than the standard 30 days.
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CONSULTANTS
The ACBPS engaged consultants where it required specialist expertise or when independent 
research, review or assessment was needed. Consultants were typically engaged to investigate 
or diagnose a specified issue or problem, carry out defined reviews or evaluations, or provide 
independent advice, information or creative solutions to assist in our decision-making. 

Before engaging consultants, ACBPS took into account the skills and resources required for 
the task, the skills available internally, and the cost-effectiveness of engaging external expertise. 
The decision to engage a consultant was made in accordance with the PGPA Act and related 
regulations, the CPRs and relevant Accountable Authority Instructions and supporting documents. 
The majority of consultancies were sourced from the ACBPS Consultancy and Business Panel. 
However, open tender, prequalified tender and limited tender procurement methods were  
also used. 

During 2014–15, 31 new consultancy contracts were entered into totalling actual expenditure  
of $5,903,304.82. In addition 17 ongoing consultancy contracts were active in 2014–15,  
involving total actual expenditure of $5,480,640.00. 

Table 39:  The number and value of consultancy contracts entered into during 2012–13, 
2013–14 and 2014–15

Financial year 2012–13 2013–14 2014–15 

Number of consultancy contracts 26 28 31

Contract value $10,771,123 $5,564,377.91 $8,627,796.76

ANAO ACCESS CLAUSES 
The ACBPS officials entered into arrangements that are consistent with the relevant policies  
of the Commonwealth. ACBPS standard contract terms provide the Auditor-General with  
access to contractors’ premises and records as part of the arrangements. 

EXEMPT CONTRACTS 
The ACBPS did not enter into any contracts that were exempt from being published on  
AusTender in 2014–15. 

GRANTS PROGRAMMES 
The ACBPS made three grant payments during 2014–15. Information on grants awarded by  
ACBPS during the period 1 July 2014 to 30 June 2015 is available on the DIBP website,  
www.border.gov.au
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4
Human resource management 

The integration of the ACBPS with DIBP from 1 July 2015 provides an opportunity to develop 
enhanced capability along the border continuum (pre, at and post) by aligning workforce and 
activities. Work has progressed over the 12 months to capitalise on the success of previous 
ACBPS reform activities on building an integrated workforce. There has been a specific focus 
on establishing the ABF, developing the Border Force Officer of the future and their posting and 
deployment model, expanding career opportunities for the integrated workforce, and exploring 
new opportunities that take advantage of the efficiencies from integration. Activities that focused 
on providing the integrated workforce platform include:

•  implementing a single organisational structure for the Portfolio and blending ACBPS  
and DIBP teams

•  establishing the ABF College

•  implementing integrated approaches to career management

•  integrating induction and graduate recruitment. 

OUR WORKFORCE 
The ACBPS workforce spans more than 50 locations around Australia and internationally.  
At 30 June 2015, the Service employed 5,181 ongoing and non-ongoing employees under  
the Public Service Act 1999. 

ACBPS’s workforce consisted of:

•  98.9 per cent ongoing employees and 1.1 per cent non-ongoing employees

•  89 per cent full-time employees and 11 per cent part-time employees

•  57 per cent male staff and 43 per cent female staff 

•  the average workforce age was 43.7 years. 

Tables 40 and 41 provide statistics on staffing by gender, classification, location and employment 
status and comparisons with figures from 2012–13 to 2014–15. 

Table 40:  Officer numbers by gender 2012–13, 2013–14 and 2014–15

30 June 2013 30 June 2014 30 June 2015

Female 2,357 2,279 2,218

Male 3,159 3,079 2,963

Total 5,516 5,358 5,181
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Table 41:  Officer numbers by classification and gender from 30 June 2013 to 30 June 2015

30 June 2013 30 June 2014 30 June 2015

Male Female Male Female Male Female

Indigenous Cadets 1 2 0 0 0 0

ACBPS Trainees 9 23 10 15 12 8

ACBPS Graduates 10 7 11 3 11 3

Customs Level 1 
(Customs Officers)

1,288 1,007 1,253 926 1,165 876

Customs Level 2 
(Senior Customs 
Officers) 

771 585 704 594 743 594

Customs Level 
3 (Customs 
Supervisors) 

569 406 595 422 557 423

Customs Level 
4 (Customs 
Managers)

342 231 336 220 322 227

Customs Level 5 
(Customs Directors) 

131 75 132 72 129 74

Senior Executive 
Service (SES)a

38 21 38 27 24 13

Total 3,159 2,357 3,079 2,279 2,963 2,218

a  Includes the CEO, ongoing SES employed under the Public Service Act 1999, non-SES employees on higher duties and 
the CEO. As part of the Machinery of Government integration between ACBPS and DIBP a number of SES officers were 
moved from ACBPS to DIBP prior to 1 July 2015.

Note:  Figures include officers employed under the Public Service Act 1999, officers on leave, officers on higher duties   
and officers seconded from other agencies. Figures do not include contractors. Numbers reflect the actual   
occupancy (headcount derived from ACBPS human resource information systems). Financial statements  
report on officers numbers by average staffing levels. 

WORKFORCE DIVERSITY
The Portfolio is committed to creating a diverse and inclusive workforce, and to embedding equity 
and diversity principles and provisions into our business practices. We aim to create a culture that 
values diversity based on the objectives of responsiveness, equity, accountability and leadership. 

The Service’s draft Workplace Diversity Strategy provided guidance on diversity and inclusion in 
the workplace. It included initiatives supporting the National Disability Strategy 2010–2020 and  
the National Carer Strategy. 

In 2014–15 the focus remained on increasing the representation of Indigenous staff and staff  
with disability. 

The Service has acknowledged the valuable contribution made by peak non-government agencies 
to its diversity and inclusiveness and has retained membership to a number of external agencies 
such as the Diversity Council of Australia and the Australian Network on Disability. 

The Service’s commitment to workplace diversity was further strengthened with the appointment 
of Diversity, Disability and Indigenous Champions and Co-Champions. These roles have provided 
high-level, visible support for diversity and inclusion initiatives. 
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4NATIONAL DISABILITY STRATEGY
The National Disability Strategy 2010–2020 was developed in partnership by the Commonwealth, 
state, territory and local governments, and replaced the Commonwealth Disability Strategy.  
The strategy demonstrates a unified commitment to improving the lives of people with disability, 
promoting participation and supporting a more inclusive society. 

The Service contributed to achieving the strategy’s goals by, among other initiatives, forming a 
Disability Advisory Committee. This committee sought to promote disability awareness in the 
workplace and provided valuable input in the development of strategies and policies to support 
staff with disability. 

Table 42:  Representation of equity and diversity groups by officer classification  
at 30 June 2015

Female

Non-English 
speaking 

backgrounda

People with 
disability Indigenous

No. % No. % No. % No. %

Indigenous 
Cadets

0 0 0 0 0 0 0 0

ACBPS 
Trainees

8 40.00 1 5.00 0 0 0 0

ACBPS 
Graduates

3 21.43 1 7.14 0 0 1 7.14

Customs 
Level 1 
(Customs 
Officers)

876 42.92 132 6.47 22 1.08 38 1.86

Customs 
Level 2 
(Senior 
Customs 
Officers)

594 44.43 72 5.39 22 1.65 11 0.82

Customs 
Level 3 
(Customs 
Supervisors)

423 43.16 58 5.92 19 1.94 9 0.92

Customs 
Level 4 
(Customs 
Managers)

227 41.35 31 5.65 8 1.46 3 0.55

Customs 
Level 5 
(Customs 
Directors) 

74 36.45 4 1.97 2 0.99 1 0.49

Senior 
Executive 
Serviceb 

13 35.14 0 0 0 0 0 0

Totalc 2,218 42.81 299 5.77 73 1.41 63 1.22
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a  Number of officers from a non-English speaking background. 

b  Includes ongoing SES employed under the Public Service Act 1999 and non-SES employees on higher duties as at  
30 June 2015. As part of the Machinery of Government integration between ACBPS and Department of Immigration  
and Border Protection a number of SES officers were moved from ACBPS to DIBP prior to 1 July 2015.

c  Includes officers employed under the Public Service Act 1999, officers on leave, higher duties and officers seconded from 
other agencies. Figures do not include contractors. Numbers reflect the actual occupancy (headcount derived from ACBPS 
human resource information systems). 

Note:  These figures rely on voluntary self-identification and reporting levels vary from year to year.

Table 43:  Statistics on employees who identify as Indigenous 2013–14 and 2014–15

30 June 14 30 June 15

Ongoing Indigenous staff 64 63

Non-ongoing Indigenous staff 0 0

Total 64 63

Table 44:  Officer numbers by location and classification at 30 June 2015

ACT NSW VIC QLD SA WA TAS NT Overseas

Indigenous Cadets – – – – – – – – –

ACBPS Trainees – 20 – – – – – – –

ACBPS Graduates 13 – 1 – – – – – –

Customs Level 1 
(Customs Officers)

296 603 398 375 90 218 6 55 –

Customs Level 2 
(Senior Customs 
Officers) 

382 326 266 166 53 103 6 35 –

Customs Level 
3 (Customs 
Supervisors) 

486 149 151 86 27 58 3 18 2

Customs Level 
4 (Customs 
Managers)

408 36 43 30 5 16 – 4 7

Customs Level 
5 (Customs 
Directors) 

147 14 13 10 1 7 – 2 9

Senior Executive 
Servicea

30 1 1 1 – 1 – 1 2

Total 1,762 1,149 873 668 176 403 15 115 20

a  Includes the CEO, ongoing SES employed under the Public Service Act 1999 and non-SES employees on higher duties  
at 30 June 2015. As part of the Machinery of Government integration between ACBPS and DIBP a number of SES officers 
were moved from ACBPS to DIBP prior to 1 July 2015.

Note:  Figures include officers employed under the Public Service Act 1999, officers on leave, officers on higher duties   
and officers seconded from other agencies. Figures do not include contractors. Numbers reflect the actual   
occupancy (headcount derived from ACBPS human resource information systems). Financial statements  
report on officers numbers by average staffing levels. 
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4Table 45:  Officer numbers by full-time and part-time status and classification at  
30 June 2013, 30 June 2014 and 30 June 2015

30 June 2013 30 June 2014 30 June 2015

Full-time
Part-
time Full-time

Part-
time Full-time

Part-
time

Indigenous Cadets 3 – – – – –

ACBPS Trainees – 32 10 15 20 –

ACBPS Graduates 17 – 14 – 14 –

Customs Level 1 
(Customs Officers)

1,814 481 1,748 431 1,733 308

Customs Level 2 
(Senior Customs 
Officers) 

1,228 128 1,177 121 1,212 125

Customs Level 
3 (Customs 
Supervisors) 

888 87 933 84 887 93

Customs Level 4 
(Customs Managers)

529 44 500 56 498 51

Customs Level 5 
(Customs Directors) 

198 8 195 9 198 5

Senior Executive 
Servicea

59 – 65 – 37

Total 4,736 780 4,642 716 4,599 582

a  Includes the CEO, ongoing SES employed under the Public Service Act 1999, and non-SES officers on higher duties at  
30 June 2015. As part of the Machinery of Government integration between ACBPS and DIBP a number of SES officers 
were moved from ACBPS to DIBP prior to 1 July 2015.

Note:  Figures include officers employed under the Public Service Act 1999, officers on leave, officers on higher duties   
and officers seconded from other agencies. Figures do not include contractors. Numbers reflect the actual   
occupancy (headcount derived from ACBPS human resource information systems). Financial statements  
report on officer numbers by average staffing levels. 
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PLANNING FOR OUR FUTURE WORKFORCE 
The Blueprint for Reform 2012–13 provided a foundation for ACBPS to engage with the workforce 
on understanding career streams and pathways. Integration with DIBP on 1 July 2015 provides an 
opportunity to develop this work and offers our workforce expanded options for their careers. 

The Plan for Integration, launched 20 February 2015, presented staff with an enhanced career 
management framework. The vocational model, consisting of the five vocational streams of border 
force, policy and regulation, intelligence, client services and enabling and support, has been 
developed to give staff information on the qualifications, competencies and experience required 
for roles within each vocation. This allows staff to consider whether they would like to move across 
vocations as their career progresses or whether they wish to specialise in one vocational stream. 
To formalise this process, staff were given the opportunity to build a career plan by 1 July 2015. 
This was facilitated through staff discussing their aspirations with their managers. Career coaches 
were available to provide further information on each of the vocational streams. 

The five streams will be used to guide the way in which the integrated Department will recruit, 
develop and support its staff. 

A people strategy has been developed to provide an overarching vision and culture for the new 
Department. The strategy is founded on the three pillars of strong leadership, values and culture, 
and a professional workforce. Underpinning these pillars is a range of targeted initiatives designed 
to build the overall capability of our workforce. 

IMPROVING PRODUCTIVITY THROUGH TRAINING 
AND DEVELOPMENT INITIATIVES
The integration of ACBPS with DIBP from 1 July 2015 has provided more possibilities to develop 
the people responsible for protecting Australia’s borders. Work has progressed steadily during 
the 12 months under review, with the focus on establishing the ABF and expanding career 
opportunities for the integrated workforce. Significant activity has focused on providing the 
platform for an integrated workforce from 1 July 2015 while meeting ACBPS requirements.  
Key strategies and activities have included:

•  establishing the interim ACBPS College in Sydney Customs House

•  creating the ABF College

•  developing a learning and development strategy for the integrated Department

•  developing a learning framework to enable the integrated Department to standardise  
the way training is governed and delivered

•  mapping the capability and competency requirements of work roles to project and  
describe future workforce needs

•  developing and delivering the ACBPS five-day induction programme 

•  developing and rolling out the leading and managing change programme to support integration

•  developing and piloting five new leadership programmes for non-SES staff to strengthen their 
leadership skills so they can support the integration

•  developing and piloting coaching programmes. 
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4ATTRITION AND RETENTION
For 2014–15, the attrition rate decreased to 6.69 per cent, compared with 6.82 per cent  
for 2013–14. 

During 2014–15, the Service processed the following employee commencements  
and promotions:

•  237 engagements (including ongoing and non-ongoing employees)

•  3 external promotions into ACBPS 

•  103 internal promotions. 

Workforce separations for 2014–15 comprised of:

•  132 resignations 

•  70 transfers to other Australian Public Service (APS) agencies 

•  99 retirements 

•  35 voluntary redundancies 

•  2 dismissals

•  14 contract expirations 

•  6 separations for other reasons. 

EMPLOYMENT AGREEMENTS 
Negotiations commenced in October 2014 for a new enterprise agreement to replace  
the Australian Customs and Border Protection Service Enterprise Agreement 2011–2014,  
which nominally expired on 30 June 2014. 

In May 2014, the Government announced the ACBPS would be integrated with DIBP  
from 1 July 2015.

In March 2015, the Department and ACBPS commenced bargaining for a single enterprise 
agreement that will apply to the integrated Department. Negotiations for the enterprise agreement 
for the integrated Department will continue into 2015–16.

On 26 June 2015, transitional arrangements that maintain a range of conditions for ACBPS 
employees were put in place to apply from 1 July 2015 through determinations made under  
the Public Service Act 1999. The transitional arrangements will apply until a new enterprise 
agreement for the integrated Department is in place.

AUSTRALIAN WORKPLACE AGREEMENTS  
AND SECTION 24 DETERMINATIONS
At 30 June 2015, all substantive SES employees had their terms and conditions of  
employment contained in determinations under section 24(1) of the Public Service Act 1999. 
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INDIVIDUAL FLEXIBILITY ARRANGEMENTS
The Enterprise Agreement allows for individual flexibility arrangements that vary the terms of 
the agreement in relation to a number of matters, including arrangements about when work is 
performed, allowances, remuneration and leave. As at 30 June 2015, 105 non-SES employees 
had agreed individual flexibility arrangements in place. 

COMMON LAW CONTRACTS
As at 30 June 2015, there are no common law contracts in place. 

REMUNERATION 
Our remuneration policy operates in accordance with the Government policy framework  
that applies to the APS. 

SENIOR EXECUTIVE REMUNERATION
The Remuneration Tribunal sets remuneration and conditions for the CEO. The CEO sets 
remuneration and conditions for SES Band 3 employees, and determines remuneration and 
conditions for SES Band 1 and SES Band 2 employees, based on recommendations from the 
Remuneration Committee consisting of the Chief Operating Officer and the Deputy CEO Border 
Operations. 

The base salary ranges for senior executives 2014–15 were as follows: 

•  SES Band 1: $147,420–$199,214

•  SES Band 2: $184,900–$249,480.

OTHER EMPLOYEE REMUNERATION
The Enterprise Agreement covers remuneration arrangements for all non-SES employees.  
Base rates of pay are set out in the current agreement, with provision for salary advancement 
subject to satisfactory or higher performance. 

Table 46:  Classification of officers, APS-equivalent level and salary range at 30 June 2015

Customs classification APS Level Salary range ($)

Indigenous Cadets Not applicable $42,866–$48,326 

ACBPS Trainees Not applicable $42,866–$48,326 

ACBPS Graduates Not applicable $53,127–$61,970 

Customs Level 1 (Customs Officers) APS Level 3 $53,127–$61,970 

Customs Level 2 (Senior Customs Officers) APS Level 5 $66,652–$72,806 

Customs Level 3 (Customs Supervisors) APS Level 6 $73,469–$86,923 

Customs Level 4 (Customs Managers) EL 1 $94,022–$108,833 

Customs Level 5 (Customs Directors) EL 2 $110,582–$143,092
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4PERFORMANCE PAY 
Performance pay is not available to SES employees. 

Performance pay is available to non-SES employees who are at the top of their salary range and 
receive a rating of ‘performed above agreed requirements’ or ‘met agreed requirements’ through 
the performance management system.

Details of performance ratings and pay awarded this year are provided in tables 47 and 48.

Table 47:  Number of officers who rated as ‘performed above agreed requirements’  
by classification, 2014–15

CL 1 CL 2 CL 3 CL 4 CL 5 Total

Number of officers who rated 
as ‘performed above agreed 
requirements’ 

76 148 165 167 129 685

Note: CL = Customs Level
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Table 48:  Performance pay outcomes (Enterprise Agreement), 2011–14

CL 1 CL 2 CL 3 CL 4 CL 5 Total

Number 
of officers 
receiving 
bonus 

1636 1032 710 417 137 3932

Total amount 
paid ($) 

1,804,820 1,513,539 1,304,220 1,079,668 559,806 6,262,053

Bonus 
amount 
average ($) 

1,103.19 1,466.61 1,836.93 2,589.13 4,086.18 1,592.59 

Minimum 
bonus paid ($) 

22 3 417 102 99 643

Maximum 
bonus paid ($) 

3,099 3,783 4,463 5,675 7,297 2,4317

Note: CL = Customs Level

NON-SALARY BENEFITS 
A range of non-salary benefits is available to SES and Director-level (Customs Level 5) officers. 
They include a motor vehicle allowance, car parking (where available), home garaging, limited 
personal use of an official mobile phone and airline lounge membership. 

Manager-level (Customs Level 4) officers have access to limited personal use of an official  
mobile phone and airline lounge membership. 

All ongoing employees have access to salary packaging for motor vehicles, airline lounge 
membership and superannuation. 

NEW PERFORMANCE MANAGEMENT  
FRAMEWORK, CASCADING AGENCY  
OUTCOMES INTO INDIVIDUAL GOALS
Managing performance is a continuous process of communicating and clarifying expectations 
in line with business priorities. It is about measuring performance progress and encouraging 
employee development. 

Following an extensive review of the Service’s performance system during 2012–13, the way 
in which performance was managed changed to support the transition to a high-performance 
culture. This new process aims to enhance personal leadership by supporting and encouraging 
ownership and accountability for performance management through regular conversations about 
performance.

In the Portfolio, performance management is not just about primary tasks and responsibilities 
(what you do)—equally important are professionalism and conduct, the ability to demonstrate 
expected behaviour, attendance and appearance (how you do it). 

Performance management contributes to a high-performance culture by governing and supporting 
the setting of personal performance and development goals, enabling continuous performance 
feedback conversations between employees and supervisors, and assessing individual 
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4achievement and development against agreed goals and behaviour. Employees’ individual 
performance contributes to the overall performance of the Portfolio. 

To align individual goals to organisational outcomes, the Portfolio has designed a system  
that will enable individuals to set goals that relate to the deliverables of their team, section  
or branch. This will enable employees to see clearly the link between their work expectations  
and organisational objectives. 

INTEGRATION OF FINANCE AND HUMAN RESOURCE 
FUNCTIONS INTO ONE SHARED SERVICES FUNCTION
Implementation of a Portfolio shared services approach coincided with the integration of  
DIBP and ACBPS. 

Along with whole-of-government directions, initial analysis highlighted opportunities to apply 
lessons that other Commonwealth and state Government agencies had learnt in their transition  
to shared services. Consideration of the approaches that other Government agencies had  
adopted was balanced against the unique systems, geographic and cultural characteristics  
of the new Department and was informed by resource availability. 

Significant initial achievements include the co-location of corporate transaction functions within 
the one Shared Services Branch and a single human resources call centre, with one HR, finance, 
property, travel and procurement contact point for staff of the integrated Portfolio. 

In addition, information and communications technology (ICT) systems limitations were overcome 
to facilitate the shared service’s first steps. Each agency had run a separate version of the SAP 
HR personnel management system. There was also duplication in systems for finance, learning 
management, performance management, telephony system to support corporate call centres  
and systems to ‘ticket’ and track work. 

Ongoing work will continue to build on practice that:

•  increases Portfolio agility

•  supports responsiveness to whole-of-government directions

•  allows gradual change in behaviour/practice for users

•  helps corporate teams to transition to improved shared services processes while  
maintaining and improving service levels 

•  standardises processes and tests them for failure points while minimising the impact  
on users and limiting financial and administrative risk

•  aligns service initiatives with systems capability

•  increases responsiveness to industrial requirements (Enterprise Agreement negotiations). 
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In response to the diverse and complex corporate and operational risks in a fluid and demanding 
work environment, the Portfolio has focused on reducing its workers’ compensation premium as 
an indicator of reduced injuries and improved return-to-work outcomes. 

Implementation of the Work Health and Safety Plan 2014–16 has ensured progress against 
our commitment to continuous health and safety improvement, and promoted a positive safety 
culture. Key achievements include:

•  national Ebola awareness training for operational officers

• a national audit of the rehabilitation management system to establish a nationally consistent model

•  a successful national Rehabilitation Case Manager Forum with a focus on a nationally consistent 
approach to case management

•  a Portfolio Rehabilitation Case Manager Conference to develop a nationally consistent 
rehabilitation case management model for the integrated Portfolio

•  integration of systematic hazard control and risk elimination and minimisation into all  
planning and operational activities

•  supporting our People awareness training for managers, emphasising the importance of  
early intervention in minimising employee absences and improving return-to-work outcomes

•  review of the workplace health and safety training framework. 

These initiatives will underpin the development of a Portfolio Health and Safety Management 
System that will provide the integrated organisation with the means to achieve continuous 
improvement through integrated workplace management systems. 

NATIONAL BULLYING AND HARASSMENT 
AWARENESS SESSIONS
Workplace bullying and harassment awareness sessions were delivered to more than 1,100 
employees during 2014–15. The sessions aimed to promote the Service’s policy on workplace 
bullying and harassment and to educate staff on the avenues that are available to them to address 
behaviour of this kind. The sessions promote an environment free from bullying and harassment 
and help to train supervisors in managing informal reports of bullying and harassment. 

Workplace health and safety 
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4Table 49:  Comcare claim data and unscheduled absences, 2012–13 to 2014–15

2012–13 2013–14 2014–15 

Accepted compensation 
incident claims 

98 139 115

Claims per 100 officers 
(headcount)

1.77 2.59 2.22

Accepted compensation 
incident claims with time  
off work

98 101 82

Accepted compensation 
incident claims resulting in  
5 or more days incapacity

85 90 66

Claims of 5 or more days 
incapacity per 100 officers 
(headcount)

1.54 1.68 1.27

Quality of return to work 
outcomesa

84% 69% 59%

Annual absenteeism (days per 
full-time equivalent) 

13.92 13.91 13.88

a  Number of officers who successfully returned to employment following the implementation of a return-to-work plan. 

INVESTIGATIONS AND NOTICES
There is currently one investigation issued under Parts 8 or 10 of the Work Health and  
Safety Act 2011. 

NOTIFIABLE INCIDENTS 
The Portfolio is obliged to notify Comcare of notifiable events under the Work Health and  
Safety Act 2011. The categories prescribed in section 35, in order of severity, are:

•  death

•  dangerous incident

•  serious injury or illness. 

In 2014–15 the Service notified Comcare of 22 incidents. The Portfolio will continue to liaise  
with Comcare regarding the altered definition of a notifiable incident with the amended work  
health and safety legislation. 

Table 50:  Notifiable incidents, 2012–13 to 2014–15 

2012–13 2013–14 2014–15 

Death 1a 2a 0

Dangerous incident 16 17 13

Serious injury or illness 13 11 9

Total 30 30 22

a  Illegal maritime arrival.



168 Australian Customs and Border Protection Service

Table 51:  Notifiable incidents—mechanism of injury 2012–13 to 2014–15

2012–13 2013–14 2014–15 

Mechanism of injury No. % No. % No. %

Falls, trips and slips 2 6.67 2 6.90 27 30.7

Hitting objects with body 1 3.33 – – 4 4.5

Being hit by moving 
objects 

11 36.67 3 10.34 10 11.4

Sound and pressure – – – – – –

Body stressing 1 3.33 – – 39 44.3

Heat, electricity and other 
environmental factors 

6 20 3 10.34 – –

Chemical and other 
substances 

4 13.33 7 24.14 – –

Biological factors 1 3.33 1 3.45 1 1.1

Mental stress – – 1 3.45 5 5.7

Hazard 2 6.67 5 17.24 – –

Vehicle accidents and 
other

2 6.67 1 3.45 2 2.3

Other and unspecified – – 6 20.69 – –

Total 30 100 29 100 88 100
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AGENCY MULTICULTURAL PLAN 2013–15
The Portfolio is committed to a diverse workforce and seeks to embed the principles of equity  
and diversity in its day-to-day business and people management. 

Within the Service, the Agency Multicultural Plan 2013–15 supported human resource practices  
in relation to recruitment and retention practices, education and staff development, and equity  
and diversity. 

Externally, the Service sought to improve communication processes with travellers (including 
international passengers and business entities) and people who facilitate the transportation of 
cargo and goods across Australia’s borders. 

Initiatives such as the development of a language and communication plan for clients from 
different cultural and linguistic backgrounds have increased the workforce’s understanding of the 
needs of a multicultural society and the importance of embracing the diversity of staff and clients.

Social justice and equity
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Financial statements

Our financial management function has been a core accountability mechanism for the Service  
and is one of the fundamental components of good corporate governance for the Portfolio.  
Proper management of risks ensures that we use our resources efficiently while complying  
with the Commonwealth’s financial framework. 

The financial statements include a statement by the Secretary and the Chief Finance Officer that 
financial records are maintained properly and that they give a true and fair view of the matters 
required by the Public Governance, Performance and Accountability (Financial Reporting) Rule 
2015. The Auditor-General provided the Service with an unmodified independent audit report for 
the financial statements and this is included in this Annual Report.

ACBPS STATEMENTS
The deficit attributable to the Government is $36.6 million. When the change in asset revaluation 
surplus is factored in the Service reported a comprehensive loss of $29.7 million compared with 
a loss of $101.5 million in 2013–14.The loss results largely from the Government’s decision to 
no longer provide appropriation funding to agencies for depreciation and amortisation under the 
Commonwealth’s Net Cash Funding arrangements. Note 3 to the Financial Statements outlines 
the ‘comprehensive income/(loss)’ excluding depreciation and amortisation expenses. Note 3 
reports comprehensive income less depreciation and amortisation as a surplus of $90.9 million 
compared to a $0.3 million surplus for 2013–14. 

If the changes in our asset revaluation reserve, which totalled $6.9 million for 2014–15, is excluded 
the underlying result for 2014–15 is $84.0 million. This result includes gains resulting from the 
receipt of the ADV Ocean Shield valued at $98.9 million. If the impact of the gain is excluded 
the underlying result would be an operating loss of $14.9 million which is a more conventional 
measure of the Service’s operating result.

Our total operating income for this year was $1,221.4 million compared to $1,074.4 million in 
2013–14. This operating income consisted of:

•  revenue from Government of $1,034.0 million

•  sale of goods and services $72.7 million

•  other non-taxation revenue $11.9 million

•  total gains $102.8 million. 

Table 52:  Departmental income and expenditure

2010–11 
($’000)

2011–12 
($’000)

2012–13 
($’000)

2013–14 
($’000)

2014–15 
($’000)

Income {A} 1,006,763 1,021,272 1,024,678 1,074,444 1,221,411

Expenditure {B} 1,086,467 1,135,359 1,138,362 1,181,736 1,257,983

Deficit attributable 
to the Australian 
Government {A–B}

(79,704) (114,087) (113,684) (107,292) (36,572)



2010–11

2011–12

2012–13

2013–14

2014–15

$1,006,763

$1,086,467

$1,021,272

$1,135,359

$1,024,678

$1,138,362

$1,074,444

$1,181,736

$1,221,411

$1,257,983

ExpensesIncome

Figure 9 DEPARTMENTAL INCOME  
AND EXPENDITURE ($’000)
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Note:  From 2010–11 Commonwealth agencies were not funded for depreciation and amortisation expenses.
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The schedule of administered items is presented in Tables 53 and 54. The financial statements 
disclosing all revenues, expenses, assets, liabilities, cash flows, commitments, contingent assets 
and liabilities are also within.

Table 53:  Administered revenue and gains

2010–11 
($’000)

2011–12 
($’000)

2012–13 
($’000)

2013–14 
($’000)

2014–15 
($’000)

Income 6,590,364 7,901,009 9,103,184 10,381,141 12,130,117

Administered schedule

Figure 10 ADMINISTERED REVENUE 
AND GAINS ($’000)

$6,590,364
2010–11

$7,901,009
2011–12

$9,103,184
2012–13

$10,381,141
2013–14

$12,130,117
2014–15
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Table 54:  Components of administered revenue

2012–13  
($’000)

2013–14  
($’000)

2014–15  
($’000)

Taxation revenue

Customs duty 8,171,146 9,279,038 10,882,321

Passenger Movement  
Charge (PMC)

776,991 846,611 881,298

Import Processing Charge  
and Depot Charges 

149,793 242,377 353,372

Total taxation revenue 9,097,930 10,368,026 12,116,991

Non-Taxation revenue

Fees, fines and prosecutions 1,696 1,747 1,068

Interest 22 0 28

Other revenue 3,536 2,037 5,439

Total non-taxation revenue 5,254 3,784 6,535

Total administered revenue 9,103,184 10,371,810 12,123,526

Note:  The effect of the gain (reversal of write downs and impairments) is not classified as revenue and therefore has not  
been included in this table.
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5AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
STATEMENT OF COMPREHENSIVE INCOME
for the period ended 30 June 2015

    2015   2014
  Notes $’000   $’000

Net cost of services        
Expenses        

Employee benefits 4A 577,641   568,306
Suppliers 4B 556,534   510,106
Grants - overseas governments   1,165   50
Depreciation and amortisation 4C 120,566   101,848
Finance costs - unwinding of discount   429   710
Write-down and impairment of assets 4D 1,618   703
Losses from sales - land and buildings   30   13

Total expenses   1,257,983   1,181,736

Own-source income        
Own-source revenue        

Sale of goods and rendering of services 5A 72,704   62,887
Rental income - operating leases   2,597   3,074
Other revenue 5B 9,319   5,990

Total own-source revenue   84,620   71,951

Gains        
Gains from sales - property, plant and equipment   6   12
Foreign exchange gains - non-speculative   -   2
Reversals of previous asset write-downs and impairment  4   430
Other gains 5C 102,768   3,548

Total gains   102,778   3,992
Total own-source income   187,398   75,943
Net cost of services   (1,070,585)   (1,105,793)
Revenue from Government - departmental appropriations  1,034,013   998,501
Deficit attributable to the Australian Government   (36,572)   (107,292)

Other comprehensive income        
Items not subject to subsequent reclassification  
to net cost of services        

Changes in asset revaluation surplus   6,877   5,772
Total other comprehensive income   6,877   5,772
Total comprehensive loss attributable to the Australian Government  (29,695)   (101,520)

The above statement should be read in conjunction with the accompanying notes.



180 Australian Customs and Border Protection Service

AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
STATEMENT OF FINANCIAL POSITION
as at 30 June 2015

    2015   2014
  Notes $’000   $’000

Assets        
Financial assets        

Cash and cash equivalents   4,830   5,023
Trade and other receivables 7A 143,650   166,235
Accrued revenue   2,363   1,331

Total financial assets   150,843   172,589
         
Non-financial assets        

Land and buildings 8A,C 129,111   142,866
Property, plant and equipment 8B,C 514,339   296,959
Intangibles 8D,E 164,581   174,879
Inventories 8F 12,813   7,062
Other non-financial assets 8G 20,143   15,455
Assets held for sale 8H -   1,100

Total non-financial assets   840,987   638,321
         
Total assets   991,830   810,910
         
Liabilities        
Payables        

Suppliers 9A 95,723   60,636
Other payables 9B 43,609   40,719

Total payables   139,332   101,355
         
Provisions        

Employee provisions 10A 162,448   161,503
Provision for restoration 10B 16,455   23,925

Total provisions   178,903   185,428
         
Total liabilities   318,235   286,783
Net assets   673,595   524,127
         
Equity        

Contributed equity   1,012,190   833,027
Reserves   90,723   83,846
Accumulated deficit   (429,318)   (392,746)

Total equity   673,595   524,127

The above statement should be read in conjunction with the accompanying notes.
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AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
CASH FLOW STATEMENT
for the period ended 30 June 2015

    2015   2014
  Notes $’000   $’000

Operating activities        
Cash received        

Sale of goods and rendering of services   71,712   67,160
Appropriations   1,154,621   1,089,537
Net GST received   69,052   59,696
Other   319   164

Total cash received   1,295,704   1,216,557
         
Cash used        

Employees   565,124   567,679
Suppliers   576,191   520,314
Net GST paid   68,633   61,183
Section 74 receipts transferred to Official Public 
Accounta   80,169   69,578
Fringe Benefits Tax paid   5,734   3,854

Total cash used   1,295,851   1,222,608
Net cash used by operating activities  12 (147)   (6,051)
         
Investing activities        
Cash received        

Proceeds from sales of property, plant and equipment  1,081   3,685
Total cash received   1,081   3,685
         
Cash used        

Purchase of land and buildings   13,862   10,939
Purchase of property, plant and equipment   125,070   102,071
Purchase of intangibles   27,027   20,269

Total cash used   165,959   133,279
Net cash used by investing activities   (164,878)   (129,594)
         
Financing activities        
Cash received        

Departmental capital budget   40,839   60,891
Equity injection   123,993   72,394

Total cash received   164,832   133,285
Net cash received from financing activities   164,832   133,285
         
Net decrease in cash held   (193)   (2,360)
Cash and cash equivalents at the beginning of the reporting period  5,023   7,383
Cash and cash equivalents at the end of the reporting period  4,830   5,023

a Prior year was s31 Financial Management and Accountability Act 1997.

The above statement should be read in conjunction with the accompanying notes.
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5AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
SCHEDULE OF COMMITMENTS
as at 30 June 2015

  < 1 year 1 to 5 years > 5 years Total
2015 $’000 $’000 $’000 $’000

Commitments payable        
Land and buildings 1,200 992 - 2,192
Property, plant and equipment 134,263 52,612 14 186,889
Intangibles 6,210 1,507 - 7,717
Operating leasesa 178,214 595,917 249,432 1,023,563
Other 139,059 133,485 - 272,544
Total 458,946 784,513 249,446 1,492,905
         
Commitments receivable        
Sublease rental income 1,735 456 - 2,191
Administration fee for GST collection 52,284 156,595 - 208,879
Net GST recoverable on commitments 41,629 71,193 22,638 135,460
Total 95,648 228,244 22,638 346,530
Net commitments 363,298 556,269 226,808 1,146,375

  < 1 year 1 to 5 years > 5 years Total
2014 $’000 $’000 $’000 $’000

Commitments payable        
Land and buildings 3,354 2,862 - 6,216
Property, plant and equipment 118,922 114,888 - 233,810
Intangibles 7,635 5,528 - 13,163
Operating leasesa 173,568 653,071 340,756 1,167,395
Other 172,951 104,217 1 277,169
Total 476,430 880,566 340,757 1,697,753
         
Commitments receivable        
Sublease rental income 2,209 2,068 - 4,277
Administration fee for GST collection 52,937 157,251 - 210,188
Net GST recoverable on commitments 43,175 79,942 30,978 154,095
Total 98,321 239,261 30,978 368,560
Net commitments 378,109 641,305 309,779 1,329,193

Commitments are GST inclusive where relevant. In 2014-15 ACBPS undertook a review of 
Commitments, and as a result of the review the comparative figures have been re-stated where 
required.
a  Operating leases included are effectively non-cancellable and comprise:

•  commercial leases where most but not all lease payments are subject to annual adjustments based on 
fixed increases, consumer price index or market reviews; and

•  commitments in respect of coastal surveillance and related commitments for aerial and maritime 
surveillance activities.

The above schedule should be read in conjunction with the accompanying notes.
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    2015   2014
  Notes $’000   $’000

Net cost of services        
Expenses        

Suppliers – consultants and market research 
(external)   934   928
Impairment and write-down of assets  18 9,868   12,310

Total expenses   10,802   13,238
         
Income        
Revenue        
Taxation revenue        

Customs duty   10,882,321   9,279,038
Passenger Movement Charge   881,298   846,611
Import processing and depot charges   353,372   242,377

Total taxation revenue   12,116,991   10,368,026
         
Non-taxation revenue        

Fees, fines and prosecutions   1,068   1,747
Interest   28   -
Other   5,439   2,037

Total non-taxation revenue   6,535   3,784
Total revenue   12,123,526   10,371,810
         
Gains        

Reversal of previous asset write-downs and 
impairments  18 6,591   9,331

Total gains   6,591   9,331
         
Total income   12,130,117   10,381,141
Net contribution by services   12,119,315   10,367,903
Surplus   12,119,315   10,367,903
         

The above schedule should be read in conjunction with the accompanying notes.
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    2015   2014
  Notes $’000   $’000

Assets        
Financial assets        

Cash and cash equivalents   2,667   7,704
Total financial assets   2,667   7,704
         
Non-financial assets        

Taxation receivables  18 286,538   257,271
Non-taxation receivables  18 5,802   4,138

Total non-financial assets   292,340   261,409
         
Total assets administered on behalf of Government   295,007   269,113
         
Liabilities        
Payables        

Unearned revenue 19A 3,550   2,948
Othera 19B 2,410   5,400

Total payables   5,960   8,348
         
Non-interest bearing liabilities        

Security depositsb   1,413   2,246
Total non-interest bearing liabilities   1,413   2,246
         
Total liabilities administered on behalf of Government  7,373   10,594
         
Net assets   287,634   258,519

a All other payables are expected to be settled within 12 months.
b Security deposits are settled on demand.

The above schedule should be read in conjunction with the accompanying notes.
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  2015   2014
  $’000   $’000

       
Opening assets less liabilities as at 1 July 258,519   222,091
Adjusted opening assets less liabilities 258,519   222,091
       
Net contribution by services      
Income 12,130,117   10,381,141
Expenses      

Expenses attributable to entities other than corporate 
Commonwealth entities (10,802)   (13,238)

       
Transfers (to)/from Government      
       
Appropriation transfers from Official Public Account      
Annual appropriations      

Payments to entities other than corporate  
Commonwealth entities - Appropriation Act No.1 934   928

Special appropriations (unlimited)      
Payments to entities other than corporate  
Commonwealth entities 361,530   328,122
Payments to entities other than corporate Commonwealth 
entities - Security deposits 510   832

       
Appropriation transfers to Official Public Account      

Transfers to Official Public Account (12,453,174)   (10,661,357)
Net drawings from Official Public Account on behalf of the 
ATOa 183,661   142,202
Net payments on behalf of the ATO out of special 
appropriationsa (183,661)   (142,202)

Closing assets less liabilities as at 30 June 287,634   258,519
       
a The Australian Tax Office (ATO) is the responsible entity for these appropriations and the subsequent returns.
       
The above schedule should be read in conjunction with the accompanying notes.
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    2015   2014
  Notes $’000   $’000

         
Operating activities        
Cash received        

Customs duty   11,222,437   9,556,122
Passenger Movement Charge   869,068   856,504
Import processing and depot charges   353,858   242,383
Interest   28   -
Tourist Refund Scheme drawings   1,703   864
Other non-taxation revenue   2,731   13,253
Security deposits   733   774

Total cash received   12,450,558   10,669,900

Cash used        
Refunds of duty and other taxes   362,297   328,946
Refunds of GSTa (on imports), WETb & LCTc 17,927   18,920
Tourist Refund Scheme   167,437   124,146
Security deposits   510   832
Suppliers   934   928

Total cash used   549,105   473,772
Net cash from operating activities  20 11,901,453   10,196,128
Net increase in cash held   11,901,453   10,196,128
Cash and cash equivalents at the beginning of the 
reporting period   7,704   891

Cash from Official Public Account        
Appropriations   361,530   328,122
Refunds of GSTa (on imports), WETb & LCTc 17,976   18,878
Tourist Refund Scheme   167,437   124,146
Security deposits   510   832
Supplier expenses   934   928

Total cash from Official Public Account   548,387   472,906
Cash to Official Public Account        

Administered receipts   (12,452,476)   (10,660,582)
Return of Tourist Refund Scheme drawings   (1,703)   (864)
Security deposits   (698)   (775)

Total cash to Official Public Account   (12,454,877)   (10,662,221)
Cash and cash equivalents at the end of the  
reporting period  2,667   7,704
         
a Goods and Services Tax (GST)        
b Wine Equalisation Tax (WET)        
c Luxury Car Tax (LCT)        

The above schedule should be read in conjunction with the accompanying notes.
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Note 1: Summary of significant accounting policies

1.1 Objectives of the Australian Customs and Border Protection Service

The Australian Customs and Border Protection Service (ACBPS) was an Australian Government 
controlled not-for-profit entity for the reporting period. ACBPS played a vital role in the 
management of the border continuum by providing border protection services in a way that best 
supports legitimate trade and travel. ACBPS performed its activities at the border in partnership 
with, and on behalf of, the community, industry and other government law enforcement and 
regulatory agencies.

The ACBPS and the Department of Immigration and Border Protection merged into the 
Department of Immigration and Border Protection on 1 July 2015. The Customs and Other 
Legislation Amendment (Australian Border Force) Bill 2015 repealed the Customs Administration 
Act 1985, and resulted in ACBPS, in the current form, no longer existing from 1 July 2015. It is  
the Government’s policy that its programmes, administration and funding will be merged into the 
new Department of Immigration and Border Protection. The purpose of the new Department is  
to protect Australia’s border and manage the movement of people and goods across it.

ACBPS was an agency within the Immigration and Border Protection Portfolio. ACBPS was 
structured to meet one Outcome:

‘The protection of the safety, security and commercial interests of Australians through border 
protection designed to support legitimate trade and travel and to ensure collection of border 
revenue and trade statistics.’

ACBPS activities contributing toward this Outcome are classified as either departmental or 
administered. Departmental activities involve the use of assets, liabilities, income and expenses 
controlled or incurred by ACBPS in its own right. Administered activities involve the management 
or oversight by ACBPS, on behalf of Government, of items controlled or incurred by Government.

For 2014–15, departmental activities were identified under three programmes:

Programme 1.1 Border Enforcement

Programme 1.2 Border Management

Programme 1.3 Border Revenue Collection

The major administered financial activities relate to the collection of Customs Duty, the Passenger 
Movement Charge and Import Processing Charges.  

Details of planned activities for the year can be found in the Immigration and Border Protection 
Portfolio Budget and Portfolio Additional Estimates Statement for the 2014-15 financial year  
which have been tabled in the Parliament.

1.2 Basis of preparation of the financial statements

As noted in 1.1, ACBPS in its current form ceased to exist on 30 June 2015 and its functions, 
assets, liabilities and commitments transferred to the Department of Immigration and Border 
Protection with effect from 1 July 2015. There has been no change in the structure or amounts  
of funding provided to the former ACBPS and all its functions are continuing in the Department. 
The financial statements have been prepared on this basis. 
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The financial statements are general purpose financial statements and are required by Section 42 
of the Public Governance, Performance and Accountability Act 2013 (PGPA Act).

The financial statements have been prepared in accordance with:

• the Government’s Financial Reporting Rule (FRR) for reporting periods ending on or after  
1 July 2014; and

• Australian Accounting Standards and Interpretations issued by the Australian Accounting 
Standards Board (AASB) that apply for the reporting period.

The financial statements have been prepared on an accrual basis and in accordance with the 
historical cost convention, except for certain assets and liabilities at fair value. Except where 
stated, no allowance is made for the effect of changing prices on the results or the financial 
position.

The financial statements are presented in Australian dollars and values are rounded to the  
nearest thousand dollars unless otherwise specified.

Unless an alternative treatment is specifically required by an accounting standard or the FRR, 
assets and liabilities are recognised in the Statement of Financial Position when, and only when 
it is probable that future economic benefits will flow to or from the entity and the amounts of 
the assets or liabilities can be reliably measured. Assets and liabilities that are unrecognised are 
reported in the schedule of commitments or the contingencies note.

Unless alternative treatment is specifically required by an accounting standard, income and 
expenses are recognised in the Statement of Comprehensive Income when and only when the 
flow, consumption or loss of economic benefits has occurred and can be reliably measured. 

1.3 Significant accounting judgements and estimates

In the process of applying the accounting policies listed in this Note, ACBPS has made the 
following judgements that have the most significant impact on the amounts recorded in the 
financial statements:

Land and buildings

The fair value of land and buildings has been taken to be the market value of similar properties as 
determined by an independent valuer. In some instances, ACBPS buildings are purpose built and 
may in fact realise more or less in the market if they were disposed.

Property Plant and Equipment

The fair value of property plant and equipment has been assessed by an independent valuer.  
In some cases there is insufficient observable market evidence and non-market approaches  
are utilised.
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Ocean Shield Vessel

The fair value of the Ocean Shield vessel was determined by an independent valuer, Australian 
Valuation Solutions.  Two forms of valuation were undertaken for cross-checking and correlation 
of estimates being parametric that utilised historical data (market approach), and straight-line 
depreciation.  The parametric valuation was based on the Ocean Shield being modified back to a 
commercial offshore supply vessel with regard to current market conditions and similar vessels built 
and sold over the last 10 years. Due to the operation and condition of the offshore supply vessel, 
a dollar range estimate for the valuation was provided at 99% confidence. The mid-point has been 
adopted which represents a balanced view of current market conditions in the offshore oil and 
gas market as well as demand and supply for new and secondary offshore supply vessels. A cost 
approach was adopted for subsequent modifications made by ACBPS to provide humanitarian 
and transport capabilities. The useful life of these modifications was based on current ACBPS 
requirements and is supported by an independent assessment from the valuer.

Vessels

Assets under construction (AUC) are carried at cost and are separately identified as ‘work-in-
progress’ in Note 8.  They include expenditure to date on various capital projects, such as the 
Cape Class Patrol Boat project.  AUC projects are reviewed annually for indicators of impairment.  
Prior to rollout into service, the accumulated AUC balance is reviewed to ensure accurate 
capitalisation.

Componentisation of non-financial assets

Major assets, such as vessels and internally developed software, are componentised if it is likely 
that the components will have useful lives that differ significantly from the other parts of the asset.  
The useful lives of components may be determined with reference to the individual component or 
the related primary asset.

Provision for restoration 
The provision for restoration relates to leased accommodation both in Australia and overseas 
where the agency is required to restore the premises upon termination of the lease.  Although 
the estimated quantum for restoration was provided by property consultants, the value of this 
provision will be affected by future changes in inflation rates as well as foreign exchange rates.

No accounting assumptions or estimates have been identified that have a significant risk of 
causing a material adjustment to the carrying amounts of assets and liabilities within the next 
reporting period.
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1.4 New Australian accounting standards

Adoption of new Australian accounting standard requirements

The following new standard was issued prior to the signing of the statement by the Secretary and 
Chief Finance Officer, and was applicable to the current reporting period and had a material effect 
on the ACBPS financial statements:

Standard/
interpretation

Nature of change in accounting policy, transitional provisions and 
adjustments to the financial statements

AASB 1055 
Budgetary Reporting

The purpose of the Budgetary Reporting standard is to specify 
budgetary disclosure requirements for public sector entities.  In response 
to adopting this standard, Note 26 provides original budgeted financial 
statements along with explanations of major variances between reported 
actuals and the corresponding budget amounts.

ACBPS has chosen to early adopt AASB 2015-7 Amendments to Australian Accounting 
Standards – Fair Value Disclosures of Not-for-Profit Public Sector Entities. All other new standards, 
amendments to standards and interpretations that were issued prior to the sign-off date and are 
applicable to the current reporting period did not have a material effect.

1.5 Revenue

Revenue from the sale of goods is recognised when:

• the risks and rewards of ownership have been transferred to the buyer;

• ACBPS retains no managerial involvement or effective control over the goods;

• the revenue and transaction costs incurred can be reliably measured; and

• it is probable that the economic benefits associated with the transaction will flow to ACBPS.

Revenue from rendering of services is recognised by reference to the stage of completion of 
contracts at the reporting date. The revenue is recognised when the:

• amount of revenue, stage of completion and transaction costs incurred can be reliably 
measured; and

• probable economic benefits associated with the transaction will flow to the entity. 

The stage of completion of contracts at the reporting date is determined by reference to:

• services performed to date as a percentage of total services to be performed; and

• the proportion that costs incurred to date bear to the estimated total costs of the transaction. 

Receivables for goods and services, which have 30-day terms, are recognised at the nominal 
amounts due less any impairment allowance account. Collectability of debts is reviewed at the end 
of the reporting period. Allowances are made when collectability of the debt is no longer probable.

Interest revenue is recognised using the effective interest method as set out in AASB 139 Financial 
Instruments: Recognition and Measurement.
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Revenue from Government

Amounts appropriated for Departmental appropriations for the year (adjusted for any formal 
additions and reductions) are recognised as Revenue from Government when ACBPS gains 
control of the appropriation, except for certain amounts which relate to activities that are reciprocal 
in nature, in which case, revenue is recognised only when it has been earned. Appropriations 
receivable are recognised at their nominal amounts. 

1.6 Gains

Resources received free-of-charge

Resources received free-of-charge are recognised as gains when, and only when, a fair value can 
be reliably determined and the services would have been purchased if they had not been donated. 
Use of those resources is recognised as an expense.

Resources received free-of-charge are recorded as either revenue or gains depending on their 
nature.

Contributions of assets at no cost of acquisition or for nominal consideration are recognised  
as gains at their fair value when the asset qualifies for recognition, unless received from another 
Government entity as a consequence of a restructuring of administrative arrangements (refer to 
Note 1.7).

Sale of assets

Gains from disposal of assets are recognised when control of the asset has passed to the buyer.

1.7 Transactions with the Government as owner 

Equity injections

Amounts appropriated which are designated as ‘equity injections’ for a year (less any formal 
reductions) and Departmental Capital Budgets (DCB) are recognised directly in contributed equity 
in that year.

Restructuring of administrative arrangements

Net assets received from or relinquished to another Government entity under a restructuring of 
administrative arrangements are adjusted at their book value directly against contributed equity.

Other distributions to owners

The FRR require that distributions to owners be deducted from contributed equity unless these  
are in the nature of a dividend. There was no distribution to owners in the 2014–15 financial year.
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1.8 Employee benefits

Liabilities for ‘short-term employee benefits’ (as defined in AASB 119 Employee Benefits) and 
termination benefits expected within 12 months of the end of reporting period are measured at 
their nominal amounts. The nominal amount is calculated with regard to the rates expected to  
be paid on settlement of the liability.

Other long-term employee benefits are measured as net total of the present value of the defined 
benefit obligation at the end of the reporting period less the fair value at the end of the reporting 
period of plan assets (if any), from which the obligations are to be settled directly.

Leave

The liability for employee benefits includes provision for annual leave and long service leave. 
No provision has been made for personal leave as all sick leave is non-vesting and the average 
personal leave taken in future years by employees of ACBPS is estimated to be less than the 
annual entitlement for personal leave.

The leave liabilities are calculated on the basis of employees’ remuneration at the estimated 
salary rates that will be applied at the time the leave is taken, including ACBPS’s employer 
superannuation contribution rates to the extent that the leave is likely to be taken during service 
rather than paid out on termination.

The liability for long service leave has been determined by reference to the work of an actuary as 
at 30 June 2015. The estimate of the present value of the liability takes into account attrition rates 
and pay increases through promotion and inflation.

Separation and redundancy

Provision is made for separation and redundancy benefit payments. ACBPS recognises a provision 
for termination when it has developed a detailed formal plan for the terminations and has informed 
those employees affected that it will carry out the terminations. 

Superannuation

ACBPS staff are members of the Commonwealth Superannuation Scheme (CSS), the Public 
Sector Superannuation Scheme (PSS), the PSS accumulation plan (PSSap), or other schemes 
where employees have exercised choice.

The CSS and the PSS are defined benefit schemes for the Government. The PSSap is a defined 
contribution scheme.

The liability for defined benefits is recognised in the financial statements of the Australian 
Government and is settled by the Australian Government in due course. This liability is reported  
in the Department of Finance’s administered schedules and notes.

ACBPS makes employer contributions to the employee’s superannuation scheme at rates 
determined by an actuary to be sufficient to meet the current cost to Government. ACBPS 
accounts for the contributions as if they were contributions to defined contribution plans.

The liability for superannuation recognised as at 30 June represents outstanding contributions  
for the final fortnight of the year.
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1.9 Leases

A distinction is made between finance leases and operating leases. Finance leases effectively 
transfer from the lessor to the lessee substantially all the risks and rewards incidental to ownership 
of leased assets. An operating lease is a lease that is not a finance lease.  In operating leases, the 
lessor effectively retains substantially all such risks and benefits. ACBPS does not have finance 
leases. 

Operating lease payments are expensed on a basis which is representative of the pattern of 
benefits derived from the leased assets. Lease incentives are recognised as other payables and 
amortised over the period of the lease on a straight-line basis.

1.10 Borrowing costs

All borrowing costs are expensed as incurred.

1.11 Fair value measurement

ACBPS deems transfers between levels of the fair value hierarchy to have occurred at 30 June 2015 
following an assessment by the independent valuer, Australian Valuation Solutions.

1.12 Cash

Cash is recognised at its nominal amount. Cash and cash equivalents include:

• cash on hand;

• demand deposits in bank accounts with an original maturity of three months or less that are 
readily convertible to known amounts of cash and subject to insignificant risk of changes in 
value; and

• cash in special accounts/security deposits.

1.13 Financial assets

ACBPS classifies its financial assets as ‘loans and receivables’. The classification depends on 
the nature and purpose of the financial assets and is determined at the time of initial recognition. 
Financial assets are recognised and derecognised upon trade date. All receivables are expected 
to be recovered within 12 months except where indicated.

Loans and receivables

Trade receivables, loans and other receivables that have fixed or determinable payments that are 
not quoted in an active market are classified as ‘loans and receivables’. Loans and receivables are 
measured at amortised cost using the effective interest method less impairment. 

Impairment of financial assets

Financial assets are assessed for impairment at the end of each reporting period. 

Financial assets carried at amortised cost - if there is objective evidence that an impairment loss 
has been incurred for loans and receivables, the amount of the loss is measured as the difference 
between the asset’s carrying amount and the present value of estimated future cash flows 
discounted at the asset’s original effective interest rate. The carrying amount is reduced by  
way of an allowance account. The associated loss is recognised in the Statement of 
Comprehensive Income.



196 Australian Customs and Border Protection Service

AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

1.14 Financial liabilities

ACBPS classifies its financial liabilities as ‘other financial liabilities’. Financial liabilities are 
recognised and derecognised upon ‘trade date’.

Other financial liabilities

Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction 
costs. These liabilities are subsequently measured at amortised cost using the effective interest 
method, with interest expense recognised on an effective yield basis.  

The effective interest method is a method of calculating the amortised cost of a financial liability 
and of allocating interest expense over the relevant period. The effective interest rate is the rate 
that exactly discounts estimated future cash payments through the expected life of the financial 
liability, or, where appropriate, a shorter period.

Supplier and other payables are recognised at amortised cost. Liabilities are recognised to the 
extent that the goods or services have been received - irrespective of whether an invoice has been 
received.

All payables are expected to be settled within 12 months except where indicated.

1.15 Commitments

ACBPS includes the total value of all future payments in the schedule, regardless of the existence 
and detail of a termination clause within individual contracts. 

1.16 Contingent liabilities and contingent assets

Contingent liabilities and contingent assets are not recognised in the Statement of Financial 
Position but are reported in the Notes. They may arise from uncertainty as to the existence of a 
liability or asset or represent an asset or liability in respect of which the amount cannot be reliably 
measured. Contingent assets are disclosed when settlement is probable but not virtually certain 
and contingent liabilities are disclosed when settlement is greater than remote.

1.17 Acquisition of assets 

Assets are recorded at cost on acquisition except as stated below. The cost of acquisition 
includes the fair value of assets transferred in exchange and liabilities undertaken. Financial assets 
are initially measured at their fair value plus transaction costs where appropriate.

Assets acquired at no cost, or for nominal consideration, are initially recognised as assets 
and income at their fair value at the date of acquisition, unless acquired as a consequence of 
restructuring of administrative arrangements. In the latter case, assets are initially recognised 
as contributions by owners at the amounts at which they were recognised in the transferor’s 
accounts immediately prior to restructuring.

1.18 Property, plant and equipment 

Asset recognition threshold

Purchases of property, plant and equipment are recognised initially at cost in the Statement of 
Financial Position, except for purchases costing less than $5,000, which are expensed in the  
year of acquisition (other than where they form part of a group of similar items which are  
significant in total).
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The initial cost of an asset includes an estimate of the cost of dismantling and removing the item 
and restoring the site on which it is located. This is particularly relevant to ‘make good’ provisions 
in property and vessel leases taken up by ACBPS where there exists an obligation to restore the 
property to its original condition. These costs are included in the value of ACBPS’s leasehold 
improvements with a corresponding provision for the ‘make good’ recognised.

Revaluations 

Following initial recognition at cost, property plant and equipment were carried at fair value 
less subsequent accumulated depreciation and accumulated impairment losses. Valuations 
were conducted with sufficient frequency to ensure that the carrying amounts of assets did not 
differ materially from the assets’ fair values at the reporting date. The regularity of independent 
valuations depends upon the volatility of movements in market values for the relevant assets.

Revaluation adjustments were made on a class basis. Any revaluation increment was credited 
to equity under the heading of asset revaluation reserve except to the extent that it reversed a 
previous revaluation decrement of the same asset class that was previously recognised in the 
surplus/deficit. Revaluation decrements for a class of assets were recognised directly in the 
surplus/deficit except to the extent that they reverse a previous revaluation increment for  
that class.

Any accumulated depreciation as at the revaluation date is eliminated against the gross carrying 
amount of the asset and the asset restated to the revalued amount.

Depreciation

Depreciable property, plant and equipment assets are written-off to their estimated residual  
values over their estimated useful lives to ACBPS using, in all cases, the straight-line method  
of depreciation. 

Depreciation rates (useful lives), residual values and methods are reviewed at each reporting date 
and necessary adjustments are recognised in the current, or current and future reporting periods, 
as appropriate. All new assets are generally assigned useful lives as identified in the table below.  
In some limited cases, specific management advice may result in a useful life, for a particular 
asset, being assigned outside the ranges specified below.

When assessing the useful lives of some assets, their total useful life (initial life plus extension) may 
extend beyond the ranges identified below. Any extension in useful life is performed with reference 
to the useful lives specified below and will not exceed the useful life periods applying to that 
category of asset.

Depreciation rates applying to each class of depreciable asset are based on the following useful 
lives and methods:

2014–15 2013–14

Buildings on freehold land Up to 40 years Up to 40 years

Leasehold improvements Useful life of the fit out or 
lease term

Useful life of the fit out or 
lease term

Property, plant and equipment 3 to 7 years 3 to 7 years

ACBPS vessels 3 to 20 years 3 to 20 years



198 Australian Customs and Border Protection Service

AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Impairment

All assets were assessed for impairment at 30 June 2015. Where indications of impairment exist, 
the asset’s recoverable amount is estimated and an impairment adjustment made if the asset’s 
recoverable amount is less than its carrying amount.

The recoverable amount of an asset is the higher of its fair value less costs to sell and its value 
in use. Value in use is the present value of the future cash flows expected to be derived from the 
asset. Where the future economic benefit of an asset is not primarily dependent on the asset’s 
ability to generate future cash flows, and the asset would be replaced if ACBPS were deprived  
of the asset, its value in use is taken to be its depreciated replacement cost.

Derecognition

An item of property, plant and equipment is derecognised upon disposal or when no further  
future economic benefits are expected from its use or disposal.

1.19 Intangibles 

ACBPS’s intangibles comprise internally developed software for internal use and purchased 
software. These assets are carried at cost less accumulated amortisation and accumulated 
impairment losses.

Software is amortised on a straight-line basis over its anticipated useful life. The useful life of 
ACBPS software is 3 to 10 years (2013-14: 3 to 10 years). When reassessing the useful lives  
of some intangibles their total useful life may extend beyond the initial useful lives identified.  
Any extension in useful life is performed with reference to the useful lives specified above and  
will not exceed the useful life range applying to intangible assets.

The recognition thresholds for internally developed software are $250,000 for new assets, 
$100,000 for enhancements to existing internally developed software, and $100,000 for 
purchased software.

1.20 Inventories 

Inventories are valued at the lower of cost and net realisable value.

Costs incurred in bringing each item of inventory to its present location and condition are 
assigned:

• raw materials and stores - purchase cost on a first-in-first-out basis; and

• finished goods and work in progress - cost of direct materials and labour plus attributable  
costs that can be allocated on a reasonable basis.

1.21 Taxation

ACBPS is exempt from all forms of taxation except Fringe Benefits Tax (FBT) and the Goods and 
Services Tax (GST). Revenues, expenses and assets are recognised net of GST except where the 
amount of GST incurred is not recoverable from the ATO and for receivables and payables.
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1.22 Statement of Activities Administered on Behalf of the Government

The major administered financial activities are the collection of customs duty, the Passenger 
Movement Charge and import processing charges.

1.23 Reporting of administered activities 

Administered revenues, expenses, assets, liabilities and cash flows are disclosed in the 
Administered Schedule and related notes. Except where otherwise stated below, administered 
items are accounted for on the same basis and using the same policies as for departmental 
items, including the application of Australian Accounting Standards.

Administered cash transfers to and from the Official Public Account

Revenue collected by the ACBPS for use by the Australian Government rather than the entity 
is classified as administered revenue. Collections are transferred to the Official Public Account 
(OPA) maintained by the Department of Finance. Conversely, cash is drawn from the OPA to 
make payments under Parliamentary appropriation on behalf of Government. These transfers 
to and from the OPA are adjustments to the administered cash held by ACBPS on behalf of 
the Government and reported as such in the Schedule of Administered Cash Flows in the 
Administered Reconciliation Schedule.

1.24 Revenue

All administered revenues relate to ordinary activities performed by the entity on behalf of the 
Government.  The ACBPS recognises both administered taxation and non-taxation revenues in 
the Administered Schedule of Comprehensive Income when the Government gains control of 
and can reliably measure or estimate the future economic benefits that flow from the revenue 
items that it administers. In line with the relevant applicable legislative provisions, the revenue 
recognition policy adopted for the major classes of administered revenue collected by ACBPS 
on behalf of the Australian Government is as follows:

Customs duty 

Customs duty is a monetary amount charged on imported goods by the Commonwealth 
as a condition of their importation. Rates of duty payable by an importer are determined by 
the classification of goods within the Customs Tariff Act 1995. Customs duty rates vary and 
depend on a number of factors, such as the type of goods and country of origin. Customs duty 
is reported by the ACBPS in the financial statements as a net value. Net duty collections reflect 
gross duty less refunds paid on duty and drawbacks.

Gross Customs duty collections are comprised of the following items:

• Excise equivalent goods (EEG) which includes petroleum products, tobacco products  
and alcohol;

• Passenger Motor Vehicle (PMV);

• Textiles, clothing and footwear (TCF); and

• Other General Revenue (this category includes machinery, base metals, plastics and rubber, 
furniture, live animals, foodstuffs, chemical products, pulp and paper).

Compliance framework - revenue

ACBPS has a compliance regime in place addressing Customs duty and other collections. 
ACBPS’s compliance activity is intelligence-driven and has been developed to deliver high  
levels of compliance in an environment where importers largely self-assess their liabilities to  
the Commonwealth.
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Passenger Movement Charge (PMC)

The PMC is the administrative responsibility of ACBPS and it is levied under the Passenger 
Movement Charge Act 1978. The PMC is recognised when passengers depart Australia and is 
collected by airlines and sea carriers under formal arrangements with the Commonwealth. PMC 
is recognised within the reporting period when a passenger departs Australia, subject to certain 
legislative exemptions. 

A specific compliance programme was developed for PMC and implemented in 2012–13 and is 
now undertaken as part of normal business activity.

Import processing and depot charges 

This item includes Import Processing Charge (IPC), Depot Charges and the Depot Licence 
Charge. The charges are set by the Import Processing Charges Act 2001 and changed from  
1 January 2014 by the Import Processing Charges Amendment Act 2013. The IPC recovers 
the costs associated with ACBPS trade and goods activities.  Import Processing Charges are 
levied on Full Import Declarations (FIDs) relating to goods valued at greater than AUD$1,000. 
The IPC also includes charges relating to the issue of licences (primarily Depot Licences) under 
which brokers and importers have the right to store goods for a period of time before they are 
deemed to be either brought into home consumption and the relevant duty applied (that is 
consumption within Australia) or exported overseas. The Depot Licence Charges are recognised 
in the appropriate reporting period to which the licences relate.

Fees, fines and prosecutions 

Revenue is generated from fines and prosecutions resulting from court-imposed penalties in 
respect of breaches or infringements of the relevant legislation. Customs prosecutions are 
regulated under Part XIV of the Customs Act 1901. Fees, fines and prosecutions are recognised 
at the time the fees and fines are imposed under the law or when a Court passes judgement.

Other revenue 

Other revenue is generated predominantly through warehouse and broker licence fees; 
infringement notices; revenue from the sale of goods; or penalties in relation to unaccompanied 
baggage.

1.25 Administered significant accounting judgements and estimates

In the process of applying the accounting policies listed in this Note, the ACBPS has applied 
the following judgements to the way that the estimates, that have a significant impact on the 
amounts recorded in the financial statements, are calculated.

Customs Duty Revenue Recognition

ACBPS includes an estimate of revenue in each financial year for those goods that have entered 
into home consumption at the reporting period, but for which duty has not yet been paid. Under 
the current legislative arrangements, goods can be moved into home consumption with certain 
importers having up to seven days from the date of release of the goods to make the requisite 
payment. The value of revenue included in the financial statements is a best estimate of the 
amount of revenue that would have been payable, and is therefore recognised, for this seven 
day period.

AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
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1.26 Administered Expenses

Administered expenses include supplier expenses relating to an annual administered 
programme and the write-off and impairment of administered receivables.

An impairment expense is raised to recognise a provision for any doubtful administered debts, 
based on a review of outstanding accounts as at year end. Where an assessment of a debt 
that has previously been impaired is undertaken in a subsequent accounting period and the 
impairment expense is subsequently reversed, the value of the impairment expense reversed  
is recognised as a gain in the subsequent period.

1.27 Administered Assets

Administered assets include cash and cash equivalents, receivables and accrued revenues.  
The collectability of administered receivables is reviewed on an on-going basis. 

Administered Receivables

All ACBPS administered receivables are statutory in nature with amounts determined under 
legislation or by court order. Administered receivables are held at statutory value less an 
allowance for impairment.

All ACBPS receivables were assessed for impairment as at 30 June 2015 using one of two 
methods – the prescriptive method and the analytical method.

The analytical method of assessing debts for impairment was used where the total value of all 
debts for an individual client is greater than $250,000. The analytical method involved detailed 
research including: analysis of financial statements.

The prescriptive method of assessing debts was used to assess debts with an outstanding 
balance equal to or less than $250,000. This method utilises a set of criteria that was developed 
for each different revenue stream. Using the prescriptive method, an assessment for impairment 
for each revenue grouping was undertaken based on the profile and the risk factors associated 
with each of these groups. The analytical method of assessing debts was used where 
appropriate for debts that exist within this threshold.

Credit terms for fees, fines and prosecutions are in accordance with the nature of these items.  
Credit terms do not apply to statutory charges.

Administered Financial Instruments

ACBPS has assessed that administered cash is the only financial asset which meets the definition 
of a financial instrument and is reported in the financial instrument disclosure. Administered 
receivables are statutory receivables and as such are not classified as financial assets.

1.28 Administered Liabilities 

Administered liabilities relate to unearned revenue for warehouse, depot and broker licences. 
Payables are recognised for claims on hand for refunds and drawbacks.

Administered Financial Instruments

Financial liabilities are considered financial instruments if they give rise to a financial asset of one 
entity and financial liability or equity instrument of another entity. ACBPS has assessed that the 
only administered liability that meets this criterion is the liability relating to security deposits and 
amounts held in trust where the owner of those monies cannot be identified.

AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
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Note 2: Events after the reporting period

On 1 July 2015, the functions of the Department of Immigration and Border Protection and the 
Australian Customs and Border Protection Service (ACBPS) were integrated into a single department 
(the Department of Immigration and Border Protection) and the ACBPS ceased to exist at that time. 
From this date the Australian Border Force was also established as a single front line operational 
border control and enforcement arm of the Department of Immigration and Border Protection.

The consolidated entity:

• has approximately 13,700 employees

• will collect $12.7 billion in duties, taxes, fees and fines 

• will manage departmental appropriation of $2.8 billion, administered appropriation of $2.2 billion

• will manage $2.0 billion in departmental assets and $2.5 billion in administered assets.

Note 3: Net cash appropriation arrangements

  2015   2014
  $’000   $’000

Total comprehensive income/(loss) less depreciation/
amortisation expenses previously funded through revenue 
appropriations1 90,871   328

Plus: depreciation/amortisation expenses previously funded 
through revenue appropriation (120,566)   (101,848)

Total comprehensive income/(loss) - as per the Statement of 
Comprehensive Income (29,695)   (101,520)

1  From 2010–11, the Government introduced net cash appropriation arrangements, where revenue 
appropriations for depreciation/amortisation expenses ceased. Entities now receive a separate 
capital budget provided through a capital appropriation. Capital budgets are appropriated in the 
period when cash payment for capital expenditure is required.
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Note 4: Expenses

  2015   2014
  $’000   $’000

Note 4A: Employee benefits      
Wages and salaries 342,410   348,982
Superannuation      

Defined contribution plans 26,229   24,783
Defined benefit plans 52,515   54,491

Leave and other entitlements 44,289   40,129
Allowances 33,198   30,139
Overtime 16,503   11,158
Penalties 38,000   37,231
Separation and redundancies 4,530   10,382
Other employee expenses 19,967   11,011
Total employee benefits 577,641   568,306

Note 4B: Suppliers      
Goods and services supplied or rendered      

Vessels and coastal surveillance (excludes operating leases) 63,965   61,541
Contractors and consultants 79,718   47,099
IT services (excludes operating leases) 50,729   42,657
Property (includes overseas posts and excludes operating 
leases) 19,828   18,775
Travel 25,319   24,052
HR related expenses 15,817   14,215
Legal and insurance 5,274   4,747
General operational 54,484   53,296
Other 17,689   15,198

Total goods and services supplied or rendered 332,823   281,580
       
Goods supplied in connection with      

Related parties 995   794
External parties 21,539   18,783

Total goods supplied 22,534   19,577
       
Services rendered in connection with      

Related parties 15,495   14,336
External parties 294,794   247,667

Total services rendered 310,289   262,003
Total goods and services supplied or rendered 332,823   281,580
       
Other suppliers      

Operating lease rentals in connection with      
External parties      

Minimum lease payments 203,917   212,254
Workers compensation expenses 19,794   16,272
Total other suppliers 223,711   228,526
Total suppliers 556,534   510,106
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  2015   2014
  $’000   $’000

Note 4C: Depreciation and amortisation      
Depreciation      

Property, plant and equipment 58,469   45,018
Buildings 21,907   24,160

Total depreciation 80,376   69,178
       
Amortisation      

Intangibles 40,190   32,670
Total amortisation 40,190   32,670
Total depreciation and amortisation 120,566   101,848

Note 4D: Write-down and impairment of assets      
Impairment on financial instruments (25)   -
Impairment of property plant and equipment 726   698
Impairment on intangible assets 476   -
Write-off inventory 444   -
Write-off bad debts (3)   5

Total write-down and impairment of assets 1,618   703
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Note 5: Own-source income

  2015   2014
  $’000   $’000

Note 5A: Sale of goods and rendering of services      
Sale of goods in connection with      

Related parties 86   150
External parties 403   176

Total sale of goods 489   326
       
Rendering of services in connection with      

Related parties 71,378   59,890
External parties 837   2,671

Total rendering of services 72,215   62,561
Total sale of goods and rendering of services 72,704   62,887

Note 5B: Other revenue      
Resources received free of charge      

Property related 5,331   5,088
Remuneration of auditors 740   740
Senior executive services provided by DIBP 2,930   -

Other non-tax revenues 318   162
Total other revenue 9,319   5,990

Note 5C: Other gains      
Resources received free of charge      

Other - Ocean Shield Vessel 98,900   -
Other - CCTV Assets 3,868   2,331

Other - Discounts Received -   1,217
Total other gains 102,768   3,548
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AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Note 7: Financial assets

  2015   2014
  $’000   $’000
Note 7A: Trade and other receivables      
Good and services receivables in connection with      

Related parties 2,768   667
External parties 2,426   2,163

Total goods and services receivables 5,194   2,830
       
Appropriations receivables      

Existing programmes 125,090   151,198
Total appropriations receivables 125,090   151,198
       
Other receivables      

Statutory receivables 6,848   7,118
Advances 1,406   1,395
Other 6,503   5,110

Total other receivables 14,757   13,623
Total trade and other receivables (gross) 145,041   167,651
       
Less impairment allowance      

Goods and services (1,391)   (1,416)
Total impairment allowance (1,391)   (1,416)
Total trade and other receivables (net) 143,650   166,235
       
Trade and other receivables (net) expected to be recovered      

No more than 12 months 143,650   166,235
More than 12 months -   -

Total trade and other receivables (net) 143,650   166,235
       
Trade and other receivables (gross) aged as follows      
Not overdue 142,096   165,318
Overdue by      
     0 to 30 days 670   183
     31 to 60 days 107   108
     61 to 90 days 68   30
     More than 90 days 2,100   2,012
Trade and other receivables (gross) 145,041   167,651
       
Impairment allowance aged as follows    
Overdue by      
     0 to 30 days (71)   (41)
     31 to 60 days (5)   (12)
     61 to 90 days (13)   (20)
     More than 90 days (1,302)   (1,343)
Total impairment allowance (1,391)   (1,416)

Credit terms for goods and services were within 30 days (2013-14: 30 days).
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5AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Reconciliation of the impairment allowance    

Movements in relation to 2015    

 
Goods and 

services Total

  $’000 $’000

As at 1 July 2014 (1,416) (1,416)
Amounts written-off (3) (3)
Amounts recovered and reversed (1) (1)
Increase recognised in net cost of services 29 29

Total as at 30 June 2015 (1,391) (1,391)
     

Movements in relation to 2014    

 
Goods and 

services Total
  $’000 $’000

As at 1 July 2013 (1,846) (1,846)
Amounts written-off 5 5
Amounts recovered and reversed (21) (21)
Increase recognised in net cost of services 446 446

Total as at 30 June 2014 (1,416) (1,416)

Note 8: Non-financial assets

  2015   2014
  $’000   $’000
Note 8A: Land and buildings      
Land      

Fair value 22,965   25,500
Total land 22,965   25,500
       
Buildings on freehold land      

Fair value 44,070   48,921
Total buildings on freehold land 44,070   48,921
       
Leasehold improvements      

Work in progress 7,005   4,750
Fair value 55,071   63,695

Total leasehold improvements 62,076   68,445
Total land and buildings 129,111   142,866

No indicators of impairment were found for land and buildings.

All independent valuations were conducted by Australian Valuation Solutions in accordance with the 
revaluation policy stated at Note 1.18.

A revaluation decrement of $2.535 million for land, decrement of $3.120 million for buildings on freehold land 
and increment of $3.487 million for leasehold improvements were transferred to the asset revaluation reserve 
by asset class and included in the Statement of Changes in Equity. A decrement of $2.086 million for leasehold 
improvements relating to make good was also transferred to the asset revaluation reserve. No decrements 
were expensed.
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AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
  2015   2014
  $’000   $’000
Note 8B: Property, plant and equipment      
Vessels      

Work in progress 8   86,336
Fair value 349,199   95,185

Total vessels 349,207   181,521
       
Other property, plant and equipment      

Work in progress 64,921   18,658
Fair value 100,211   96,780

Total other property, plant and equipment 165,132   115,438
Total property, plant and equipment 514,339   296,959

An asset under construction with property, plant and equipment elements was impaired during the reporting 
period.  Refer to Note 4(d).

All independent valuations were conducted by Australian Valuation Solutions in accordance with the 
revaluation policy stated at Note 1.18.

A revaluation increment of $8.722 million for property, plant and equipment and $2.409 million for vessels were 
transferred to the asset revaluation reserve by asset class and included in the Statement of Changes in Equity. 
No decrements were expensed. 
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5AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

  2015   2014

  $’000   $’000

Note 8D: Intangibles      
Computer software      

Internally developed–in progress 16,655   14,577
Internally developed–in use 436,743   430,979
Purchased 42,683   33,921
Accumulated amortisation (314,272)   (287,370)
Accumulated impairment losses (17,228)   (17,228)

Total computer software 164,581   174,879
Total intangibles 164,581   174,879
       

During the reporting period ACBPS assessed and in some cases amended the useful lives of 
computer software systems that would be impacted by the merger of ACBPS with the Department 
of Immigration and Border Protection on 1 July 2015. 

An asset under construction with intangible elements was impaired during the reporting period.  
Refer to Note 4(d).
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AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Note 8E. Reconciliation of the opening and closing balances of intangibles

Reconciliation of the opening and closing balances of intangibles for 2015

 

Computer 
software 
internally 

developed

Computer  
software 

purchased Total
  $’000 $’000 $’000

As at 1 July 2014      
Gross book value 445,556 33,921 479,477
Accumulated amortisation and impairment (280,728) (23,870) (304,598)
Total as at 1 July 2014 164,828 10,051 174,879

Additions      
Purchased or internally developed 20,853 9,512 30,365
Impairments recognised in net cost of services (476) - (476)
Reversal of impairments recognised in net cost of services 3 - 3
Amortisation (33,901) (6,289) (40,190)
Disposals      
Total as at 30 June 2015 151,307 13,274 164,581

       

Total as at 30 June 2015 represented by      
Gross book value 453,398 42,683 496,081
Accumulated amortisation and impairment (302,091) (29,409) (331,500)
Total as at 30 June 2015 151,307 13,274 164,581
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5AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Reconciliation of the opening and closing balances of intangibles for 2014

 

Computer 
software 
internally 

developed

Computer  
software 

purchased Total

  $’000 $’000 $’000

As at 1 July 2013      
Gross book value 437,343 27,703 465,046
Accumulated amortisation and impairment (252,855) (19,468) (272,323)
Total as at 1 July 2013 184,488 8,235 192,723

Additions      
Purchased or internally developed 8,824 6,613 15,437
Impairments recognised in net cost of services (611) - (611)
Amortisation (27,873) (4,797) (32,670)
Total as at 30 June 2014 164,828 10,051 174,879

       

Total as at 30 June 2014 represented by      
Gross book value 445,556 33,921 479,477
Accumulated amortisation and impairment (280,728) (23,870) (304,598)
Total as at 30 June 2014 164,828 10,051 174,879
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AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

  2015   2014
  $’000   $’000

Note 8F: Inventories      
Inventories held for distribution 12,813   7,062
Total inventories 12,813   7,062

During 2014–15, $9,707,974 of inventory held for distribution was recognised as an expense 
(2013–14 $1,924,619).

All inventories are expected to be distributed in the next 12 months.

Note 8G: Other non-financial assets
Prepayments 15,090   12,087
Contract incentive 5,053   3,368

Total other non-financial assets 20,143   15,455
       
Other non-financial assets expected to be recovered      

No more than 12 months 11,024   9,163
More than 12 months 9,119   6,292

Total prepayments 20,143   15,455

No indicators of impairment were found for prepayments.

Note 8H: Assets held for sale      
Land held for sale -   500
Buildings held for sale -   600

Total Assets Held For Sale -   1,100
       
Assets held for sale expected to be recovered      

No more than 12 months -   1,100
Total assets held for sale -   1,100

Note 9: Payables

  2015   2014
  $’000   $’000
Note 9A: Suppliers      

Trade creditors and accruals 85,056   41,876
Operating lease rentals 10,667   18,760

Total suppliers 95,723   60,636
       
Suppliers expected to be settled      

No more than 12 months 95,723   60,636
Total suppliers 95,723   60,636
       
Suppliers in connection with      

Related parties 20,167   5,150
External parties 75,556   55,486

Total suppliers 95,723   60,636

Settlement is usually made within 30 days.
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  2015   2014
  $’000   $’000

Note 9B: Other payables      
Salaries and wages 22,644   21,161
Superannuation 3,926   2,797
Other employee entitlements 2,199   2,514
Prepayments received/unearned income 1,935   1,327
Fringe Benefits Tax 1,457   846
Lease incentive 746   1,184
Deferred rental 8,161   7,277
Statutory payable 168   19
Other payables 2,373   3,594

Total other payables 43,609   40,719
       
Other payables expected to be settled      

No more than 12 months 35,082   32,505
More than 12 months 8,527   8,214

Total other payables 43,609   40,719

Note 10: Provisions

  2015   2014
  $’000   $’000

Note 10A: Employee provisions      
Leave 162,448   161,503

Total employee provisions 162,448   161,503
       
Employee provisions expected to be settled      

No more than 12 months 42,918   44,942
More than 12 months 119,530   116,561

Total employee provisions 162,448   161,503

Note 10B: Provision for restoration      
Provision for restoration 16,455   23,925

Total other provisions 16,455   23,925
       
Provision for restoration expected to be settled      

No more than 12 months 4,812   10,098
More than 12 months 11,643   13,827

Total provision for restoration 16,455   23,925



222 Australian Customs and Border Protection Service

AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

 

 

Provision for 
restoration

$’000

Total

$’000

As at 1 July 2014 23,925 23,925
Additional provisions made 450 450
Amounts used (8,256) (8,256)
Amounts reversed (93) (93)
Unwinding of discount or change in discount rate 429 429

Total as at 30 June 2015 16,455 16,455

ACBPS currently has a number of agreements for the leasing of premises which have provisions 
requiring the restoration (make good) of the premises to their original condition at the conclusion of 
the lease. ACBPS has made a provision to reflect the present value of this obligation.

Note 11: Restructuring

Note 11 Departmental restructuring

     

 

 

 

 

2015
Anti-Dumping 
Department of 

Industry

$’000

2014
Anti-Dumping 
Department of  

Industrya

$’000
Functions relinquished    
Assets relinquished    

Cash - 1,665
Total assets relinquished - 1,665
Liabilities relinquished    

Employee provisions - 1,665
Total liabilities relinquished - 1,665
Net assets/(liabilities) relinquished - -
     
a The net liabilities relinquished for 2015 was Nil (2014: Nil).

     

As part of the Administrative Arrangement Orders that were signed by the Prime Minister on  
18 September 2013 and 12 December 2013, Ministerial responsibility for the anti-dumping 
functions previously undertaken by the ACBPS pursuant to Parts XVB and XVC and s. 9 of the 
Customs Act were transferred from the ACBPS to the Department of Industry with an agreed date 
of transfer of 27 March 2014. The functions transferred relate to the administration of the relevant 
parts or of the Customs Tariff (Anti-Dumping) Act 1975.
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Note 12: Cash flow reconciliation

  2015   2014
  $’000   $’000
Reconciliation of cash and cash equivalents as per Statement of 
Financial Position to Cash Flow Statement      
       
Cash and cash equivalents as per      

Cash Flow Statement 4,830   5,023
Statement of Financial Position 4,830   5,023

Discrepancy -   -
       
Reconciliation of net cost of services to net cash from/(used by) 
operating activities      

Net (cost of)/contribution by services (1,070,585)   (1,105,793)
Revenue from Government 1,034,013   998,501

       
Adjustments for non-cash items      

Other gains - CCTV (3,868)   (2,331)
Other - Ocean Shield vessel (98,900)   -
Depreciation/amortisation 120,566   101,848
Net write-down of assets 1,618   703
Reversal of impairment losses (3)   (430)
Gain on disposal of assets (6)   (12)
Unwinding of discount 429   710
Loss on disposal of assets 30   13

       
Movements in assets and liabilities      
Assets      

(Increase)/decrease in net receivables 35,909   19,052
(Increase)/decrease in inventories (6,192)   (4,588)
(Increase)/decrease in prepayments (4,688)   (2,241)

Liabilities      
Increase/(decrease) in employee provisions 945   (6,591)
Increase/(decrease) in suppliers payables (4,048)   (6,282)
Increase/(decrease) in other payables 2,890   4,410
Increase/(decrease) in provision for restoration (8,257)   (3,020)

Net cash from/(used by) operating activities (147)   (6,051)
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Note 13: Contingent assets and liabilities

Departmental

Unquantifiable contingent liabilities

As at 30 June 2015 ACBPS had a number of legal claims lodged against it for damages and 
costs. ACBPS has denied liability and is defending the claims. In addition, ACBPS has lodged 
a number of claims to recover costs which are being pursued. It is not possible to estimate the 
amount of any eventual payments or receipts in relation to these claims.

At any point in time, ACBPS is involved in a range of dispute resolution processes, including 
litigation, relating to Court costs. Details of the outcome of dispute resolution processes are 
uncertain until a final court or tribunal ruling is made and/or an agreement is reached with the 
importer at some future date. In some cases, the decision in relation to the cases above will be 
precedential. Furthermore, a negative court or tribunal ruling may result in refund claims being 
made by other importers. As a result, in most cases it is not possible to estimate with any reliability 
the likely financial impact of current disputes.

In the 2011–12 reporting period, a software audit led to a discovery of the possible use of a 
particular software product utilised by ACBPS without a software licence. As at 30 June 2015,  
the software provider involved has not initiated legal proceedings and ACPBS is still investigating 
this matter. As such there is no clear understanding as to the impact of this issue.

The Government has entered into a contractual arrangement with Gardline Australia Pty Ltd 
for the provision of a vessel to strengthen enforcement activities in Australia’s northern waters. 
The contract with Gardline Australia contains unquantifiable indemnities relating to the use, or 
other operations, of armaments and the presence of armaments on the vessel. It also contains 
unquantifiable indemnities relating to damage to any property or injury to any person caused by 
the apprehended or escorted persons or their vessel. 

Administered

Unquantifiable contingent liabilities

As at 30 June 2015 ACBPS had a number of legal claims lodged against it for damages and 
costs. ACBPS has denied liability and is defending the claims. In addition, ACBPS has lodged 
a number of claims to recover costs which are being pursued. It is not possible to estimate the 
amount of any eventual payments or receipts in relation to these claims.

At any point in time, ACBPS is involved in a range of dispute resolution processes, including 
litigation, relating to Customs duty disputes. Details of the outcome of dispute resolution 
processes are uncertain until a final court or tribunal ruling is made and/or an agreement is 
reached with the importer at some future date. In some cases, the decision in relation to the 
cases above will be precedential. Furthermore, a negative court or tribunal ruling may result in 
refund claims being made by other importers. As a result, in most cases it is not possible to 
estimate with any reliability the likely financial impact of current disputes.

Unquantifiable contingent assets

As at 30 June 2015, ACBPS hold a number of contingent assets in the form of securities that it 
collects as part of its revenue collection processes. The number of these securities that may be 
surrendered to the Commonwealth due to a failure to meet legislative requirements cannot be 
estimated.  The amount that may be collected is not quantifiable.  From time to time, ACBPS 
needs to enforce these securities and collect the associated revenue.
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Note 14: Senior management personnel remuneration

  2015   2014
  $   $
Short-term employee benefits      

Salary 8,044,586   10,475,394
Performance bonuses -   544,773
Other 1,166,849   1,158,019

Total short-term employee benefits 9,211,435   12,178,186
       
Post-employment benefits      

Superannuation 1,436,917   1,784,755
Total post-employment benefits 1,436,917   1,784,755
       
Other long-term employee benefits      

Annual leave accrued 652,064   807,054
Long-service leave 212,899   263,503

Total other long-term employee benefits 864,962   1,070,557
       
Termination benefits      

Voluntary redundancy payments 1,196,901   184,976
Total termination benefits 1,196,901   184,976
       
Total senior executive remuneration expenses 12,710,216   15,218,474

The number of senior management personnel directly remunerated by ACBPS that are included in 
the above table is 56 (2013-14: 56). As this number includes senior management personnel who 
were only employed by ACBPS for part of the year, on the basis of full-time equivalency, the number 
of senior management personnel directly remunerated during the year ended 30 June 2015 was 
40.11 (2013-14: 47.00)

During the financial year ACBPS and DIBP were transitioning towards consolidation from 1 July 
2015 (refer to Note 2 for additional information). As a consequence, some senior executive services 
were provided to ACBPS by DIBP senior management personnel. The remuneration for those 
services was paid by DIBP and has been included in Note 5B as ‘Resources received free of 
charge’. This amount has been excluded from the above table as it did not involve direct expenditure 
by ACBPS. On a proportion of efforts basis, these services equated to $2,930,082. At the same 
time, ACBPS also provided senior management services to DIBP, which has been similarly disclosed 
in DIBP’s financial statements. As the remuneration for these senior management personnel was 
paid by ACBPS, the costs have been included in the table above. On a proportion of efforts basis, 
these services equated to $1,573,843. 

Note 14 includes senior managers who acted at the senior executive level for a continuous period  
of six months or more.

Note 15: Average staffing levels

  2015   2014

The average staffing levels for ACBPS during the year were 4,903   5,000
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Note 16: Financial instruments

  2015   2014
  $’000   $’000

Note 16A: Categories of financial instruments      
Financial assets      
Loans and receivables      

Cash and cash equivalents 4,830   5,023
Trade receivables 3,803   1,414
Advances 1,406   1,395
Other receivables 6,503   5,110

Total loans and receivables 16,542   12,942
       
Total financial assets 16,542   12,942
       
Financial liabilities      
Financial liabilities measured at amortised cost      

Suppliers 95,723   60,636
Other payables 2,373   3,594

Total financial liabilities measured at amortised cost 98,096   64,230
       
Total financial liabilities 98,096   64,230
       

The net fair values of the financial assets and liabilities are at their carrying amounts. ACBPS 
derived no interest income from financial assets in either the current and prior year.

Note 16B: Credit risk

ACBPS is exposed to minimal credit risk as loans and receivables are cash, trade and other 
receivables.     

The maximum exposure to credit risk is the risk that arises from potential default of a debtor.  
This amount is equal to the total amount of trade receivables and other receivables (2014-15: 
$11,697,000 and 2013-14: $7,940,000). ACBPS has assessed the risk of the default on payment 
and has allocated $1,391,000 in 2014-15 (2013-14: $1,416,000) towards an allowance for the 
impairment of receivables.     

ACBPS manages its credit risk by undertaking background and credit checks prior to allowing a 
debtor relationship. In addition, ACBPS has policies and procedures that guide employee’s debt 
recovery techniques that are to be applied.     

ACBPS holds no collateral to mitigate against credit risk. Note 7A provides aging of gross 
receivables past due and an analysis of impaired receivables.    

ACBPS has not renegotiated any receivables that would otherwise be past due or impaired. 

ACBPS received appropriation funding from the Government. ACBPS managed its budgeted funds 
to ensure it has adequate funds to meet payments as they fall due. In addition, ACBPS has policies 
in place to ensure timely payments are made when due and has no past experience of default. It is 
expected that this will continue from 1 July 2015 when ACBPS functions move to the Department 
of Immigration and Border Protection. ACBPS has no derivative financial liabilities in both the current 
and prior year. 
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Note 16C: Liquidity risk

ACBPS’s financial liabilities are payables. The exposure to liquidity risk is based on the notion  
that ACBPS will encounter difficulty in meeting its obligations associated with financial liabilities.  
This is highly unlikely due to appropriation funding and mechanisms available to ACBPS, for example 
Advance to the Finance Minister, and internal policies and procedures put in place to ensure there 
are appropriate resources to meet its financial obligations. 
 
ACBPS has no derivative financial liabilities in either 2014-15 or 2013-14. 

Note 16D: Market risk

ACBPS holds basic financial instruments that do not expose it to currency risk, interest rate risk  
or other price risk.   

Note 17: Financial assets reconciliation

    2015   2014
   Notes $’000   $’000

Total financial assets as per Statement of Financial Position  150,843   172,589
Less: non-financial instrument components        

Appropriation receivables   125,090   151,198
Statutory receivables   6,848   7,118
Accrued revenue   2,363   1,331

Total non-financial instrument components   134,301   159,647
Total financial assets as per financial instruments note 16A 16,542   12,942
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Note 18: Administered assets

  Taxation   Non-Taxation

  2015   2014   2015   2014
  $’000   $’000   $’000   $’000

Indirect tax              
Customs duty 163,813   153,693   -   -
Passenger Movement Charge 129,368   117,138   -   -
Import processing and depot 
charges 651   1,137   -   -

Other              
Fees, fines and prosecutions -   -   31,379   30,278

Total receivables (gross) 293,832   271,968   31,379   30,278
Less: impairment allowance (7,294)   (14,697)   (25,577)   (26,140)
Total receivables (net) 286,538   257,271   5,802   4,138
               
Receivables (net) expected to be recovered             
No more than 12 months 271,459   219,447   510   367
More than 12 months 15,079   37,824   5,292   3,771
Total receivables (net) 286,538   257,271   5,802   4,138
               
Receivables (gross) aged as follows              
Not overdue 274,346   242,593   1,086   416
Overdue by              

0 to 30 days 215   3,554   99   133
31 to 60 days 1,090   1,271   355   151
61 to 90 days 1,480   1,182   97   13
More than 90 days 16,701   23,368   29,742   29,565

Total receivables (gross) 293,832   271,968   31,379   30,278
               
Impairment allowance aged as follows              
Not overdue -   -   (1)   -
Overdue by              

0 to 30 days (110)   (361)   (67)   (83)
31 to 60 days (73)   (62)   (41)   (99)
62 to 90 days (12)   (631)   (28)   (7)
More than 90 days (7,099)   (13,643)   (25,440)   (25,951)

Total impairment allowance (7,294)   (14,697)   (25,577)   (26,140)
               

Credit terms for receivables are disclosed in note 1.25.

Refer to administered Note 1.24 and Note 1.25 for further explanation relating to the crystallisation  
points of the various classes of administered receivables.
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Reconciliation of the impairment allowance

Movements in relation to 2015        

 

Taxation 
receivables

$’000

Non-taxation 
receivables

$’000

Total

$’000

As at 1 July 2014   ( 14,697) ( 26,140) (40,837)
Amounts written off   11,186 56 11,242
Amounts recovered and reversed   901 5,690 6,591
Increase/(decrease) recognised in net cost of 
services (4,685) (5,183) (9,868)

Total as at 30 June 2015   (7,294) (25,577) (32,871)
         

Movements in relation to 2014        

 

 

Taxation 
receivables

$’000

Non-taxation 
receivables

$’000

Total

$’000

As at 1 July 2013   (18,449) (27,757) (46,206)
Amounts written off   8,346 2 8,348
Amounts recovered or reversed   7,375 1,956 9,331
Increase/(decrease) recognised in net cost of 
services (11,969) (341) (12,310)

Total as at 30 June 2014   (14,697) (26,140) (40,837)

Note 19: Administered payables

  2015   2014
  $’000   $’000

Note 19A: Unearned revenue      
Unearned revenue expected to be settled      

No more than 12 months 1,183   2,948
More than 12 months 2,367   -

Total unearned revenue 3,550   2,948

Note 19B: Other payables      
Refunds and drawbacks of non-taxation revenue payables 2,182   3,713
Other payables 228   1,687
Total other payables 2,410   5,400
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Note 20: Administered cash flow reconciliation

  2015   2014
  $’000   $’000

Reconciliation of cash and cash equivalents as per 
Administered Schedule of Assets and Liabilities to 
Administered Cash Flow Statement      

       
Cash and cash equivalents as per      

Administered Cash Flow Statement 2,667   7,704
Schedule of Administered Assets and Liabilities 2,667   7,704

Discrepancy -   -
       
Reconciliation of net cost of services to net cash from/(used 
by) operating activities      
Net contribution by services 12,119,315   10,367,903

Refunds of duty and indirect taxes on behalf of other entities (183,661)   (142,202)
       

Movements in assets and liabilities      

Assets      
(Increase)/decrease in taxation receivables (29,267)   (24,670)
(Increase)/decrease in non-taxation receivables (1,664)   (1,782)

Liabilities      
Increase/(decrease) in unearned revenue 602   569
Increase/(decrease) in other payables (2,990)   (3,674)
Increase/(decrease) in security deposits (833)   (58)
(Increase)/decrease in liabilities administered on behalf of 
other entities (49)   42

Net cash from operating activities 11,901,453   10,196,128

Note 21: Administered financial instruments

Note 21A: Categories of financial instruments

All administered financial assets are held as financial instruments. These are represented as cash 
and cash equivalents which are held at their fair value.

Note 21B: Credit, liquidity and market risk

ACBPS hold basic financial instruments that do not expose it to credit risk, currency risk, interest 
rate risk or other price risks as financial instruments are represented by cash and cash equivalents.
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5AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Note 22C: Unspent annual appropriations (‘recoverable GST exclusive’)

 

2015 2014

$’000 $’000

Departmental    
Appropriation Act (No. 2) 2010-11a - 2,707
Appropriation Act (No. 1) 2013-14 - 150,198
Appropriation Act (No. 2) 2013-14b 3,315 3,315
Appropriation Act (No. 1) 2014-15 48,066 -
Appropriation Act (No. 2) 2014-15 12,912 -
Appropriation Act (No. 3) 2014-15 63,803 -
Appropriation Act (No. 4) 2014-15 16,074 -
Total departmental 144,170 156,220

 
a  The unspent balance of Departmental Appropriation Act 2 for 2010-11 was extinguished due to the Omnibus 

Repeal Day Act 2014 (Act No 109 of 2014) which received Royal assent on 16th October 2014.
b  The unspent balance of Departmental Appropriation Act 2 for 2013-14 represents the re-profiling of  

$3.0 million from 2013-14 to 2014-15 for the Border Enforcement – Tackling Crime – increased screening at 
the Border measure; and a $0.315 million movement from 2013–14 to 2014–15 for the Border Management – 
Anti-Dumping and Countervailing System enhancements. This funding related to IT work to be undertaken by 
the Anti-Dumping Commission, which transferred to the Department of Industry in the 2013–14 Machinery of 
Government changes.



236 Australian Customs and Border Protection Service

AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Note 22D: Special appropriations applied (‘recoverable GST exclusive’)

         

Administered 
 
Authority

    Appropriation applied

    2015 2014

Type Purpose $’000 $’000

Financial Management and 
Accountability Act 1997 - s. 28 a&c

Unlimited 
amount

Repayments 
required or permitted 
by law 80,563 348,700

Public Governance, Performance and 
Accountability Act 2013–s. 77 b&c

Unlimited 
amount

Repayments 
required or permitted 
by law 300,171 -

Taxation Administration Act 1953 - s. 
16

Refund Refunds of receipts 
to individuals under 
the tourist refund 
scheme 165,734 123,282

Total special appropriations applied     546,468 471,982

a   The ATO is responsible for $1,671,964 for 2014–15 (2013–14: $18,921,574) of this appropriation relating  
to GST, WET and LCT on imports.

b   The ATO is responsible for $16,255,300 for 2014–15 (2013–14: $nil) of this appropriation relating to GST, 
WET and LCT on imports.

c   Payments totalling $199,087 were made in 2014–15 (2013-14: $857,664) by the Department of Industry  
in relation to refunds of dumping duty. 

Subsequent legal advice indicated that this payment should have been made by ACBPS. The section 28  
and 77 refunds detailed above do not include this amount.

Note 22E: Disclosure by agent in relation to annual and special appropriations 
(‘recoverable GST exclusive’)

     

Australian Taxation Office 2015 2014

$’000 $’000

Total receipts 165,734 123,282

Total payments (165,734) (123,282)

 ACBPS administers the Tourist Refund Scheme on behalf of the ATO.
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Note 24: Reporting of outcomes

Net cost of outcome delivery

  Outcome 1 Total

  2015 2014 2015 2014

  $’000 $’000 $’000 $’000

Departmental        
Expenses 1,257,983 1,181,736 1,257,983 1,181,736
Own-source income 187,398 75,943 187,398 75,943

Administered        
Expenses 10,802 13,238 10,802 13,238 
Income 12,130,117 10,381,141 12,130,117 10,381,141 

Net cost/(contribution) of 
outcome delivery (11,048,730) (9,262,110) (11,048,730) (9,262,110)
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Note 25: Cost recovery summary

  2015   2014
  $’000   $’000

Amounts applied
Departmental
Annual appropriationsa 303,527 229,058

Total amounts applied 303,527 229,058

Expenses
Departmental 341,285 257,240

Total expenses 341,285 257,240

Revenue
Departmentalb 1,121 1,165
Administered 355,560   244,376

Total revenue 356,681   245,541
       
Receivables
Departmental
Not overdue 11 18
Overdue by

0 to 30 days 7 5
31 to 60 days 4 -
61 to 90 days 1 -
More than 90 days -   8

Total Departmental receivables 23   31

Administered      
Not overdue 1,302   940
Overdue by      

0 to 30 days 1   4
31 to 60 days 3   1
61 to 90 days -   -
More than 90 days 37   193

Total Administered receivables 1,343   1,138
Total receivables 1,366   1,169
       
Amounts written off      
Departmental 6   4
Administered 10   1
Total amounts written off 16   5

a   Annual appropriations include the cash component of expenses plus any capital amounts for the given year.  
This will exclude the non-cash expenses of depreciation and amortisation and movement in provisions.

b  Charges collected under the IPC as section 74 revenue. 

Cost recovered activities

Import Processing Charges (IPC) recover the costs of ACBPS’s cargo and trade related activities. IPC includes 
fees for warehouse, depot and broker licences, warehouse declarations fees, location, time and travel fees 
along with the processing charges associated with administering the importation of goods into Australia.  
The majority of charges collected from the IPC are administered in nature, however government agreed that 
some charges of the IPC be collected as departmental revenue (2013-14: s31 departmental revenue).

Documentation (Cost Recovery Impact Statement [CRIS]) for the above activity is available at  
http://www.border.gov.au/Busi/cost-recovery

http://www.border.gov.au/Busi/cost-recovery


240 Australian Customs and Border Protection Service

AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Note 26: Budgetary reports and explanations of major variances

The following tables provide a comparison between the 2014–15 Portfolio Budget Statements 
(Budget) and the final financial outcome in the 2014–15 financial statements. The Budget is not 
audited. Major material variances are considered where financial statement line items are greater 
than +/- 2% of the relevant sub-total. Judgement has been applied in providing explanations on 
other variances.

Note 26A: Departmental budgetary reports    

Statement of Comprehensive Income

for the period ended 30 June 2015

Actual Budget estimate

Originala Varianceb

2015
$’000

2015
$’000

2015
$’000

Net cost of services      
Expenses      

Employee benefits 577,641 544,726 32,915
Suppliers 556,534 511,057 45,477
Grants 1,165 - 1,165
Depreciation and amortisation 120,566 107,790 12,776
Finance costs 429 - 429
Write-down and impairment of assets 1,618 - 1,618
Losses from asset sales 30 - 30

Total expenses 1,257,983 1,163,573 94,410
     
Own-source income    
Own-source revenue    

Sale of goods and rendering of services 72,704 74,654 (1,950)
Rental income 2,597 - 2,597
Other revenue 9,319 4,047 5,272

Total own-source revenue 84,620 78,701 5,919
     
Gains    

Gains from sale of assets 6 - 6
Reversals of previous asset write-downs and impairment 4 - 4
Other gains 102,768 740 102,028

Total gains 102,778 740 102,038
Total own-source income 187,398 79,441 107,957
Net cost of services (1,070,585) (1,084,132) 13,547
Revenue from Government 1,034,013 976,342 57,671
Deficit attributable to the Australian Government (36,572) (107,790) 71,218
     
Other comprehensive income    
Items not subject to subsequent reclassification to net cost of services  

Changes in asset revaluation surplus 6,877 - 6,877
Total other comprehensive income 6,877 - 6,877
Total comprehensive loss attributable to the Australian Government (29,695) (107,790) 78,095

a   ACBPS’s original budgeted financial statements that were first presented to Parliament in respect of the 
reporting period, that is from the ACBPS’s 2014–15 Portfolio Budget Statements (PBS).

b   Between the actual and original budgeted amounts for 2014–15. Explanations of major variances are provided 
further below.
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Statement of Financial Position      

as at 30 June 2015      

  Actual Budget estimate

    Originala Varianceb

  2015 2015 2015
  $’000 $’000 $’000

Assets    
Financial assets    

Cash and cash equivalents 4,830 8,265 (3,435)
Trade and other receivables 143,650 191,078 (47,428)
Accrued revenue 2,363 855 1,508

Total financial assets 150,843 200,198 (49,355)
     
Non-financial assets    

Land and buildings 129,111 152,367 (23,256)
Property, plant and equipment 514,339 364,082 150,257
Intangibles 164,581 163,424 1,157
Inventories 12,813 2,474 10,339
Other non-financial assets 20,143 13,214 6,929

Total non-financial assets 840,987 695,561 145,426
Total assets 991,830 895,759 96,071
     
Liabilities    
Payables    

Suppliers 95,723 38,144 57,579
Other payables 43,609 50,474 (6,865)

Total payables 139,332 88,618 50,714
     
Provisions    

Employee provisions 162,448 191,646 (29,198)
Other provisions 16,455 27,017 (10,562)

Total provisions 178,903 218,663 (39,760)
Total liabilities 318,235 307,281 10,954
Net assets 673,595 588,478 85,117
     
Equity    

Contributed equity 1,012,190 999,212 12,978
Reserves 90,723 78,074 12,649
Accumulated deficit (429,318) (488,808) 59,490

Total equity 673,595 588,478 85,117

a   ACBPS’s original budgeted financial statements that were first presented to Parliament in respect of the 
reporting period, that is from the ACBPS’s 2014–15 Portfolio Budget Statements (PBS).

b   Between the actual and original budgeted amounts for 2014–15. Explanations of major variances are provided 
further below.
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Cash Flow Statement          
for the period ended 30 June 2015          

  Actual   Budget estimate

      Originala   Varianceb

  2015   2015   2015
  $’000   $’000   $’000
Operating activities        
Cash received        

Sale of goods and rendering of services 71,715   72,708   (993)
Appropriations 1,154,621   975,389   179,232
Net GST received 69,052   46,147   22,905
Other 319   685   (366)

Total cash received 1,295,707   1,094,929   200,778
         
Cash used        

Employees 565,124   544,721   20,403
Suppliers 576,194   504,061   72,133
Net GST paid 68,633   46,147   22,486
Section 74 receipts transferred to OPA 80,169   -   80,169
Tax paid 5,734   -   5,734

Total cash used 1,295,854   1,094,929   200,925
Net cash used by operating activities (147)   -   (147)
         
Investing activities        
Cash received        

Proceeds from sales of property, plant and equipment 1,081   -   1,081
Total cash received 1,081   -   1,081
         
Cash used        

Purchase of land and buildings 13,862   -   13,862
Purchase of property, plant and equipment 125,070   169,509   (44,439)
Purchase of intangibles 27,027   -   27,027

Total cash used 165,959   169,509   (3,550)
Net cash used by investing activities (164,878)   (169,509)   4,631
         
Financing activities        
Cash received        

Departmental capital budget 40,839   -   40,839
Contributed equity 123,993   169,509   (45,516)

Total cash received 164,832   169,509   (4,677)
Net cash received from financing activities 164,832   169,509   (4,677)
Net decrease in cash held (193)   -   (193)
Cash and cash equivalents at the beginning  
of the reporting period 5,023   8,265   (3,242)
Cash and cash equivalents at the  
end of the reporting period 4,830   8,265   (3,435)

a   ACBPS’s original budgeted financial statements that were first presented to Parliament in respect of the 
reporting period, that is from the ACBPS’s PBS 2014–15.

b   Between the actual and original budgeted amounts for 2014–15. Explanations of major variances are provided 
further below.
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Note 26B: Departmental major budget variances for 2015

Affected line items  
(and schedule)

Explanation of major variances

Statement of Comprehensive Income and related lines in the Statements of Cash flows and Changes in Equity

Employee benefits ACBPS received an additional $68.2 million of funding for a number of new measures 
as part of the 2014–15 Additional Estimates process.  Of this funding, $14.4 million 
related to Employee Benefits - accounting for half of the variance. The balance of the 
variance relates to the higher operational tempo conducted during the year with resulting 
increases to overtime and allowances. An actuarial review of provisions saw an upward 
adjustment to provisions with a corresponding increase to expenses.

Suppliers (Comprehensive 
Income and Cash flow)

ACBPS received an additional $68.2 million of funding for a number of new measures as 
part of the 2014–15 Additional Estimates process. Of this funding $52.0 million related to 
Suppliers. The expenditure associated with this new funding accounts for the variance.

Depreciation and amortisation The additional depreciation associated with the transfer of the Ocean Shield was not 
factored into the original budget estimates. In addition, the useful lives of some ACBPS 
corporate systems were accelerated due to the integration with the Department of 
Immigration and Border Protection from 1 July 2015.

Other revenue Increased resources received free-of-charge arising from consolidation and airport 
accommodation arrangements.

Other gains The Department of Defence’s gifting of the Ocean Shield vessel in July 2014 was not 
anticipated at the time of budget estimation.

Revenue from Government 
(Comprehensive Income)  
and Appropriation received 
(Cash flow)

ACBPS received an additional $68.2 million of funding for a number of new measures as 
part of the 2014–15 Additional Estimates process.  

Changes in asset revaluation 
surplus and Asset revaluation 
reserves

Asset revaluations are market driven and thus not normally included in budget estimates.

GST received Increased payments to suppliers and asset acquisitions resulted in higher than expected 
GST refunds.

GST paid Higher than estimated ‘Sales of goods and services’ triggered increased GST payments.

Section 74 receipts transferred 
to OPA

The PBS templates included this cash movement within the appropriation receipts line.

Tax paid The costed impacts of the expiry of Living Away From Home Allowance (LAFHA) 
concessions at the end of 2013–14 were not available at the time the budget was 
estimated.

Statement of Financial Position and related lines in the Statements of Cash flows and Changes in Equity

Cash and cash equivalents 
(Statements of Financial 
Position and Cash flows)

Cash held by outsiders reported under ‘Cash and cash equivalents’ in 2013–14 was 
reclassified to ‘Other receivables’ in 2014–15. The cash held is based on business 
requirements at the time and cannot be consistently forecast with accuracy.

Trade and other receivables Forecast ‘Appropriations receivable’ were updated at Additional Estimates to account 
for the prior year actuals.  This reduced the budgeted balance to $164.8 million. The 
prior year actuals were not known at the time of the original Budget development.  
The balance of the variance is a flow on effect from higher than budgeted levels of 
operational and capital expenditure. 

Land and buildings The revaluation of ‘Buildings’ reflected a decreased fair market value at the end of 
2014–15 not anticipated in May 2014.  Also, changes to the ‘Leasehold’ property 
footprint were not anticipated at Budget.

Property, plant and equipment 
(Statement of Financial Position)

Increases due to earlier than expected commissioning of Cape Class vessels and receipt 
of the Ocean Shield from Defence.
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Affected line items  
(and schedule)

Explanation of major variances

Statement of Comprehensive Income and related lines in the Statements of Cash flows and Changes in Equity (cont.)

Inventories Larger than forecast acquisitions of new uniforms and related consumables were 
purchased in preparation for the commencement of the Australian Border Force on  
July 1, 2015.

Other non-financial assets The variance reflects that a higher number of prepayment arrangements were entered 
into than originally forecast at the time of preparing the budget.

Suppliers This reflects an expenditure pattern which had higher expenses incurred in June than 
was anticipated within the original Budget. This item was also impacted by a mapping 
issue in the Budget which understated Supplier Payables and overstated Employee 
Provisions.

Other payables The variance relates to the level of accruals across a range of categories. Accruals will 
vary due to a number of factors such as operational activity.

Employee provisions This item was impacted by a mapping issue in the Budget which understated Supplier 
Payables and overstated Employee Provisions.

Other provisions Due to timing, the budget data did not include the Ocean Protector vessel make good 
payout.

Contributed equity (Financial 
Position, Changes in Equity, 
and Cash flow)

The equity injection at Additional Estimates was not anticipated in the original budget.

Reserves (Financial Position) 
and Asset revaluation surplus 
(Changes in Equity)

Asset revaluations are market driven and thus not normally included in budget estimates.

Accumulated deficit (Financial 
Position) and Retained earnings 
(Changes in Equity)

The reduction in the Accumulated Deficit reflects the additional gains associated with 
Ocean Shield and other gains which were not captured at Budget offset by underlying 
expenditure being higher than revenue.

Purchase of property, plant and 
equipment (Cash flow)

The Budget estimates present cash flows relating to asset acquisitions as a single line.  
Combined, the spending variance is within anticipated operational fluctuations.
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AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Note 26C: Administered budgetary reports      

Administered Schedule of Comprehensive Income

for the period ended 30 June 2015

  Actual   Budget estimate

      Originala   Varianceb

  2015   2015   2015
  $’000   $’000   $’000

Net cost of services          
Expenses          

Suppliers – consultants and market research 
(external) 934   934   -
Impairment and write-down of assets 9,868   2,500   7,368

Total expenses 10,802   3,434   7,368
           
Income          
Revenue          
Taxation revenue          

Customs duty 10,882,321   9,269,250   1,613,071
Passenger Movement Charge 881,298   907,936   (26,638)
Import processing and depot charges 353,372   346,455   6,917

Total taxation revenue 12,116,991   10,523,641   1,593,350
           
Non-taxation revenue          

Fees, fines and prosecutions 1,068   2,500   (1,432)
Interest 28    -   28
Other 5,439    -   5,439

Total non-taxation revenue 6,535   2,500   4,035
Total revenue 12,123,526   10,526,141   1,597,385
           
Gains          

Reversal of previous impairment and  
write-down of assets 6,591    -   6,591

Total gains 6,591   -   6,591
           
Total income 12,130,117   10,526,141   1,603,976
Net contribution by services 12,119,315   10,522,707   1,596,608
Surplus 12,119,315   10,522,707   1,596,608

a   ACBPS’s original budgeted financial statements that were first presented to Parliament in respect of the 
reporting period, that is from the ACBPS’s 2014–15 Portfolio Budget Statements (PBS).

b   Between the actual and original budgeted amounts for 2014–15. Explanations of major variances are  
provided further below.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Administered Schedule of Assets and Liabilities          

as at 30 June 2015          

Actual   Budget estimate

    Originala   Varianceb

  2015   2015   2015
  $’000   $’000   $’000
Assets          
Financial assets          
Cash and cash equivalents 2,667   891   1,776
Total financial assets 2,667   891   1,776
           
Non-financial assets          
Taxation receivables 286,538   232,401   54,137
Non-taxation receivables 5,802   7,356   (1,554)
Total non-financial assets 292,340   239,757   52,583
Total assets administered on behalf of Government 295,007   240,648   54,359
           
Liabilities          
Payables          
Unearned revenue 3,550    -   3,550
Other 2,410   11,452   (9,042)
Total payables 5,960   11,452   (5,492)
           
Non-interest bearing liabilities          
Security deposits 1,413   2,304   (891)
Total non-interest bearing liabilities 1,413   2,304   (891)
Total liabilities administered on behalf of Government 7,373   13,756   (6,383)
Net assets/(liabilities) 287,634   226,892   60,742

a   ACBPS’s original budgeted financial statements that were first presented to Parliament in respect of the 
reporting period, that is from the ACBPS’s 2014–15 Portfolio Budget Statements (PBS).

b   Between the actual and original budgeted amounts for 2014–15. Explanations of major variances are  
provided further below.
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AUSTRALIAN CUSTOMS AND BORDER PROTECTION SERVICE 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Note 26D: Administered major budget variances for 2015

Affected line items 
(and schedule)

Explanation of major variances

Administered Schedules of Comprehensive Income

Write-down and impairment 
of assets (Comprehensive 
Income - expense)

The factors associated with the impairment are inherently difficult to predict, including the 
volume and risk profile of the underlying receivable recognised. The actual impairment and 
write-down of assets expense includes an impairment assessment based upon information 
available as at balance date. The corresponding Budget estimate did not include an 
estimate for Gains.

Customs duty 
(Comprehensive Income - 
taxation revenue)

The increase in the Customs Duty revenue is primarily a result of a major domestic tobacco 
manufacturer shifting production overseas. The timing of the shift was quicker than 
anticipated when the original Budget estimates were prepared in May 2014. The increase 
in Customs duty revenue was also due to increased import volumes for Textiles, Clothing 
and Footwear (TCF) and Other General goods. The increase in Other General revenue 
reflected the impact of the demand for building-related material resulting from the strength 
of the domestic construction sector. The strength of these sectors was partially offset by the 
reduction in Petroleum and Alcohol collections.

Fees, fines and prosecutions 
(Comprehensive Income - 
non-taxation revenue)

The Budget estimate was prepared at the aggregate of the Non-Taxation revenue 
classification level only. Therefore the attribution between the Fees, Fines and prosecutions 
and Other level is not provided at the estimate level. The greater than expected revenue for 
Non-Taxation revenue is attributable to the increase in infringement notices issued as part of 
the focus on compliance activities.

Interest (Comprehensive 
Income - non-taxation 
revenue)

The quantum is immaterial and therefore not included as part of the estimate. The interest 
is associated with the instalment plans being entered into by debtors who are unable to pay 
the full amount of the outstanding debt. This is due to increased debt management activity.

Other (Comprehensive 
Income - non-taxation 
revenue)

The Budget estimate was prepared at the aggregate of the Non-Taxation revenue 
classification level only. Therefore there is no attribution of the estimate between: Fees, 
Fines and prosecutions; Interest; and Other revenue.

Administered Schedules of Asset and Liabilities

Cash and cash equivalents 
(Financial Assets)

This variance is purely a timing issue. The amount of cash as at 30 June 2015 that exists 
in the ACBPS administered bank account, prior to being returned to the Official Public 
Account (OPA), cannot be reliably determined at the time the Budget estimates are 
prepared.

Taxation Receivables 
(Financial Assets)

The increase in the taxation receivable is a direct correlation with the increase in the 
Customs Duty revenues in conjunction with a lower than expected impairment allowance.

Non-Taxation Receivables 
(Financial Assets)

The decrease in the non-taxation receivable is a result of the estimate anticipating a greater 
number of accruals based on the historical trend. The lower accrual was compounded by 
the greater than anticipated impairment allowance which underpinned the net reduction for 
the non-taxation receivable balance recognised.

Unearned Revenue 
(Liabilities - Payables)

The Budget estimate was prepared at the Total Payable aggregate level.  A component of 
the variance at the aggregate includes the Unearned Revenue associated with the full effect 
of the three year Broker Licenses that were issued for payment in the 2014–15 year.  These 
licences will be effective for the next three financial years effective 1 July 2015 with the 
unwinding of the Unearned Revenue being accounted for over the same period.

Other (Liabilities - Payables) The Budget estimate was prepared at the Total Payable aggregate level.  Payments for the 
bulk of outstanding payables were made in anticipation of integration with the Department 
of Immigration and Border Protection.  

Security deposits (Liabilities 
- Non-interest bearing 
liabilities)

The reduction against the estimate is primarily due to the change in the recognition of 
legacy liabilities in 2014–15 year.  This change is a one-off and was not anticipated as part 
of the 2014–15 Budget estimate.
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Appendix A

AGENCY RESOURCE STATEMENT AND RESOURCES 
FOR OUTCOME
Table A-1:  Agency resource statement 2014–15

Agency Resource Statement 
2014–15

Actual available 
appropriation 
for 2014–15a 

($’000) 
{A} 

Payments 
made for 
2014–15a 

($’000) 
{B}

Balance 
remaining  
2014–15  

($’000) 
={A}-{B} 

Ordinary annual servicesb

Appropriation receivable 150,198 145,179 5,019g

Departmental appropriationc,d 1,066,617 970,305 96,312

Section 74 receipts 80,168 80,168 0

Total 1,296,984 1,195,653 101,331

Administered expenses

Outcome 1 934 934 0

Total 934 934 0

Total ordinary annual services {C} 1,297,918 1,196,587 101,331

Departmental non-operating

Equity injectionse 152,979 123,993 28,986

Total 152,979 123,993 28,986

Total other services {D} 152,979 123,993 28,986

Total available annual appropriations 
and payments

1,450,897 1,320,580 130,317

Special appropriations

Special appropriationf 420,000 380,734 39,266

Total special appropriations {E} 420,000 380,734 39,266

Total resourcing and payments

{C} + {D} + {E} 1,870,897 1,701,314 169,583

a  ACBPS information derived from information contained within the Department of Finance Central Budget Management 
System (CBMS). 

b  Appropriation Bill (No. 1) 2014–15 and Appropriation Bill (No. 3) 2014–15.

c  This includes amounts for Appropriation Bill (No. 3) 2014–15 and an amount of $10.5 million as part of s51 determinations.

d  This includes $32.6 million for the Departmental Capital Budget in 2014–15. For accounting purposes this amount  
has been designated as ‘contributed by owners’.

e  Appropriation Bill (No. 2) 2014–15 and Appropriation Bill (No. 4) 2014–15.

f  The total Special appropriation of $380.7 million comprised payments made under s28 (Financial Management  
and Accountability Act 1997) of $80.5 million and s77 (Public Governance, Performance and Accountability Act 2013)  
of $300.2 million.

g  This includes an amount of $0.2 million which was quarantined and not available for payments in 2014–15.

Note:  Special Accounts have not been reported for 2014–15 as they were not utilised during the financial year  
and were revoked effective from 1 July 2014. Figures are rounded to the nearest hundred thousand and  
may not total exactly due to rounding.
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6Table A-2:  Resources for outcome

Budget 
2014 –15a 

($’000) 
{A}

Actual expense 
2014–15 

($’000) 
{B} 

Variation 
2014–15 

($’000) 
={A}-{B} 

Programme 1.1: Border Enforcement

Departmental expenses 1,025,658 1,040,532 (14,874)

Subtotal for Programme 1.1 1,025,658 1,040,532 (14,874)

Programme 1.2: Border Management

Departmental expenses 126,462 147,530 (21,068)

Subtotal for Programme 1.2 126,462 147,530 (21,068)

Programme 1.3: Border Revenue Collection

Departmental expenses 77,788 69,920 7,867

Subtotal for Programme 1.3 77,788 69,920 7,867

Total departmental expenses 1,229,908 1,257,982 (28,075)

Special appropriations

Repayments required  
or permitted by lawb

420,000 380,734 39,266

Total for outcome

Department expenses 1,229,908 1,257,982 (28,074)

Administered expenses 3,434 10,802 (7,368)

Administered refunds  
(FMA Act s.28)b

420,000 380,734 39,266

Average staffing level  
(number of officers)c

4,920 4,903 17

a  Data derived from the 2014–15 Portfolio Additional Estimates Statements.

b  The total repayments required or permitted by law of $380.7 million comprised of payments made under s28  
(Financial Management and Accountability Act 1997) of $80.5 million and s77 (Public Governance, Performance  
and Accountability Act 2013) of $300.2 million.

c  Reported as an average staffing level (ASL) basis.
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Appendix B

ECOLOGICALLY SUSTAINABLE DEVELOPMENT  
AND ENVIRONMENTAL PERFORMANCE
Under Section 516A of the Environment Protection and Biodiversity Conservation Act 1999 
(EPBC Act), Commonwealth organisations have a statutory requirement to report on their 
environmental performance and how they accord with, and advance the principles of, ecologically 
sustainable development. This appendix provides information on our environmental performance 
in accordance with the requirements of s. 516A of the EPBC Act. 

The Portfolio is committed to making a positive contribution to sustainable development. 
Sustainable development includes ecologically sustainable development, social justice and equity 
in policy development and operational activity. We demonstrate our success through metrics 
based on benchmark indicators provided by the Department of Industry. We are also committed 
to supporting other government agencies with environmental tasks. 

The Service applied a rigorous risk management approach to ecologically sustainable 
development and environmental performance. Risk management includes the assessment of 
environmental, geographical, social, commercial and trading risks, and underpins our planning 
and project activities. The Service recognised the risk to Australia’s health and safety environment 
if its operational response to enforcing legislation was ineffective. Newly established reporting 
and review processes, which will be used by the integrated Department, will ensure that risks are 
assessed regularly and managed effectively, and that deployed systems and processes support 
continuous improvement. 

ENVIRONMENTAL POLICY
In 2014–15, the Service further demonstrated its commitment to ecologically sustainable 
development and environmental performance by ensuring that it complied with government 
policies contributing to sustainable development, including environmental policies as outlined 
in the Energy Efficiency in Government Operations (EEGO) Policy, the Australian Government 
Data Centre Strategy 2010–2025, Australian Government ICT Sustainability Plan 2010–15 and 
Commonwealth Property Management Guidelines. Our compliance with these policies was  
visible through our working within set guidelines, the inclusion of model environmental clauses in  
request-for-tender documentation, and by taking into consideration tender responses that identify 
non-compliance with Government policies, particularly in relation to sustainable development. 
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6ENVIRONMENTAL MANAGEMENT
The ACBPS Environmental Practice Statement outlined the Service’s commitment to the key 
objectives of improving environmental performance and instituting better practices. We adopted 
an Environmental Management System that seeks to minimise environmental impacts by:

•  educating officers through the intranet site, internal news articles and signage to reinforce 
environmentally friendly practices

•  procuring information and communications technology (ICT) equipment with improved  
energy-saving capacity

•  providing recycling facilities for paper, aluminium, glass, plastics, toner cartridges, batteries, 
mobile phones and fluorescent lighting tubes 

•  inclusion of contract clauses for recycling services and environmentally friendly products 

•  increasing the consumption of paper with a recycled content 

•  adoption of maintenance practices such as: 

 – installation of water-saving devices

 – servicing plant equipment and air-conditioning systems to ensure effective operation

 – regular light inspections and replacement

 – installation of water-efficient shower heads and taps and dual-flush toilets where possible

 – providing a call centre for officers to report building faults

 – increasing the ratio of fuel-efficient vehicles in the national fleet

 – increasing officer-to-printer ratios

 – entering into Green Lease Schedules with the quarterly Building Management Committee

 – meetings with building owners to discuss building performance 

 – conducting energy audits at key locations. 

The Service measured performance against set energy targets and it conducts energy audits as 
required. Under the integrated arrangements, the Portfolio will continue with an Environmental 
Management System that targets major issues such as consumption of energy, generation of 
waste, water usage and management of hazardous materials. 
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ENERGY USE
It is not possible to report energy use data for 2014–15 until late 2015. As these figures were  
not available at the time of publication, figures from 2013–14 have been used.

Performance statistics show a positive trend overall, with energy consumption in 2013–14 
decreasing by 9.6 per cent, to 65,787 gigajoules (GJs) compared with the previous year’s 
72,786 (see Table B-1). This was mainly due to the overall reduction in electricity usage under the 
categories of ‘Office–tenant light and power’ and ‘Other buildings’. The ‘Office–central services’ 
category (consisting of lifts, lobby lights, security and hot-water systems) continues to be reported 
under ‘Office–tenant light and power’ as these areas are not separately metered. The category 
‘Transport and Passenger Vehicles’ showed a 12.9 per cent decrease across all fuel consumption 
during 2013–14. 
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6Table B-1:  Direct energy use—tenant light and power, 2012–13 to 2013–14

Financial Year  2012–13 2013–14

Office—tenant light and power

Electricity (kWh) 15,797,809 14,839,796

Green power (kWh) (869,391) (867,483)

Total GJ 56,872 53,423

Occupancyb 4,421 4,424

Area (m2) 102,598 102,598

MJ/Occupancy (people) / annum 12,864.08 12,075.78

MJ/Area (m2) / annum 554 521

m2 / person 23 23

Office—central services

Total GJa –a –a

Other buildings

Electricity (kWh) 3,416,212 2,436,171

Liquid Petroleum Gas (L) 107,580 79,147

Greenpower (kWh) (211,404) (113,259)

Total GJ 12,298 8,770

Area (m2) 130,015 130,015

MJ / Area (m2) / annum 95 67

Other uses

Electricity kWh 944,609 988,506

Liquid Petroleum Gas (MJ) 107,580 35,840

Green power (kWh) (46,932) (58,915)

Total GJ 3,616 3,594

Area (m2) 47,947 47,947

KPI (MJ/m2) 76.8 74.9

Total GJ 72,786 65,787

L = Litres

kWh = Kilowatt Hours

GJ = Gigajoule

MJ = Megajoule

m2 = meters squared 

a  Central services are not separately metered therefore usage is included under the category –‘Office –tenant light  
and power’. 

b  Occupancy numbers consist of FTE officers extracted from Compass on 1 July at the beginning of the reporting year. 
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Table B-2:  Direct energy use—transport, 2012–13 to 2013–14

Passenger vehicles  2012–13 2013–14

Automotive diesel (L) 130,237 114,701

E10 Bio-fuel (L) 58,902 47,293

Petrol (L) 215,148 189,747

LPG (L) 2,271 2,111

Total GJ 14,519 12,637

Distance travelled (km) / annum 3,567,812 3,111,638

MJ / distance travelled (km) / annum 4.07 4.06

L = Litres

Km = Kilometre

MJ = Megajoule

GJ = Gigajoule
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6ENVIRONMENTAL GOALS
The following table provides an overview of the performance of the Service in meeting  
its various environmental goals throughout 2014–15:

Table B-3:  Environmental goals 2014–15

Environmental goals 
2014–15 Result

Ongoing environmental 
goals 

Maintain recycled paper 
content.   

Individual sections are  
now responsible for 
purchasing office paper.  
The recommended minimum 
recycled content is 80 per cent 
or carbon neutral paper. 

Sections will continue to 
purchase recycled paper 
as recommended in the 
Environmental Practice 
Statement. 

Monitor and report on  
high energy usage sites.

Monitoring is ongoing. Undertake energy audits  
as required. 

Implement energy-saving 
solutions for office lighting.  

The Environmental 
Management Instruction 
and Guidelines outline good 
practices such as turning off 
lights in empty rooms and  
after hours. 

Implement new sensor  
lighting where possible. 

Officers will continue to be 
reminded of good practices  
in saving energy. 

Continue to install lighting 
sensors during new projects 
and fit-outs. 

Introduce energy-saving 
solutions for computers  
and office equipment.

Portfolio continues to revise 
practices in accordance with 
the Australian Government 
Data Centre Strategy 
2010–2025 and the Australian 
Government ICT Sustainability 
Plan 2010–15.

Portfolio will adhere to the 
recommendations for ICT 
equipment in the Australian 
Government Data Centre 
Strategy 2010–2025 and the 
Australian Government ICT 
Sustainability Plan 2010–15. 

Continue to procure energy-
efficient ICT equipment with 
automatic power-saving 
options. 

Review officer-to-printer  
ratios in all major offices.  
The 2014–15 target is a  
ratio of 15:1. 

Review all server room 
temperatures to save  
A/C usage.
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Table B-3:  Environmental goals 2014–15

Environmental goals 
2014–15 Result

Ongoing environmental 
goals 

Continue existing Green 
Lease Schedules (GLS) to 
improve building energy 
performance and National 
Australian Built Environment 
Ratings System (NABERS) 
via Building Management 
Committee.

Four major offices contain 
GLS: 

• 2 Constitution Ave, Canberra 

• Melbourne Customs House 

• Adelaide Customs House 

• Brisbane Customs House

Continue to seek 
improvements in building 
energy performance and, 
where required, enter into new 
GLS for major office renewals.

Maintain the Environmental 
Management intranet page 
containing information on 
expected practices and 
guidelines for all staff and 
contractors.

The Environmental 
Management intranet page 
is available to all officers and 
contains advice on expected 
practices of staff  
and contractors.

Continue to review and 
update the Environmental 
Management intranet page  
as required. 

Relevant internal news 
articles will contain links to the 
Environmental Management 
intranet page for greater officer 
awareness. 

Promote and participate in 
Earth Hour. 

The yearly event in March  
was successful. 

Promote and participate  
in Earth Hour. 

In June 2010 the Service completed the implementation of major energy-saving initiatives at  
nine locations around Australia. The energy savings from these sites continue to be monitored. 
One of the top performers was 5 Constitution Avenue, Canberra. After a complete lighting 
upgrade (finished in 2009–10), electricity consumption reflects the initial drops and remains 
consistent with the following years (2010–11, 2011–12, 2012–13 and 2013–14) as shown  
in Figure B-1. 

Figure B-1 shows electricity usage remains consistent with the previous years, where the  
largest drop of energy was seen due to energy upgrades that were implemented. 
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ECONOMIC, ENVIRONMENTAL AND  
SOCIAL CRITERIA IN PROCUREMENT
The Service applied the economic, environmental and social criteria as outlined in the EEGO 
policy in procurement operations. ACBPS’s compliance with these policies has been achieved 
by including evaluation criteria in procurement documents and considering those policies when 
determining value for money in a tender process. The Service has aimed to improve energy 
efficiency and reduce the whole-of-life cost and environmental impact throughout a product’s  
life cycle—production, use or disposal. 

ACBPS also included criteria such as hazardous or ozone-depleting substances and energy 
ratings in its procurement decisions. It has also taken account of a wide range of other 
government policies and requirements for effective purchasing, including: 

•  Australian Public Service values, ethics and Code of Conduct

•  Chief Executive Instructions and Practice Statements

•  work health and safety policy

•  the Freedom of Information Act 1982

•  the Privacy Act 1988. 

HERITAGE
In accordance with the EPBC Act, each Commonwealth agency that owns or controls heritage 
properties is required to complete a heritage strategy and use it to manage those properties. 

The Portfolio conserves the Commonwealth heritage values of the one property we occupy  
and control in conjunction with the Department of Finance which is on the Commonwealth 
Heritage List—the National Operational Training Centre at Neutral Bay in Sydney, NSW.  
In addition, we adhere to a ‘good neighbour’ policy to protect and conserve the heritage  
values of the heritage properties we occupy. In accordance with the ‘good neighbour policy’,  
we comply with state, territory or local government heritage management standards,  
wherever practical. 

We lease each of the heritage properties we occupy, and we held consultations with  
the respective property owners on heritage-related matters as they arose in 2014–15.
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INFORMATION PUBLICATION SCHEME STATEMENT
As an agency subject to the Freedom of Information Act 1982 (FOI Act), the Service is required  
to publish information to the public as part of the Information Publication Scheme. An agency  
plan showing what information the Service publishes in accordance with the Information 
Publication Scheme requirements is available on the Service’s website.

From 1 July 2014 to 30 June 2015, the Service received 213 requests under section 15  
of the FOI Act, down from 218 requests last year. 

Requests for access to information covered such matters as:

•  import or export data associated with our operational matters

•  processing of passengers at airports

•  enquiries from media organisations on various issues including maritime people smuggling

•  staffing matters. 

Note:  These numbers include requests carried over from the previous financial year and requests  
still being processed at the end of the financial year.

From 1 July 2014 to 30 June 2015, the Service received eight requests for internal  
review under Section 54 of the FOI Act, down from 12 internal reviews last year.

From 1 July 2014 to 30 June 2015, the Service was notified of 12 requests for Information 
Commissioner Review under Section 54B of the FOI Act, up from six notifications last year.

From 1 July 2014 to 30 June 2015, the Service received no notifications for a review by the 
Administrative Appeals Tribunal under Section 57A of the FOI Act, the same as last year.

Appendix c
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On 10 June 1985, the Customs Administration Act 1985 established the ACBPS as a separate 
statutory agency. This Act was repealed on 1 July 2015. When in existence, the ACBPS primarily 
derived its powers from the Customs Act 1901 and related legislation. 

The Customs Administration Act 1985 provided for the appointment of a Chief Executive Officer 
(CEO), who, reporting to the Minister, controlled the ACBPS. The Governor-General appointed the 
CEO. Certain statutory functions and powers were vested in the Minister but most decisions made 
under ACBPS legislation were the responsibility of the CEO. The CEO had the ability to delegate 
(by signed instrument) to an officer of the Service the functions and powers of the CEO. 

COMMONWEALTH LEGISLATION UNDER  
WHICH ACBPS EXERCISED POWERS
Following are some of the important Acts and Regulations under which the CEO  
and/or ACBPS officers exercised powers and performed functions:

•  Customs Act 1901

•  Customs (Prohibited Exports) Regulations 1958

•  Customs (Prohibited Imports) Regulations 1956

•  Customs Regulations 2015

•  Customs (International Obligations) Regulations 2015

•  Customs Administration Act 1985

•  Customs Tariff Act 1995

•  Commerce (Trade Descriptions) Act 1905 

•  Maritime Powers Act 2013. 

From 1 July 2015, the powers under the above Acts and the Australian Border Force Act 2015  
are exercisable by the Comptroller-General of Customs and officers in the Department of 
Immigration and Border Protection. 

Other legislation under which ACBPS officers exercised powers included:

•  Anti-Money Laundering and Counter-Terrorism Financing Act 2006

•  Australian Postal Corporation Act 1989

•  Copyright Act 1968

•  Crimes Act 1914

•  Environment Protection and Biodiversity Conservation Act 1999 

•  Fisheries Management Act 1991

Appendix D
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•  Migration Act 1958

•  National Health Act 1953

•  Olympic Insignia Protection Act 1987

•  Quarantine Act 1908

•  Trade Marks Act 1995. 

The ACBPS collected charges and revenue under the following legislation:

•  A New Tax System (Goods and Services Tax) Act 1999

•  A New Tax System (Wine Equalisation Tax) Act 1999

•  A New Tax System (Luxury Car Tax) Act 1999

•  Customs Depot Licensing Charges Act 1997

•  Import Processing Charges Act 2001

•  Passenger Movement Charge Act 1978

•  Passenger Movement Charge Collection Act 1978. 

Administrative legislation that the ACBPS complied with includes:

•  Administrative Decisions (Judicial Review) Act 1977

•  Disability Discrimination Act 1992

•  Financial Management and Accountability Act 1997

•  Freedom of Information Act 1982

•  Work Health and Safety Act 2011

•  Privacy Act 1988

•  Public Service Act 1999

•  Maternity Leave (Commonwealth Employees) Act 1973

•  Long Service Leave (Commonwealth Employees) Act 1976

•  Workplace Relations Act 1996. 

These lists are not exhaustive and do not include all delegated legislation. 
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ADVERTISING AND MARKET RESEARCH
Under Section 321A of the Commonwealth Electoral Act 1918, any payments we make for 
advertising or market research greater than $12,565 (inclusive of GST) must be reported in  
the Annual Report. In accordance with this legislation, the totals paid to these organisations  
and the services they provided are set out below. 

During 2014–15, the Service conducted the following advertising campaigns:

•  Anti-People Smuggling Communication Campaign

 – Don’t throw your money into water 

 – No Way. You will not make Australia home. 

Further information on those advertising campaigns is available at www.border.gov.au and the 
reports prepared by the Department of Finance are available at www.finance.gov.au/advertising

Appendix E
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6Table E-1:  Payments over $12,565 (inclusive of GST) to advertising and market  
research organisations

Organisation Services
Amount  

(GST inclusive)

Mitchell Adcorp Alliance Online advertising $2,043,306.54

LOTE Marketing Advertising translation  
and production 

$184,263.98

Mediabrands Australia Pty Ltd 
Trading as Airborne

Online production $16,527.50

Put It Out There Pictures Production $3,158,936.00

Red Elephant Research Research $534,350.00

Woolcott Research and 
Engagement

Research $28,380.00

Total (inclusive of GST) $5,965,764.02 $5,965,764.02

Organisation Services
Amount  

(GST not applicable)

STATT Consulting Ltd Research public relations 
advertising

$6,903,334.00

International Organisation  
for Migration Vietnam

Public relations advertising $198,092.49

International Organisation  
for Migration Indonesia

Public relations advertising $1,128,000.00

Thompson Associates (PVT) 
Ltda/ TAL Group / Total Media 
Direction (PVT) Ltda

Public relations advertising $2,099,026.24

Organisation for Eelam 
Refugee Rehabilitation 
(OfERR) Indiaa 

Public relations advertising $29,226.92

Radio, cinema, rickshaw and 
transit advertising Indiaa

Public relations advertising $127,786.25

Press, billboards, rickshaw, 
inflight advertising Pakistana

Public relations advertising $301,774.09

Nalamdana Charitable  
Trust Indiaa

Public relations advertising $34,423.84

Lapis Public relations advertising $327,100.72

Leo Burnett Indonesia Public relations advertising $485,361.76

Zanala Bangladesh Public relations advertising $22,400.00

International Organisation 
for Migration Vietnam—
Bangladesh

Research $36,000.00

Total (GST not applicable) $11,692,526.31

a  These payments were made by the relevant overseas posts.
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PURCHASER-PROVIDER ARRANGEMENTS
ACBPS functions were carried out in a particularly dynamic and complex operating environment 
during the period of reform. ACBPS faced an operating environment characterised by 
exponentially increasing volumes of trade and travel and increasing complexity in global routes  
and supply chains. It faced the challenge of keeping pace with the accelerating evolution of the 
border environment while meeting government and community expectations around border 
management and protection. 

The Service’s civil maritime surveillance and response programme was delivered with the 
assistance of a number of providers, although the Service was increasingly moving towards 
ownership of Australian Customs and Border Protection Vessels (ACVs). The Service’s aerial 
and satellite surveillance programmes were both delivered by contracted providers. Leases for 
both ACV Ocean Shield and ACV Triton terminated in 2014–15. The contracted ACV Ashmore 
Guardian was replaced with ACBPS-owned ACV Thaiyak, and the ACV Ocean Shield was 
transferred to the Service from Defence during the period under review. It has been manned  
by a contracted crew until it moves to a fully ABF-crewed model in 2015–16. 

This financial year each vessel contract has performed to expectations and no patrol days were 
lost due to contract non-performance. The Service’s aerial surveillance providers also performed 
to expectations. 

ACBPS container and cargo examination facilities had arrangements with logistics providers 
for the movement of containers to and from the facilities and the unpacking and repacking of 
containers requiring examination. In 2014–15, ACBPS inspected 101,273 twenty-foot equivalent 
units (TEUs) and physically examined 15,581 TEU sea cargo containers. 

The arrangements for these services have worked effectively. Throughout 2014–15, services were 
delivered to the cost and standard required by the Service and this is reflected in the achievement 
of the annual Portfolio Budget Statement targets. 

The Service’s internal audit function was delivered through an outsourcing arrangement with  
Ernst & Young, an arrangement that commenced on 1 July 2013. The Internal Audit Section 
supports the Audit and Risk Committee, which meets five times a year to approve, administer  
and oversee the delivery of the Strategic Internal Audit Plan and Financial Statements requirements.

In 2014–15, the Internal Audit Section completed 20 internal audit reports, which were considered 
by the Audit and Risk Committee. These included performance and compliance audits, which 
were conducted over a diverse range of subjects, risk areas and business units across the 
Service. The Internal Audit Section also undertook extensive follow-up to monitor progress of open 
recommendations and verify activities undertaken to fully implement those recommendations.

Reporting to an ACBPS National Manager, the Internal Audit Section’s management and 
administrative roles include servicing of the Audit and Risk Committee, the Chief Executive Officer 
and senior management, liaison with the Australian National Audit Office (ANAO), operational 
management of the Internal Audit team, follow-up of audit recommendations (external and 
internal), assessment against ANAO reports and better practice guides, and ongoing advice  
to management of control, risk and assurance matters. On 1 December 2014, the ACBPS  
Internal Audit Section integrated with DIBP’s Internal Audit Section. 
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CORRECTION OF ERRORS IN THE 2013–14 
AUSTRALIAN CUSTOMS AND BORDER  
PROTECTION SERVICE ANNUAL REPORT
Page 26 
Table 14: Tobacco detections in sea cargo and amount of duty evaded

The equivalent tobacco weight in 2012–13 was reported as 343, the correct weight is 344.  
The number of detections in 2013–14 was reported as 81, the correct number is 78.  
The tobacco tonnes was reported as 178, the correct number is 183. Duty was reported  
at 139 million, the correct number is 142 million. The equivalent weight was reported as 296, 
the correct number is 301. 

Note: tobacco data is live and is continuously updated as new information becomes available.

Page 79 
Table 40: Officer numbers by location and classification as at 30 June 2014

The number of Senior Executive Service officers in the ACT and VIC was incorrectly reported  
as 55 (ACT) and 5 (VIC). The correct figures are 58 (ACT) and 2 (VIC). 

This change impacts on the state totals for ACT and VIC. The total number of officers was 
incorrectly reported as 1,760 (ACT) and 928 (VIC). The correct figures are 1,763 (ACT)  
and 925 (VIC).

Page 68  
Table 24: Administrative Appeals Tribunal applications for review

The number of other applications for review in 2013–14 was incorrectly reported as two.  
The correct figure is three. 

Page 187  
Table B-3: Notifiable incidents—mechanism of injury 2012–13 to 2014–15

The percentage of other and unspecified mechanisms of injury in 2013–14 was incorrectly 
reported as 20.68. The correct figure is 20.69. The total number of injuries reported in 2013–14 
was also incorrectly reported in this table as 30. The correct figure is 29.

Page 186 
Table B-1: Comcare claim data and unscheduled absences, 2012–13 to 2014–15

The total numbers for annual absenteeism (days per full-time equivalent) in 2012–13 and  
2013–14 were incorrectly reported as 13.10 (2012–13) and 12.88 (2013–14). The correct  
figures are 13.92 (2012–13) and 13.91 (2013–14). These corrections were required as  
previously published data was updated due to lag-time processing of leave applications.

Appendix G



270 Australian Customs and Border Protection Service



271Annual Report 2014–15

Part 7
REFERENCE MATERIAL

Abbreviations and acronyms 272

Glossary  275

Compliance index 277

Index 282

271



272 Australian Customs and Border Protection Service

Abbreviations and acronyms

ABF Australian Border Force

ACBPS Australian Customs and Border Protection Service

ACC Australian Crime Commission

ACLEI Australian Commission for Law Enforcement Integrity 

ACV Australian Customs and Border Protection Vessel

ADF Australian Defence Force

ADV Australian Defence Vessel

AFP Australian Federal Police

AFMA Australian Fisheries Management Authority

AFSA Australian Financial Security Authority

AMATF Augmented Multi-Agency Task Force

AMSA Australian Maritime Safety Authority

ANAO Australian National Audit Office

APS Australian Public Service

ASL Average Staffing Level

ATO Australian Taxation Office

ATS amphetamine-type stimulants

AWOTE Average Weekly Ordinary Time Earnings 

B5 Border Five group (Australia, Canada, New Zealand, United Kingdom,  
United States)

BPC Border Protection Command

CBMS Central Budget Management System

CEO Chief Executive Officer

CIDF Cocos Island Deployment Force

CPR Commonwealth Procurement Rules

CTU Counter Terrorism Unit

DA Department of Agriculture, previously Department of Agriculture,  
Fisheries and Forestry (DAFF)

DCEO Deputy Chief Executive Officer

DFAT Department of Foreign Affairs and Trade

DHEA dehydroepiandrosterone/prasterone

DIBP Department of Immigration and Border Protection

DSTO Defence Science and Technology Organisation

E10 ethanol-blended fuel

EC Executive Committee
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EEGO Energy Efficiency in Government Operations

EEZ Exclusive Economic Zone

EPBC Act Environment Protection and Biodiversity Conservation Act 1999 

FMA Act Financial Management and Accountability Act 1997

FOI Act Freedom of Information Act 1982

FTA free trade agreement

FTE full-time equivalent

GBL gammabutyrolactone 

GHB gamma-hydroxybutyrate (fantasy)

GJ gigajoule

GST Goods and Services Tax

ICE Investigations, Compliance & Enforcement

ICS Integrated Cargo System

ICT information and communications technology

ID Investigations Division

IMA illegal maritime arrivals

IUU illegal, unreported and unregulated fishing

IP Intellectual property

IPC Import Processing Charge

JAEPA Japan-Australia Economic Partnership Agreement 

JOCG Joint Organised Crime Group 

km kilometre

kg kilogram

KAFTA Korea-Australia Free Trade Agreement

KPI key performance indicator

LCT Luxury Car Tax 

LPG liquefied petroleum gas

LSD lysergic acid diethylamide

MDA 3,4-methylenedioxyamphetamine

MDEA 3,4-methylenedioxy-N-ethylamphetamine

MDMA 3,4-methylenedioxymethamphetamine (ecstasy)

MDP-2-P 3,4 methylenedioxyphenyl-2-propanone

MJ megajoule

MP Member of Parliament

NBTC National Border Targeting Centre

OC Operations Committee

PAES Portfolio Additional Estimates Statements

PBS Portfolio Budget Statements

PGPA Public Governance, Performance and Accountability Act 2013

PIEDs performance and image-enhancing drugs
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PIIs potential illegal immigrants

PMC Passenger Movement Charge

PMV Passenger Motor Vehicle 

PNG Papua New Guinea 

RC Regional Command

RAAF Royal Australian Air Force

ReCAAP Regional Cooperation Agreement on Combating Piracy  
and Armed Robbery against Ships in Asia

RPOA-IUU Regional Plan of Action to Promote Responsible  
Fishing Practices, including combating IUU fishing

SBC Strategic Border Command

SBCC Strategic Border Command Centre 

SCG Strategic Command Group

SES Senior Executive Service

SIEV suspected illegal entry vessel

SIP Special Investigations & Programmes

TCF textiles, clothing and footwear

TEU twenty-foot equivalent unit (container measure)

TRS Tourist Refund Scheme

UK United Kingdom

USA United States of America

WET Wine Equalisation Tax

WH&S work health and safety

WCO World Customs Organization 
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anti-dumping and 
countervailing system

A system of laws and regulations that seeks to remedy the injurious 
effects on local industry caused by imports that are deemed to be  
unfairly priced. 

AusTender Australian Government’s tendering system. 

disability Under the Disability Discrimination Act 1992 in relation to a person, 
disability is defined as: 

• total or partial loss of the person’s bodily or mental functions 

• total or partial loss of a part of the body

• the presence in the body of organisms causing disease or illness 

• the presence in the body of organisms capable of causing disease  
or illness 

• the malfunction, malformation or disfigurement of a part of the  
person’s body 

• disorder or malfunction that results in the person learning differently 
from a person without the disorder or malfunction

• a disorder, illness or disease that affects a person’s thought processes, 
perception of reality, emotions or judgement or that results in  
disturbed behaviour. 

And includes a disability that: 

•  presently exists 

• previously existed but no longer exists 

• may exist in the future

• is imputed to a person.

ecstasy Colloquial name for 3, 4-methylenedioxymethamphetamine (MDMA). 

ePassport Passport with an embedded chip. 

examination Examination of cargo by a Portfolio officer. 

Exclusive Economic 
Zone

The area beyond and adjacent to Australia’s territorial sea, the outer limit 
of which does not extend beyond 200 nautical miles from the baseline. 

fantasy Colloquial name for gamma-hydroxybutyrate. 

ice Colloquial name for crystalline methamphetamine. 

inspection May include use of non-intrusive examination through X-ray technology 
(static or mobile), trace particle detection, detector dogs or physical 
examination of cargo. 

intelligence-led 
approach

An approach that ensures strategic and operational decision-making  
is informed by intelligence. 



276 Australian Customs and Border Protection Service

intervention Use of any or all processes, including risk assessment, inspection  
and examination, to prevent the import or export of prohibited items  
and to control the movement of restricted items. 

‘Onshore’ and 
‘offshore’ 

Unless otherwise indicated, ‘onshore’ and ‘offshore’ refer to the  
location of the client at the time of application or visa grant. 

passenger offload 
(CTU context)

A passenger offload is where a traveller subject to CTU intervention 
activity does not travel as originally intended. This includes where ABF, 
the AFP or the airline makes the decision to remove the traveller from the 
flight. An ‘offload’ does not directly translate to persons being stopped 
from joining or supporting hostilities in Iraq and Syria. In some cases, a 
person who was ‘offloaded’ may be allowed to continue with their travel 
plans if they are no longer considered a risk.

Patrols (CTU context) Patrols include activity by CTU officers, both overt and covert, in the 
airport precinct with the intention of detecting, deterring and disrupting 
terrorist related activity.  

potential illegal 
immigrant

A person who enters or seeks to enter Australia illegally by sea. 

Real-Time 
Assessment  (CTU 
context)

A Real-Time Assessment involves the CTU officer asking a series of five 
to 10 questions to determine risk and then making a decision on whether 
further action is required including baggage examination.

suspected illegal 
entry vessel

A vessel suspected of being used exclusively for the illegal movement  
of non-Australian citizens into Australia's Migration Zone or offshore 
excised areas by sea. 

SmartGate Automated border processing system. 

sodium 
metabisulphite

A disinfectant and food preservative agent. 

Tariff Concession 
System

A system that assists Australian industry to become more internationally 
competitive and reduces costs to the general community by removing 
customs duties where there is no local industry to protect. 
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Compliance Index

This list identifies information required by the Requirements for Annual Reports for Departments, 
Executive Agencies and Other Non-corporate Commonwealth Entities issued by the Department 
of the Prime Minister and Cabinet on 25 June 2015. 

Items not applicable to the Service have been noted as such. Any items referred to as  
‘not applicable’ have been assessed against the requirements. 

Part of 
Report Description Requirement Location

Letter of transmittal Mandatory 3

Table of contents Mandatory 5–6

Index Mandatory 282–289

Glossary Mandatory 275–276

Contact officer(s) Mandatory 2

Internet home page address  
and Internet address for report

Mandatory 2

Review by Secretary

Review by Departmental secretary Mandatory 16–21

Summary of significant issues  
and developments

Suggested 17–19

Overview of Department’s  
performance and financial results

Suggested 20

Outlook for following year Suggested 21

Significant issues and  
developments – portfolio

Portfolio Departments 
– suggested

19–20

Departmental Overview

Role and functions Mandatory 26

Organisational structure Mandatory 28–30

Outcome and programme structure Mandatory 32–33

Where outcome and programme structures 
differ from PB Statements/PAES or other 
portfolio statements accompanying any 
other additional appropriation bills (other 
portfolio statements), details of variation  
and reasons for change

Mandatory 40

Portfolio structure Portfolio Departments 
– mandatory

27
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Part of 
Report Description Requirement Location

Report on Performance

Review of performance during the year in 
relation to programmes and contribution  
to outcomes

Mandatory 40–125

Actual performance in relation to 
deliverables and KPIs set out in PB 
Statements/PAES or other portfolio 
statements

Mandatory 43–48,  
73–75, 
90–94

Where performance targets differ from  
the PBS/PAES, details of both former and 
new targets, and reasons for the change

Mandatory 42–48,  
72–75, 
91–94

Narrative discussion and analysis  
of performance

Mandatory 40–125

Trend information Mandatory 40–125

Significant changes in nature of principal 
functions/services

Suggested 22–23

Performance of purchaser/provider 
arrangements 

If applicable, 
suggested 

268

Factors, events or trends influencing 
Departmental performance

Suggested 16–23, 40

Contribution of risk management  
in achieving objectives

Suggested 129–131

Performance against service charter 
customer service standards, complaints 
data, and the Department’s response  
to complaints

If applicable, 
mandatory

134, 
140–141

Discussion and analysis of the Department’s 
financial performance

Mandatory 20

Discussion of any significant changes in 
financial results from the prior year, from 
budget or anticipated to have a significant 
impact on future operations.

Mandatory 20

Agency resource statement and summary 
resource tables by outcomes

Mandatory 252–253

Management and Accountability

Corporate Governance

Agency heads are required to certify their 
agency’s actions in dealing with fraud.

Mandatory 3

Statement of the main corporate 
governance practices in place

Mandatory 128–134

Names of the senior executive  
and their responsibilities

Suggested 28–30
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Senior management committees  
and their roles

Suggested 128–133

Corporate and operational plans  
and associated performance  
reporting and review

Suggested 40,  
114–115, 

124

Internal audit arrangements including 
approach adopted to identifying areas of 
significant financial or operational risk and 
arrangements to manage those risks

Suggested 129 

Policy and practices on the establishment 
and maintenance of appropriate ethical 
standards

Suggested 139

How nature and amount of remuneration  
for SES officers is determined

Suggested 162

External Scrutiny

Significant developments in  
external scrutiny

Mandatory 134–135

Judicial decisions and decisions of 
administrative tribunals and by the 
Australian Information Commissioner

Mandatory 135–136

Reports by the Auditor-General, 
a Parliamentary Committee, the 
Commonwealth Ombudsman or  
an agency capability review

Mandatory 139

Management of Human Resources

Assessment of effectiveness in managing 
and developing human resources to 
achieve departmental objectives

Mandatory 165

Workforce planning, staff retention  
and turnover

Suggested 160–161

Impact and features of enterprise or 
collective agreements, individual flexibility 
arrangements (IFAs), determinations, 
common law contracts and Australian 
Workplace Agreements (AWAs)

Suggested 161

Training and development undertaken  
and its impact

Suggested 18, 21

Work health and safety performance Suggested 166

Productivity gains Suggested 20, 172

Statistics on staffing Mandatory 155–161

Statistics on employees who  
identify as Indigenous

Mandatory 156, 158, 
162
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Part of 
Report Description Requirement Location

Enterprise or collective agreements,  
IFAs, determinations, common law 
contracts and AWAs

Mandatory 161

Performance pay Mandatory 163–164

Assets 
management

Assessment of effectiveness  
of assets management 

If applicable, 
mandatory

152

Purchasing Assessment of purchasing against  
core policies and principles

Mandatory 153

Consultants The annual report must include a summary 
statement detailing the number of new 
consultancy services contracts let during 
the year; the total actual expenditure on 
all new consultancy contracts let during 
the year (inclusive of GST); the number of 
ongoing consultancy contracts that were 
active in the reporting year; and the total 
actual expenditure in the reporting year 
on the ongoing consultancy contracts 
(inclusive of GST). The annual report must 
include a statement noting that information 
on contracts and consultancies is available 
through the AusTender website.

Mandatory 154

Australian 
National 
Audit Office 
Access 
Clauses

Absence of provisions in contracts allowing 
access by the Auditor-General

Mandatory 154

Exempt 
contracts

Contracts exempted from publication  
in AusTender

Mandatory 154

Small 
business

Procurement initiatives to support  
small business

Mandatory 153

Financial 
Statements

Financial Statements Mandatory 172–248
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Other Mandatory Information

Work health and safety (Schedule 2, Part 4 
of the Work Health and Safety Act 2011)

Mandatory 166–167

Advertising and Market Research (Section 
311A of the Commonwealth Electoral 
Act 1918) and statement on advertising 
campaigns

Mandatory 266–267

Ecologically sustainable development 
and environmental performance (Section 
516A of the Environment Protection and 
Biodiversity Conservation Act 1999)

Mandatory 254–262

Compliance with the agency’s obligations 
under the Carer Recognition Act 2010

If applicable, 
mandatory

156–157

Grant programmes Mandatory 154

Disability reporting – explicit and transparent 
reference to agency level information 
available through other reporting 
mechanisms

Mandatory 156–157

Information Publication Scheme statement Mandatory 263

Correction of material errors  
in previous annual report

If applicable, 
mandatory

269

Agency Resource Statements  
and Resources for Outcomes 

Mandatory 252–253

List of Requirements Mandatory 277–281
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A
abbreviations, 272–274

accountability, 134

accountability and performance reporting, 115

acronyms, 272–274

activity summary, weekly, 14–15

ACV Ashmore Guardian, 194

ACV Ocean Protector, 50

ACV Thaiyak, 49, 194

ACV Triton, 49, 194

administered revenue, 174–175

Administrative Appeals Tribunal, 27, 135–137, 
149

ADV Ocean Shield, 20, 50, 172, 194

Advanced Passenger Processing, 17, 18

advertising, 266–267

aerial and satellite surveillance, 268

Agency Multicultural Plan 2013–15, 169

agency resource statement, 252

air cargo, 17–18

air cargo examinations, 119

air passengers, 18

airport security, 19, 83

airports, international services, 77

amphetamine-type stimulants (ATS), 18, 64

Asian Cup, 76

asset management, 152

ATS (amphetamine-type stimulants), 18, 64

Audit and Risk Committee, 129, 268

Auditor-General access, 154

Auditor-General’s reports, 139

auditor’s report, 176–177

Augmented Multi-Agency Task Force, 54

Australia–Indonesia Civil Maritime Enforcement 
and Security Partnership, 101

Australian Border Force

aim, 118

legislative authority, 148

recruitment for, 107

role and responsibilities, 16–17, 22, 27

Australian Border Force Act 2015, 148, 264

Australian Border Force College, 21, 49–50

Australian Border Force Commissioner, 148

Australian Crime Commission Board, 132

Australian Fisheries Management Authority, 
54–55

Australian Government Department of 
Immigration and Border Protection, 22

see also integration of ACBPS and DIBP

Australian Government Department of Trade 
and Customs, 35

Australian Information Commissioner, 134

Australian workplace agreements, 161

B
Bay Class patrol vessels, 51

Bilateral with Department of Foreign Affairs  
and Trade, 133

Bilateral with Department of Infrastructure  
and Regional Development, 133

Blueprint for Reform 2013–2018, 144, 160

Border Enforcement programme see 
Programme 1.1: Border Enforcement

Border Five meeting, 100
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Border Management Group, 132

Border Management programme see 
Programme 1.2: Border Management

Border Protection Command, 26, 49

maritime security, 54–55

border revenue collection see Programme 1.3: 
Border Revenue Collection

Border Security Workshops, 101

Brophy, Ellen, 102–103

bullying and harassment awareness, 166

Burma, 99

Butterfly, Ryan, 52–53

C
capability plan, 114

Cape Class patrol vessels, 20, 49, 139, 152, 
194, 268

career management, 107, 160

cargo screening, 119, 122, 268

cargo volumes, 17–18

Cash, Senator the Hon Michaelia, 27

Chief Executive Officer’s review, 16–21

China: return of cultural heritage item, 82

Christmas Island, 125

Chuan Hong case, 58–59

client service charter, 140–141

Client Services Decision Support Review, 23

Coastwatch operations, 37

Cocos (Keeling) Islands, 125

Comcare claim data, 167

Comcare notifications, 167–168

Comcover Risk Management Benchmarking 
Survey, 129

commercial property management, 124

Commission for the Conservation of Antarctic 

Marine Living Resources, 54

committees, 128–129

common law contracts, 162

Commonwealth Ombudsman, 134, 138

complaints, 140–141

compliance index, 277–281

compliments, 140–141

Comprehensive Growth Strategy: Australia, 76

consultants, 154

contact details, 2

contracts, 139, 153, 154

correction of errors in 2013–14 annual report, 
269

Cotterill, Judy, 80–81

Counter-Terrorism Legislation Amendment 
(Foreign Fighters) Act 2014, 82

Counter-Terrorism Unit teams, 17, 20, 83

counterfeit goods, 79

Cricket World Cup, 76

cross-programme strategies, 33

Cross-Programme Strategy One, 98–105

Cross-Programme Strategy Two, 106–117

Cross-Programme Strategy Three, 118–123

Cross-Programme Strategy Four, 124–125

crystallised methamphetamine (ice), 18, 64, 
105

cultural heritage items, 82

Customs Administration Act 1985, 264

Customs Amendment Act 2015, 143

Customs and Other Legislation Amendment 
(Australian Border Force) Act 2015, 148

Customs and Other Legislation Amendment 
(Australian Border Force) Regulation 2015, 
148

customs clearances, 14

Customs (International Obligations) Regulation 
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2015, 148

Customs Regulation 2015, 148

Customs Regulations 1926, 77, 148

D
data warehousing technologies, 124–125

D’Costa, Leonard, 116–117

detector dogs, 14, 36

detention powers of ACBPS officers, 82

Disability Advisory Committee, 157

Djokic, Heidi, 120–121

drugs and precursors, 15, 18, 64–69, 105

psychoactive substances, 77–78

Dutton MP, the Hon Peter, 27

E
eBorderForce, 119

ecstasy (MDMA), 18, 64, 105

employment agreements, 161–162

energy use, 256–258, 261

environmental goals, 259–260

Environmental Management System, 255

environmental performance, 254–262

environmentally regulated goods, 82

Executive Committee, 128

exempt contracts, 154

Exercise Blue Horizon, 54

expenditure, 172–173

external consultation, 132–134

external scrutiny, 134–137

F
Fees Review, 95–96

financial performance, 20

administered revenue, 174–175

agency resource statement, 252

auditor’s report, 176–177

financial and staffing resources summary, 41

financial statements, 172–173, 179–187

legal expenditure, 149–151
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Organised Crime in Australia 2015 is the Australian Crime 
Commission’s biennial public report that delivers a current picture of 
the serious and organised crime environment in Australia. It outlines 
the existing and emerging organised crime threats impacting the 
Australian community and national interests. 

 
Serious and organised crime is growing in sophistication and constantly adopting new 
and advanced technologies to undertake illegal activities. It exploits the internet and 
other technologies to target the community through activities such as online scams, 
cybercrime and the theft of personal identity information stored electronically. It is 
expanding its reach globally and injecting itself into new markets—both legitimate and 
illegitimate—in order to increase its opportunities to generate illicit wealth. It works to 
conceal unlawfully derived profits, seeking to intermingle those funds with legitimately 
earned money. 

These activities significantly affect the wellbeing of families and communities across 
Australia. Serious and organised crime diverts funds out of the legitimate economy and 
undermines the profitability of lawful businesses. It removes large amounts of money 
from the Australian economy that could otherwise be used to fund services, roads, 
hospitals and schools. This money is instead lining the pockets of criminals. 

The presence of organised crime and its impact on the community is pervasive and 
law enforcement and partners are working together to ensure our activities are well 
coordinated and cohesive. 

CEO FOREWORD 
MR CHRIS DAWSON APM
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The Australian Crime Commission’s work is critical in determining how Australia 
responds to the threat of serious and organised crime. We work across borders to 
discover, understand and respond to the highest risk serious and organised crime 
threats. 

 � We proactively discover new and emerging threats and fill the gaps in our 
intelligence. 

 � We maintain a national intelligence picture on current and emerging threats, 
supported by our partners, to understand the organised crime environment and its 
impact on the community. We use this intelligence to inform our responses to serious 
and organised crime.

 � We respond to the serious and organised crime threat by disrupting, disabling and 
dismantling criminal enterprises through effective enforcement, regulation, policy 
and legislation. 

Our priority is to reduce the impact of serious and organised crime on the community, 
by making it harder for criminals to operate in Australia and by eliminating vulnerabilities 
that organised criminals seek to exploit. 

This report aims to inform the Australian community of the current and emerging 
organised crime threats that may directly or indirectly impact our nation. Members of 
the community are encouraged to report suspicious activities that could be linked to 
serious and organised crime by contacting their local police or by calling Crime Stoppers. 

As serious and organised crime impacts all of us, it is important that we work together 
to discover, understand and respond to the threats of most harm to Australians and our 
national interests. 

Chris Dawson APM 
Chief Executive Officer 
Australian Crime Commission 
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INTRODUCTION
What does organised crime look like?
The term ‘organised crime’ often conjures up stereotypical images—whether they 
be of the Mafia-type brotherhoods controlling large-scale crime rackets such as drug 
trafficking and money laundering, or of highly visible outlaw motorcycle gangs. In 
Australia, these depictions are still highly relevant, but there is also a less visible face of 
organised crime, which can be camouflaged within the community and harder to detect. 
For example, fraudulent investment schemes may be accompanied by glossy brochures, 
seminars or webinars and be promoted through slick websites, making them appear to 
be legitimate, even to the most financially literate members of the community. Many 
serious and organised crime groups present and operate as authentic businesses.

Advancing technologies and the online environment have presented new opportunities 
for organised crime to take advantage of our society’s reliance on the Internet and 
automation. Cybercrime acts against individuals, businesses and governments, can be 
conducted from anywhere around the world, and can be easily carried out by individuals, 
organised crime groups or nation states. Defending the Internet against civilian and 
military intruders is now a high-priority global security problem. In November 2014, 
the Director of the United States National Security Agency told the House Intelligence 
Committee that some nation states had allegedly infiltrated the computers of critical 
industries (such as the electricity grid) to steal information and gather intelligence 
that could be used in the planning of an attack or to further advance malicious acts or 
interests, and warned of the ongoing risk of organised crime groups acting as proxies for 
nation states.
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Organised crime groups involved in international drug trafficking are diversifying. 
No longer trading in one drug or commodity, some groups have begun trafficking 
in a number of commodities, including multiple drug types in the same shipment. 
Cooperation between organised crime groups is becoming more apparent, as is the 
intertwining of different types of criminal activities being undertaken by some organised 
crime groups.

Of particular significance in 2015 is the continuing threat of terrorism. The problem 
of Australians going abroad to fight is an emerging area of complexity for this country. 
As counter-terrorism efforts throughout Australia are enhanced, the linkages between 
terrorism and the broader organised crime and volume crime environments are being 
identified. These linkages include, but are not limited to, Australians who finance 
terrorist activities, Australians who leave Australia to support terrorist causes, and who 
may return to Australia with the intent of inflicting harm on the Australian community, 
or may be recruited by organised crime groups seeking the specialist skill sets they 
developed in foreign conflicts. 
 

What are the key characteristics of organised crime?
In the current Australian environment, serious and organised crime is exploiting three 
key capabilities in particular:

1. The ability to conceal criminal activity by integrating into legitimate markets 
Serious and organised crime has become interwoven with our economic, social 
and political environments. Although organised crime has continued to operate 
in traditional illicit markets, such as the illicit drug markets, it has been innovative 
in infiltrating legitimate industries to yield and launder significant criminal profits. 
In some instances, organised crime has sought to infiltrate specific industries to 
further its own activities, for example by setting up businesses within the transport, 
resources or investment sectors.

2. Technology and online capabilities 
The uptake of new technologies by serious and organised crime reflects the adoption 
of these technologies by the general public. Serious and organised criminals have 
proven themselves adept at identifying and exploiting new and emerging technologies 
to facilitate their crime, to expand their reach, and to provide them with the 
anonymity and distance from their crime which makes it difficult for law enforcement 
to detect and identify them.

 The ability to harness new and emerging technology to criminal ends is so 
fundamental to the success of high-level serious and organised crime entities that 
many employ specialists ‘in-house’, or contract their technology requirements to 
other groups who specialise in the provision of illicit technology services, or simply 
purchase ready-made malicious software to conduct criminal activity.

7
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3. The globalisation of organised crime 
Serious and organised crime is necessarily transnational and global in nature. 
Although individuals and groups involved in serious and organised crime will always 
vary in their capabilities, geographical reach and sophistication, there are groups, 
networks and individuals operating at an ‘elite’ criminal level and targeting illicit 
markets in a number of countries simultaneously. They are highly networked, 
highly professional and extremely well funded, and they operate with high-level 
specialist advice—including legal and financial advice—that allows them either to 
evade detection or to operate within the gaps in legislative and regulatory regimes 
internationally.

 Transnational organised crime groups have the ability to adapt to market 
requirements and demands. They have capitalised on the high level of demand in 
Australia for methylamphetamine (particularly crystal methylamphetamine, or ‘ice’). 
In the recent past, the methylamphetamine market has been dominated by domestic 
production. Significant production is still occurring domestically, but there has 
recently been a sharp increase in detections of methylamphetamine at the Australian 
border, suggesting that transnational organised crime groups have identified a gap in 
the market which they can fill.

How does organised crime affect us?
Organised crime affects the community in a number ways—for example, there is a 
financial cost to governments in identifying, investigating, prosecuting and preventing 
it, and it can harm the national economy by pushing out legitimate business or eroding 
public confidence in the banking, finance or investment sectors.

Serious and organised crime also causes harms to the community that cannot be 
measured by a dollar value. For example, those affected by illicit drug use and their 
families may suffer severe physical and emotional anguish, and those who have lost their 
life savings to fraud may suffer not just financially but also psychologically from their loss. 
Organised revenue and taxation fraud, including the use of complex business structures 
and phoenixing,1 deprives government of the funds needed to provide essential services 
such as hospitals, schools, roads and public transport.

In many cases, Australians are exposed to organised crime through the Internet. 
Cybercrime, predominantly the criminal use of malware, can target individuals and 
businesses, compromising their computer systems to steal data, or encrypting it and 
holding it to ransom. Individuals can have their banking credentials or their identity 
details stolen online and fraudulently used by a criminal, and Australians are falling 
victim to many online frauds, including ‘online romance scams’, with some people 
handing over up to A$100,000 to fake love interests.

1 Phoenixing occurs when a company goes into liquidation, leaving its debts behind, while the assets are shifted to a 
new entity that begins trading again, often under a similar name.

8
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In late November 2014, the Australian Cybercrime Online Reporting Network (ACORN) 
was launched, allowing members of the public and small to medium businesses to 
report cases of cybercrime. It also provides the public with educational resources 
on how to detect cybercrime and avoid falling victim to increasingly sophisticated 
cybercrime methods. In the first quarter of 2015, more than A$234 million of financial 
loss was reported via the ACORN.2 This figure is based on values nominated by victims 
of cybercrime regarding the loss of data, money, goods and the compromise of personal 
information. Forty-one per cent of loss reported in the first quarter of 2015 resulted 
from online scams or fraud.

How are we responding?
Law enforcement and governments are actively responding to the threats posed by 
organised crime. Collaboration between government agencies, as well as with the 
private sector, is continually strengthening this response through new initiatives and 
improved relationships and information sharing.

The National Organised Crime Response Plan 2015–2018 (the Response Plan) aims to 
enhance current strategies in place as a result of the National Organised Crime Response 
Plan 2010–13, as well as complementing other existing strategies—such as the National 
Plan to Combat Cybercrime and the National Identity Security Strategy—to harden 
Australia’s environment against organised crime.

The Response Plan provides a national platform to progress practical initiatives targeting 
the current key threats, where jurisdictions consider that national action can achieve 
maximum benefit. To meet the evolving and increasingly complex threat posed by 
serious and organised crime, our response requires a coordinated national approach that 
harnesses collective resources, capabilities, expertise and knowledge.

Effectively combating serious and organised crime will be dependent on law 
enforcement’s ability to operate in an increasingly interconnected and globalised 
financial environment, facilitated by the digital economy and international trade. This is a 
challenge faced by all nation states.

New international partnerships and information-sharing initiatives, such as the Five 
Eyes Law Enforcement Group,3 will facilitate targeted international law enforcement 
responses, innovative policy and legislative reform. Australia’s participation in 
international information-exchange forums will help improve our ability to discover, 
understand and respond to transnational serious and organised crime, including 
cybercrime, over the long term.

Ensuring strong border controls is a key factor in limiting the impact of organised crime 
in Australia. The National Border Targeting Centre (NBTC), established in 2013, brings 
together key law enforcement, border security and government policy bodies to develop 
more proactive, informed risk assessment responses to border threats to Australia. The 
NBTC enables increased domestic information sharing and also incorporates intelligence 
from international partner agencies.

2 As these figures are self-reported, their accuracy has not been verified by law enforcement agencies at this time.
3 The Australian Crime Commission and the Australian Federal Police are the Australian representative members of the 

Five Eyes Law Enforcement Group which coordinates intelligence agencies from Australia, New Zealand, the United 
Kingdom, the United States and Canada.
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Further, the increasingly complex nature of the serious and organised crime business 
model requires effective partnerships between law enforcement and industry to achieve 
holistic targeting of organised crime activities in Australia. Joint agency task forces 
that target the exploitation of alternative remittance services by organised crime—for 
example, the Eligo National Task Force—work closely with industry participants to 
identify criminal elements exploiting their industry and collaboratively devise strategies 
to help prevent such exploitation.

Preventative partnerships are also crucial. The Australian Cyber Security Centre 
(ACSC) unites cyber security capabilities from across the Australian Government into 
a collaborative hub to share information between member agencies and the private 
and public sectors to combat cyber-security threats. The ACSC also houses CERT 
Australia,4 which deals with large business and government cyber-security incidents. 
Small businesses and the public are able to report incidents through the ACORN, which 
has a convenient online reporting system. The information collected by the ACORN 
and the ACSC (and its integrated assessment agencies) provides the government with 
a contemporary understanding of the changing cyber-security landscape and how to 
harden the environment to protect Australia.

The criminal activities of gangs, particularly outlaw motorcycle gangs (OMCGs), 
consistently attract public attention. The Australian Gangs Intelligence Coordination 
Centre (AGICC) brings together law enforcement, border security and government 
departments with the aim of delivering operational intelligence, strategic intelligence, 
and disruption and prevention strategies. This helps to build a better understanding of 
the gang environment in Australia and inform appropriate response options. The AGICC 
also delivers a dedicated intelligence collection capability for the Australian Federal 
Police (AFP)-led National Anti-Gangs Squad.5

Engagement with the public is crucial to success in combating organised crime; without 
the help of the public in identifying and reporting suspected criminal activity, the 
environment will never be completely hardened against it.

4 CERT Australia is the national Computer Emergency Response Team.
5 The National Anti-Gangs Squad is operational in New South Wales, Victoria, Queensland and Western Australia.
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ENABLER ACTIVITIES
The Australian Crime Commission has identified six illicit activities as being ‘key enablers’ 
for organised crime. Those activities are:

 � Money laundering

 � Cybercrime and technology-enabled crime

 � Identity crime

 � Criminal exploitation of business structures

 � Public sector corruption

 � Violence.

These activities are classified as ‘enablers’ because they each have unique roles in 
enabling or facilitating organised crime, but are not an end in themselves—that is, 
money laundering would not be necessary if the crime from which illicit profit had 
been made had not been committed, necessitating concealment of the proceeds of 
that crime. Similarly, the theft of identity documents would pose little threat if those 
documents were not intended to be used to commit offences.

Activities such as money laundering, identity crime, corruption and violence contribute 
to the effectiveness of other types of organised crime. Although not all of the enablers 
are present in every illicit market, enablers can work in unison, with any one organised 
crime group using several enablers at once. Corruption can be used to facilitate, or to 
hide, the use of other enablers.

Importantly, enablers are also unique in that any impacts of law enforcement, regulatory, 
legislative or policy activity that are felt within the enabling activities—such as closing 
loopholes in financial reporting systems to inhibit money laundering—have the potential 
to resonate through all of the illicit markets in which those enabling activities are 
present. For example, should law enforcement capability to identify, trace and prosecute 
cybercrime and technology-enabled crime be enhanced, all of those markets that rely on 
technology to perpetrate crime would be significantly affected.
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Money laundering
Introduction
Money laundering is an intrinsic enabler of serious and organised crime. Organised 
crime groups rely on it as a way of legitimising or hiding the proceeds of their criminal 
activities. Money laundering is carried out at all levels of sophistication by most, if not 
all, organised crime groups.

Money laundering diminishes tax revenue, weakens government control over the 
economy, and can undermine the integrity of Australia’s financial system and other 
industry sectors.6

As a result of concerted law enforcement attention being focused on money laundering 
in Australia, much has recently been learned about the way in which the proceeds 
from the importation and sale of illicit commodities are laundered out of, and within, 
Australia. For example, intelligence arising from the investigations carried out by the 
Eligo National Task Force has revealed that money laundering associated with the 
proceeds of crime derived from illicit commodities markets in Australia is increasingly 
carried out with the assistance of professional advisers and specialist globalised money 
laundering networks (see the case study on page 13).

Current situation
For organised crime operating in Australia, money laundering is increasingly a 
transnational enterprise, with the proceeds of crime generated in Australia typically 
being put through an international money laundering cycle. The complex transnational 
nature of money laundering has led organised crime to more often employ the services 
of professional money laundering syndicates.

Unlike the proceeds from the trafficking and sale of illicit commodities—which are often 
realised in the form of cash—the profits generated by financial crime are likely to be 
already placed7 in a financial system or market, making it easier to electronically transfer 
these funds quickly around the world through a complex series of accounts designed to 
conceal beneficial ownership.

In the case of the proceeds of financial crime, the illicit funds are likely to be ‘washed’ 
by means of a complex series of funds transfers through multiple jurisdictions. These 
transfers are likely to include structured funds transactions, complex business structures 
and Alternative Banking Services.8

6 Australian Transaction Reports and Analysis Centre 2011, Money laundering in Australia, AUSTRAC, Sydney.
7 The money laundering cycle typically consists of three stages: placement, layering and integration. Placement occurs 

when illicit funds or assets are introduced into the formal financial system. Layering involves moving, dispersing or 
disguising illegal funds or assets to conceal their true origin. Integration refers to the movement of illicit funds back 
into the legitimate economy.

8 An Alternative Banking Service includes an online banking interface, which sits above and coordinates one or multiple 
bank accounts, supported by company structures, in various international locations.
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CASE STUDY 
ELIGO NATIONAL TASK FORCE

The Eligo National Task Force was established by the Australian Crime Commission (ACC) Board 
in December 2012 to take coordinated collective action against high risk alternative remittance 
and informal value transfer systems1 being used by serious and organised crime to reduce their 
adverse impact on Australia. The Task Force combines the capabilities of the ACC, the Australian 
Federal Police, the Australian Transaction Reports and Analysis Centre, state and territory law 
enforcement and overseas law enforcement partners.

The Eligo National Task Force has yielded significant insights into the way in which the proceeds 
from the trafficking and sale of illicit commodities are laundered, particularly by discovering new 
methods of laundering proceeds of crime. As well as increasing our knowledge of money laundering 
processes, the Task Force has also gained a significant understanding of how alternative remittance 
systems work in different cultures and countries.

The interconnectedness of money laundering networks and the variety of laundering 
methodologies that have been identified demonstrate a truly organised and global system of 
criminal business.

Examples of international money laundering methodologies identified by the Eligo National Task Force 
investigations are informal value transfer systems, trade-based money laundering2 and structuring.

A significant money laundering modus operandi that has been identified in Eligo investigations 
is the use of offshore money laundering superfacilitators. Intelligence has shown that some 
criminal groups using alternative remittance services have their laundering activities coordinated 
by offshore money laundering superfacilitators or controllers, who direct the activities of ‘cash 
collectors’ in multiple countries, including Australia. These cash collectors are used to place 
money into the alternative remittance system, where offshore superfacilitators will manage the 
money laundering process (see Figure 1).

Since its commencement, the Eligo National Task Force has undertaken significant operational 
activity, culminating in the disruption of several global money laundering and drug networks.  
In conjunction with partner agencies, Task Force investigations to date3 have resulted in: 

 � A$65.9 million in cash seized

 � A$925.7 million in estimated street value of drugs and precursors seized

 � 289 persons arrested on 673 charges

 � A$46 million in assets restrained

 � 52 serious and organised criminal networks or groups disrupted

 � 284 new targets identified that were previously unknown to law enforcement.

Prevention is also a focus of the Task Force, which will aim to harden the alternative remittance 
services sector against exploitation by organised crime. The Task Force is working with industry to 
identify areas of vulnerability and drive initiatives aimed at preventing further such exploitation. 

1 Informal value transfer systems are global networks for financial transactions that involve transferring the value of 
currency without necessarily physically relocating it.  For further information, please refer to the ACC website: https://
www.crimecommission.gov.au/sites/default/files/IVTS%20D6.pdf 

2 Trade-based money laundering allows organised crime groups to move funds by disguising it as legitimate trade. 
For further information, please refer to the ACC website: https://www.crimecommission.gov.au/sites/default/files/
Trade%20Based%20D5.pdf

3 As at 31 March 2015.
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Money Laundering:
 

The basic motivation behind most crime is to make money. If 
criminals want to use that money it needs to appear to have 
come from legitimate sources. This means they need to ‘clean’ 
or ‘launder’ it. There is no single method of laundering money. 
Money launderers have shown themselves to be imaginative, 
and utilise a variety of methods to get around counter-measures 
designed to identify and stop this activity.

Figure 1: A money laundering methodology identified in Eligo National Task Force investigations

Current situation (continued)
The Eligo National Task Force has identified the increasing use of professional money 
laundering syndicates by serious and organised crime groups, primarily those involved 
in trafficking illicit drugs. However, those involved in serious and organised financial 
crime probably possess, or have access to, sufficient expertise to support laundering the 
proceeds of their crimes independently of professional money laundering syndicates.

Globalisation and technology have led to the development of a financial system that 
permits the rapid transfer of value around the world, with those responsible for the 
movement of the funds able to orchestrate transfers with relative anonymity from 
behind a computer screen.

Money laundering is carried out through a diverse range of financial markets and by a 
variety of methods. Some examples of how organised crime can exploit financial markets 
and/or methodologies to launder the proceeds of crime are:

 � The securities or share market is attractive for money laundering as it offers a diverse 
and complex suite of investment vehicles across domestic and international markets. 
The securities market can afford investors a high level of anonymity, particularly 
when trading through professional brokers. The reporting of suspicious financial 
transactions in the securities market remains relatively low.

14
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 � Foreign exchange trading—or ‘forex’ trading—involves the swapping or trading 
of one currency for another, with a profit or loss being made when one currency 
increases or decreases in value. Foreign exchange trading is likely to be attractive to 
those engaged in money laundering as such markets are highly liquid and operate 
internationally, enabling high levels of anonymity.

 � Virtual currencies, such as Bitcoin, continue to be used as a means of transferring 
value online and without reliance on any financial institutions to facilitate the 
transaction.

 � Complex offshore and third-party business structures are used to disguise wealth and 
inhibit law enforcement and regulatory bodies in the collection of evidence of illicit 
activities.

 � Professional facilitators perform a key role in money laundering associated with 
sophisticated financial crime. Serious and organised crime entities often require the 
services of a range of professionals to advise on, establish and, in some instances, 
administer complex financial and corporate structures that have been set up to 
launder proceeds of crime.

 � Investment in high-value commodities—such as real estate, precious stones, art, 
antiques and gold—can be used by organised crime entities to place and integrate 
illicit funds into the legitimate economy. For example, organised crime can invest 
in Australia’s real-estate sector, with the investments subsequently sold and the 
proceeds from the sale integrated into the formal banking system.

Serious and organised crime groups are increasingly employing financial technology 
platforms to advance their criminal activities. These Alternative Banking Services may 
be used for large-scale frauds and avoidance of taxation obligations. They require a high 
degree of financial acumen to establish and manage, in order to successfully disguise 
funds transfers outside the regulated environment. The ability of those involved in serious 
and organised crime to launder money allows for re-investment of the proceeds of crime, 
and therefore the perpetuation of criminal enterprise. Money laundering activities also 
have the potential to cause reputational damage to financial institutions or, in more 
severe scenarios, to undermine the soundness and stability of financial institutions and 
systems, discourage foreign investment, distort international capital flows and damage 
diplomatic relations. A government’s inability to inhibit the laundering of illicit funds may 
lead to a perception that it is legislatively or administratively ineffectual. Such reputational 
damage can discourage investment, as corporations and foreign governments seek to 
distance themselves from nation states ‘tainted’ by money laundering.

Further harm may be caused by the methods that are used to launder money. The 
primary goal of money laundering is to give illicit money the appearance of legitimacy. 
Consequently, funds are likely to be invested not on the basis of likely returns, but in 
businesses or schemes that provide the greatest chance of concealing the origins of the 
money. This can erode the ‘level playing field’ on which legitimate businesses compete, 
distort markets and enhance the economic power of organised crime.
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Cybercrime and technology-enabled crime
Introduction
The threat to Australia from cybercrime and technology-enabled crime perpetrated by 
international and domestic organised crime groups is significant. Technology, computers 
and the Internet are now integral parts of everyday life, used for purposes such as 
Internet banking, online shopping, email and communication through social media. 
Organised crime has identified and seized the opportunity to exploit for financial gain 
Australians’ use of digital systems and the Internet. There are a diverse range of devices 
that can be exploited by criminal actors, including computers, mobile phones and point 
of sale (POS) systems. Potential victims include government, critical infrastructure 
agencies, industry, businesses and the public.

The 2013 Norton Report estimates that cybercrime affected five million Australians 
in the previous 12 months and cost Australians A$1.06 billion.9 This is likely to be 
an underestimation, as it is only based on adult individuals affected and does not 
consider the cost to industry and government. It has been reported that the most costly 
cybercrimes affecting Australian companies are those caused by malware, distributed 
denial of service and malicious insiders.10 As mentioned in the introductory chapter of 
this document, more than A$234 million worth of financial loss was self-reported by 
victims of cybercrime to the Australian Cybercrime Online Reporting Network (ACORN) 
in the first quarter of 2015.11 If similar figures continue to be reported each period, this 
would equate to A$936 million over one year. It is important to note that this estimate 
would only account for losses affecting members of the public and small to medium 
businesses.

Current situation
In Australia, cybercrime and technology-enabled crime refers to criminal acts involving 
the use of computers or other information and communications technology (ICT), or 
targeted against computers or other ICT. The term ‘cybercrime and technology-enabled 
crime’ is defined as:

 � Crimes directed at computing or other ICT, such as unauthorised access to, 
modification of or impairment of electronic communications or data. The 
international community refers to this as pure cybercrime.

 � Crimes in which computers or ICT are an integral part of the offence, such as online 
fraud, online identity theft and the online distribution of child exploitation material. 
The international community refers to this as facilitated cybercrime.

9 Symantec 2013, ‘2013 Norton Report: Total cost of cybercrime in Australia amounts to AU$1.06 billion’, media 
release, 13 October 2013, viewed 19 January 2015, <http://www.symantec.com/en/au/about/news/release/article.
jsp?prid=20131015_01>.

10 Ponemon Institute 2013, 2013 Cost of Cyber Crime Study: Australia, Ponemon Institute, Traverse City, Michigan, 
October 2013.

11 As these figures are self-reported, their accuracy has not been verified by law enforcement agencies at this time.
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Australia has a large and increasing number of Internet users, all of whom are potential 
victims of cybercrime. At the end of June 2014, in Australia there were more than 
12.4 million Internet subscribers and almost 20.6 million subscribers to mobile services 
with an Internet connection.12 Mobile devices are just as vulnerable to attack as 
traditional devices such as desktop computers and laptops; however, many mobile users 
do not give the same degree of consideration to the security of these devices as they do 
to computers. The 2013 Norton Report revealed that 57 per cent of Australian mobile 
device users were not aware of security options for mobile devices, leaving their devices 
susceptible to attack.13

Cybercrime committed against Australians is assessed to be largely carried out by 
individuals and organised crime groups based offshore. However, increasing awareness 
of, and access to, online criminal forums and marketplaces (often referred to as 
‘darknets’) is also enabling Australia-based criminal actors to share information and to 
trade illicit services and commodities internationally. Cybercrime toolsets, predominantly 
malicious software (‘malware’), are available for purchase and ongoing service support is 
provided. This widens access to a previously highly technical capability to any actor with 
an average proficiency and a criminal intent to pursue an illicit profit.

Some malware can operate without detection by anti-virus software. Malware is 
sophisticated, intelligent, versatile and available, and is affecting a broader range of 
targets and devices.14 The development of malware is maintaining pace with the modern 
technological environment, constantly evolving to counter new security mechanisms 
so that it maintains effectiveness. ZeroAccess is an example of a recent strain of highly 
resilient malware that has compromised a large number of Australian devices and 
continues as a persistent threat (see the case study on page 18).

Organised Crime in Australia 2013 reported on an increase in ‘ransomware’ campaigns 
against computers in Australia and around the world. There are variations on the 
ransomware campaign methodologies and themes. Some ransomware encrypts all 
files and will not allow access until a fee has been paid to decrypt them. Other types 
of ransomware disable user input, indicate that files have been encrypted and activate 
the webcam in an effort to convince the user that their system is under real-time 
surveillance. This is reinforced by an accompanying message (often purporting to be 
from a law enforcement or government agency) claiming that the computer had been 
used in illegal activity and demanding payment of a ‘fine’. These types of cybercrime 
campaigns have increasingly affected Australian systems over the last two years (see the 
case study on page 19).

12 Australian Bureau of Statistics 2013, Internet activity Australia, June 2014, Cat. no. 8153.0, ABS, Canberra, viewed 3 
October 2014, <http://www.abs.gov.au/ausstats/abs@.nsf/mf/8153.0/>.

13 Symantec 2013, ‘2013 Norton Report: Total cost of cybercrime in Australia amounts to AU$1.06 billion’, media 
release, 13 October 2013, viewed 19 January 2015, <http://www.symantec.com/en/au/about/news/release/article.
jsp?prid=20131015_01>.

14 Europol European Cybercrime Centre EC3 2014, The Internet Organised Crime Threat Assessment (iOCTA) 2014, 
viewed 27 November 2014, <https://www.europol.europa.eu/iocta/2014/>.
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CASE STUDY 
ZEROACCESS

Between October and December 2014, ‘ZeroAccess’ malware reportedly compromised an 
average of 4,000 Australian devices per day.1 The ZeroAccess botnet2 is a large collection of 
infected computers linked by peer-to-peer infrastructure3 being directed to carry out bitcoin 
mining4 and click fraud5 on victims’ computers.

ZeroAccess is highly commercialised and highly profitable malware with a ‘pay-per-install’ 
incentive that has contributed to its growth. The amount paid is based on the country in 
which the installation occurs, with installations on Australian computers earning US$75.6

ZeroAccess uses an advanced method of self-protection by disabling any security tool trying 
to detect and remove it.7 It also targets a diverse range of devices. It affected POS systems 
in 60 Pizza Hut stores in Australia over a 12-month period in 2014. Trade was halted for up 
to two hours per incident and, in some cases, stores were offline for an entire day because 
infected machines required re-imaging.8

Despite overseas law enforcement interdiction, ZeroAccess has proved resilient. In December 
2013, Europol, the Federal Bureau of Investigation and Microsoft worked together to disrupt 
the ZeroAccess botnet but reported that they were unable to completely disrupt it because 
of its complexity.9

ZeroAccess remains a high threat in Australia, being one of the malware types most 
commonly reported by Australian victims.10 Although its current functions are bitcoin mining 
and click fraud, it has the potential to be used for other types of cybercrime activity.

1 Australian Communications and Media Authority, AISI malware statistics, viewed 19 December 2014, <http://www.
acma.gov.au/Industry/Internet/e-Security/Australian-Internet-Security-Initiative/aisi-malware-statistics-1>.

2 A botnet is a large network of infected computers owned by individuals who are unaware that their computers are 
compromised. Botnets are controlled remotely by a command control (C2) server.

3 Peer-to-peer infrastructure is a network of computers, usually connected through the Internet, that enables 
propagation of communications among the peers, without the need for a central server.

4 Bitcoin mining is a legitimate activity and is integral to the bitcoin system. As bitcoin is not centrally controlled, mining 
is the process by which transactions are validated in the bitcoin blockchain. It involves using a computer to solve 
complex cryptographic algorithms that, when solved, close off a block in the chain, thus protecting it from being 
changed and reinforcing the legitimacy of transactions. When a ‘miner’ solves a problem, they are rewarded with 
bitcoin.

5 Click fraud abuses pay-per-click advertising to make money through fraudulent clicks. Pay-per-click advertising is a 
major industry, generating billions of dollars per year. A hosting website places an advertiser’s ad on their website and 
each time the ad is clicked the advertiser pays the hosting website. A cybercrime actor can make money if they can 
generate fraudulent clicks on an advertisement and are also the hosting website that receives payment.

6 Wyke, J 2012, Sophos Technical Paper: The ZeroAccess botnet—mining and fraud for massive financial gain, Sophos, 
September 2012, viewed 19 December 2014, <http://www.sophos.com/en-us/medialibrary/PDFs/technical%20
papers/Sophos_ZeroAccess_Botnet.pdf>.

7 McAfee for Business, Threat Intelligence: ZeroAccess.a, viewed 27 November 2014, <http://www.mcafee.com/threat-
intelligence/malware/default.aspx?id=562354>.

8 Vijay 2014, ‘Pizza Hut Australia point of sales hit with ZeroAccess rootkit malware for over a year’, Tech Worm, 10 
November 2014, viewed 19 December 2014, <http://www.techworm.net/2014/11/pizza-hut-australia-point-sales-hit-
zeroaccess-rootkit-malware-year.html>.

9 Kirk, J 2013, ‘ZeroAccess click-fraud botnet disrupted, but not dead yet’, Computer Security Online, 6 December 2013, 
viewed 19 December 2014, http://www.cso.com.au/article/533664/_zeroaccess_click-fraud_botnet_disrupted_dead_
yet/; Europol 2013, ‘Notorious botnet infecting 2 million computers disrupted’, media release, 5 December 2013, 
viewed 19 January 2015, <https://www.europol.europa.eu/content/notorious-botnet-infecting-2-million-computers-
disrupted-0>.

10 Australian Communications and Media Authority, AISI malware statistics, available at <http://www.acma.gov.au/
Industry/Internet/e-Security/Australian-Internet-Security-Initiative/aisi-malware-statistics-1>.
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CASE STUDY 
TORRENTLOCKER

First identified as a new variant of malware in February 2014, TorrentLocker is designed 
to avoid known virtual malware testing environments and to employ novel techniques 
to ensure that detection and evaluation are difficult.1 Once initiated, certified encryption 
protocols protect the malware files on the victim’s computer.2

During 2014, TorrentLocker was distributed by means of spam emails targeting  
13 countries but, as identified by the Australian Crime Commission (ACC), initially it 
only targeted Australia. The ransom message delivered to Australian computers listed 
the ransom fee in Australian dollars and required the victim to purchase bitcoins from 
specified Australian bitcoin websites and send the payment to the bitcoin address 
provided.3

As at December 2014, it was estimated that TorrentLocker had infected more than 
39,000 systems worldwide and that 570 of them (less than 2 per cent) had paid the 
ransom.4 It is estimated that the total ransom money paid to that date was worth 
between US$292,700 and US$585,401.5

TorrentLocker used the branding of a number of trusted and well-recognised Australian 
corporations. The misappropriation of business names and the counterfeiting of 
legitimate brands harm the reputation of these businesses, may destroy the loyalty of 
established customers and will cost businesses financially if they seek remediation. The 
onus is then on the affected business to expend time and resources in educating its 
customer base about scams that exploit its business identity. One prominent Australian 
corporate victim whose brand has been exploited by the ransomware infection campaign 
estimates that since mid-2014 its response to TorrentLocker has cost A$185,000. This 
response has included monitoring, takedown actions against malicious domains, and 
brand protection.

The ACC’s detailed understanding of the TorrentLocker malware resulted in the ACC 
proving that other allied countries were also being targeted by TorrentLocker, albeit not 
to the same extent as Australia.

1 Léveillé, MM 2014, ‘TorrentLocker ransomware in a country near you’, welivesecurity, December 2014, viewed 11 
February 2015, <www.welivesecurity.com/wp-content/uploads/2014/12/torrent_locker.pdf>.

2 ibid. 
3 Hummel, R 2014, ‘Analysis of “TorrentLocker”—a new strain of ransomware using components of CryptoLocker and 

CryptoWall’, iSIGHT Partners, 15 August 2014, viewed 11 February 2015, <http://www.isightpartners.com/2014/08/
analysis-torrentlocker-new-strain-malware-using-components-cryptolocker-cryptowall/>.

4 Léveillé, MM 2014, ‘TorrentLocker ransomware in a country near you’, welivesecurity, December 2014, viewed 11 
February 2015, <www.welivesecurity.com/wp-content/uploads/2014/12/torrent_locker.pdf>.

5 ibid. 
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The Internet is an integral part of our everyday lives, with our reliance on it continuing 
to grow. The automation of industry, government departments, businesses and banking 
presents risks from cybercrime at a systemic and individual level. The Office of the 
Australian Information Commissioner reports that the potential for personal information 
to be misused, lost or inappropriately accessed, modified and disclosed is increased 
by greater collection of personal information in the online environment and reliance 
on electronic and online records.15 Both businesses and government have a business 
requirement to collect and store customer information. However, this information is 
appealing to criminals and is at risk of exploitation for criminal deployment of malware, 
hacking and malicious insider exploitation. For example, in December 2014, an Australian 
hacker broke into an online travel insurance provider’s systems, stealing the personal 
details of about 770,000 customers.

Cybercrime motivated by political or other issues (colloquially known as ‘hacktivism’) 
continues to be detected around the world. In late 2014 and early 2015 there were a 
number of high-profile instances of issue-motivated cybercrime. These included the 
cybercrime acts against Sony Pictures, resulting in the release of employee personal 
information, emails and unreleased films, and cybercrime acts against the United States 
Central Command’s Twitter feed.

Identity crime
Introduction
Identity crime is a generic term that describes activities or offences in which a 
perpetrator steals a person’s identity or uses a fabricated, manipulated, stolen or 
otherwise assumed identity to facilitate the commission of a crime.16

Identity crime, though under-reported, is among the most prevalent crime types. An 
increased reliance on personal identity information (PII) in online services, along with the 
exploitation of technology by criminals, has seen identity crime become one of the most 
pervasive crime types in Australia.

Identity crime acts as an enabler of a wide range of other organised criminal activities, 
particularly the facilitation of financial crimes and money laundering, which can result in 
significant harm to individuals, business, the government and the economy.

15 Office of the Australian Information Commissioner 2015, Guide to securing personal information, January 2015, viewed 
22 January 2015, <http://www.oaic.gov.au/privacy/privacy-resources/privacy-guides/guide-to-information-security>.

16 Adapted from Australasian Centre for Policing Research 2006, Standardisation of definitions of identity crime terms: a 
step towards consistency, viewed 5 November 2013, <http://www.anzpaa.org.au/anzpire/acprpublications>.
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Current situation
A community survey conducted by the Australian Institute of Criminology in 201317 
found that 9.4 per cent of respondents reported having their personal information stolen 
or misused in the previous 12 months. Five per cent of respondents (equivalent to about 
1 million people throughout Australia) reported that they suffered financial losses as a 
result. This rate of victimisation is higher than for most other types of personal and theft-
related crimes.

A report published by the Attorney-General’s Department in 2014 estimated that the 
total economic impact of identity crime on Australia was at least A$1.6 billion per year.18 
The United Kingdom’s Fraud Prevention Service (known as CIFAS) has found that 49 per 
cent of all fraud was identity fraud and that over 60 per cent of all fraud involved some 
form of identity-related crime.19

However, accurate measurement of the full extent of identity crime offences, their 
impact and the extent to which serious and organised crime groups are involved is 
limited by a number of factors:

 � The cross-jurisdictional nature of identity crime creates difficulties in determining 
which jurisdiction an offence has been committed in. For example, PII could be 
stolen in one country and used to commit an offence in another. The difficulties are 
exacerbated by the increasing use of cloud computer storage, allowing businesses 
to outsource their information technology services and applications to a third party, 
which may be located interstate or offshore.

 � Identity crime–related legislation and its application vary across police jurisdictions. 
Identity-related crimes are often recorded and/or prosecuted using other types of 
offences such as fraud, particularly where these other offences attract higher penalties.

 � Identity crime–related incidents are not always reported. Victims may not be aware 
that their PII has been compromised, or may report the offence to their financial 
institution rather than the police.

 � At a corporate level, businesses may be reluctant to report losses from identity crime 
to avoid a loss of confidence in the business.

 � The impact of PII theft may not be evident for a number of years, as PII may be stored 
for future use. Consequently, law enforcement agencies may have trouble identifying 
the original source and the time of the breach.

 � Identity crime as an enabler provides key support to much broader criminal activities, 
such as money laundering and drug trafficking, meaning that the harm resulting from 
the identity-related crime component is difficult to measure.

17 Smith, RG & Hutchings, A 2014, Identity crime and misuse in Australia: results of the 2013 online survey, Australian 
Institute of Criminology Reports, Research and Public Policy Series no. 128, AIC, Canberra.

18 Attorney-General’s Department 2014, Identity crime and misuse in Australia: key findings from the National Identity 
Crime and Misuse Measurement Framework Pilot, AGD, Canberra.

19 CIFAS 2014, Fraudscape: depicting the UK’s fraud landscape, March 2014, viewed 20 February 2015, <https://www.
cifas.org.uk/research_and_reports>.
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Stolen or false identities can be used by criminals to perpetrate frauds and to establish 
business structures and companies through which to facilitate crimes such as money 
laundering. Identity crime has also been used to commit welfare, tax and other fraud 
against government agencies, to gain unauthorised access to sensitive information or 
facilities, to conceal other criminal activities such as drug trafficking and procuring child 
exploitation material, and even to facilitate the commission of terrorist acts.

Fraudulent identity credentials can be obtained for amounts ranging from about A$80 
for Medicare cards, A$350 for drivers licences, A$1,500 for a genuine Australian passport 
altered by a professional document forger, to as much as A$20,000-$30,000 for a 
legitimately issued passport with fraudulent identity details.20

These types of primary and secondary identity documents can then be used to support 
criminal activities such as credit card fraud, bank fraud and money laundering (see the 
case study on page 23).

Organised crime continues to adapt its identity crime methodologies to exploit 
technological changes. The use of wireless technology for credit card payments, or 
‘tap and go’, is enabling the reading of PII on various kinds of identity and credit cards. 
An industry survey found that over half of Australian adults use public or unsecured 
Wi-Fi, with a quarter of these people using it to shop online (27 per cent) or to access 
their bank accounts (25 per cent).21 As well, smartphones and related devices that send 
emails and access online social networking sites provide organised crime with a single, 
and often unsecured, avenue through which to target the PII of individuals. Those using 
poor security practices—such as providing personal information to unknown sources 
and using devices without adequate anti-virus software—are most likely to fall victim to 
these identity crime methodologies.

There is also a risk that organised crime may seek to corrupt or compromise individuals 
employed in sectors with access to large datasets of PII. Through these individuals, 
organised crime may be able to access PII for use in other criminal activities.22

Use of the Document Verification Service (DVS) by government agencies and private 
sector organisations is increasing and over time this could be expected to help reduce 
the use of fake or stolen identity documents in the community. The DVS enables 
organisations to verify information they are presented on identity documents against the 
records of the document issuing agency, in real time through a secure online system.

It is important that service delivery agencies undertake robust security and fraud risk 
assessments, in consultation with law enforcement and other relevant agencies, to help 
ensure that these risks can be managed effectively.

20 Attorney-General’s Department 2014, Identity crime and misuse in Australia: key findings from the National Identity 
Crime and Misuse Measurement Framework Pilot, AGD, Canberra.

21 Symantec 2013, 2013 Norton Report—country report: Australia, viewed 2 February 2015, <http://www.symantec.
com/content/en/us/about/presskits/b-norton-report-2013-australia.pdf>.

22 Attorney-General’s Department 2014, Identity crime and misuse in Australia: key findings from the National Identity 
Crime and Misuse Measurement Framework Pilot, AGD, Canberra.
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Although most identity crime against individuals involves relatively small financial losses, 
in some cases these losses can be very significant. Also, being a victim of identity crime 
can also involve significant non-financial impacts, including reputational damage as well 
as emotional and psychological harm.

Criminal exploitation of business structures
Introduction
The criminal exploitation of business structures involves both the use of unlawful business 
practices and the deliberate structuring of businesses for purposes including the following:

 � to conceal the criminal infiltration of an industry

 � to generate and/or conceal illicit profits

 � to gain an unfair advantage over competitors by expanding market share.

CASE STUDY 
SYDNEY-BASED IDENTITY FRAUD GROUP

In February 2015, a joint agency investigation codenamed Operation Mera,1 based in 
New South Wales (NSW), arrested four people in relation to their alleged involvement in 
a fraudulent identification manufacturing operation.

The group’s alleged activities were reported to have been first identified when the 
Australian Customs and Border Protection Service found 5,000 NSW drivers licence 
holograms concealed in a package imported from China.

Search warrants executed at a number of locations have reportedly seized ‘computer 
equipment, printers, card cutters, thousands of blank cards, holograms for licences and 
credit cards, electronic card templates, card readers, and fraudulent identity documents 
in various states of manufacture from both Australia and overseas’. As well, more than 
100 mobile phones, cash and false identity documents were also allegedly located.

1 New South Wales Police Force 2015, ‘Joint agency investigation shuts down fraudulent identity manufacturing 
operation’, media release, 26 February 2015, viewed 26 February 2015, <http://www.police.nsw.gov.au/news/latest_
releases?sq_content_src=%2BdXJsPWh0dHBzJTNBJTJGJTJGZWJpenByZC5wb2xpY2UubnN3Lmdvdi5hdSUyRm1lZGlhJTJ
GNDQ1OTEuaHRtbCZhbGw9MQ%3D%3D>.
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This may be through the exploitation of simple and complex business structures, through 
the practice of fraudulent phoenixing,23 and increasingly with the support of professional 
facilitators who have the expertise to navigate through complicated business practices 
and arrangements in order to conceal illegal activities and avoid detection.

The criminal exploitation of business structures by organised crime results in financial 
gains for criminals and financial losses to the Australian economy. It may also affect 
public confidence and the perceived legitimacy and validity of business and company 
regulatory processes and requirements.

Current situation

Simple business structures

The simplest form of business structure—the sole trader—makes up the highest 
proportion of registered businesses in Australia. This type of structure is predominantly 
used to operate businesses in cash-intensive industries, and these industries are 
attractive to organised crime because of the relatively untraceable nature of cash 
transactions and the opportunity to commingle illicit and legitimate funds. Organised 
crime groups can create multiple sole trader entities in order to facilitate tax evasion or 
money laundering activities.

Organised crime can also exploit business and company registration processes through 
the use of identity crime, fictitious names or the placement of ‘straw’ or nominee 
proprietors or company office holders. Law enforcement investigations have typically 
shown organised crime involved in operating ‘cash’ businesses.

Complex business structures

There is continued use of complex ownership and control structures, often involving 
separate entities from multiple jurisdictions, to effectively hide the ultimate beneficial 
ownership of the underlying entity and any asset holdings. Complex business structures, 
particularly trusts with international connections, are mainly used to commit large-scale 
revenue and taxation fraud and facilitate money laundering. Complex business structures 
are exploited by organised crime to facilitate circumvention of Anti-Money Laundering 
and Counter-Terrorism Financing Act 2006 reporting requirements, to establish complex 
business structures that create opacity of wealth, to set up offshore structures used to 
channel funds from Australia, or to hide wealth for the purposes of evading taxation.

Project Wickenby24 investigations uncovered the abuse of complex legal structures 
involving chains of company ownership, trusts and other corporate entities to hide the 
true ownership of funds for tax evasion purposes.

23 Phoenixing occurs when a company goes into liquidation, leaving its debts behind, while the assets are shifted to a 
new entity that begins trading again, often under a similar name.

24 Project Wickenby is a cross-agency task force designed to strengthen national law enforcement and Australian 
Taxation Office (ATO) compliance activities against taxation fraud. Led by the ATO, Project Wickenby includes the 
Australian Crime Commission, the Australian Federal Police, the Australian Securities and Investments Commission, 
the Attorney-General’s Department, the Australian Transaction Reports and Analysis Centre, the Australian 
Government Solicitor and the Commonwealth Director of Public Prosecutions.
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Also, transnational ‘cold-calling’ investment fraud activity25 is facilitated by the ease with 
which organised crime is able to develop sophisticated offshore business structures that 
effectively protect and insulate against law enforcement and regulatory identification 
and oversight.

Fraudulent ‘phoenix’ activity

Fraudulent ‘phoenix’ activity occurs when a company goes into liquidation, leaving its 
debts behind, while the assets are shifted to a new entity that begins trading again, often 
under a similar name. This deliberate practice is used to avoid paying the company’s 
creditors and its taxation liabilities to the Australian Taxation Office (ATO). The Fair Work 
Ombudsman released a research report in 2012, prepared by PricewaterhouseCoopers 
and titled Phoenix activity: sizing the problem and matching solutions,26 which estimated 
that the annual cost of fraudulent phoenix activity in Australia is between A$1.78 billion 
and A$3.19 billion. This figure represents a combination of unpaid wages and other 
employee entitlements, losses to businesses in the form of unpaid debts and non-
provision of services, and loss of government revenues.

Intelligence shows that fraudulent phoenix activity typically occurs in the small business 
sector (companies with fewer than 20 employees). Those industries in which phoenixing 
most commonly occurs include labour hire, cleaning, security, building and construction 
(particularly property development), manufacturing and retail (see the case study on 
page 26). A common methodology used to facilitate this activity is to register companies 
using non-existent directors or third-party/nominee directors.

The Australian Securities and Investments Commission (ASIC) reports that, during the 
financial year 2013–14, the company directors of 1,400 companies and 2,500 individuals 
in the building and construction, labour hire, transport, security and cleaning industries 
were targeted because of their history of failed companies.27 During the 2012–13 
financial year, ASIC reported that the construction industry had the largest number of 
company failures, with 2,245—or 24 per cent—of total failures. This was an increase of 
2 per cent over the previous year. Possible misconduct existed in more than two-thirds of 
all failures in that reporting period.28

The expanded director penalty regime now makes directors personally liable for 
their company’s outstanding pay-as-you-go (PAYG) withholding and superannuation 
guarantee. This reduces the scope for companies to escape paying employee 
entitlements for associated liquidated companies, but does not make them liable for 
other outstanding debts.

25 Also known as ‘boiler-room’ fraud, cold-calling investment fraud refers to the unsolicited contacting of potential 
investors who are deliberately given fraudulent, false, misleading or deceptive information designed to entice them 
to buy, sell or retain securities or other investments. This fraud attracts victims with promises of high financial returns 
and claims of low risk investment strategies.

26 PricewaterhouseCoopers 2012, Phoenix activity: sizing the problem and matching solutions, Fair Work Ombudsman, 
Canberra, June 2012.

27 Australian Securities and Investments Commission 2014, Annual Report 2013–2014, ASIC, Sydney.
28 Australian Securities and Investments Commission 2013, Report 372: Insolvency statistics: external administrators’ 

reports (July 2012 to June 2013), ASIC, Sydney, October 2013, p. 6.
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The ATO has noted an increase in phoenixing activity to facilitate tax evasion, and law 
enforcement has seen increasing evidence of organised crime involvement in the type of 
industries susceptible to phoenixing.

Fraudulent use of trust structures

Despite trusts playing a legitimate role in the protection of assets and estate planning, 
the exploitation of trust structures, particularly those established in offshore tax havens, 
has been identified (see the case study on page 27). The exploitation of trust structures 
is used to conceal the ultimate beneficial ownership of underlying assets, and for large-
scale revenue and taxation fraud activities.

Most of the 700,000 trusts now registered in the Australian tax system are discretionary 
trusts used for a wide variety of legitimate business and investment activities. However, 
in relation to phoenixing, the ATO has noted an emerging scheme that involves 
interposing shell companies as trust beneficiaries and then liquidating these companies 
before trust tax debts are paid.

As trust structures are more expensive and potentially complicated to establish, and 
have more complex administration and taxation aspects than other types of business 
structures, there is an enhanced requirement to use professional facilitators.

CASE STUDY 
FRAUDULENT PHOENIXING ACTIVITY

An earthmoving, garden supplies and property development business based in Perth 
created fake payment summaries, moved employees between related companies, and failed 
to remit monies withheld from employees’ wages to the ATO. The business owner then 
deregistered the (non-compliant) companies to reduce the risk of detection by authorities.

The principal company director was sentenced to five years and three months jail for 
defrauding the Commonwealth of A$6.7 million in unremitted taxes. He was also bankrupted 
after an investigation into his personal tax affairs. A number of other people associated with 
this fraud have also been prosecuted and jailed, including a former tax agent.1

1 Australian Taxation Office, The fight against tax crime: fraudulent phoenix activities, ATO, viewed 15 January 2015, 
<https://www.ato.gov.au/General/The-fight-against-tax-crime/Our-focus/Fraudulent--phoenix--activities/>.
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Professional facilitators

The use of professional facilitators remains a key aspect of the exploitation of business 
structures by organised crime. Because of the ever-increasing complexity of regulation 
surrounding financial markets and products, the use of a variety of specialists—some 
of whom are complicit, and some of whom are unwittingly providing assistance—is 
required to help criminal groups operate their legitimate and illicit businesses (see the 
case study on page 28).

The level of professional facilitator involvement can range from concealing illicit funds 
in a lawyer’s trust account, to the use of a network of complicit advisers and specialists 
establishing complex business structures in numerous offshore jurisdictions.

Although law enforcement and regulators continue to find evidence of the use of 
both simple and complex business structures and illegal business practices to facilitate 
criminal activity and to hide the proceeds of crime, the full nature and extent of 
organised crime involvement remain an intelligence gap.

Organised crime entities can purchase businesses in particular sectors in order to achieve 
a market share large enough to enable them to manipulate the prices of certain goods 
and services. This can undermine competitive neutrality, because such entities may have 
an unfair competitive advantage within industries, which can cause harm to legitimate 
businesses and to the economy.

27

CASE STUDY 
ABUSIVE USE OF TRUST ACTIVITIES

The abusive use of trusts was employed to avoid in excess of A$50 million in tax in the 
property development sector over a period of 10 years. It involved the siphoning off of 
profits from the main entities to trusts and companies controlled by the principal and 
their siblings, with these profits then remitted offshore.

In some cases, completed properties were transferred below market value to related trusts, 
before being re-valued to market and fully mortgaged, with the finance raised purportedly 
committed to a sham offshore property development syndicate. These funds were 
subsequently represented as having been lost. This had the effect of understating assessable 
profits, creating insolvency and recovery difficulties, and transferring wealth offshore 
without tax being paid. The case also involved related straw directors (including offshore 
nominee directors), and raised doubts about the independence of appointed liquidators.
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Public sector corruption
Introduction
Public sector corruption can be a powerful enabler for organised crime and, as a 
consequence, organised crime entities continue to target public sector officials who can 
help them facilitate their criminal enterprises. Although those public officials who can 
provide immediate assistance to serious and organised crime are targeted specifically, 
those who may be of use in the future are also targeted more generally.

As noted by Transparency International:

The relationship between organised crime and corruption is a simple one—criminal 
networks make extensive use of corruption, in its various forms, to carry out criminal 
activity, avoid investigation and escape prosecution. Conversely, corruption within society 
propagates and becomes much more entrenched when routinely instrumentalised by 
organised crime. A type of continuum exists, ranging from co-option of junior level 
officials, that is, effectively placing them on the crime group’s payroll, through infiltration 
of managerial, senior spheres, to influencing heads of law enforcement agencies and 
finally ending in the capture of state policies and structures.29

29 Muravska, J, Hughes, W & Pyman, M 2011, Organised crime, corruption, and the vulnerability of defence and security 
forces, Background Paper, Transparency International, London, p. 5.

CASE STUDY 
USE OF BROKERS AND GEOLOGISTS IN 
INVESTMENT FRAUD

A syndicate identified by the Australian Crime Commission had established a number of 
‘start-up’ companies in the mining and resources sector and had also used coercion to 
take control of existing companies.

Once the syndicate members had acquired control of significant shareholdings, they 
undertook aggressive capital-raising and marketing campaigns.

As part of their marketing campaigns, the syndicate employed geologists and company 
research firms to inflate the potential of mining tenements and exploration projects 
and release favourable research results with ‘buy’ recommendations to investors. As 
the share price inflated, a global network of brokers was employed to sell syndicate 
members’ shareholdings.
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In particular, the large profits available in Australia’s illicit drug markets are a strong 
motivator for organised crime groups to develop the capability to corrupt in order to 
facilitate access to those markets. As well, corrupt officials may also assist in the money 
laundering process—for instance, by providing false identification documents or visas.

As intelligence-driven law enforcement agency and border protection activities become 
more effective, there is a greater incentive for organised crime to corrupt government 
officers to gain knowledge and capability to evade them.30 Organised crime would regard 
corruption of a public official as a ‘business cost’.31 Accordingly, a focus for Commonwealth 
law enforcement agencies is to counter potential growth in corruption-enabled border 
crime, including collusion between officers in different agencies or layers of government.

Corruption can undermine the fundamental trust of the public in government, and in the 
legitimacy of the instruments of government. Corruption can work insidiously to protect 
the business of serious and organised crime, and to prevent the identification of criminal 
behaviour.

Current situation
Australia is perceived as a relatively corruption-free country. Recent declines in 
Transparency International’s Corruption Perceptions Index ranking for Australia—from 
the seventh least corrupt country in 2012, to the ninth least corrupt country in 2013, 
and currently to the eleventh least corrupt in 201432—perhaps may result from efforts 
in Australia to deal with major corruption incidents transparently, as much as they may 
appear to show a deterioration of public sector standards. Australia’s overall ranking 
remains very high and is comparable with the rankings of countries such as the United 
States, the United Kingdom and Canada.

Australian anti-corruption bodies inform the public’s understanding of public sector 
corruption through investigations and generate important intelligence and insights about 
corruption risks and systems vulnerabilities. However, anti-corruption agencies have 
noted a concern that, as the sophistication of organised crime increases, corrupt conduct 
is likely to become less susceptible to discovery than was previously the case.33

Two separate streams of vulnerability to corruption by organised crime are becoming 
apparent to law enforcement and anti-corruption agencies in Australia. The first is the 
historically identified risk of the corruption of public sector officials whose seniority or role/
function puts them in a position in which they can facilitate or protect criminal activities. 
In some instances, organised crime groups may be more likely to target vulnerable 
persons in lower levels in the public sector, where their positions offer access to privileged 
information that could assist organised crime activities. The second is an emerging 
generational risk posed by younger new recruits. Though the first of these vulnerabilities is 
well known, an understanding of the second has only recently begun to be developed.

30 Australian Commission for Law Enforcement Integrity 2013, Annual Report of the Integrity Commissioner 2012–13, 
ACLEI, Canberra, p. 73.

31 Australian Commission for Law Enforcement Integrity 2014, Annual Report of the Integrity Commissioner 2013–14, 
ACLEI, Canberra, p. 93.

32 Transparency International Australia assesses that the decline may be attributed to the prosecution of Securency 
and Note Printing Australia executives, and the findings of the Independent Commission Against Corruption (ICAC) in 
relation to Eddie Obeid and the corruption in the New South Wales Government at the time.

33 Australian Commission for Law Enforcement Integrity 2013, Annual Report of the Integrity Commissioner 2012–13, 
ACLEI, Canberra, p. 5.
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Social networking, the sharing of personal information on social media, and casual 
attitudes and the apparent growing tolerance of the general public toward ‘recreational’ 
or ‘private’ illicit drug-taking have been identified as having the potential to significantly 
increase the risk of corruption of younger public sector employees by bringing them into 
contact with organised crime groups.34

The Australian Commission for Law Enforcement Integrity (ACLEI) has observed that 
long-term friendships between public officials and those involved in criminal activity 
can lead to corruption. In one investigation, ACLEI noted that a network ‘shared some 
common demographics, including school links, age and community ties. These same links 
and sources of obligation extended to friends who were active members in organised 
crime groups, including outlaw motorcycle gangs.’35 ACLEI found that this common 
background allowed the corrupt group to expand with a level of confidence.

ACLEI has also observed an apparent willingness by public sector employees found to 
have indulged in illicit drug use—particularly cocaine—to construct a personal outlook 
that artificially demarcates their private lives (socialising with other drug users and 
drug dealers) from their professional responsibilities (interdicting drugs and taking 
enforcement action against those involved).36 Importantly, at least some of these 
employees appear to see nothing wrong with living what amounts to a double life. ACLEI 
investigations have also suggested that some employees who engage in illicit drug use 
have responded to the introduction of mandatory random drug-testing schemes by 
adopting measures designed to defeat drug tests.37

Inappropriate relationships are consistently identified in corruption investigations. 
These relationships can develop opportunistically or through deliberate targeting on 
the part of organised crime. Corrupt public sector officials have been observed to target 
their colleagues by building trust, social obligation and complicity over time. A network 
increases the corrupt officer’s capability to engage in corrupt conduct, while increasing 
the opportunity for concealment. Corrupt networks of this type are of significant value 
to the business model of organised crime groups.

ACLEI has noted that the resignation or removal of a public official from the workplace 
does not always put a stop to the influence that former officials are able to exert over 
employees who remain in the workplace, and who may continue to service the needs of 
organised crime entities.38

34 Australian Commission for Law Enforcement Integrity 2013, Annual Report of the Integrity Commissioner 2012–13, 
ACLEI, Canberra, p. 73.

35 Australian Commission for Law Enforcement Integrity 2013, Operation Heritage—a joint investigation of alleged 
corrupt conduct among officers of the Australian Customs and Border Protection Service at Sydney International 
Airport (Interim Report), Investigation Report 02-2013, viewed 13 January 2015, <http://www.aclei.gov.au/
Documents/Reports%20submissions%20and%20speeches/Report022013-OperationHeritageinterimreport.pdf>.

36 Australian Commission for Law Enforcement Integrity 2013, Annual Report of the Integrity Commissioner 2012–13, 
ACLEI, Canberra, p. 94.

37 Australian Commission for Law Enforcement Integrity 2014, Operation Myrrh—an investigation into “private” 
illicit drug use by certain Australian Customs and Border Protection Service officers, Investigation Report 01-2014, 
viewed 3 March 2015, <http://www.aclei.gov.au/Documents/Reports%20submissions%20and%20speeches/
Report012014AninvestigationintoprivateillicitdrugusebycertainAustralianCustomsandBorderProtectionServiceofficers.pdf>.

38 Australian Commission for Law Enforcement Integrity 2013, Annual Report of the Integrity Commissioner 2012–13, 
ACLEI, Canberra, p. 95.
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Self-initiated corruption by individual public sector officials also occurs. Positions of 
power and authority are exploited for personal financial gain and, at times, government 
officials will actively engage others in the private and public sector to facilitate their 
corrupt activities. Although this kind of self-initiated corruption does not involve or is not 
necessarily influenced by organised crime, it still contributes to undermining confidence 
in the integrity of public sector services and opens these corrupt individuals to being 
compromised by organised crime.

A broader threat to Australian public sector integrity is posed by acts of foreign bribery. 
Australia-based corporate bodies operating offshore and bribing foreign officials may be 
more likely or willing than other corporate bodies to attempt to engage in this type of 
activity in Australia (see the case study above).

In addition, organised crime and overseas-based companies may see corrupt activity 
undertaken by Australian businesses offshore as a sign that corruption of officials is 
considered an appropriate business strategy in Australia, leading to an increase in 
attempts to corrupt Australian public sector officials based overseas and domestically.

The increased awareness of foreign bribery issues led the AFP to establish an internal 
Foreign Bribery Panel of Experts in 2012. In early 2013, the AFP established the Fraud and 
Anti-Corruption Centre to focus on foreign bribery offences and, in May 2013, it joined an 
International Foreign Bribery Taskforce. The purpose of the taskforce is to enable countries 
to work collaboratively to strengthen investigations into foreign bribery claims.

31

CASE STUDY 
FOREIGN BRIBERY

An Australian Federal Police (AFP) investigation into allegations that employees of an 
Australia-based construction company had paid bribes to government officials in Iraq 
has led to charges being laid against three men for conspiracy to bribe a foreign public 
official. Police will allege that almost A$1 million was transferred overseas for payment of 
these bribes. One of these men has also been charged with a money laundering offence.1

1 Australian Federal Police 2015, ‘Man arrested for foreign bribery’, media release, 20 February 2015, viewed 26 
February 2015, <http://www.afp.gov.au/media-centre/news/afp/2015/february/media-release-man-arrested-for-
foreign-bribery>.
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The United Nations Office on Drugs and Crime notes that there is a broad consensus 
among academics, practitioners and politicians that corruption is one of the main obstacles 
to peace, stability, sustainable development, democracy and human rights globally.

Violence
Introduction
Violence is a key enabler of organised crime–related activities such as extortion, 
intimidation and crimes against the person. Violence is used by organised crime to gain 
or retain control of ‘turf’, to ensure an ongoing stake in illicit markets, as punishment or 
retaliation for slights or misdeeds, and to collect debts or to send a warning. Violence 
may also be offered as a contracted and paid service to other crime groups. In some 
instances, individual group members are permitted to exploit the group’s reputation for 
violence for their own personal profit or gain.

Serious and organised crime groups’ use of violence puts lives at risk and, in those 
instances in which organised crime–related violence is played out in public, violates 
community safety and diminishes public confidence in law enforcement and 
governments. The potential harm to the public from violence related to organised crime 
will increase as organised crime groups become more habituated to committing acts of 
violence in public spaces.

There is considerable pressure on governments and law enforcement to combat the use 
of violence by organised crime, with some jurisdictions recently introducing legislation 
aimed at reducing violence and increasing penalties for violent offences.

Current situation
Violent incidents involving serious and organised crime reported in the media are 
frequently ‘street crime’ or opportunistic crime, such as alcohol-related incidents and 
individually targeted violence. However, in recent years there has been an escalation 
in outlaw motorcycle gang (OMCG)-driven violence, particularly in the public domain, 
between rival gangs and, at times, between members of the same OMCG. Often, this 
violence can put members of the public at risk as well (see the case study on page 33).

Disputes between rival OMCG clubs almost always act as a catalyst for subsequent 
violent events of retaliation and retribution.

Notably, OMCGs have been reported to recruit new members and associates who  
have specialist capabilities that can be used in committing violent crime. For example, 
ex-army personnel with specialist expertise in the use of explosives and weaponry may 
be actively targeted for recruitment.

Extortion rackets have also been a well-recorded criminal business of organised crime 
groups, particularly of some OMCG members. Physical violence, intimidation and 
harassment are synonymous with extortion activities, and may continue to affect victims 
even after the extorted debt is settled.
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The building industry has experienced the use, and threats, of violence through verbal 
violence and extortion. It is understood that links between organised crime and some 
people in the building industry have been used to exert pressure and standover tactics in 
order to influence the outcome of lucrative building and labour contracts.39

39 Oakes, D 2014, ‘CFMEU rocked by claims of corrupt dealing with crime figures in exchange for construction contracts’, 
ABC News, 28 January 2014, viewed 5 February 2015, <http://www.abc.net.au/news/2014-01-28/union-accused-of-
ties-to-crime-figures-kickbacks-for-jobs/5221234>.

33

CASE STUDY 
OMCG VIOLENCE

In April 2012, an OMCG member was responsible for a public shooting at a shopping 
centre on the Gold Coast, with a rival OMCG member as the target. The rival OMCG 
member and an innocent bystander in the shopping centre were shot and wounded. The 
lawyer for the OMCG member argued that the firearm was used in self-defence because 
the rival OMCG member was wielding a knife.1 In November 2014, the OMCG member 
was convicted of attempted murder and unlawful wounding as a result of this incident.

In September 2013, a large public brawl occurred between members and associates 
of two rival OMCGs at a Gold Coast restaurant. Other diners at the restaurant moved 
quickly to escape the violence. Following the arrests resulting from the incident, a large 
group of OMCG members gathered outside the police station where arrested members 
were being held, as a reported demonstration of intimidation against police.2 Forty-three 
people were charged with 52 offences as a result of the brawl.

In October 2013, another violent brawl occurred between rival OMCGs at a café on the 
Gold Coast. Members of the public were also present at the time of this incident. It was 
reported that no one was injured as a result of this incident.

1 ‘Robina shooter and Mongols bikie Mark James Graham gets 12 years for attempted murder and unlawful wounding’, 
Gold Coast Bulletin, 3 November 2014, viewed 20 January 2015, <http://www.goldcoastbulletin.com.au/news/crime-
court/robina-shooter-and-mongols-bikie-mark-james-graham-gets-12-years-for-attempted-murder-and-unlawful-
wounding/story-fnje8bkv-1227110457871>.

2 Ravn, M, Westthorp, T & Laughlin, S 2013, ‘Eighteen bikies arrested after Broadbeach brawl’, Gold Coast Bulletin, 28 
September 2013, viewed 15 January 2015, <http://www.goldcoastbulletin.com.au/news/crime-court/eighteen-bikies-
arrested-after-broadbeach-brawl/story-fnje8bkv-1226774457240>.
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The contracting of organised crime by casino junket operators for debt collection from 
casino ‘high-roller’ clients through the use of, or at least the threat of, violence has also been 
reported overseas.40 Organised crime–driven violence in high-density gambling locations 
such as Macau is reported to have thrived through debt collection pressures on indebted 
high-rollers. With new Australian casinos reported to be marketing to attract international 
casino junket tours,41 it is possible that junket tour operators may seek to employ serious 
and organised crime as contracted standover debt collectors here in Australia.

40 ‘Organised crime linked to high roller gamblers: concerns for new Australian casinos’, News.com.au, 15 September 
2014, viewed 15 January 2015, <http://www.news.com.au/finance/money/organised-crime-linked-to-high-roller-
gamblers-concerns-for-new-australian-casinos/story-e6frfmci-1227058972551>; Nicholls, S 2014, ‘Secret Packer 
casino organised crime agreement should be public, independent arbiter finds’, Sydney Morning Herald, 22 October 
2014, viewed 28 January 2015, <http://www.smh.com.au/nsw/secret-packer-casino-organised-crime-agreement-
should-be-public-independent-arbiter-finds-20141022-119tg9.html>.

41 Nicholls, S 2014, ‘Secret Packer casino organised crime agreement should be public, independent arbiter finds’, 
Sydney Morning Herald, 22 October 2014, viewed 28 January 2015, <http://www.smh.com.au/nsw/secret-packer-
casino-organised-crime-agreement-should-be-public-independent-arbiter-finds-20141022-119tg9.html>.
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ILLICIT COMMODITIES
Illicit drug market overview
The Australian illicit drug market remains highly lucrative, with the demand for a wide 
variety of illicit drugs growing. Poly-drug use remains a feature of the Australian drug 
market, and serious and organised crime groups capitalise on the demand for multiple 
drug types by importing, producing or trafficking in several drug types simultaneously.

The Australian illicit drug market is best seen as a component of a global market. The 
Internet and ‘darknets’ have enabled the rapid expansion of the global drug market, 
and users can access both drugs, and information about new drugs becoming available, 
online from anywhere in the world. This has meant that trends in drug use observed in 
Europe, Canada and the United States—those markets most similar to the Australian 
market—which once would have taken some time to flow on to the Australian market, 
are now very quickly replicated in Australia.

Although cannabis remains the most commonly used illicit drug in Australia, with 
organised crime playing a fundamental role in its large-scale cultivation and distribution, 
the methylamphetamine market poses the highest risk to Australia, and serious and 
organised crime groups are entrenched in the market.

The Australian methylamphetamine market has traditionally been supplied 
by domestically produced product. However, large-scale importations of 
methylamphetamine, particularly crystalline methylamphetamine, as well as precursor 
chemicals, are also being detected at the border. This is evidence of an increase in 
the involvement of transnational organised crime groups in the market, in an effort to 
capitalise on the profits to be made from the sale of methylamphetamine to a large 
and expanding market. Users of methylamphetamine are at an increased risk of health-
related harms, and the drug can cause violence and aggression, placing those around 
them at risk of harm as well.
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Both the global and the Australian 3,4-methylenedioxymethamphetamine (MDMA, or 
‘ecstasy’) markets continue to regenerate after a period of well-documented shortage. 
The seizure in November 2014 of almost 2 tonnes of MDMA imported into Australia 
from Europe is a further indicator of the return of large-scale MDMA manufacture in 
Europe, as well as the continued recovery of the Australian MDMA market.

Other ‘traditional’ illicit drugs, such as cocaine, heroin and cannabis, still feature 
in the Australian market; however, newer substances designed to mimic the effect 
of traditional illicit drugs—referred to in this report as drug analogues and new 
psychoactive substances (DANPS)—continue to gain traction. The rapid development of 
the DANPS market is unprecedented in global illicit drug markets, with 348 substances 
having been officially reported to the United Nations Office on Drugs and Crime by the 
end of 2013. Often incorrectly marketed as ‘legal’ and ‘safe’ alternatives to illicit drugs, 
DANPS have been linked to the deaths of several Australian users in recent years.

Organised Crime in Australia 2015 is not intended to provide a comprehensive picture 
of the Australian illicit drug markets. Detailed overviews of each of the Australian illicit 
drug markets can be found in the Australian Crime Commission’s Illicit Drug Data Report 
2013–14.

Methylamphetamine
The United Nations Office on Drugs and Crime estimates that amphetamine-type 
stimulants (ATS), of which methylamphetamine is one, are the second most commonly 
used illicit drug globally.42 In the 2013 National Drug Strategy Household Survey,  
‘meth/amphetamines’43 were reported as the third most commonly used drug, behind 
cannabis and 3,4-methylenedioxymethamphetamine (MDMA).44 However, innovative 
research methodologies, such as the analysis of wastewater (sewage), are likely to 
indicate a much wider use of methylamphetamine in the community. The Australian 
Crime Commission has assessed the methylamphetamine market as the highest risk drug 
market in Australia for several years.

In Australia, methylamphetamine has been observed in powder (‘speed’), base and 
crystalline (‘ice’) forms. Ice use appears to be growing, and many users see ice as the 
most desirable form of methylamphetamine. This is partly because it is incorrectly 
perceived to be a purer form of the drug, and partly because it can be smoked rather 
than requiring intravenous injection. This method of administration may appeal to those 
users who do not consider themselves to be drug users, and may be a contributor to 
the expansion of the market. The onset of the effects of ice occur more quickly through 
smoking, and ice users may be more likely to demonstrate antisocial behaviours, such as 
violence, than users of other drugs.

42 United Nations Office on Drugs and Crime 2014, World Drug Report 2014, UNODC, Vienna.
43 Includes both methylamphetamine and amphetamine.
44 Australian Institute of Health and Welfare 2014, National Drug Strategy Household Survey detailed report 2013, Drug 

Statistics Series no. 28, Cat. no. PHE 183, AIHW, Canberra.
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In a 2014 survey of injecting drug users, 70 per cent of the sample reported that they 
had used any form of methylamphetamine in the previous six months.45 This was the 
second most commonly reported illicit drug used behind cannabis.46 Although reported 
use of powder and base was stable, there was a significant increase in reported use 
of ice, up from 55 per cent to 61 per cent of the sample.47 The use of ice has been an 
increasing trend in the annual survey since 2009, when an all-time low of 37 per cent 
was reported.48

The Australian methylamphetamine market has traditionally been supplied by 
domestically produced methylamphetamine. In recent years, however, there has been 
a significant increase in the number of detections of ice at the Australian border (see 
Table 1). Two of the detections alone accounted for 386 kilograms of ice—203 kilograms 
concealed in an importation of truck tyres detected in September 2013,49 and 
183 kilograms detected in a consignment of sea kayaks in February 2014.50 Furthermore, 
in November 2014, six men were arrested for the attempted importation of more than 
800 kilograms of ice and almost 2 tonnes of MDMA (for further information on this 
detection, refer to the case study on page 46).

Table 1: Number and weight of ATS and ice detections at the Australian border,  
2011–12 to 2013–1451

Detections (number) Weight (kg)a

2011–12 2012–13 2013–14 2011–12 2012–13 2013–14

Ice 171 1,084 1,379 160.20 1,446.24 1,435.36

Other ATSb 907 915 988 187.39 692.30 376.98

a. Weight shown in the above table is an estimate. Weight is calculated using 0.29 grams per tablet where a weight was 
not available. Some small-quantity shipments of ATS do not have a weight recorded.

b. Includes amphetamines and methylamphetamines in liquid, capsule, paste, powder or tablet form. Figures do not 
include MDMA or crystalline methylamphetamine (ice).

45 Stafford, J & Burns, L 2014, Key findings from the 2014 IDRS: a survey of people who inject drugs, Illicit Drug Reporting 
System Drug Trends Bulletin, October 2014, National Drug and Alcohol Research Centre, University of New South 
Wales, Sydney.

46 ibid.
47 ibid.
48 ibid.
49 Australian Customs and Border Protection Service 2013, ‘Three arrested for importing more than 200kg of 

methamphetamine in truck tyres’, media release, 11 October 2013, viewed 12 February 2015, <http://newsroom.
customs.gov.au/channels/Drugs-and-steroids/releases/three-arrested-for-importing-more-than-200kg-of-
methamphetamine-in-truck-tyres>.

50 Australian Customs and Border Protection Service 2014, ‘Drugs worth $180 million found in kayaks, five people 
arrested’, media release, 12 February 2014, viewed 12 February 2015, <http://newsroom.customs.gov.au/channels/
Drugs-and-steroids/releases/c6b6d870-0338-43df-8add-bfb012aaf939>.

51 Australian Customs and Border Protection Service 2014, Annual Report 2013–14, ACBPS, Canberra.
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This increase in border detections does not appear to have coincided with a decrease 
in domestic production, as there are still significant precursor chemical and clandestine 
laboratory detections occurring. For example, 10 people were arrested and 1.9 tonnes 
of a mixture of vanilla powder and the methylamphetamine precursor pseudoephedrine 
were seized during an 18-month joint agency investigation that concluded in October 
2013.52 It is alleged three of those arrested were responsible for distributing the 
pseudoephedrine–vanilla mix to multiple criminal syndicates within Australia, who 
would then use it to make methylamphetamine in clandestine laboratories.53 The large 
increase in border detections, coupled with the ongoing domestic production, suggests 
that transnational organised crime groups have recognised the strong Australian demand 
for methylamphetamine and have moved into this lucrative market.

There is significant organised crime involvement in the importation, manufacture and 
supply of methylamphetamine in Australia. Many of these groups are involved in a 
range of other activities in addition to methylamphetamine (see the case study on 
page 39). More than 60 per cent of entities on the National Criminal Target List54 are 
involved in the methylamphetamine and/or precursor markets, and of these more 
than 80 per cent are also involved in other drug markets. Because there are a number 
of routes of synthesis requiring a range of precursor chemicals, groups involved in 
methylamphetamine production can adapt quickly to changes in precursor availability or 
regulatory controls.

Methylamphetamine is highly addictive and users, particularly the users of crystal 
methylamphetamine, are at increased risk of a range of health-related harms—most 
notably increased risk of psychosis and other mental illness. Other harms include 
headaches, anxiety, paranoia, vision problems, hallucinations, tremors and stroke.  
Long-term use can result in memory loss, aggression and increased risk of heart failure 
and stroke.

Users and manufacturers are particularly vulnerable to a range of hazards associated 
with the clandestine manufacture of illicit drugs. Children present in the homes 
of methylamphetamine users or manufacturers are particularly at risk of ingesting 
associated chemicals, with one study finding forensic evidence that such children 
who had experienced ‘low-level’ environmental exposure to methylamphetamine 
and its manufacture had metabolised as much methylamphetamine as adult users.55 
Methylamphetamine manufacture in clandestine laboratories has resulted in explosions 
that have severely damaged properties and resulted in serious injuries and death. These 
labs are often located in residential areas, posing a risk to the surrounding community.

52 Australian Crime Commission, Australian Customs and Border Protection Service, Australian Federal Police &Victoria 
Police 2013, ‘International drug syndicate disrupted following joint taskforce investigation’, joint media release, 21 
October 2013, viewed 12 February 2015, <https://www.crimecommission.gov.au/media-centre/release/australian-
crime-commission-joint-media-release/international-drug-syndicate>.

53 ibid.
54 The National Criminal Target List is a national listing of currently active and nationally significant organised criminal 

groups operating in Australia, and is contributed to by Commonwealth, state and territory law enforcement agencies. 
The total number of entities listed is classified.

55 Bassindale, T 2012, ‘Quantitative analysis of methamphetamine in hair of children removed from clandestine 
laboratories—evidence of passive exposure?’, Forensic Science International, vol. 219, no. 1, pp. 179–82.
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Precursor chemicals
Precursor chemicals are essential for illicit drug production. The chemicals required 
vary depending on the type of drug being produced and the production process used. 
Strong demand for illicit drugs, and the significant profits to be made from trafficking 
precursor chemicals used to produce these drugs, sustain organised crime involvement 
in this market. The majority of precursors seized in Australia are used in the production 
of methylamphetamine—namely pseudoephedrine and ephedrine. Detections of 
precursors for 3,4-methylenedioxymethamphetamine (MDMA, or ‘ecstasy’) and other 
amphetamine-type stimulants (ATS) have occurred, with minimal detection of precursors 
associated with other drug production or extraction.

39

CASE STUDY 
ORGANISED CRIME GROUP INVOLVED IN 
METHYLAMPHETAMINE PRECURSOR AND 
FIREARM TRAFFICKING1

In October 2014, the Australian Federal Police (AFP), Queensland Police Service (QPS) 
and Australian Customs and Border Protection Service (ACBPS) conducted a number 
of raids in North Queensland and the Torres Strait, dismantling an organised crime 
syndicate that had allegedly imported 10 litres of the methylamphetamine precursor 
phenyl-2-propanone (P2P) into Australia, and attempted to export firearms into Papua 
New Guinea.

The group was identified in May 2014 when the AFP targeted smuggling networks 
operating out of Daru in Papua New Guinea and across the Torres Strait into North 
Queensland. It is alleged they imported 7 litres of P2P from Papua New Guinea into 
Australia via the Torres Strait in two separate importations during August and September 
2014. A further 3 litres of P2P were seized during the raids. It was also alleged that 
the group attempted to export three firearms from Australia into Papua New Guinea 
in August 2014. The group was also linked to two large cannabis plantations that were 
detected in October 2014 in North Queensland.

1 Australian Federal Police & Australian Customs and Border Protection Service 2014, ‘Police seize “Ice” precursor, 
firearms and cannabis crops, eight people charged’, joint media release, 20 October 2014, viewed 12 February 2015, 
<http://www.afp.gov.au/media-centre/news/afp/2014/october/media-release-police-seize-ice-precursor-firearms-
and-cannabis-crops-eight-people-charged>.
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Large amounts of precursor chemicals continue to be seized at the border (see the 
case study on page 41), with China and India, in particular, being identified as primary 
source countries. Precursor chemicals are also diverted domestically from the legitimate 
chemical supply chain. An emerging importation methodology is precursor masking, in 
which the chemical structure of the substance is altered to avoid detection at the border.

In 2013–14, the Australian Customs and Border Protection Service detected 1,170 
attempted precursor importations, 88 per cent of which were precursors for the 
production of amphetamine-type stimulants.56 Although the numbers are relatively 
low, there has been an increase in detections of precursors for gamma-hydroxybutyrate 
(GHB), increasing from 47 detections in 2011–12 to 104 detections in 2013–14.57

Cocaine
The majority of the world’s coca cultivation occurs in the South American countries of 
Colombia,58 Bolivia59 and Peru,60 with global coca cultivation fluctuating in recent years. 
Despite a 17.5 per cent decrease between 2012 and 2013, Peru has remained the largest 
global coca cultivator (ahead of Colombia) for the second year in a row.

In line with these figures, of the seizures analysed, most cocaine seized at the Australian 
border originates from coca grown in Colombia or Peru. Small amounts of cocaine from 
Bolivia, or of mixed origin, have also been detected.61

The Australian cocaine market varies across jurisdictions, with the majority of cocaine 
use occurring in New South Wales and Victoria.62 However, it remains difficult to obtain 
an accurate estimate of the prevalence of cocaine use among the general population 
because of the ‘hidden’ nature of much of the user base (as cocaine users are less likely 
to come to the attention of authorities), and less cocaine appears to be used in Australia 
compared with other illicit stimulants. Innovative research strategies, such as the analysis 
of wastewater (sewage), have been used in Europe to monitor illicit drug use trends and 
compare drug use in different cities, or across different time periods.63 These types of 
strategies have also been used in some parts of Australia, albeit to a lesser extent, and may 
provide a more accurate picture of the prevalence of cocaine use, as neither cocaine nor its 
metabolite is produced by consumption of other drugs or environmental sources.64

56 Australian Customs and Border Protection Service 2014, Annual Report 2013–14, ACBPS, Canberra.
57 ibid.
58 United Nations Office on Drugs and Crime 2014, Colombia coca cultivation survey 2013, United Nations, Colombia.
59 United Nations Office on Drugs and Crime 2014, Estado Plurinacional de Bolivia monitoreo de cultivo de coca 2013, 

United Nations, Bolivia.
60 United Nations Office on Drugs and Crime 2014, Monitoreo de cultivos de coca 2013, United Nations, Peru.
61 Australian Crime Commission 2014, Illicit Drug Data Report 2012–13, ACC, Canberra.
62 Roxburgh, A, Ritter, A, Slade, T & Burns, L 2013, Trends in drug use and related harms in Australia, 2001 to 2013, 

National Drug and Alcohol Research Centre, University of New South Wales, Sydney.
63 Gerrity, D, Trenhom, RA & Snyder, SA 2011, ‘Temporal variability of pharmaceuticals and illicit drugs in wastewater 

and the effects of a major sporting event’, Water Research, vol. 45, no. 17 (November 2011), pp. 5399–411.
64 Prichard, J, Lai, FY, Kirkbride, P, Bruno, R, Ort, C, Carter, S, Hall, W, Gartner, C, Thai, PK & Mueller, JF 2012, Measuring 

drug use patterns in Queensland through wastewater analysis, Trends and Issues in Crime and Criminal Justice no. 
442, Australian Institute of Criminology, Canberra.
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Over the last 20 years, there has been a steady increase in the number of respondents to 
the 2013 National Drug Strategy Household Survey reporting they had ever used cocaine, 
up from 2.5 per cent in 1993 to 8.1 per cent in 2013.65 The proportion of respondents 
reporting cocaine use in the 12 months prior to interview is much smaller, but still the 
equal highest on record, at just 2.1 per cent of the Australian population.

Analysis of annual drug user survey results between 2001 and 2013 shows fluctuations in 
patterns of reported recent cocaine use at the time of the survey. Among injecting drug 
users, there has been a significant decline in recent cocaine use, as well as a decrease in 
the proportion reporting cocaine use weekly or more often. 

65 Australian Institute of Health and Welfare 2014, National Drug Strategy Household Survey detailed report 2013, Drug 
Statistics Series no. 28, Cat. no. PHE 183, AIHW, Canberra.

CASE STUDY 
ATTEMPTED IMPORTATION OF 50 LITRES OF 
PSEUDOEPHEDRINE1

In June 2013, the Australian Crime Commission disseminated intelligence to the 
Australian Federal Police relating to a possible importation of precursor chemicals 
through a chemical supply business, alleged to have been set up solely to mask the 
importation of the restricted precursor.

In August 2014, Customs officers inspected a consignment of chemicals ordered by 
the company. During this inspection, 10 five-litre drums containing pseudoephedrine 
suspended in liquid form were detected. Based on the purity, the precursor seized could 
have been used to produce methylamphetamine worth almost A$10 million.

The joint-agency investigation continued until late October 2014, when search warrants 
were carried out in Adelaide and Sydney. Two men were arrested and charged with the 
importation.

1 Australian Customs and Border Protection Service, Australian Crime Commission, Australian Federal Police & South 
Australia Police 2014, ‘Joint operation sees two men charged with importing precursor chemicals’, joint media release, 
22 October 2014, viewed 15 January 2015, <http://www.afp.gov.au/media-centre/news/afp/2014/october/joint-
operation-sees-two-men-charged-with-importing-precursor-chemicals.aspx>.
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However, during the same period, recent cocaine use among regular ecstasy and related 
drug users increased from 23 per cent in 2003 to a peak of 48 per cent in 2010, then 
declining to 30 per cent in 2013.66 In 2014, this proportion increased significantly to 
44 per cent, with all states except Western Australia reporting an increase.67 It is unclear 
why there has been a difference in cocaine use between these two groups over time, 
but factors such as the different demographics of the samples, differing levels of income 
and/or drug preference, or reduced availability within the injecting drug user market are 
likely contributors.

There is significant organised crime involvement in the Australian cocaine market, 
with a diverse range of organised crime groups being identified in the importation and 
trafficking of cocaine. The Australian Customs and Border Protection Service made 1,512 
detections of cocaine, weighing 245.57 kilograms, in 2013–14.68 This was a reduction 
from the 2,003 detections weighing 399.69 kilograms in 2012–13.69

Heroin
The majority of the world’s illicit opium poppy cultivation occurs in South West and 
South East Asia and Latin America. The United Nations Office on Drugs and Crime 
estimates that, globally, in 2013 there were more than 296,000 hectares of opium 
under cultivation—the highest level in more than 10 years.70 Afghanistan is the leading 
cultivator and producer of opium globally. Between 2013 and 2014, opium poppy 
cultivation in Afghanistan increased by 7 per cent and the estimated potential opium 
production in Afghanistan increased 17 per cent, from 5,500 tonnes to 6,400 tonnes. 
Typically, opium is converted into heroin in, or close to, the countries where the opium 
poppy is cultivated, although poppy eradication and opium and morphine seizures are 
reported in a wide range of countries other than the main opium-producing countries.

Historically, the Australian heroin market has been supplied with heroin originating 
from South East Asia. However, South West Asian heroin has been detected in varying 
proportions over the last decade. In 2011, South West Asian heroin accounted for  
51 per cent of the number of border detections analysed, before dropping back to  
26 per cent in 2012.71

There is significant organised crime involvement in the importation and distribution of 
heroin in Australia. There has been a general downward trend in the number of heroin 
detections at the Australian border since 2006–07, while the weight of those detections 
has fluctuated. In 2013–14, the Australian Customs and Border Protection Service made 
180 detections of heroin, weighing 118.89 kilograms.72 This was a reduction from the  
237 detections weighing 513.82 kilograms in the previous year.73

66 Roxburgh, A, Ritter, A, Slade, T & Burns, L 2013, Trends in drug use and related harms in Australia, 2001 to 
2013,National Drug and Alcohol Research Centre, University of New South Wales, Sydney.

67 Sindicich, N & Burns, L 2014, An overview of the 2014 Ecstasy and Related Drugs Reporting System, EDRS Drug Trends 
Bulletin, October 2014, National Drug and Alcohol Research Centre, University of New South Wales, Sydney.

68 Australian Customs and Border Protection Service 2014, Annual Report 2013–14, ACBPS, Canberra.
69 ibid.
70 United Nations Office on Drugs and Crime 2014, World Drug Report 2014, United Nations, Vienna.
71 Australian Crime Commission 2014, Illicit Drug Data Report 2012–13, ACC, Canberra.
72 Australian Customs and Border Protection Service 2014, Annual Report 2013–14, ACBPS, Canberra.
73 ibid.
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Determining the level of heroin use in the general population is difficult because users 
are often not captured in general population surveys. In the 2013 National Drug Strategy 
Household Survey, only 0.1 per cent of Australians reported heroin use in the preceding 
year.74 This proportion has been steadily decreasing since 1998.

Domestic market indicators suggest that the Australian heroin market has remained 
stable and consists of an entrenched and ageing user population. Analysis of the 2014 
Illicit Drug Reporting System data indicated that, among injecting drug users, heroin was 
the most commonly reported drug of choice and the drug injected most often in the 
month before the survey.75 Further analysis indicated that those who had recently used 
heroin were significantly more likely than those who had not recently used heroin to 
have begun injecting drugs earlier in life, to have a longer injecting drug use history, to 
be currently in drug treatment, to have a prison history, to have injected at least daily in 
the previous month, to have very high psychological distress levels, and to have riskier 
injecting practices.76

Drug analogues and new psychoactive substances
Drug analogues and new psychoactive substances (DANPS) are synthetically created 
substances that have a similar chemical structure to an illicit drug, or that mimic the 
effects of illicit drugs. Often (incorrectly) referred to as ‘legal’ alternatives to proscribed 
substances, DANPS are also known as novel substances, novel psychotropic substances, 
emerging psychoactive substances, analogues, mimetics, legal highs, new synthetics, 
synthetics, herbal highs or designer drugs,77 and they comprise a range of substances, 
including stimulants, hallucinogens, anaesthetics and cannabimimetics (also known as 
synthetic cannabinoids).

There continues to be an increasing range of DANPS manufactured and distributed to the 
market. The number of DANPS on the global market more than doubled between 2009 
and 2013, with 348 substances being reported to the United Nations Office on Drugs and 
Crime by the end of 2013.78

DANPS have been available in the Australian market since the mid-2000s, but have 
increased in availability and popularity in recent years. In 2013, the National Drug 
Strategy Household Survey included the new categories of ‘synthetic cannabinoids’ and 
other ‘new and emerging psychoactive substances’ for the first time. Reported use was 
relatively low in the general population, with 1.2 per cent of the population reporting 
synthetic cannabinoid use and 0.4 per cent reporting use of other new and emerging 
psychoactive substances in the previous 12 months. However, this level of use is similar 
to that reported for hallucinogens and tranquillisers, and much higher than the reported 
use of other illicit drugs such as heroin, ketamine and gamma-hydroxybutyrate (GHB). 

74 Australian Institute of Health and Welfare 2014, National Drug Strategy Household Survey detailed report 2013, Drug 
Statistics Series no. 28, Cat. no. PHE 183, AIHW, Canberra.

75 McIlwraith, F, Hickey, S & Alati, R 2014, What’s happening with heroin?, Illicit Drug Reporting System Drug Trends 
Bulletin, December 2014, National Drug and Alcohol Research Centre, University of New South Wales, Sydney.

76 ibid.
77 Australian Crime Commission 2014, Illicit Drug Data Report 2012–13, ACC, Canberra.
78 United Nations Office on Drugs and Crime 2014, World Drug Report 2014, UNODC, Vienna.
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Less than 5 per cent of recent synthetic cannabinoid users reported having not used any 
other illicit drug during the same 12-month period.79

Results from the 2014 Ecstasy and Related Drugs Reporting System (EDRS) survey show 
that recent use of ‘new psychoactive substances’80 remained stable at 36 per cent of 
the national sample. For the first time, respondents were asked if they had specifically 
sought out new psychoactive substances or if they had been offered them by others. 
Half of the sample (50 per cent) reported specifically seeking out new psychoactive 
substances, suggesting that these substances are not simply used to supplement illicit 
drug use, but may also be sought out as alternatives to illicit use of other drugs.81

There was a significant decrease in EDRS respondents reporting recent use of synthetic 
cannabinoids between 2013 and 2014 (from 16 per cent to 7 per cent). It is believed 
that this decline in use is related to users’ negative reports about both the high and the 
comedown after using the substances.82

DANPS are often marketed as ‘safe’ alternatives to illicit drugs. However, DANPS have 
been linked to a number of deaths in Australia and overseas. In January 2015, the 
deaths of two men in Queensland were believed to be linked to the use of synthetic 
cannabinoids.

Production of DANPS at a commercial level has been detected in Australia, including 
production by people with no prior history of drug use or supply.83 There is a low level of 
organised crime involvement in the importation and supply of DANPS to the Australian 
market. The Internet is also a major facilitator, providing a medium for sales, information 
sharing and social commentary on substances.

MDMA
The global market for 3,4-methylenedioxymethamphetamine (MDMA, or ‘ecstasy’) is 
continuing to resurge after a well-documented period of reduced availability. In August 
and October 2013, European authorities dismantled the two largest clandestine MDMA 
laboratories ever detected in Europe. Several tonnes of the precursor safrole and more 
than 1 tonne of crystal MDMA were seized at the first laboratory,84 while 35 tonnes of 
precursors and other chemicals were seized from the second laboratory.85 

79 Australian Institute of Health and Welfare 2014, National Drug Strategy Household Survey detailed report 2013, Drug 
Statistics Series no. 28, Cat. no. PHE 183, AIHW, Canberra.

80 The EDRS category of ‘new psychoactive substances’ does not include synthetic cannabinoids, but does include 
dimethyltryptamine, which is dealt with in the tryptamines chapter of this document.

81 Sindicich, N & Burns, L 2014, An overview of the 2014 Ecstasy and Related Drugs Reporting System, EDRS Drug Trends 
Bulletin, October 2014, National Drug and Alcohol Research Centre, University of New South Wales, Sydney.

82 ibid.
83 Crime and Corruption Commission 2015, New synthetic drugs—deceptive and dangerous, CCC, Brisbane.
84 Europol 2013, ‘Largest ecstasy lab ever found in Europe dismantled’, media release, 28 August 2013, viewed 12 

December 2014, <https://www.europol.europa.eu/content/largest-ecstasy-lab-ever-found-europe-dismantled>.
85 Europol 2013, ‘Police discover largest synthetic drugs production site ever found in EU’, media release, 23 October 

2013, , viewed 12 December 2014, <https://www.europol.europa.eu/content/police-discover-largest-synthetic-drugs-
production-site-ever-found-eu>.
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In both instances, the laboratories had been established in rural farming areas in 
Belgium. The sheer size of the laboratories, a large increase in seizures of precursor 
chemicals in Europe and a warning in February 2014 about tablets detected in the 
Netherlands, Belgium, the United Kingdom and Switzerland containing potentially fatal 
levels of MDMA86 are clear indications that MDMA production in Europe has increased 
significantly.

The Australian MDMA market, as a component of the global MDMA market, is also 
regenerating. Though the number and weight of MDMA detections at the Australian 
border fell from 4,139 detections weighing 149.27 kilograms in 2012–13 to 3,247 
detections weighing 94.82 kilograms in 2013–14, the 2013–14 figures are nonetheless 
significantly higher than the 964 detections weighing 11.95 kilograms in 2011–12.87 A 
further indicator of resurgence in the global and domestic MDMA markets is the seizure 
of almost 2 tonnes of MDMA in New South Wales in November 2014—the second-largest 
seizure of MDMA in Australian history (see the case study on page 46).

Although the majority of MDMA consumed in Australia is imported, seizures of precursor 
chemicals domestically and at the border, and detections of clandestine laboratories, 
indicate some level of domestic production. The annual number of detections of MDMA 
clandestine laboratories in Australia is low, with just seven being detected in 2012–13 
(less than 1 per cent of all clandestine laboratory detections that year).88

The 2013 National Drug Strategy Household Survey reported a decrease in the 
proportion of the population who had used MDMA in the previous 12 months (from 
3 per cent in 2010 to 2.5 per cent in 2013), but it is still the second most commonly 
used drug in Australia.89 MDMA is most commonly consumed in tablet form, but in 2014 
there was a significant increase in the number of regular users reporting the use of 
crystal MDMA in the Ecstasy and Related Drugs Reporting System (EDRS) survey.90 Crystal 
MDMA is absorbed into the digestive system at a higher rate than in pill or powder form, 
and as a result users experience a stronger ‘peak’ effect and longer-lasting after-effects.91 
It is unclear when crystal MDMA was introduced to the Australian market, but its use has 
been reported in the EDRS since 2012.92

86 Europol and European Monitoring Centre for Drugs and Addiction 2014, ‘Tablets with dangerously high levels of 
MDMA’, Early Warning Notification 2014/6, viewed 12 December 2014, <https://www.europol.europa.eu/sites/
default/files/publications/ewn_high_concentration_mdma_feb_2014_-_public.pdf>.

87 Australian Customs and Border Protection Service 2014, Annual Report 2013–14, ACBPS, Canberra.
88 Australian Crime Commission 2014, Illicit Drug Data Report 2012–13, ACC, Canberra.
89 Australian Institute of Health and Welfare 2014, National Drug Strategy Household Survey detailed report 2013, Drug 

Statistics Series no. 28, Cat. no. PHE 183, AIHW, Canberra.
90 Sindicich, N & Burns, L 2014, An overview of the 2014 Ecstasy and Related Drugs Reporting System, EDRS Drug Trends 

Bulletin, October 2014, National Drug and Alcohol Research Centre, University of New South Wales, Sydney.
91 Entwistle, G & Burns, L 2014, ‘Crystal MDMA: a unique addition to Australian markets’, National Drug Trends 

Conference poster presentation, viewed 12 December 2014, <https://ndarc.med.unsw.edu.au/sites/default/files/
newsevents/events/Poster%20(NSW%20EDRS)%20-%20Crystal%20MDMA.pdf>.

92 ibid.
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Cannabis
Cannabis is cultivated in almost every country of the world, and is the most commonly 
produced and used illicit drug globally.93 The cannabis market is the largest illicit drug 
market in Australia, with Australian use reported to be above the global average.94 The 
2013 National Drug Strategy Household Survey reported that more than one in three 
Australians had ever used cannabis in their lifetime, and one in 10 had used it in the 
previous 12 months.95

The Australian cannabis market is supplied almost wholly by domestically cultivated 
cannabis. With the exception of cannabis seeds, oil and resin, it is not profitable or 
necessary to import cannabis into Australia.  
 
 

93 United Nations Office on Drugs and Crime 2014, World Drug Report 2014, UNODC, Vienna.
94 ibid.
95 Australian Institute of Health and Welfare 2014, National Drug Strategy Household Survey detailed report 2013, Drug 

Statistics Series no. 28, Cat. no. PHE 183, AIHW, Canberra.
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CASE STUDY 
A$1.5 BILLION SEIZURE OF MDMA AND CRYSTAL 
METHYLAMPHETAMINE1

In late November 2014, members of the Joint Organised Crime Group (JOCG)2 arrested 
six men in relation to the seizure of illicit drugs estimated to be worth up to A$1.5 billion 
on the street. Almost 2 tonnes of MDMA and more than 800 kilograms of crystal 
methylamphetamine were hidden inside a mixed container-load of furniture and 
unmarked boxes shipped to Australia from Germany.

Police conducted a controlled delivery of the consignment to an address in Blacktown in 
Sydney, where its contents were removed and transported to another location. The six 
men were arrested when they were found accessing the boxes from the consignment at 
an address in Smithfield, also in Sydney.

1 Australian Crime Commission, Australian Customs and Border Protection Service, Australian Federal Police, New South 
Wales Crime Commission & New South Wales Police Force 2014, ‘Drugs worth $1.5 billion seized by Joint Organised 
Crime Group’, joint media release, 29 November 2014, viewed 9 December 2014, <https://crimecommission.gov.au/
media-centre/release/australian-crime-commission-joint-media-release/drugs-worth-15-billion-seized>.0

2 The JOCG comprises staff from the AFP, the NSW Police Force, the ACBPS, the NSW Crime Commission and the ACC.
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In 2013–14, the Australian Customs and Border Protection Service made 2,840 
detections of cannabis, weighing just 158.07 kilograms.96 The majority of the detections 
were of cannabis seeds.

Organised crime and other low- to medium-level criminal networks are well established 
in the Australian cannabis market, capitalising on the market’s profitability and 
strength, though the nature and extent of this involvement vary from state to state. 
There is considerable diversity in the size and sophistication of cannabis cultivation in 
Australia, from small-scale ‘personal use’ cultivation through to large, sophisticated, 
indoor hydroponic ‘grow houses’ and large outdoor cannabis crops. The cultivation 
methodology varies depending on the group involved and the location.

Organised Crime in Australia 2013 reported on the then increase in the availability of 
synthetic cannabinoids, which are often incorrectly marketed as ‘legal’ alternatives 
to cannabis. The popularity and availability of these products have continued to grow 
since then. The use of these products is discussed in the ‘Drug analogues and new 
psychoactive substances’ chapter of this report.

Illicit pharmaceuticals
The illicit pharmaceutical market in Australia includes the use of prescription 
pharmaceuticals in a way that is inconsistent with their intended use or directions, such 
as intentional misuse or overuse (also referred to as non-medical use), as well as the 
diversion of pharmaceuticals to the illicit market. Illicit pharmaceuticals may be used in 
conjunction with, or as an alternative to, illicit drugs. They may also be used to manage 
the effects of other drugs. A wide range of pharmaceuticals may be misused, including 
anti-depressants, anti-psychotics and stimulants, but the most commonly misused 
pharmaceuticals in Australia are opioid analgesics and benzodiazepines.

An international study by INTERPOL in 2014 identified two well-established organised 
crime groups, as well as outlaw motorcycle gangs (OMCGs), as being involved in 
pharmaceutical crime,97 although this activity was limited in comparison with their 
involvement in other illicit drug and weapons trafficking.98 Aside from these three 
groups, INTERPOL found that well-established hierarchical groups were not generally 
involved in pharmaceutical crime, but that it tended to be dominated by:

 � highly organised, yet generally informal, international affiliate networks selling 
medicines through illicit online pharmacies, and

 � small groups, not yet well established, of between 3 and 10 members, involved in 
various aspects of pharmaceutical crime.99

96 Australian Customs and Border Protection Service 2014, Annual Report 2013–14, ACBPS, Canberra.
97 Pharmaceutical crime was defined as ‘the manufacturing and distribution of counterfeit or falsified (spurious/fake/

falsely labelled) pharmaceuticals or medical devices, through licit and illicit supply chains, involving: theft, fraud, 
diversion, smuggling, illegal trade, money laundering, corruption’.

98 INTERPOL 2014, Pharmaceutical crime and organized criminal groups: an analysis of the involvement of organized 
criminal groups in pharmaceutical crime since 2008, INTERPOL Pharmaceutical Crime Sub-Directorate, Lyon.

99 ibid.
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In Europe and North America, organised crime groups, including the Hell’s Angels 
OMCG, have been associated with the manufacture and distribution of counterfeit 
pharmaceuticals, such as performance and image enhancing drugs.100 Elsewhere 
in Europe, organised crime groups have been involved in the robbing of trucks 
transporting pharmaceutical drugs.101 In Central and South America, there are clear 
signs of counterfeit production, with finished illicit medicines or raw materials for illicit 
production exported to other countries in the region.102

In Australia, the Pharmaceutical Benefits Scheme subsidises the cost of a broad range of 
medicine for most medical conditions, ensuring that Australians have affordable access 
to pharmaceutical medicines, particularly in comparison with some other regions in the 
world. As a result, there is little demand for potentially counterfeit illicit pharmaceuticals 
purchased online.

Within Australia, illicit pharmaceuticals can be obtained a number of ways, including by 
obtaining a legitimate prescription (and then misusing the drugs), by theft or forgery of 
prescriptions, by purchasing on the illicit market or through the Internet, by diversion 
from family or friends, or through ‘doctor shopping’ (visiting multiple doctors to obtain 
multiple prescriptions).103 Because of the relative ease with which pharmaceuticals can 
be obtained for non-medical use in Australia, there are few opportunities for organised 
criminal involvement. Although there are organised networks involved in the diversion 
and distribution of some pharmaceuticals, these tend to be networks of users who are 
on-selling for profit.

The 2013 National Drug Strategy Household Survey reported a significant increase in 
the non-medical use of pharmaceuticals, from 4.2 per cent in 2010 to 4.7 per cent in 
2013.104 Only cannabis recorded a higher proportion of recent use in the survey. Recent 
non-medical use of pharmaceuticals was highest for those aged in their 20s and 30s; 
however, people aged over 60 were the next highest group to report recent non-medical 
use.105 The Australian Crime Commission assesses that the illicit pharmaceuticals market 
has the potential to increase in threat in the medium term.

Opioid analgesics
Opioid analgesics (or narcotic analgesics) are derived from the opium poppy and act on 
the central nervous system in a similar manner. They are primarily prescribed for pain 
management or the treatment of heroin or other opioid addiction. Commonly misused 
opioid analgesics include codeine, morphine, oxycodone, fentanyl and methadone.

100 ibid.
101 ibid.
102 ibid.
103 Roxburgh, A, Ritter, A, Slade, T & Burns, L 2013, Trends in drug use and related harms in Australia, 2001 to 2013, 

National Drug and Alcohol Research Centre, University of New South Wales, Sydney.
104 Australian Institute of Health and Welfare 2014, National Drug Strategy Household Survey detailed report 2013, Drug 

Statistics Series no. 28, Cat. no. PHE 183, AIHW, Canberra.
105 ibid.
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The misuse of opioid analgesics is relatively low in the general population. The 2013 
National Drug Strategy Household Survey found that just 0.2 per cent of the population 
reported recent non-medical use of methadone or buprenorphine, and 0.4 per cent 
reported recent use of ‘other opiates/opioids’.106 A larger proportion (3.3 per cent) 
reported recent non-medical use of painkillers/analgesics, although it should be noted 
that this category includes both prescription and non-prescription medications, such as 
ibuprofen and paracetamol.107

Opioid analgesics may be misused to supplement or as a substitute for heroin use. 
Results from the annual Illicit Drug Reporting System survey and the annual Australian 
Needle and Syringe Program Survey108 indicate that misuse of opioid analgesics tends to 
be higher in the Northern Territory and Tasmania, where heroin availability is lower than 
in other jurisdictions,109 as well as in some Indigenous communities.

Benzodiazepines
Benzodiazepines are minor tranquillisers that are commonly prescribed to relieve 
insomnia, anxiety and panic attacks. Benzodiazepines may be misused to manage the 
effects of stimulant drugs (such as methylamphetamine or cocaine), or as a substitute for 
or to enhance the effects of other depressant drugs.

Although there was a significant increase in the proportion of people reporting they had 
ever used ‘tranquillisers/sleeping pills’ for non-medical use in the 2013 National Drug 
Strategy Household Survey (up from 3.2 per cent in 2010 to 4.5 per cent in 2013), the 
proportion reporting recent use remained stable at 1.6 per cent (1.5 per cent in 2010).

Performance and image enhancing drugs
In recent years, the performance and image enhancing drugs (PIEDs) market in Australia 
appears to have grown rapidly, and now consists of users from an increasingly diverse 
demographic who are using an ever-widening range of substances. Peptides and human 
growth hormone have gained in popularity among PIEDs users, and are being used in 
combination with, and in addition to, anabolic steroids. One of the key drivers of the 
market is a strong youth culture, particularly prevalent among young males, that is 
focused on a muscular and athletic physical appearance.

The growth in the market appears to have led to an increase in individuals using needle 
and syringe programs to facilitate their injection of PIEDs. Results from the annual 
Australian Needle and Syringe Program Survey show a significant increase in respondents 
reporting PIEDs as the last drug they had injected, from 2 per cent in 2009 to 7 per cent in 
2013, with significant increases being reported in Queensland and New South Wales.110

106 ibid.
107 ibid.
108 Chow, S, Iverson, J & Maher, L 2014, Drug injection trends among participants in the Australian Needle and Syringe 

Program Survey, 2009–2013, Illicit Drug Reporting System Drug Trends Bulletin October supplement 2014, National 
Drug and Alcohol Research Centre, University of New South Wales, Sydney.

109 Stafford, J & Burns, L 2014, Australian drug trends 2013—findings from the Illicit Drug Reporting System, Australian 
Drug Trends Series no. 109, National Drug and Alcohol Research Centre, University of New South Wales, Sydney.

110 Chow, S, Iverson, J &Maher, L 2014, Drug injection trends among participants in the Australian Needle and Syringe 
Program Survey, 2009–2013, Illicit Drug Reporting System Drug Trends Bulletin October supplement 2014, National 
Drug and Alcohol Research Centre, University of New South Wales, Sydney.
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The number of PIEDs detections at the Australian border has increased significantly, 
from fewer than 2,000 in 2008–09 to more than 10,000 in 2012–13.111 The number of 
detections then decreased in 2013–14 to 6,885.112 There is also evidence of the domestic 
diversion of chemicals used to produce injectable forms of steroids, suggesting possible 
domestic production of these substances, which may account for some of the decrease 
in border detections.

Internationally, organised crime groups are heavily involved in the trafficking of PIEDs. 
Organised crime groups, particularly outlaw motorcycle gangs (OMCGs) and their 
associates, are involved in the trafficking of PIEDs in the Australian market. PIEDs are 
also regularly detected at premises where other illicit drugs are located. In January 2015, 
New South Wales Police and the National Anti-Gangs Squad charged an associate of the 
Comanchero OMCG in relation to three alleged importations of steroids from China.113

Anaesthetics
The two most commonly diverted anaesthetics for illicit use in Australia are ketamine 
hydrochloride (ketamine) and gamma-hydroxybutyrate (GHB), also known as ‘fantasy’. 
Both substances have well-established, albeit small, niche markets consisting of users 
primarily based in capital cities along the eastern seaboard.114 There are indications that 
drug users seeking alternatives to 3,4-methylenedioxymethylamphetamine (MDMA) may 
have turned to anaesthetics during periods of reduced MDMA availability.

Ketamine
Ketamine is most commonly legitimately used as a medical or veterinary anaesthetic, but 
is also used illicitly for its sedative and hallucinogenic effects. It is frequently detected as 
an adulterant in tablets sold as MDMA. The illicit market for ketamine is relatively stable, 
catering for a small niche group of users. Only 0.3 per cent of the population reported 
recent ketamine use in the 2013 National Drug Strategy Household Survey.115

Based on responses to the annual Ecstasy and Related Drugs Reporting System survey, 
ketamine use appears to be concentrated in Victoria and New South Wales. In 2014, 
18 per cent of the national sample reported using ketamine in the previous six months.116

In recent years, the proportion of Victorian respondents reporting recent ketamine use 
has increased significantly, from 20 per cent in 2008 to 63 per cent in 2014.117 Despite 
the reported increase in recent use in Victoria, ketamine use was infrequent, with 
a reported median of three days use in the preceding six months (compared with a 

111 Australian Crime Commission 2014, Illicit Drug Data Report 2012–13, ACC, Canberra.
112 Australian Customs and Border Protection Service 2014, Annual Report 2013–14, ACBPS, Canberra.
113 New South Wales Police Force 2015, ‘Gangs Squad charge man over alleged steroid importation—Strike Force Raptor’, 

media release, 8 January 2015.
114 Sindicich, N & Burns, L 2014, An overview of the 2014 Ecstasy and Related Drugs Reporting System, EDRS Drug Trends 

Bulletin, October 2014, National Drug and Alcohol Research Centre, University of New South Wales, Sydney.
115 Australian Institute of Health and Welfare 2014, National Drug Strategy Household Survey detailed report 2013, Drug 

Statistics Series no. 28, Cat. no. PHE 183, AIHW, Canberra.
116 National Drug and Alcohol Research Centre 2014, Australian drug trends 2014—findings from the EDRS (Drug Trends 

Conference handout), NDARC, University of New South Wales, Sydney.
117 ibid.



51

ORGANISED CRIME IN AUSTRALIA 2015 
AUSTRALIAN CRIME COMMISSION

median of two days nationally). It is unclear why the proportion of Victorian respondents 
reporting recent use has increased at a greater rate than in other jurisdictions; however, 
because of the small market and infrequency of use, this should not be taken as an 
indication of market expansion.

Organised crime has not been identified playing a key role in the ketamine market. 
Ketamine tends to be diverted or imported into the Australian illicit market in relatively 
small quantities, reflecting personal use or small-scale distribution rather than organised 
crime involvement.

GHB
GHB is a powerful central nervous system depressant that is readily manufactured 
from its precursors, gamma-butyrolactone (GBL) and 1,4-butanediol (1,4-BD). GBL and 
1,4-BD have legitimate uses as solvents in industrial chemical processes, including the 
production of polymers. If ingested, both GBL and 1,4-BD metabolise into GHB in the 
body. The effects of GHB vary greatly depending on the dose, and only a very small 
increase in dose can lead to overdose.

Like the ketamine market, the Australian GHB market remains stable, supplying a similar 
small niche group of users. Less than 0.1 per cent of the population reported recent GHB 
use in the 2013 National Drug Strategy Household Survey.118

As with the ketamine market, results from the Ecstasy and Related Drugs Reporting 
System survey indicate that GHB use is concentrated in New South Wales and Victoria, 
but at lower levels. In 2014, just 5 per cent of the national sample reported recent 
GHB use. Use appeared to be more frequent in Victoria, with a median of 10 days use 
in the previous six months, compared with a median of two days nationally. However, 
meaningful conclusions about the significance of this cannot be drawn because of the 
small size of the market.

Unlike the ketamine market, there are elements of organised crime present in the 
Australian GHB, GBL and 1,4-BD markets, with some transnational organised crime 
groups being implicated in suspected importations into Australia. Despite this, the level 
of sophistication required to operate in this market is quite low, given the ease with 
which GBL and 1,4-BD can be diverted from the legitimate market.

Tryptamines
Tryptamines are hallucinogenic substances that act on the central nervous system, 
distorting mood, thought and perception. In Australia the most commonly used 
tryptamines remain lysergic acid diethylamide (LSD), psilocybin-containing mushrooms 
(magic mushrooms) and dimethyltryptamine (DMT). Recent years have seen the 
emergence of a range of hallucinogenic substances that mimic the effect of these 
substances, but these substances are regarded as drug analogues and new psychoactive 
substances (DANPS) and are discussed within the DANPS chapter of this report.

118 Australian Institute of Health and Welfare 2014, National Drug Strategy Household Survey detailed report 2013, Drug 
Statistics Series no. 28, Cat. no. PHE 183, AIHW, Canberra.
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The tryptamines market, like the anaesthetic market, is a small but complex niche 
market, making it difficult for law enforcement to obtain an accurate picture of its size 
and nature. According to the 2013 National Drug Strategy Household Survey, almost 
one in 10 Australians have used ‘hallucinogens’ in their lifetime, but only 1.3 per cent 
reported use in the previous 12 months.119

Results from the 2014 Ecstasy and Related Drugs Reporting System (EDRS) survey show 
that LSD use is relatively stable, with 41 per cent of the national sample reporting LSD 
use in the previous six months. Reported use was consistent across most jurisdictions, 
although the Australian Capital Territory (ACT) reported a significant drop in recent use, 
from 53 per cent in 2013 to 19 per cent in 2014. Despite this decrease, ACT respondents 
reported using LSD more frequently than in other jurisdictions, with a median of four 
days use in the previous six months, compared with two days use nationally.120

Although recent use of LSD remained stable, there was a significant decrease in reported 
recent use of psilocybin-containing mushrooms, from 27 per cent in 2013 to 21 per 
cent in 2014. Proportions of respondents reporting recent use were similar across all 
jurisdictions other than the Northern Territory, where it was much lower. Frequency of 
use was low nationally, with a median of two days use in the previous six months.121

Recent use of DMT by EDRS respondents remained stable at 14 per cent. The proportion 
of respondents reporting recent use varied across jurisdictions, from 30 per cent in 
Victoria to 8 per cent in the Northern Territory. DMT use was infrequent, with a national 
median of just one day’s use in the previous six months.

As with other niche drug markets, tryptamine users are active on social media, 
contributing to forums and websites to share experiences and source substances. 
Tryptamine use has long been associated with spiritual and/or religious rituals and 
regular users have forums dedicated to promoting it. LSD is predominantly self-sourced 
over the Internet or supplied by friends. Similarly, psilocybin-containing mushrooms are 
generally obtained for personal use or supplied in close circles, although there has been 
a recent prosecution for manufacture and supply of a commercial quantity. Given the 
nature of this market, which frequently includes experimentation with new chemicals for 
the manufacture of amphetamine-type stimulants, the Internet will continue to have a 
role in both supplying and promoting tryptamine use.

Intellectual property crime
Intellectual property (IP) is the term used to describe ‘the application of the mind to 
develop something new or original’.122 IP crime is a generic term that describes three 
types of crime markets—counterfeit goods, piracy and the theft of trade secrets.

119 ibid.
120 National Drug and Alcohol Research Centre 2014, Australian drug trends 2014—findings from the EDRS (Drug Trends 

Conference handout), NDARC, University of New South Wales, Sydney.
121 ibid.
122 IP Australia, ‘What is IP?’, Department of Industry and Science, Canberra, viewed 16 January 2015, <http://www.

ipaustralia.gov.au/understanding-intellectual-property/what-is-ip/>.
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Counterfeit goods
Technology has a key role in facilitating IP crime, making it easier to produce counterfeit 
goods that appear almost identical to genuine ones. The Internet has made online selling 
and purchasing of these goods a common practice. One report identifies that: 

‘it is with the trends of globalisation, the integration of markets and the rise of the 
Internet economy in recent decades that violations of Intellectual Property Rights (IPR) 
have become more widespread. Easy access to computers, the Internet and other 
technological developments facilitate the duplication of designs, labels, logos, packaging 
and documentation with speed, accuracy and relative anonymity’.123

Counterfeit goods continue to be imported into, and manufactured within, Australia, 
with the range of goods counterfeited continuing to expand in line with global trends.

Operations by international agencies give some idea of the global size of the market. 
INTERPOL conducted a one-month operation in parts of Eastern Europe in 2012 that 
resulted in the seizure of 7.3 million counterfeit goods.124 In the same year, the World 
Customs Organization stated that its members had reported nearly 980 separate brands 
being counterfeited. The three main product types counterfeited were accessories 
(15.8 per cent), clothing (14.8 per cent) and pharmaceutical products (10.2 per cent).125

In Australia in April 2013, the Commonwealth Intellectual Property Laws Amendment 
(Raising the Bar) Act 2012 came into effect. The amendments strengthen processes for 
seizure of counterfeit goods and allow the Australian Customs and Border Protection 
Service (ACBPS) to release more information to the rights holder for the genuine 
goods. This includes details of importers, exporters and others in the supply chain 
suspected of importing the goods. Such information was not immediately available to 
rights holders previously and should give increased scope for legal action. Additionally, 
importers of seized goods now have to make a claim for return of their goods, including 
providing information to enable the rights owner to locate the importer and initiate 
legal proceedings for the infringement. This closed a previous loophole that enabled 
importers of counterfeit or pirated goods to avoid prosecution and still retain the goods. 

Since this strengthened legislation was introduced, 99.9 per cent of seized goods 
suspected to be counterfeit have been forfeited; before these legislative amendments, 
only 25 per cent of the seized goods suspected to be counterfeit were forfeited.126

The ACBPS continues to make large seizures of counterfeit goods at the border (see the 
case study on page 54). In 2013–14, it made 3,427 separate seizures totalling just less 
than one million items.127 In 2012–13 there were 2,572 seizures totalling 513,814 items, 
which demonstrates a significant increase in the seizures of counterfeit goods.128

123 Hoorens, S, Hunt, P, Malchiodi, A, Liccardo Pacula, R, Kadiyala, S, Rabinovich, L & Irving, B 2012, Measuring IPR 
infringements in the internal market: development of a new approach to estimating the impact of infringements on 
sales, RAND Corporation, Cambridge, p. vii.

124 Newton, J 2013, ‘Introduction: Trafficking in illicit goods—an inclusive INTERPOL programme to combat all types of 
illicit trade’, in Anti-counterfeiting 2013—a global guide, INTERPOL, Lyon, p. 22.

125 World Customs Organization 2013, Illicit Trade Report 2012, WCO, Brussels, June 2013, p. 87.
126 Australian Customs and Border Protection Service 2014, Annual Report 2013–14, ACBPS, Canberra.
127 Hall, M 2014, ‘Nano tracer aims to consign fake goods to the reject pile’, Sydney Morning Herald, 2 December 2014, 

viewed 8 December 2014, <http://www.smh.com.au/it-pro/business-it/nano-tracer-aims-to-consign-fake-goods-to-
the-reject-pile-20141201-11xhh5.html>.

128 Australian Customs and Border Protection Service 2014, Annual Report 2013–14, ACBPS, Canberra.
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Most counterfeit goods seized at mail centres are of unknown origin and are suspected 
of being ordered online. As Internet and online trading can provide greater levels of 
anonymity, it is not known if those providing the counterfeit goods are organised crime 
groups or other criminal entities.

Despite the majority of Australian seizures being small and at mail centres, the size 
of sea cargo seizures, the diversity of goods counterfeited and the sophistication of 
deception methodologies suggest that organised crime is involved in the importation of 
counterfeit goods to Australia.

CASE STUDY 
LARGE SEIZURE OF COUNTERFEIT GOODS

The World Customs Organization and INTERPOL coordinate an annual international week 
of action under Operation Pangea, targeting organised crime involvement in the trade in 
counterfeit and illegal medicines purchased over the Internet. This year, ACBPS officers 
seized 51 packages containing over 21,000 units of counterfeit or illegal medicines at the 
Sydney and Melbourne international mail centres, after they had been posted from a 
range of overseas countries.1 For the 113 countries participating in this week of action, 
INTERPOL reported that 434 arrests were made worldwide and suspected counterfeit 
medicines worth more than US$36 million were seized.2

1 Australian Customs and Border Protection Service 2014, ‘ACBPS and TGA contribute to worldwide crackdown on 
counterfeit and illegal medicines’, media release, 25 May 2014, viewed 8 December 2014, <newsroom.customs.gov.
au/channels/Seizures-cargo-and-mail/releases/acbps-and-tga-contribute-to-worldwide-crackdown-on-counterfeit-
and-illegal-medicines>.

2 INTERPOL, ‘Operations’, viewed 8 December 2014, <http://www.interpol.int/Crime-areas/Pharmaceutical-crime/
Operations/Operation-Pangea>.
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Piracy
Reporting of organised crime involvement in the piracy of film, music, television and 
computer software continues internationally. Technology continues to make such piracy 
easier to conduct. For example, an industry study129 identified that online film and 
television piracy is increasing and that 29 per cent of Australian adults aged 18–64 have 
engaged in online piracy. It was noted that 24 per cent of 12–17-year-olds in Australia 
admitted using illegal websites to access pirated content, but this peaked with the 18–24 
age group, where 54 per cent were engaging in online piracy. Nevertheless, it was also 
reported that 60 per cent of adults aged 18–64 had never downloaded unauthorised 
television or movie content online.130

It remains likely that organised crime involvement in piracy of these products should 
decrease as consumers increasingly download them illegally from the Internet without 
paying. Already some law enforcement agencies have reported that the decrease in the 
number of detections of pirated copies of music, films, television programs and software 
has been greater than that observed for other unauthorised goods.

Although the piracy of music, film and television may be becoming less attractive to 
organised crime, industry reporting suggests that the pirated software market is still 
profitable. The Business Software Alliance estimates that the commercial value of pirated 
software increased from US$58.8 billion in 2010 to US$62.7 billion in 2013. The Business 
Software Alliance also calculated that, in 2013, Australia had a software piracy rate of 
21 per cent, which is below the global rate of 43 per cent.131

Trade secrets
Trade secrets provide a distinct business and economic advantage to the holder, and 
this makes them an attractive target for theft or misappropriation by corporations and 
governments. Trade secrets are valuable because they give some form of competitive 
advantage; with this in mind, some businesses do not apply for patents because they 
know that doing so makes their knowledge or processes public.

Theft of trade secrets is increasing as a concern globally. The real nature and scope of 
the problem from an Australian perspective is difficult to quantify, as victim companies 
remain reluctant to report such thefts.

129 Intellectual Property Awareness Foundation 2013, ‘New research: the first in-depth study on Australian teens and 
film and TV piracy—piracy not the ‘social norm’ in this age group, but almost 1 in 4 teens are active pirates’, media 
release, 30 September 2013, viewed 15 January 2015, <http://www.ipawareness.com.au/research/2014>; Bodey, M 
2014, ‘Australians who download illegally doing it more often’, Australian, 15 October 2014, viewed 5 March 2015, 
<http://www.theaustralian.com.au/business/media/australians-who-download-illegally-doing-it-more-often/story-
e6frg996-1227091652438>.

130 Intellectual Property Awareness Foundation 2014, 2014 research: online behaviour and attitudes of Australians to 
movie and TV piracy, viewed 9 December 2014, <http://www.ipawareness.com.au/research/2014>.

131 Business Software Alliance 2014, BSA Global Software Survey—in brief, The Software Alliance, June 2014, viewed 22 
January 2015, <http://globalstudy.bsa.org/2013/downloads/studies/2013GlobalSurvey_InBrief_a4.pdf>.
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In early 2013, the Director-General of the Australian Security Intelligence Organisation 
(ASIO) was quoted as saying: ‘Electronic intelligence gathering is being used against 
Australia on a massive scale to extract confidential information from governments, the 
private sector and ordinary individuals. It is used to steal intellectual property, all kinds 
of defence secrets, weapon designs and commercially advantageous information.’132 The 
media article in which the Director-General of ASIO was quoted also notes the Deputy 
Director of the then Defence Signals Directorate stating that at least 65 per cent of cyber 
intrusions have an economic focus.

Although theft of trade secrets is not new, current international economic volatility and the 
ongoing process of globalisation are likely to be key drivers in the expansion of this crime 
market. As Australia is an advanced economy increasingly reliant on knowledge-based 
industries, it is also likely that domestic businesses may be targeted as part of that expansion.

Intellectual property will increase in value as advanced economies transform, with the 
result that knowledge and ideas will become more tradeable as commodities. This 
development will see corporations and serious and organised crime groups continue to 
try to access and misappropriate intellectual property. The harm caused in these new 
economies could therefore become larger than is presently the case.

The economic costs resulting from IP crime include significant economic consequences 
through a loss of revenue and the need to invest resources to anticipate and prevent 
such crime. The loss of confidence in markets and brands has economic implications for 
producers and investors. International relationships and national security have also been 
affected by IP-related criminal activity.

Firearm trafficking
For this report, the criminal trafficking of firearms is defined as the movement of illegally 
owned, modified or manufactured firearms between market suppliers and organised 
crime. In Australia, there is no single group that dominates the sale and supply of 
firearms to the illicit market. Both organised crime groups and individual, lower-level 
criminals drive the demand for illicit firearms. Firearm enthusiasts with no previous 
criminal involvements can also influence demand by sourcing rare or specialised items 
from the illicit market because they cannot obtain these items through licit means.

Although there are direct links between firearm trafficking and other serious crimes—for 
example, the use of illegally obtained firearms in drive-by shootings—this section deals 
specifically with the issue of trafficking.

Organised crime will continue to acquire and use firearms as an enabler for their area of 
criminal business, whether it is to protect their interests or to commit acts of violence. 
Firearms—particularly short-arms—are more likely to be circulated between crime 
group members so that they can be used for intimidation and threats against rival groups 
and individuals; to protect their area of criminal operation; and for use in inter-gang or 
individual conflicts that stem from disputes in other criminal activities such as extortion, 
outstanding debts and drug repayments. Concealable firearms are also highly sought 
after by criminals for their portability.

132 Loye, C 2013, ‘It’s global cyber war out there’, Australian Financial Review, 2 January 2013.
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The ‘grey market’ and technical loopholes in legislation continue as historical methods of 
supplying and diverting firearms to the illicit market. Contemporary methods of supply 
include theft from licensed individuals and firearm dealers, or the illegal importation of 
firearms and parts.

The grey market is part of the illicit market and comprises primarily long-arms that 
were not registered or surrendered in accordance with the 1996 National Firearms 
Agreement. The grey market is the main source of rifles and shotguns in the illicit 
market; however, the majority of grey market firearms are believed to be held by ‘non-
criminals’. The large pool of long-arms in the grey market, and motivation by criminal 
entities to obtain firearms, make this a continuing source of supply.

There are also a very small number of individuals who domestically manufacture limited 
quantities of firearms—in particular, single-shot and sub-machine guns. In Australia, the 
illicit manufacture of small-calibre single-shot pen guns is a confirmed concern to law 
enforcement as they are reliable, concealable and effective in firing ammunition.

Recent years have seen the emergence of new threats in the illicit firearms supply to 
the market. Advances in technology have enabled an online black market for firearms 
and firearm parts, and ongoing developments in three-dimensional (3D) printing and 
computer-controlled milling have facilitated the creation of operative firearms.

Online purchasing of illicit firearms remains a threat. Peer-to-peer websites, such as 
Black Market Revisited and Agora, have enabled the trade in illicit firearms to operate 
freely, affording anonymity and offering secure online payment systems. Globally, law 
enforcement has been successful in shutting down darknet websites such as Silk Road; 
however, other darknet sites are quickly created to fill any void. Before being shut down, 
Silk Road had closed its site ‘The Armoury’—a website specifically designed to facilitate 
the trading of firearms, their components and ammunition.

3D printers and milling machines provide those seeking to do so with the capability to 
successfully create a functional firearm and/or parts. Digital mills are capable of carving 
firearm frames from aluminium. These frames—with no identifying serial numbers— 
have the potential to be produced for the illicit market. Currently, 3D-printed firearms 
may be of low quality, unreliable and expensive to produce; however, recent seizures 
of 3D-printed firearm parts demonstrate that software and hardware advances and 
decreased manufacturing costs may make 3D printing of firearms or firearm parts an 
increasingly viable option in the future.133 Accordingly, organised crime can be expected 
to adapt its uptake in line with improvements in these products.

The extent to which firearms and firearm parts are illegally imported into Australia, and 
are not detected at the border, is currently unknown. Historical trace data has shown 
proportionally low levels of importation when compared with other known methods of 
diversion. Increased use of the Internet and darknet websites, however, is likely to drive 
an increase in firearm importation, and pose a threat to border security (see the case 
study on page 58).

133 Australian Crime Commission 2014, ‘ACC submission to the inquiry into the ability of Australian law enforcement 
authorities to eliminate gun-related violence in the community’, ACC, Canberra.
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The social impacts of firearm trafficking are diverse and include the targeting of legitimate 
firearm owners and dealers for theft. Some Australian policing jurisdictions saw an increase 
in the number of registered firearms stolen within their regions in 2013–14.

The Australian Government is aiming to develop a National Firearms Interface (NFI) by 
2015, which will track the full life of a firearm, a capacity previously unavailable to law 
enforcement agencies. This will be achieved through a single shared record for each 
firearm and for each firearm licensed holder. The NFI allows input of events against 
a firearm nationally, with visibility of all movements from the time of importation or 
legal domestic manufacture, including information on status changes, criminal activity, 
destruction or exportation, thus providing a greater insight into the movement of a firearm.

In February 2015, the Australian Government passed the Crimes Legislation Amendment 
(Psychoactive Substances and Other Measures) Bill 2014 to introduce international 
firearms trafficking offences and implement mandatory minimum sentences of five 
years imprisonment for illegal firearms trafficking. The proposed laws extend the existing 
offences for cross-border disposal or acquisition of firearms.

CASE STUDY 
DARKNET IMPORTATION OF AN ILLICIT 
FIREARM1

In December 2013, a Victorian man was convicted of importing a semi-automatic hand 
gun and possessing ammunition, after the firearm and ammunition magazine were 
purchased from the darknet website Black Market Reloaded and imported into Australia 
from the United States, concealed in a karaoke machine.

Although it is not an offence to access darknet websites such as these, it is illegal to import 
controlled firearms into Australia that have been purchased from these darknet sites.

1 Australian Customs and Border Protection Service 2013, ‘Stay out of the firing line of online black markets’, ACBPS 
Newsroom, 14 December 2013, viewed 12 February 2015, <http://newsroom.customs.gov.au/channels/Firearms-and-
weapons/releases/stay-out-of-the-firing-line-of-online-black-markets>.
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High-profile firearm incidents will continue to elevate firearm-related violence to the 
forefront of public awareness, media headlines and political agendas. The systemic 
impact of firearm trafficking can include significant government expenditure, and 
notably legislative change and law enforcement and border protection responses, in an 
attempt to counter firearm trafficking.

Environmental crime
Australia is a biodiversity haven with pristine natural resources and endangered  
wildlife. Any organised crime exploitation of the Australian environment is therefore  
a significant threat.

As with most other crimes, the illicit nature of environmental crime, including the way 
in which those involved in this market try to commingle legal and illegal commodities 
and trade, makes it difficult to measure both the extent of environmental crime and the 
scope of organised criminal involvement in it.

Environmental crime can include:

 � illegal trade in wildlife

 � illegal harvesting of and trade in timber and other forest products

 � pollution caused by the dumping of hazardous waste, illegal discharge and e-waste

 � illegal trade in ozone-depleting substances

 � illegal, unregulated and unreported (IUU) fishing.

The diverse environmental crime market is often transnational in nature, with 
international and national environmental experts claiming that it is one of the most 
profitable and fastest-growing criminal markets.134 For example, in 2013 Europol 
assessed that 1 kilogram of rhino horn was valued at between €37,000 and €46,000, 
which was nearly twice the price of gold.135

Estimates of the value of the global environmental crime market vary widely. For 
example, the United Nations Environment Programme estimates that organised crime 
syndicates earn between US$20 billion and US$30 billion from environmental crime.136 
However, the Organisation for Economic Cooperation and Development—while 
acknowledging the difficulty of quantifying this crime market—estimates the global value 
to be around US$30–70 billion. The true value of this crime market is unknown.

134 Skinnider, E 2011, Victims of environmental crime—mapping the issues, International Centre for Criminal Law Reform 
and Criminal Justice Policy, Vancouver; Bricknell, S 2010, Environmental crime in Australia, Australian Institute of 
Criminology, Canberra; United Nations Environment Programme 2003, New initiative to combat growing global 
menace of environmental crime, 2 June 2003, viewed August 2013, <http://_www.unep.org/Documents.Multilingual/
Default.asp?DocumentID=321&ArticleID=4017>.

135 Europol 2013, SOCTA 2013, Europol, The Hague, p. 57.
136 Walters, R 2013, ‘Eco mafia and environmental crime’, in Carrington, K, Ball, MJ, O’Brien, E & Tauri, JM (eds), Crime, 

justice and social democracy, Palgrave Macmillan, London, pp. 281–94.
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A wide variety of actors commit environmental crime, ranging from opportunistic 
individuals through to sophisticated, well-organised crime groups and corporations. For 
example, the Australian illicit wildlife market is consistent with international markets 
and is based on opportunistic activity as well as complex networks involving suppliers, 
poachers, couriers, collectors and entrenched criminal syndicates.

Wildlife
The illegal wildlife trade in Australia is assessed as a small, niche transnational market. 
Organised crime groups are attracted to the profits to be made from illegal trade in 
wildlife, and are most likely to be involved in the high-value transactions.

A limited domestic market, coupled with high international demand for Australian native 
wildlife, suggests that Australia may be vulnerable to exploitation by both overseas and 
Australia-based criminal entities seeking to capitalise on this demand.

As well, the Internet is now a key enabler of illegal trade in wildlife, providing an 
unregulated and anonymous marketplace that introduces suppliers and collectors from 
around the world.

Illegal logging
Australia has been a destination country for illegal timber and this remains the case. New 
legislation passed in 2012 is designed to promote the trade in legally harvested timber 
and timber products. The Illegal Logging Prohibition Act 2012 (Cwlth) aims to reduce 
the harmful environmental, social and economic impacts of illegal logging. It is now a 
criminal offence to import illegally logged timber and timber products into Australia, or 
to process Australian raw logs that have been harvested illegally.

Hazardous waste
Hazardous waste includes any waste material that is toxic, flammable, corrosive, explosive, 
infectious or poisonous. Increasingly restrictive regulatory regimes relating to hazardous 
waste are raising the cost of compliance, providing an opportunity for organised crime to 
offer low-cost waste disposal solutions to legitimate businesses. This waste is subsequently 
disposed of illegally by the organised crime groups that provide the service.

Europol has identified both organised crime groups and legitimate businesses involved in 
the illegal trading of hazardous waste, with some of sufficient size and power to be ‘able 
to participate in large-scale illegal waste management and trafficking activities including 
manipulating tender processes and disposing of multi-ton amounts of waste’.137

Australia is reported to be one of the highest users of technology, making it a source 
country of e-waste production and vulnerable to illegal domestic dumping of e-waste.138 
It is likely that Australia will continue to be an exporter of hazardous waste, and e-waste 
in particular. This, combined with rising regulatory compliance costs, may lead to 
increased criminal activity in this market.

137 Europol 2013, Threat Assessment 2013, Europol, The Hague, November 2013, p. 10.
138 Australian Bureau of Statistics 2013, ‘Waste generated per person’, from Measures of Australia’s Progress 2010: is 

life in Australia getting better?, ABS, Canberra, viewed 12 March 2015, <http://www.abs.gov.au/ausstats/abs@.nsf/
Lookup/by%20Subject/1370.0~2010~Chapter~Waste%20per%20person%20(6.6.3)>.
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Ozone-depleting substances
The Montreal Protocol on Substances that Deplete the Ozone Layer is the global protocol 
that sets out a mandatory timetable for the phasing out of ozone-depleting substances. 
Ratified by 196 countries, the Montreal Protocol sets binding progressive phase-out 
obligations for developed and developing countries for all the major ozone-depleting 
substances, including chlorofluorocarbons, halons and less damaging transitional 
chemicals such as hydrochlorofluorocarbons. According to the protocol, all ozone-
depleting substances are to be phased out by 2030.

It is unclear if there is an illicit ozone-depleting substances market in Australia. However, 
globally, an illegal trade in ozone-depleting substances has been observed since the 
Montreal Protocol came into being. A recent United Nations Office on Drugs and Crime 
(UNODC) assessment139 noted that the Montreal Protocol had created conditions for 
an ozone-depleting substances black market, and that the trade exhibited evidence of 
transnational criminal networks spanning different continents and nationalities.

Illegal, unregulated and unreported fishing
IUU fishing refers to fishing that does not comply with national, regional or global 
fisheries conservation and management obligations. IUU fishing occurs in Australian 
waters when either domestic or foreign fishing vessels contravene Australian fishing 
laws and regulations. Deterrents, including surface and air surveillance, together with a 
national commitment to pursue infringements, will probably continue to keep this illegal 
activity at a low level.

Internationally, law enforcement agencies are increasingly acknowledging the 
significance of transnational environmental crime (including the resultant harms), as 
well as the involvement of organised crime. The UNODC, Europol and INTERPOL have 
all initiated projects, resolutions or threat assessments to address environmental crime. 
For example, since late 2011, INTERPOL has developed five projects covering different 
elements of environmental crime. Two of these projects—Project Eden, targeting the 
illegal trading and disposal of waste, and Project Scale, which aims to detect, suppress 
and combat fisheries crime—were initiated in 2013. The European Union Serious and 
Organised Crime Threat Assessment 2013 also identified environmental crime as one of 
the emerging threats requiring intensified monitoring.

The direct harm from environmental crime is damage to the environment and wildlife. 
Environmental crime damages the environment by polluting and depleting natural 
resources and by compromising the survival of native and introduced flora and fauna. 
Environmental harm also damages the health of communities and individuals and has 
a detrimental effect on stability of the labour market in tourism, environment and 
sustainable industries.

139 United Nations Office on Drugs and Crime 2013, Transnational organized crime in East Asia and the Pacific: a threat 
assessment, UNODC, Vienna, April 2013.
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CRIMES IN THE MAINSTREAM 
ECONOMY
Card fraud
Card fraud is defined as the fraudulent acquisition and/or use of debit and credit cards, 
or card details, for financial gain.

Card fraud may involve:

 � application fraud—the acquisition of legitimate cards from financial institutions by 
using false supporting documentation

 � card theft or card-not-received fraud—the theft of legitimate credit and debit cards 
before the designated customers receive them

 � card-not-present fraud—the use of acquired card details to make purchases over the 
phone or Internet, so the card does not need to be physically presented

 � card skimming—the illegal copying of card details from a card’s magnetic stripe at 
automatic teller machines (ATMs) or at point of sale, which can then be used to 
create counterfeit cards

 � the creation and use of counterfeit cards—the production and use of fake 
credit cards, with card details skimmed or acquired from the legitimate cards of 
unsuspecting victims

 � phishing—the acquisition of customer card or account details through deceptive 
emails aimed at tricking the customer into providing information to enable illegal 
account access

 � hacking—the acquisition of personal and account details by gaining illegal access to 
company databases to steal customer financial data.



63

ORGANISED CRIME IN AUSTRALIA 2015 
AUSTRALIAN CRIME COMMISSION

The card fraud market continues to be dominated by overseas-based groups. Many 
groups are based overseas and travel to Australia to conduct specific card fraud 
offences—for example, conducting shopping trips with fraudulent cards or skimming 
ATMs for card details.

Card-not-present fraud
The incidence of card-not-present fraud continues to rise, and it is the most prominent 
form of card fraud, reportedly accounting for 72 per cent of all card frauds in Australia in 
2013. The Australian Payments Clearing Association (APCA) reported a rise in card-not-
present fraud on Australian cards in the 2013–14 financial year, from A$199.2 million to 
A$256.1 million. Sixty-six per cent of this fraud on Australian cards occurred overseas.

Over the four years until December 2013, there was a 67 per cent increase in card-not-
present fraud, which may be in parallel with the 140 per cent growth in online shopping 
over the same period.140

Skimming
APCA reports that counterfeit/skimming fraud has increased from A$37.0 million to 
A$42.0 million over the 12 months to June 2014. However, this is still much lower than 
the peak of A$66.0 million in 2011. This increase is reported to be influenced by the rise 
in the incidence of ATM skimming over the period.141

Lost/stolen card fraud
APCA has also reported that lost and stolen card fraud on Australian cards increased 
from A$30.5 million to A$33.1 million over the 2013–14 financial year. The majority of 
this increase is attributable to fraud taking place on Australian cards used in overseas 
banking systems; however, fraud occurring on Australian cards used within the Australian 
banking system has decreased.142

Australia is one of the countries leading the adoption of contactless payments. The 
system was introduced as recently as 2007, but there are now about 100 million 
contactless payments on credit/debit cards every month. The rapid uptake of contactless 
payments in Australia is likely to attract serious and organised crime groups involved in 
card fraud. Contactless payments are more secure than magnetic stripe card technology, 
which remains an easy and lucrative way to facilitate serious and organised card fraud. 
However, with the gradual phasing out of magnetic stripe technology, the exploitation of 
contactless payments will become more attractive to serious and organised crime.

140 Australian Payments Clearing Association 2014, ‘Payments fraud trends a reminder to take care when Christmas 
shopping online’, media release, 9 December 2014, viewed 8 January 2015, <http://apca.com.au/docs/2014-media-
releases/Payments-fraud-trends-a-reminder-to-take-care-when-Christmas-shopping-online.pdf>.

141 ibid.
142 ibid.
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Mail theft
In the past two years, the incidence of theft of cards from the mail has increased, with 
a particular increase observed since early 2013. It is possible that improved security 
measures such as card chip and personal identification number (PIN) security have led 
less-sophisticated criminal entities to revert to stealing genuine cards. The introduction 
of contactless payment cards may also have led to an increase in less-sophisticated 
criminals stealing cards from the mail. The ability to use these cards to purchase goods 
without having to provide a PIN or signature leaves them susceptible to small-scale card 
fraud, as transaction and daily amount limits reduce the potential for large-scale fraud.

Technology
Technology is a significant enabler of card fraud, facilitating both the theft of details 
and the sale of fake cards and personal information. Advances in technology continue 
to influence how card fraud is conducted. The ability of organised crime to hack into 
corporate datasets and steal banking details remains a key threat. As the amount of 
personal information placed or stored online increases, this threat is likely to increase.

Darknets continue to facilitate card fraud. One site identified by law enforcement in 
Australia was selling cards for 8 cents, card code verifications (CCVs) for $8, and other 
card details, including billing addresses, for $80. At one point, 14,000 users were known 
to be accessing the site.

Technology-based improvements in ATM, EFTPOS and card security will also continue 
to influence card fraud methodologies used by serious and organised crime groups. 
As technology continues to enhance security features, organised crime will develop 
countermeasures. Organised crime groups that remain involved in card skimming are 
displaying increased sophistication in their methodologies. For example, they are now 
installing skimming devices within ATMs that are not detectable by either the customer 
or the ATM owner. Criminal groups are also targeting specific service industries to 
compromise card data.

The use of Internet-capable mobile devices to conduct financial transactions has 
increased over recent years and will continue to increase. This increased use, combined 
with expanded device functions, such as the capability to conduct Internet banking and 
other online transactions, is likely to be exploited by organised crime.

Although APCA has assessed that the card fraud rate in Australia was one-third less than 
that of the United Kingdom in 2013,143 assessments of the size of the card fraud market 
based on reported card fraud figures are likely to underestimate the market size. Individuals 
who have been the victim of card fraud report that fraud to their financial institution rather 
than to police, and these financial institutions are reluctant to provide details of their full 
exposure to card fraud. Independent surveys may present a more accurate assessment. In 
one survey conducted in late 2012, 31 per cent of Australian respondents indicated that 
they had been a victim of card fraud in the previous five years.144

143 ibid.
144 Inscoe, SW 2012, Global consumers react to rising fraud: beware back of wallet, Aite Group LLC, Boston.
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Though individuals can be inconvenienced financially by card fraud, more enduring 
harm may be caused to personal credit ratings, identity and privacy. This may extend to 
emotional stress and fears for personal safety.

Card fraud, while harming the banking sector in the first instance, ultimately harms bank 
customers to whom the losses associated with card fraud are passed on as increased 
costs for banking services. Card fraud also damages commercial reputations and can 
disrupt business operations when payment facilities or information technology systems 
are compromised, particularly by skimming or hacking. Furthermore, card fraud can 
increase business costs and make the allocation of resources more complex or more 
burdensome for a business when it seeks to balance the uptake of anti-fraud practices 
against other operational priorities.

Revenue and taxation fraud
Revenue and taxation fraud involves the intentional and dishonest evasion of taxation 
obligations. The Australian Taxation Office (ATO) is responsible for the administration 
of tax products, which include income tax, goods and services tax (GST) and excise. 
Revenue and taxation fraud has the potential to reduce revenue collected and refunds 
paid, undermine self-assessment and voluntary compliance, which underpins the 
taxation system, and affect public confidence in the integrity of tax administration.

Organised crime entities exploiting the Australian taxation system are increasingly 
using complex and sophisticated organisational structures, making these entities less 
recognisable and harder to detect. There are four main ways in which organised crime 
perpetrates revenue and taxation fraud in Australia:

 � tax refund fraud

 � tax evasion schemes

 � phoenixing schemes

 � abusive use of trust structures.

There is clear evidence of the involvement of organised crime groups in the commission 
of tax refund fraud, including the emergence of transnational elements.

Examples of identified organised crime involvement in fraud on the taxation system are:

 � large-scale property development projects involving multiple GST-registered businesses 
conspiring together to defraud the GST system through a series of false invoices

 � exerting influence over tax agents and illegally accessing tax agent systems and 
information to perpetrate fraud

 � attacks through the tax agent portal

 � an increase in the theft of information from tax agents and employers (as reported to 
the ATO by those affected), where this information can be used for Business Activity 
Statement refund fraud and false payment summaries used for income tax fraud
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 � the provision of labour hire services to industries using invalid contractor 
arrangements and unsubstantiated or exaggerated claims to avoid tax and other 
employer obligations, coupled with phoenix-like tactics in an attempt to avoid 
compliance action

 � the lodging of false or fraudulent tax refund claims.

Refund fraud is very frequently enabled by identity crime. In particular, organised crime 
groups involved in revenue and taxation fraud have been lodging false returns that use 
the identities of those who have entered Australia on short-term visas.

Organised crime groups continually adapt their business models to explore low risk, high 
profit opportunities, including the use of sophisticated information technology expertise 
to perpetrate extensive attacks on information contained in government systems. These 
sorts of cyber attacks are aimed at harvesting taxpayer details such as tax file numbers 
and Australian Business Numbers, or at gaining illicit access to tax agent portals to 
perpetrate taxation fraud.

Professional facilitators working on behalf of organised crime remain a risk, with criminally 
complicit tax agents who engage in taxation fraud able to cause particular harm because of 
their expert knowledge of the taxation system, the taxation information they possess, and 
the level of access that they have to online services provided by the ATO.

Offshore tax evasion and fraud arrangements are becoming more complex, involving 
multiple layers of entities, havens and funds flows (see the case study on page 67). These 
arrangements are intended to illegally reduce taxable income, increase tax deductions 
against income, or avoid tax entirely. Professional facilitators, such as accountants and 
solicitors, are particularly valuable to organised crime and high-net-worth individuals in 
implementing these schemes.

Fraudulent phoenix activity also threatens the integrity of the tax revenue and 
superannuation systems. Phoenix fraud occurs when a company is intentionally placed 
into administration or liquidation to avoid payment of taxes and superannuation 
guarantee and/or other employee entitlements. A new company is then created to 
carry on the same or a similar business, typically with the same ownership. Fraudulent 
phoenixing activities deprive the community of necessary funds for essential services, 
and provide phoenix operators with an unfair competitive advantage over businesses 
operating legitimately in the same sector and meeting their tax and employee 
entitlement obligations.

The ATO reports that many of the individuals associated with fraudulent phoenix 
companies are known to be, or are suspected of being, criminals and/or are associated 
with criminal organisations spanning state, territory and sometimes national boundaries.
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Abusive trust fund schemes continue to be used by organised crime to hide criminal 
wealth, with the key advantage of trusts being their lack of transparency to regulators, 
allowing the beneficial owners of the funds in trusts to remain anonymous.

The harm from revenue and taxation fraud can be measured in the amount of tax 
dollars forgone to national revenue collection. Although this makes the government the 
ostensible victim of revenue and taxation fraud, revenue and taxation fraud affects the 
entire Australian community, reducing the tax revenue available to provide government-
funded public services, including infrastructure, transport, health services and education.

The tangible harms of revenue and taxation fraud are therefore measured less in dollars 
and more in the level of resources ultimately available to support societal wellbeing and 
social organisation.

67

CASE STUDY 
USE OF OFFSHORE ENTITIES TO EVADE TAX 
FROM THE SALE OF AUSTRALIAN STOCK 
EXCHANGE (ASX)-LISTED SHARES

Australian taxpayers who were clients of a well-known promoter used the services 
of an offshore service provider (OSP) located in Samoa to create controlled entities 
in jurisdictions such as Samoa, the British Virgin Islands, Cayman Islands, Gibraltar, 
Singapore, Switzerland, Ireland and the United Kingdom in an attempt to obfuscate 
residency status, and to create layers between share trading profits and beneficial 
ownership. The promoter used the services of Samoan entities, including a private bank 
and a trust, to establish entities on behalf of clients in these jurisdictions.

These entities provided nominee shareholders and directors to conceal true ownership 
and traded on the ASX on behalf of their nominees. Funds were often ‘parked’ overseas 
in the guise of insurance products, using the services of an offshore insurance company. 
When funds were repatriated, it was in the guise of loans, which were also used to 
generate false deductions for interest expenses. Loan draw-downs equalled the amount 
of interest payable.
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Illegal tobacco
Organised crime remains entrenched within the illegal tobacco market in Australia. It 
continues to perceive involvement in this market as a low risk, high profit enterprise.

The illegal tobacco market in Australia is supplied almost entirely by overseas-sourced 
product. Tobacco being smuggled into Australia to supply the illegal tobacco market 
comes in three forms:

 � unbranded (‘chop chop’)—illicit tobacco sold as loose leaf or in tubes

 � counterfeit—a copy of a particular product, carrying a trademark without the 
permission of the trademark owner, and sold for a price much lower than the legal 
product

 � contraband—any cigarettes, counterfeit or legal, imported illegally and sold without 
the payment of applicable duties.

Included in the category of contraband are ‘cheap whites’, also known as ‘illicit whites’. 
These are cigarettes that have been produced legally in a factory with the approval 
of a licensing authority in an overseas jurisdiction, but that do not meet the product 
standards required in the jurisdiction in which they are eventually sold. Legitimate 
tobacco companies operating in the legal tobacco market in Australia have claimed 
that ‘illicit whites’ are a rapidly growing feature of the illegal tobacco market, with the 
Manchester brand the largest illicit white brand in Australia.

All of the three forms of tobacco product, when smuggled into Australia without duty 
being paid, are illegal. Organised crime seeks to make a significant profit from the 
importation of both genuine and counterfeit product.

Sea cargo has traditionally been the primary importation method (see the case study 
on page 69). In 2013–14, there was an increase of almost 7 per cent in the number of 
detections of illegal tobacco through this stream. However, the equivalent in total weight 
of tobacco seized from sea cargo had decreased by about 14 per cent: 296 tonnes in 
2013–14, down from 343 tonnes in 2012–13. At the same time, there was a significant 
increase in the number of detections of undeclared cigarettes through the international 
mail and air cargo streams. The decrease in the total weight of detections in sea 
cargo during this period indicates a shift in smuggling methodology, where there is a 
corresponding increase in detections through the air and postal streams of smaller, more 
frequent shipments.145 There are indications that those groups involved in the market 
are highly networked and that they have made significant effort to gain a knowledge of 
Customs procedures, priorities and detection limitations.

145 Australian Customs and Border Protection Service 2013, Annual Report 2013–14, ACBPS, Canberra, pp. xi, 26.
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Since the closure of the legal domestic tobacco production industry in 2006, there has 
been an ongoing decline in the supply of domestically grown tobacco to the illegal 
market. However, in May 2014, the Australian Taxation Office Operation Garnet search 
warrants, with the assistance of the Australian Federal Police, resulted in the largest-
ever seizure of illegal locally grown tobacco, located in regional Victoria. About 350,000 
mature tobacco plants were seized, which were estimated to have an excise value of 
A$15 million.146

It is highly likely that the illegal tobacco market will remain attractive for serious and 
organised crime groups because of the very large profits that can be made with very low risk.

Tobacco consumption is widely recognised as a major cause of preventable death and 
disease in Australia, with smoking responsible for more drug-related hospitalisations and 
deaths than alcohol and illicit drugs combined.147 Smoking is known to greatly increase 
the risk of many cancers, cardiovascular disease, chronic obstructive pulmonary disease 
and other respiratory diseases, peripheral vascular disease and many other serious 
medical conditions. Exposure to second-hand smoke also causes disease and premature 
death in adults and children who do not smoke.

146 Australian Taxation Office 2014, ‘ATO rolls illegal tobacco’, media release, 4 May 2014, viewed 8 January 2015, 
<https://www.ato.gov.au/Media-centre/Media-releases/ATO-rolls-illegal-tobacco>.

147 Department of Health and Ageing 2012, National Tobacco Strategy 2012–2018, DOHA, Canberra.
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CASE STUDY 
SEIZURE OF 2 TONNES OF ILLICIT TOBACCO1

In September 2014, the Australian Customs and Border Protection Service seized about 
2.2 tonnes of undeclared loose tobacco, located in a sea cargo container entering 
Australia at the Port of Melbourne.

The illegal tobacco was concealed in aluminium foil packages labelled ‘Pandan Tea’ and 
originated in Vietnam. The revenue that would have been evaded by this attempted 
illegal importation is estimated at almost A$1.5 million.

1 Australian Customs and Border Protection Service, ‘ACBPS stops over two tonnes of illicit tobacco at the border’, 
ACBPS Newsroom, 18 September 2014, viewed 12 February 2015, <http://newsroom.customs.gov.au/releases/acbps-
stops-over-two-tonnes-of-illicit-tobacco-at-the-border>.
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Superannuation fraud
Australia’s very large pool of compulsory superannuation savings, totalling 
A$1.62 trillion,148 makes it an attractive target for organised crime. The superannuation 
industry in Australia encompasses a complex array of fund types, ranging from ‘do-it-
yourself’ funds—or self-managed superannuation funds (SMSFs), which are regulated by 
the Australian Taxation Office (ATO)—to large industry and retail funds that are overseen 
by the Australian Prudential Regulation Authority (APRA). Because of the inherent 
complexities of this industry, a range of opportunities exist for fraud, including the theft 
of contributions and fund assets, fraudulent fund investments, non-existent schemes 
and excessive fees charged by advisers.

There are a number of factors that make the Australian superannuation sector 
particularly attractive to organised crime: 

 � There is a very large pool of compulsory superannuation savings, with an incremental 
increase in compulsory contributions to 12 per cent due by 2019.

 � Many Australians are disengaged from their superannuation, rarely checking the 
balance or performance of their fund, which increases the risk that detection of any 
fraud will only occur upon retirement.

 � The complex nature of superannuation regulation in Australia, in which different 
regulatory bodies, including the Australian Securities and Investments Commission 
(ASIC),149 APRA and the ATO all have separate and distinct roles, makes it difficult to 
trace malfeasance in the sector.

The Australian superannuation industry is broadly segmented into funds regulated 
by APRA, including industry funds, corporate funds, retail funds and public sector 
funds, and SMSFs regulated by the ATO. Sixty per cent (or A$970 billion) of the total 
Australian superannuation industry investments are held in APRA-regulated funds, while 
A$506 billion or 31 per cent are held in SMSFs and the remainder are in public sector 
funds and other schemes.150

These investments are equivalent to about 120 per cent of the Australian share market 
capitalisation and 90 per cent of Australia’s annual gross domestic product (GDP).151 
Australian superannuation is expected to achieve continued growth as a result of the tax 
advantages pertaining to it and the compulsory nature of the Superannuation Guarantee, 
and will accumulate almost A$7 trillion (130 per cent of GDP) over the next 25 years.152 

148 As at 9 January 2014.
149 ASIC’s role in connection with the superannuation industry is in relation to regulation of the licensing of financial 

service providers.
150 Australian Prudential Regulation Authority 2014, Annual Superannuation Bulletin, June 2013, issued 9 January 2014, 

viewed 13 January 2014, <http://www.apra.gov.au/Super/Publications/Documents/Revised%202013%20Annual%20
Superannuation%20Bulletin%2005-02-14.pdf>.

151 KPMG 2012, Evolving superannuation industry trends, November 2012, viewed 16 December 2013, <www.kpmg.com/
AU/en/IssuesAndInsights/ArticlesPublications/Documents/evolving-superannuation-industry-trends.pdf>.

152 Australian Government Budget 2012–13, Budget Paper, viewed 16 December 2013, <www.budget.gov.au/2012-13/
content/bp1/html/bp1_bst4-03.htm>.
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Therefore the Australian superannuation industry is a major contributor to the Australian 
financial sector and is a source of wealth attractive for targeting by opportunistic 
individuals and organised crime.

Some of the organised crime networks identified as targeting the Australian market 
have committed similar frauds in numerous overseas jurisdictions and—because of their 
complex global networks of professional advisers, their level of sophistication and their 
ability to adapt their activities in line with regulatory changes—have remained resistant 
to law enforcement and regulatory agency intervention.

Traditionally, SMSFs have been more attractive for fraudulent exploitation than APRA-
regulated funds as they are self-managed and not prudentially regulated, with ultimate 
responsibility and risk associated with investments residing with individual trustees and 
members. The fact that SMSFs hold, on average, the largest balance of superannuation 
assets provides an opportunity for low-volume, high-impact fraud on individual funds 
that may be managed by financially inexperienced individuals.

The defrauding of SMSFs aside, these fund types may also be attractive to organised 
crime as a vehicle for money laundering, as criminals can easily mask large transfers into 
their funds as ‘legitimate’ investment activity. However, the effectiveness of SMSFs as 
an investment vehicle to launder significant amounts of funds is limited by contribution 
caps and benefit payment restrictions.

Recent investigations and intelligence have shown particular similarities in the 
commission of superannuation frauds. These include:

 � the use of trusted professionals such as financial planners, who are complicit in the 
fraud

 � the deliberate use of investment structures that are complex, multi-layered and 
opaque, and in foreign jurisdictions

 � increased use of technology and cybercrime

 � the resilience of the syndicate to international law enforcement and regulatory 
agency intervention.

The need for individuals to rely on professional advisers in the superannuation sector 
continues to grow because of ongoing increases in the complexity of the rules and 
regulations affecting this sector. These advisers are at risk of being exposed to coercion 
or exploitation by organised crime because of their in-depth knowledge of the industry 
and their ability to exploit loopholes in controls.

As SMSFs and APRA-regulated superannuation funds transition more to the online 
environment, there is potential for superannuation funds to fall victim to high-tech 
crime. With online processing systems, superannuation funds may fall victim to 
phishing and key logging scams. Cloud computing and storage of the financial details of 
individuals in the cyberspace environment may also represent a risk.
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Stronger Super reforms commenced in July 2013 and included a number of reforms 
to strengthen the governance, integrity and regulatory settings of the superannuation 
system, with particular focus on SMSFs. The reforms included measures to give the 
ATO powers to address wrongdoing and non-compliance by SMSF trustees, capturing 
rollovers to SMSFs as a designated service under the Anti-Money Laundering and 
Counter Terrorism Financing Act 2006, and establishing a register of SMSF auditors 
(administered by ASIC).

Further, regulatory safeguards such as the SMSF Member Verification System initiatives 
provide more certainty and transparency in the SMSF registration and rollover process. 
This is in addition to recent enhancements to the ATO’s registration and screening 
systems and the provision of specific instructions from APRA to funds on rollover 
procedures. These reforms have significantly reduced instances of large-scale illegal early 
release schemes conducted using SMSFs.

Because of the large amount of funds involved, infiltration of the Australian 
superannuation system by organised crime, and the associated losses through fraudulent 
activity, would result in more people relying on the social security system in their 
retirement. With the Australian tax base supported by a lower proportion of workers 
compared with retirees, significant increases in the demand for government pensions 
would have serious economic implications for the government.

Significant and continued financial losses in this sector could also lead to a lack of 
confidence in the Australian financial system broadly, and in superannuation in 
particular, leading to a withdrawal of investors from the sector.

Investment and financial market fraud
Australia remains an attractive target for domestic and overseas-based organised crime 
involved in investment and financial market fraud because of its comparatively stable 
economy and Australian investors’ high subscription to share purchases.

Further, the movement of organised crime in Australia from traditional illicit markets 
such as drugs to the investment and financial fraud market may be attributable to a 
perceived lower risk of detection and the substantial illicit profits to be earned.

Investment and financial market fraud, in the context of this report, refers collectively to 
the following types of frauds that target Australians:

 � fraudulent investment schemes, such as boiler-room fraud153 (also called cold-call 
investment fraud) and Ponzi schemes,154 which attract victims with promises of high 
financial returns and claims of low risk investment strategies

153 Boiler-room fraud refers to the unsolicited contacting of potential investors who are deliberately given fraudulent, 
false, misleading or deceptive information designed to entice them to buy, sell or retain securities or other 
investments.

154 A Ponzi scheme is a type of fraud that uses money from new investors to make interest payments to earlier investors. 
These schemes typically offer high rates of return and fail when no new investors can be found.
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 � manipulation or exploitation of the legitimate share market to artificially raise or 
lower the price of securities for financial benefit—for example, ‘share ramping’ or 
‘pump and dump’155 schemes

 � exploitation of financial securities156 to commit fraud or launder or conceal the 
proceeds of crime—for example, off-market share transfers and fraudulent share 
schemes.

Investment fraud
Investment fraud can be a complex, sophisticated and transnational activity that 
generates significant illicit profits with minimal risk of disruption, making it attractive to 
organised crime.

The extent of organised crime involvement in investment fraud, such as boiler-room 
activity, targeting Australia remains difficult to determine, particularly where those 
groups are based offshore. Compounding this difficulty is the fact that victimisation 
from investment fraud is understood to be under-reported, as victims either are too 
embarrassed to report their losses or do not realise that they have been defrauded. It is 
noted that some boiler-room frauds promote investment in fraudulent superannuation 
schemes or defraud individuals of money that they invest under the auspices of their 
self-managed superannuation funds (SMSFs).

Task Force Galilee157 found that the Australian victims of boiler-room investment frauds 
saw the schemes as attractive because of the economic climate at the time, in which 
returns on traditional investments, such as Australian shares and property, were very low 
and investors were seeking higher-yielding investment opportunities.

The majority of investment fraud, such as boiler-room activities, targeting Australians is 
currently understood to be perpetrated from bases offshore. A new domestic investment 
fraud threat however, has recently been identified. Although law enforcement 
investigations have traditionally shown that organised criminal entities promoting 
fraudulent investment schemes in Australia do so without holding an Australian  
Financial Services (AFS) licence,158 in recent cases, organised crime entities have been 
identified seeking to obtain AFS licences in order to give an appearance of legitimacy to 
an illegal undertaking. Unsuspecting investors may believe that due diligence has been 
performed by regulators in the granting of the licence, and that any money they invest 
will therefore be ‘safe’.

155 A ‘share ramping’ or ‘pump and dump’ scheme involves the use of false and misleading information to generate 
investor trading interest to ‘pump’ up the price of a company’s shares. These schemes differ from classic market 
manipulation because of the use of false and misleading information to affect share prices. The schemes differ from 
insider trading as they do not involve the illegal use of inside information.

156 The large numbers of securities on offer in Australia include shares, bonds, derivatives and managed funds.
157 Task Force Galilee was a multi-agency taskforce established to combat and prevent serious and organised investment 

fraud targeting the Australian community.
158 In order to provide financial services to Australian residents, the provider of the services must hold an AFS licence 

issued by ASIC or be an authorised representative of a holder of an AFS licence.
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Regulation in the area of providing financial advice has tightened, but the AFS licensing 
process still has limitations. Although regulators conduct probity checks, which include 
police checks and bankruptcy searches on applicants for an AFS licence, it may be 
difficult to establish previous involvement in fraudulent activity either in Australia or in 
international jurisdictions.

Sectors and industries, such as the mining and resources sector and the biotech and 
pharmaceutical industries, are vulnerable to investment fraud backed by organised 
crime. One of the attributes of these sectors and industries that make them attractive 
for infiltration by organised crime involved in investment fraud is the speculative nature 
of capital raisings. Because of the number of years that it can take from proof of concept 
stage to establishing a viable operation, it is very difficult for investors to determine 
whether or not a promoted product is fraudulent.

Financial market fraud
Recent law enforcement investigations indicate that organised crime is increasingly 
involved in financial market fraud. Some of these frauds are transnational, with separate 
networks in different jurisdictions.

Project Wickenby159 investigations have increased the level of understanding of the  
risks posed to Australian investors by the abusive use of the securities market and 
secrecy jurisdictions. Of primary concern is the opacity of the beneficial ownership of 
Australian-listed shares, which provides the opportunity for organised crime entities 
to hide their involvement in fraudulent and other illegal activities, including money 
laundering and tax evasion.

Given the size of the global foreign exchange market, the volume of transactions, the 
lack of regulation and the volatility of the market, investment fraud syndicates are likely 
to see the foreign exchange market as a vehicle for defrauding investors globally. The 
United States Commodity Futures Trading Commission reports that it has witnessed a 
sharp rise in foreign exchange trading frauds in recent years. The perpetrators of these 
frauds have been seen to use ‘wealth creation’ webcasts, webinars, podcasts, emails 
and other online seminars on the Internet to solicit clients worldwide. One scheme in 
particular accepted at least US$53 million from at least 960 clients worldwide, including 
investors in Australia.160

Globalisation and innovation will continue to result in the creation of new investment 
products, services and technologies that may be used to facilitate investment and 
financial market fraud in the future.

159 Project Wickenby is a cross-agency taskforce designed to strengthen national law enforcement and Australian 
Taxation Office (ATO) compliance activities against taxation fraud. Led by the ATO, Project Wickenby includes the 
Australian Crime Commission, the Australian Federal Police, the Australian Securities and Investments Commission, 
the Attorney-General’s Department, the Australian Transaction Reports and Analysis Centre, the Australian 
Government Solicitor and the Commonwealth Director of Public Prosecutions.

160 United States Commodity Futures Trading Commission, Release: PR6353-12, 19 September 2012, viewed 9 January 
2014, <http://www.cftc.gov/PressRoom/PressReleases/pr6353-12>.
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Investment and financial market fraud can undermine the integrity and reputation of 
financial markets and discourage international investment in Australian securities, which 
in turn adversely affects the Australian economy.

At the social level, harm is caused by the financial hardship incurred when victims are 
manipulated to invest their money in a fraud. The end result for victims can include 
chronic financial insecurity; depletion of personal wealth; sudden reliance on welfare; 
housing problems and even homelessness; mental illness; and, in extreme cases, self-
harm and suicide. Investors who lose money that is uncompensated may come to lack 
confidence in the financial system and distrust government and regulators, and may be 
less likely to participate in the financial system in the future, which also has an impact on 
the economy.

Visa and migration fraud
Visa and migration fraud is an illicit market that has not previously been addressed in 
Organised Crime in Australia 2013. Collaborative work between the Australian Crime 
Commission and the Department of Immigration and Border Protection has identified 
that organised crime has infiltrated and exploited the visa and migration fraud market, 
and will continue to do so. Visa and migration fraud may be linked to human trafficking 
or maritime people smuggling, both of which are dealt with in the ‘Crimes against the 
person’ section of this report.

Visa and migration fraud occurs when a visa is issued on fraudulent or false grounds. It 
occurs in two main forms:

 � The use of legitimate visas obtained fraudulently—where visa recipients, or agents 
acting on their behalf, make false claims to meet visa requirements. Both permanent 
and temporary visa classes are used to gain unlawful entry into Australia, including 
partner visas, Electronic Travel Authorities, skilled temporary migration (457) visas, 
student visas, working holiday makers and tourist visas.

 � The use of illegitimate or illegal visas and passports (document fraud).

Visa and migration fraud can be complex, systemic and organised, involving a range of 
complicit individuals—including the applicants themselves—and other entities such as 
registered migration agents and business operators.

Significant profits can be made from visa and migration fraud, with facilitators arranging 
entry to and/or stay in Australia on visas obtained on fraudulent or false grounds. 
Organised crime groups and other known criminal entities are exploiting vulnerabilities 
associated with some visa subclasses, and are using false or fraudulent documentation 
to fulfil visa requirements. Visa and migration fraud is being used by organised crime as a 
means of obtaining cheap labour and potentially expanding their criminal networks; this 
is done by facilitating unlawful entry, visa extensions and employment for individuals, 
while extorting, underpaying and exploiting employees.
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Some registered migration agents use their detailed knowledge of Australian visa and 
migration processes to exploit vulnerabilities in the system to facilitate unlawful entry 
into Australia, and make significant profits by charging inflated fees for services.

Visa and migration fraud has the potential to pose a significant threat to Australia’s 
migration system. It is also a possible threat to Australia’s national security, given that 
true identities are often difficult to establish when individuals arrive in Australia with 
fraudulent documentation and false identities.
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CRIMES AGAINST THE PERSON
Human trafficking and slavery
Human trafficking is the act of recruiting, transporting, transferring, harbouring or 
receiving a person by means of the threat or use of force, deception, coercion or abuse 
of power, for the purpose of exploitation, including sexual and labour exploitation, and 
the harvesting of body organs.

Human trafficking is a very different crime from people smuggling. In Australia the 
term ‘human trafficking and slavery’ is used to encompass a range of crimes, including 
those in which a person is moved domestically or transnationally for the purposes 
of exploitation, as well as those in which a person already in Australia is subjected to 
exploitative practices such as slavery and slavery-like practices, including servitude, 
forced labour and forced marriage. The link between these crimes is that a person’s 
freedom and ability to make choices for themselves are substantially constrained, 
whether that is because of the use of coercion, threat or deception, or because the 
powers of ‘ownership’ have been exercised over them. In contrast, people smuggling is 
the organised, irregular movement of people across borders, usually on a payment-for-
service basis, and does not usually involve the ongoing exploitation of the victim by the 
offender.

The clandestine nature of human trafficking, along with probable high levels of under-
reporting and low levels of recognition, including through self-identification, means that 
there is little reliable data about the nature and extent of human trafficking at a global, 
regional or domestic level. However, there is general consensus that human trafficking 
affects almost every country in the world, whether as a source, transit or destination 
country, or as a combination of these.
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Opportunities to traffic people into, or exploit people within, Australia are curtailed 
by strong migration controls, geographic isolation and a high degree of regulation, 
compliance and enforcement. Australia’s comprehensive whole-of-government strategy 
to combat human trafficking and slavery also helps to ensure that Australia is a hostile 
environment for offenders. However, Australia is traditionally a destination country 
for people trafficked from Asia—particularly from Thailand, the Republic of Korea and 
Malaysia—and is potentially a source country in relation to forced marriage.

Historically, the majority of human trafficking and slavery matters investigated in 
Australia have related to women working in the sex industry. However, in recent years, 
cases of men and women exploited in a range of other industry sectors—such as 
hospitality, agriculture and construction—have increasingly been identified. In 2013–14, 
35 per cent of investigations conducted by the Australian Federal Police (AFP) related 
to forms of labour exploitation not involving the sex industry. Of the 21 clients referred 
to the Support for Trafficked People Program in 2013–14, 62 per cent experienced 
exploitation other than in the sex industry.161

In 2013–14, the AFP commenced 10 new investigations relating to forced marriage. 
Three of these investigations related to marriages that had already taken place. 
Operational evidence has shown that forced marriage matters require a different 
investigative approach from other human trafficking and slavery matters. The forced 
marriage referrals received to date have primarily involved Australian citizens under the 
age of 18, with relatives alleged to have arranged, or to be arranging, a marriage for 
them overseas without their full and free consent.162

Maritime people smuggling
The United Nations High Commissioner for Refugees (UNHCR) reported that at the 
end of 2013 there were 51.2 million forcibly displaced people worldwide, including 
33.3 million people internally displaced163 as the result of conflict.164 Internally displaced 
people are targets for people smugglers worldwide, and in recent years Australia has 
been seen as an attractive destination because of its geographic location and positive 
economic, political and social environment. It is also one of the few countries in the 
region that is a signatory to the Refugee Convention.165

161 Australian Government 2014, Trafficking in persons: the Australian Government response, 1 July 2013–30 June 
2014, Sixth Report of the Interdepartmental Committee on Human Trafficking and Slavery, Australian Government, 
Canberra.

162 ibid.
163 For the purposes of United Nations statistics, internally displaced persons are people or groups of individuals who 

have been forced to leave their homes or places of habitual residence as a result of armed conflict and who have not 
crossed an international border.

164 United Nations High Commissioner for Refugees 2014, UNHCR global trends 2013 (online), viewed 23 January 2015, 
<http://unhcr.org/trends2013/>.

165 Crock, M & Ghezelbash, D 2010, ‘Do loose lips bring ships?’, Griffith Law Review, vol.19, no. 2, pp. 238–87.
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There are only two possible means of entry into Australia—by air or by sea. People 
smuggling occurs through both streams, but people smuggling by air is more difficult, as 
it generally requires some form of fraudulent documentation, access to corrupt officials 
en route, or both.166 The most visible form of people smuggling to Australia occurs by 
sea. Maritime people smuggling is usually one stage of a much larger journey, also 
involving land and air movements.167

Maritime people smuggling voyages are particularly dangerous and have resulted in 
substantial loss of life at sea. Conditions during the journey may be crowded and a 
lack of hygiene on board can result in the spread of disease.168 Journeys may require 
travel through rough seas in boats that are unseaworthy, sinking without the means for 
passengers (who may not have been provided with life vests) to signal for help.169

Maritime people smuggling is generally viewed as a high profit and low risk venture170 
because of the relatively low risk of detection, arrest and prosecution compared with 
other activities undertaken by transnational organised crime groups.171 It is generally 
carried out by flexible criminal groups or individuals, operating in repeated contractual 
arrangements, rather than in structured hierarchies.172

At the peak of maritime people smuggling activity in 2012 and 2013 (see Table 2), high 
demand meant that illegal maritime arrivals (IMAs) on board suspected illegal entry 
vessels (SIEVs) were well served by established people smugglers and a few opportunists. 
However, the countermeasures implemented under the Regional Resettlement 
Agreement and Operation Sovereign Borders have effectively suppressed that demand.

Table 2: SIEVs and IMAs by calendar year, 2008–2015173

Year Number of SIEVs
Number of IMAs 
(excluding crew)

2008 7 161

2009 55 2,574

2010 138 6,650

2011 70 4,622

2012 276 17,072

2013 302 20,719

2014 1 168

2015 (as at 28/02/2015) 0 0

166 Expert Panel on Asylum Seekers 2012, Report of the Expert Panel on Asylum Seekers, Australian Government, 
Canberra.

167 ibid.
168 United Nations Office on Drugs and Crime 2011, Issue paper: smuggling of migrants by sea, UNODC, Vienna.
169 ibid.
170 Expert Panel on Asylum Seekers 2012, Report of the Expert Panel on Asylum Seekers, Australian Government, 

Canberra.
171 INTERPOL Fact Sheet, People smuggling, <http://www.interpol.int/Crime-areas/Trafficking-in-human-beings/People-

smuggling>.
172 United Nations Office on Drugs and Crime 2011, Issue paper: smuggling of migrants by sea, UNODC, Vienna.
173 Data provided by Australian Customs and Border Protection Service.
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On-water operations, intergovernmental cooperation, regional processing centres and 
strategic messaging campaigns have convinced most potential illegal immigrants not 
to join a maritime venture to Australia. Despite the results under Operation Sovereign 
Borders, the maritime people smuggling threat is enduring.

Child sex offences
Organised child sex offending in Australia is different from that seen in other countries, 
particularly in South East Asia and Eastern Europe. Australia is not regarded as a major 
source of children or material for organised child sex offending. In Australia there is not 
the same nature or scale of involvement of organised crime groups that have child sexual 
abuse as the sole or a major criminal activity and source of profit for the group.

Organised child sex offending in Australia is also unlikely to involve the more extreme 
aspects of child sexual abuse facilitated by overseas organised crime groups, including 
the abduction, trafficking and sale of children. In Australia, it is more likely to involve 
Australian perpetrators sourcing children and material from like-minded individuals 
based in Australia, or from overseas-based markets run and facilitated by organised 
crime groups.

The true extent of child sexual abuse in Australia is unknown, although statistics can give 
some insight. In 2012, there were 6,729 recorded victims of sexual assault aged 0–14.174 
However, it is widely acknowledged that cases of child sexual abuse are chronically 
under-reported. Determining the scale of organised child sex offending is further 
complicated by Australian perpetrators abusing children overseas, as is the case with 
child sexual exploitation in travel and tourism.

Child sexual offenders are motivated by a diverse range of sexual attractions towards 
children and young people, spanning a broad continuum. This spectrum can range from 
offenders who view child exploitation material (CEM) online that has been produced by 
others, to offenders who interact with children and young people online for immediate 
sexual gratification, to persistent predators who groom children and young people online 
over time in order to lay the foundations for eventual sexual abuse in the physical world.

The range of contexts in which child sexual assault takes place varies. Through 
examination of subject matter literature, the Australian Institute of Family Studies has 
identified seven categories of child sexual assault perpetration. These are intrafamilial, 
adolescent (child-on-child), authority-figure (includes institutionalised abuse), stranger, 
online, Indigenous or other minority groups, and female perpetrators.175 

174 Australian Bureau of Statistics 2013, ‘Victims, sex and age group by selected offences—state and territory’, in 
Recorded crime victims, Australia, 4510.0, ABS, Canberra, available at: <http://www.abs.gov.au/AUSSTATS/abs@.nsf/
DetailsPage/4510.02012?OpenDocument>.

175 Australian Institute of Family Studies 2013, Summary for ANZPAA Child Protection Working Group feedback: AIFS and 
PwC gap analysis and recommendations to reduce child sex offending, AIFS, Canberra.
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Technology is continuing to be a significant enabler for child sex offences, with new 
forms of exploitation emerging such as ‘made-to-order’ sexual abuse material, real-time 
sexual exploitation of children through pay-per-view services, and the emerging issue 
of ‘sextortion’. Sextortion occurs when offenders coerce or deceive children and young 
people into providing sexually compromising imagery, which is then used as a tool to 
extort further CEM from victims.

Offenders are also increasingly exploiting the use of social media services and other 
online platforms (such as online gaming) to coerce victims to perform sexual acts in the 
‘virtual’ environment online, and to groom children and young people for the purpose 
of conducting sexual acts. Given the growing importance of online activities in the lives 
of children and young people around the world (for educational, entertainment and 
social purposes), as well as the increasing uptake of the Internet in developing countries, 
the threat of child exploitation emanating from the online environment will continue to 
increase (see the case study above).

81

CASE STUDY 
AUSTRALIAN FEDERAL POLICE OPERATION 
CONQUEROR

In January 2013, the Australian Federal Police identified persons of interest across 
Australia involved in a peer-to-peer file sharing network circulating CEM.

As a result of Operation Conqueror, to date a total of 40 search warrants have been 
executed and 25 arrests have been made. Offenders have been charged with offences 
that include producing, accessing, transmitting and making available CEM. It is estimated 
that, after further forensic analysis, millions of items of CEM will have been seized.1

1 Australian Federal Police 2013, ‘Further AFP arrests in child sexual exploitation cases’, media release, 28 March 2013, 
<http://www.afp.gov.au/media-centre/news/afp/2013/march/further-afp-arrests-in-child-sexual-exploitation-cases>.
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In addition, children and young people are adopting new technology earlier and at 
a greater rate, and thus unwittingly exposing themselves to online predators to an 
unprecedented degree. This includes child sexual exploitation for both private and 
commercial purposes.176 Increased availability of high-speed Internet in the developing 
world is also expanding the sources of real-time CEM and increasing the number of 
children who can be victimised.

The online exploitation of children is a growing international concern, with advances 
in technology facilitating abuse. Darknets (and their online users) facilitating the 
exchange of CEM are concealed within freely available ‘onion networks’ such as The 
Onion Router (TOR), which consists of numerous relay servers and layers of encryption. 
Cheap prices for information and communication technology devices and easy Internet 
access permit sex offenders to have unprecedented access to materials and an online 
community to affirm their abusive and exploitative behaviour. Online services have also 
enabled offenders to share methodologies and experiences with like-minded individuals 
internationally, and to support the transnational exploitation of children. The ability to 
do this from a home environment also allows offenders to invest many hours in planning 
and undertaking activities to reduce the evidence of their offending online.

An emerging problem for Australia is the growth of youth gang and group culture that 
can involve the routine use of sexual violence against girls who associate with, or join, 
gangs. This behaviour is being seen in North America and the United Kingdom, where 
girls are often forced or coerced into participating in a range of sexual activities with 
male gang members, including sex with multiple partners at the same time or in quick 
succession.177 This abuse can occur as part of initiation processes for male members, as 
displays of power, or for commercial exploitation.178 In all of these situations, children are 
both the victims and the perpetrators of child sexual abuse.

Australia has in place an extensive legislative framework to prevent, investigate and 
prosecute all forms of child sexual exploitation, including offences that occur within 
Australia and those committed by Australian citizens and residents overseas. In April 
2010, reforms were introduced to strengthen laws against child exploitation online and 
overseas. The reforms also reinforced the offences for using a carriage service (including 
the Internet) for child pornography or child abuse material.

The harm caused by child sexual abuse and organised child sex offending is complex. 
Depending on the circumstances of the abuse, an individual victim can experience severe 
life-long harm. Research demonstrates that psychological, physical and behavioural 
harms may be more severe, extensive or long-lasting when the abuse involves the 
elements that are indicative of organised abuse. Family environments can also be 
severely damaged, which causes additional harm to victims.

176 United Nations Office on Drugs and Crime 2013, UN crime body to combat online child abuse, viewed 2 December 
2014, <http://www.unodc.org/unodc/en/frontpage/2013/September/un-crime-body-to-combatonline-child-abuse.
html>.

177 Dorais, M & Corriveau, P 2009, Gangs and girls: understanding juvenile prostitution, McGill University Press, Montreal, 
pp. 29–30.

178 Berelowitz, S, Firmin, C, Edwards, G & Gulyurtlu, S 2012, I thought I was the only one. The only one in the world: the 
Office of the Children’s Commissioner’s Inquiry into Child Sexual Exploitation in Gang and Groups (Interim Report), 
Office of the Children’s Commissioner (UK), London, pp. 34–46.
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THE OUTLOOK
What will the organised crime environment look like 
over the next two years?
The Australian serious and organised crime environment will continue to evolve over the 
next two years. What we are likely to see is the further integration of organised crime 
into legitimate markets, both to engage in criminal activities and to attempt to provide 
a façade of legitimacy for illicit operations. Organised crime will continue to adapt 
their criminal business model, to expand their use of flexible networked structures, 
to enhance their resilience and enable adaptive operations across international and 
domestic jurisdictions. They will continue to develop their capabilities, including 
adopting innovative information and communications technologies to support their 
activities. Australian law enforcement will increasingly look at the evolving challenges 
posed by the nexus between organised crime and terrorism over the next two years.

The use of professional facilitators to successfully exploit business structures on behalf 
of organised crime will remain a key problem, as lawyers, accountants and trust and 
company service providers are in large part not captured by Australia’s Anti-Money 
Laundering and Counter Terrorism Financing regime. As a result, they do not have the 
same customer due diligence or ‘suspicious matter’ reporting obligations as financial 
institutions. This issue is under consideration as part of the statutory review of the 
Anti-Money Laundering and Counter-Terrorism Financing Act 2006, which is expected 
to culminate in a report and recommendations to the Australian Government in 2015. 
Professional facilitators will continue to perform an important role in the organised crime 
business model while they remain outside the Australian Anti-Money Laundering and 
Counter-Terrorism Financing regime.
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The use of technology and the cyber environment by the majority of the community has 
opened new gateways for innovative methods of criminal targeting and compromise. The 
online culture of society today can provide organised crime with opportunities to engage 
in criminal activities anonymously and remotely. Our reliance on technology in everyday 
life means that the online environment, in particular, provides organised crime with a 
diverse pool of Australian victims. As organised crime becomes smarter at exploiting 
technology and members of the community increase their reliance on mobile devices, 
there is likely to be an increased susceptibility to compromise. Failure to install electronic 
security measures on mobile devices (such as phones and tablets) will remain an issue, 
as mobile devices are just as susceptible to attack as laptops and desktop computers.

The demand for certain illegal commodities, such as drugs, is ongoing and in the 
next two years will continue to dominate organised crime markets. Organised crime 
will continue to seek to satisfy this demand. The demand for methylamphetamine is 
currently being met by a combination of imported and domestically produced product, 
suggesting greater involvement by transnational serious and organised crime groups. 
The continuing high threat of the methylamphetamine market, and the effects it has on 
users, families, health services and the safety of the public, demonstrate the impact of 
organised crime in the community.

Where there are proceeds of crime, there will always be a need for money laundering. 
The banking and the alternative remittance sectors will continue to be major money 
laundering channels. The use of other methods of remittance, such as informal value 
transfer systems, to facilitate international money laundering is increasing. There are also 
indications that trade-based money laundering methodologies are being increasingly 
used as one component or stage of a money laundering process employed by global 
networks.
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CHRIS McLENNAN, The Weekly Times

May 11, 2015 12:02pm

A BIG tobacco crop has been seized in the Goulburn Valley.

A crop, with an estimated street value of $1 million, was raided on a farm at 

Undera on Saturday.

Federal and Victoria police, along with Australian Taxation Office staff, seized the 

crop.

It’s the second big crop found, after authorities seized an illicit tobacco crop 

growing across 32 hectares in the Merrigum/Kyabram area in March.

Undera is located about 20km east of Kyabram.

READ MORE: Tobacco farmers face the chop

The Weekly Times has been told thousands of plants were found and seized on a 

leased former dairy farm in the March bust.

Charges are still being finalised in both cases.

Massive profits can be made in illegal tobacco, commonly sold as cigarettes or bulk 

“chop chop” because of high Australian taxes on tobacco.

It has been illegal to grow tobacco in Australia since 2006.

Cropping

Another big tobacco 
crop seized in Goulburn 
Valley
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15/08/2016http://www.weeklytimesnow.com.au/agribusiness/cropping/another-big-tobacco-crop-...



CHRIS McLENNAN, The Weekly Times

April 4, 2016 4:33pm

ANOTHER big tobacco crop has been discovered in Victoria.

The 24ha illegal crop was seized at Dingwall, near Kerang, last week.

Victoria Police, Australian Taxation Office and Australian Border Force officers 

raided the farm, according to British American Tobacco Australia.

The haul is believed to have had an estimated excise value of up to $16 million and 

once manufactured would have made around 30 million cigarettes.

The large chop-chop crop was at various stages of growth.

The Dingwall bust follows several large finds in the Goulburn Valley early last year.

In May last year, a crop, with an estimated street value of $1 million, was found 

during a raid on a farm at Undera.

An illicit tobacco crop was also found growing across 32ha in the 

Merrigum/Kyabram area in March.

Undera is about 20km east of Kyabram.

Huge profits can be made in illegal tobacco, commonly sold as cigarettes or bulk 

“chop-chop” because of high Australian taxes on tobacco.

It has been illegal to grow tobacco in Australia since 2006.

At Dingwall, a large number of items, which are used for drying the tobacco before 

its sale including five kiln containers, were seized.

BATA spokesman Scott McIntyre said 14.3 per cent of all tobacco consumed in 

Australia was illegal.

National

Illegal tobacco crop 
uncovered at Dingwall, 
Victoria
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“There have been a growing number of large scale tobacco crops seized locally in 

recent years particularly in Victoria,” Mr McIntyre said.

“We are concerned of the link between illegal tobacco and other organised crime 

activities but

pleased to see that the government is taking action.”

Page 2 of 2Illegal tobacco crop uncovered at Dingwall, Victoria | The Weekly Times
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12 charged, cocaine and $700,000 seized after multi-million-
dollar cigarette-smuggling operation busted in Sydney
Updated Wed 30 Sep 2015, 12:55pm

Police expect to make more arrests after disrupting a multi-million-dollar cigarette-smuggling operation in Sydney, 

involving corrupt waterfront officials, officers say.

Officers from the Polaris Joint Waterfront Taskforce, which comprises the Australian Federal Police (AFP), NSW Police 

Force, Australian Border Force, and the Australian Crime Commission, charged 12 people following raids on properties in 

Sydney yesterday morning.

Police said they expected to charge another person today. 

Those arrested were aged between 21 and 65, and have been charged with a range of offences, including smuggling and 

dealing with the proceeds of crime.

Police said the group helped smuggle large quantities of illegal cigarettes and tobacco into Australia, including a shipment 

of 9 million 'Manchester' branded cigarettes from the United Arab Emirates, which arrived at Port Botany this month.

The cigarettes had a black market value of about $5.4 million.

It is alleged employees attached to Customs brokerage companies and freight-forwarding firms were paid tens of thousands 

of dollars to create false declarations and shipping documents to enable the importation.

AFP Acting Deputy Commissioner Operations Ian McCartney said the shipments of illegal cigarettes and tobacco had been 

collected by a local syndicate and was bound for the black market in Sydney.

"The key aspect for us is the tax not being paid to the Commonwealth Government," he said.

The syndicate had avoided more than $9.1 million in Customs duties.

The syndicate was also allegedly involved in the supply of commercial quantities of cocaine.

About 270 grams of cocaine was seized during the investigation, with a street value of about $184,000.

Detectives also seized more than $700,000 in cash during the investigation.

Deputy Commissioner McCartney said the AFP had been working with its partner agencies to restrain $2 million in assets, 

including personal and business bank accounts as well as houses owned by individuals charged with involvement in the 

syndicate.

Polaris Waterfront Task Force Commander Detective Superintendent Nick Bingham said the arrests were part of a long-

term investigation into Sydney's waterfront.

"This operation has shut down a significant syndicate allegedly involved in facilitating the importation of illicit goods into the 

country and distributing those goods into the community, as well as trafficking in commercial amounts of prohibited drugs," 

Detective Superintendent Bingham said.

Deputy Commissioner McCartney said police expect to make further arrests.

"This is a sophisticated syndicate. Obviously with tentacles here plus overseas, so there's a lot of overseas inquiries 

ongoing in relation to this matter," he said. 

Three men are due to face court today on drugs and smuggling charges. The rest of the alleged syndicate will face court 

next month.

Topics: drug-offences, police, corruption, sydney-2000

First posted Wed 30 Sep 2015, 7:03am
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'Record haul' of illegal tobacco worth $40 million seized by 
Australian Border Force
Updated Fri 16 Oct 2015, 10:15am

Customs officials say they have seized the biggest ever illegal tobacco shipment uncovered in a single operation.

The Australian Border Force (ABF) said it had seized 71 tonnes of tobacco in three shipments destined for sale in Australia.

Two of the shipments were discovered in Sydney in June, and the third was intercepted before it could leave Indonesia.

Border Protection Minister Peter Dutton announced an ABF strike force would now be formed to target illegal tobacco 

shipments.

He said the tobacco would have been worth $40 million on the black market.

"It would have equated to 67,000 packets of cigarettes per week over a 12 month period, which means for teenage kids, for 

Australians otherwise, this tobacco would end up in their hands," he said.

"Also, it means that Australian taxpayers would have been dudded to the tune of about $27 million."

The ABF said it had identified the syndicate behind the shipments.

"The operation is still ongoing. Investigations are continuing," ABF commissioner Roman Quaedvlieg said.

"We are now at a point in the operation where we are able to publicly announce the seizure. We have a very strong idea 

who has brought it in."

The seizure follows yesterday's haul of almost six million allegedly illegal cigarettes after raids of storage centres and 

homes in Melbourne.

Nearly 10 tonnes of tobacco products were discovered to have been smuggled into Australia from the United Arab Emirates 

in June, according to the ABF.

Last month, police charged a dozen people accused of being involved in a multi-million-dollar cigarette smuggling operation 

in Sydney.

Police said that operation involved corrupt waterfront officials, and the group helped smuggle large quantities of illegal 

cigarettes and tobacco into Australia, including a shipment of nine million Manchester branded cigarettes from the United 

Arab Emirates.

The cigarettes had a black market value of about $5.4 million.

Mr Dutton said a high degree of organisation was needed for such large shipments.

"There are clear links to organised crime and we know that groups smuggling illicit tobacco into Australia are also involved 

in other illegal activities such as narcotics," he said.

"The ABF is determined to disrupt their activities and the new ABF strike team will focus on the organised crime syndicates 

behind shipments like this and collect intelligence on their operations."

Mr Dutton said co-operation between ABF and Indonesian Customs had ensured the operation's success.

"Their long, constructive links over many years are crucial in disrupting the operations of transnational criminal 

organisations dealing in illicit drugs and tobacco," he said.

"I welcome the efforts of our Indonesian friends in achieving this outcome."

The information gathered will be shared with existing organised crime task forces and other agencies.

Topics: crime, port-botany-2036, sydney-2000, indonesia
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Millions of cigarettes smuggled into Melbourne seized in raids
Updated Thu 15 Oct 2015, 1:25pm

Almost 6 million cigarettes smuggled into Australia by an illegal tobacco syndicate have been seized by Australian 

Border Force (ABF) members.

Three storage facilities and a number of homes in Melbourne's western suburbs were recently raided as part of a four-

month investigation, ABF said.

Nearly 10 tonnes of tobacco products were discovered to have been smuggled into Australia from the United Arab Emirates 

in June.

It is alleged the smuggling ring was trying to avoid paying $2.7 million in tax.

ABF Assistant Commissioner Clive Murray said the seizure was the result of a four-month investigation into a criminal group 

linked to the UAE.

"The illicit smuggling of tobacco into Australia is a key priority of the Australian Border Force, along with other operational 

priorities," he said.

"It is a key strategy for us to combat the importation of these illicit goods and in our efforts to combat, detect disrupt and 

dismantle organised crime groups attempting to disrupt our border."

The maximum penalty for tobacco smuggling is up to 10 years in jail.

"People who are importing illicit products, illicit tobacco, are generally involved in other organised crime and this is a huge 

haul," Border Protection Minister Peter Dutton said.

"These people are ripping off the Australian taxpayer because they're not paying excise that would otherwise be paid on 

these cigarettes," he said.

"We want to make sure that further detections like this are made and the Australian border force officers are working with 

the police agencies to make sure that we can find these hauls."

"To make sure that we can get them off the streets, too, get these cigarettes out of the hands of young kids."

'No evidence' to suggest illegal market linked to plain packaging

Tobacco companies have argued the Government's plain-packaging cigarette regulations would result in a spike in black 

market tobacco products.

But Assistant Commissioner Murray said there was no evidence to suggest that was happening.

"In the past three years there has been a significant increase in detections," he said.

"It could be attributed to our improved intelligence and cooperation with international partners, and our improved technical 

capabilities, but there is nothing to suggest the legislation has had an effect on that."

Topics: crime, law-crime-and-justice, melbourne-3000, vic
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Australian Border Force smashes tobacco 
smuggling ring

The Australian Border Force’s (ABF) Tobacco Strike Team and the Australian Federal Police led 
multi-agency Criminal Assets Confiscation Taskforce (CACT) has this week dismantled another 
tobacco smuggling syndicate following an operation in Melbourne.

The Tobacco Strike Team executed search warrants in Bundoora, Campbellfield, Tullamarine and 
in the Melbourne CBD, seizing 13 million smuggled cigarettes, more than eight tonnes of loose 
leaf tobacco and $1.7 million in cash.

During this investigation the Criminal Assets Confiscation Taskforce also restrained a motor 
vehicle worth more than $290,000 and a number of bank accounts containing over $614,000.

Assistant Commissioner Wayne Buchhorn said the ABF has successfully uncovered another 
significant tobacco smuggling network with nationwide distribution connections.  

“The ABF’s Tobacco Strike Team suspects that this syndicate may have evaded up to $45 million 
in duty and taxes payable on imported tobacco products, in the past 12 months,” Assistant 
Commissioner Buchhorn said. 

“The ABF will continue to work in collaboration with law enforcement partners and industry to 
disrupt the supply of illicit tobacco and dismantle the criminal syndicates behind it.

“The establishment of the Tobacco Strike Team in October last year demonstrates the ABF’s 
focus on and commitment to reducing illicit tobacco trade in Australia and these results reinforce 
this.”

Media contact: Immigration and Border Protection (02) 6264 2244

Page 1 of 1Australian Border Force smashes tobacco smuggling ring
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25th January 2016

AACS SUBMISSION 

Committee Secretary
Parliamentary Joint Committee on Law Enforcement
PO Box 6100
Parliament House
Canberra ACT 2600
le.committee@aph.gov.au

Re: Inquiry into illicit tobacco 

On behalf of members of the Australasian Association of Convenience Stores (AACS), the peak body 
for the convenience industry in Australia, we make the following submission to the Parliamentary 
Joint Committee on Law Enforcement regarding the inquiry into illicit tobacco in Australia. 

We are in the unique position of being able to provide actual real world evidence of the impact of 
the growth in the illicit tobacco market on retailers.

In this submission, we address several of the Terms of Reference guiding the inquiry, offer a unique 
retailer insight into the impact of policies like plain packaging on illicit tobacco, while offering some 
potential solutions to tackle the illicit tobacco market.

It is impossible to discuss the subject of illicit tobacco in Australia without referencing the impact 
that plain packaging legislation has had on the black market for tobacco. 

Since the introduction of plain packaging, Australia has become one of the most profitable markets 
for criminals involved in the importation and sale of illegal tobacco products.

Regular, major seizures of contraband tobacco at our borders highlight the enormity of the illicit 
tobacco market in Australia. While police and customs officials should be commended for these 
operations, the sheer size and scope of illegal tobacco operations is impossible to control entirely.

Regrettably, existing Government policy including relentless legal tobacco excise increases is putting 
further pressure on the legal tobacco market and heightening the demand for illicit tobacco among 
otherwise law-abiding consumers.

The evidence on this score is clear: the more tax is applied to a packet of cigarettes, the more 
consumers will seek cheaper and potentially illegal alternatives. Criminal gangs have shown they are 
not only willing but very capable of filling any gaps in the legal tobacco market.

Illicit tobacco is by very definition non-compliant. There are no product quality controls and 
criminals have no issue in selling tobacco to minors. The proliferation of non-compliant tobacco 

Inquiry into Illicit tobacco
Submission 21
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products of dubious quality is the direct result of Government regulations surrounding the retail of 
legal tobacco in Australia.

At this point it’s important to assert that the AACS is not an arm of, nor does it lobby on behalf of, 
the tobacco industry. It is the peak body for the convenience industry in Australia, representing the 
interests of some 6,000 stores.

The AACS wishes to thank the Committee for its consideration of our submission.

Yours sincerely,

Jeff Rogut   FAIM  MAICD
Chief Executive Officer
Australasian Association of Convenience Stores Limited
ACN: 156 638 023
 

      
       

Website:  www.aacs.org.au
 
Mail:         PO Box 2309,
                  Mt Waverley,
                  Vic.  3149
                  Australia

About the AACS

The Australasian Association of Convenience Stores (AACS) is the peak body for the convenience 
industry in Australia. 

Nationally, our industry employs over 40,000 people in over 6,000 stores. The majority of these 
stores operate as family run businesses, often under licence or franchise agreement, or independent 
ownership. They regularly employ family members and people from the local communities in which 
they operate.

The AACS represents the interests of these small businesses; their owners, staff, suppliers and 
customers.

The convenience industry in Australia was valued at approximately $18 billion in 2014 according to 
companies contributing to the 2014 AACS Annual State of the Industry Report. This report contains 
the most comprehensive information available on the convenience industry in Australia and we 
would be happy to provide a copy. The 2015 report is currently being compiled.

As an Association we enjoy strong ties with our international counterparts including the convenience 
stores associations in the US, Canada, the UK and New Zealand. We also visit similar stores in South 
East Asia to keep abreast of changing or emerging trends. 

Additionally, we are a member of the Council of Small Businesses of Australia.
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Executive summary

 Legal tobacco products represent a significant proportion of total convenience store sales in 
Australia. According to the most recent AACS State of the Industry1 report, on average over 37% 
of a typical convenience store’s sales and 25% of a store’s gross profit comes from legal tobacco.

 Since the introduction of plain packaging for tobacco products in Australia in December 2012, 
the dollar volume of legal tobacco sold in our channel has remained stable. This is because of the 
tax increases placed on legal tobacco.

 However convenience stores have suffered as a result of an increase in the illicit trade of 
tobacco, with the volume of tobacco sold reduced. Increased product handling errors and 
increased labour and inventory management costs are other side effects of plain packaging. 

 Awareness among small retailers in Australia of illicit tobacco is high and has increased since the 
introduction of plain packaging. Customers are aware of illicit tobacco and some are actively 
seeking it out.

 As at October 2015, the illicit tobacco market was estimated by KPMG2 to account for 14.3% of 
total tobacco consumption nationally in the 12 months to June 2015.

 Sold legally, this would have generated an extra $1.42 billion in tax revenue for the Australian 
Government.

 Recent high profile seizures of illegal tobacco has reinforced the enormity of the illicit tobacco 
market in Australia.

Response to the Terms of Reference

In this submission, the AACS offers comments and its perspective on several Terms of Reference 
shaping the inquiry, namely:

 the loss of revenue to the Commonwealth arising from the consumption of illicit tobacco 
products;

 the involvement of organised crime, including international organised crime, in the 
importation, distribution and use of illicit tobacco in Australia; and

 the effectiveness of relevant Commonwealth legislation.

The loss of revenue to the Commonwealth arising from the consumption of illicit tobacco products

It’s well known that excise from legal tobacco sales is a significant contributor to Government 
revenue. 

What isn’t as widely known is that the revenue the Government is missing out on because of the 
huge spike in illicit tobacco trade has run into the billions of dollars annually.

1 The AACS State of the Industry Report 2014
2 Illicit Tobacco in Australia 2015 Half Year Report, KPMG
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As at October 2015, the illicit tobacco market was estimated by KPMG2 to account for 14.3% of total 
tobacco consumption nationally in the 12 months to June 2015. 

Sold legally, this would have generated an extra $1.42 billion in tax revenue for the Australian 
Government.

The involvement of organised crime, including international organised crime, in the importation, 
distribution and use of illicit tobacco in Australia

Criminal gangs are proven to be very effective in filling gaps in the legal tobacco market.

According to research from leading international research company Roy Morgan entitled The Impact 
of Plain Packaging on Australian Small Retailers3, commissioned by Philip Morris and supported by 
the AACS and other retail associations, a third of retailers reported having had customers enquire 
about purchasing illicit tobacco from there outlets.

The public is well aware of the existence of illicit tobacco in Australia and are actively seeking it out, 
driven in part by the high cost of legal tobacco.

The Roy Morgan research also shows that awareness among small retailers in Australia of illicit 
tobacco is high and has increased since the introduction of plain packaging. More than four in ten 
retailers perceive illicit trade to be having a negative impact on their business.

The growth of the illicit market, combined with excessive taxation increases and plain packaging 
legislation, has resulted in a shift in consumer purchasing habits when it comes to tobacco. 

Consumers are now driven predominantly by price as brands have been diminished, and adult 
consumers are increasingly looking at illicit products as tax hikes on legal tobacco continue to have a 
dramatic impact on price.

Of course, illicit products are much more likely to end up in the possession of minors, as these 
products by definition are not sold responsibly.

The effectiveness of relevant Commonwealth legislation

Recent high profile seizures of illegal tobacco has reinforced the enormity of the illicit tobacco 
market in Australia.

The unprecedented spike in the illicit tobacco market coincides directly with the introduction of 
plain packaging legislation and the most recent round of excise increases applied to legal tobacco 
products.

It’s important to understand that tobacco itself is, despite being more expensive in Australia than 
almost anywhere else in the world, actually a low margin product for retailers. The tax consumers 
pay on tobacco is what contributes to its high price and these high prices make Australia a 
particularly attractive market for criminals to sell illicit tobacco.

Illegal tobacco is by its very nature non-compliant with restricted sale and packaging requirements, 
and criminals have no issue selling illicit tobacco products to minors.

3 The Impact of Plain Packaging on Australian Small Retailers, Roy Morgan, 2013
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Existing regulations surrounding the sale of legal tobacco are not working. They are pushing 
otherwise law abiding consumers to the illicit market, and they are positioning Australia as one of 
the world’s most lucrative markets for illegal tobacco.

The Australian Government is losing out. It’s no secret excise from legal tobacco sales is a significant 
contributor to Government revenue. As at October 2015, the illicit tobacco market was estimated by 
KPMG2 to account for 14.3% of total tobacco consumption nationally in the 12 months to June 2015. 

Sold legally, this would have generated an extra $1.42 billion in tax revenue for the Australian 
Government.

Legal tobacco is an extremely important product for convenience stores. Though it is low margin, it 
still represents a considerable proportion of sales and is a key reason for consumers to visit our 
members’ stores.

The rise in the illicit tobacco market is hurting small businesses especially, as the major supermarket 
chains are much better positioned to absorb the regulatory costs and the loss of trade to the black 
market through their many other product categories and buying power. 

Recommendations to tackle the illicit tobacco issue

The illicit tobacco market robs legitimate businesses of sales and market share and the Government 
of its entitled revenue from the sale of tobacco. 

In an effort to crack down on the illicit trade of tobacco, a hotline for retailers and consumers to 
alert authorities to the illicit trade of tobacco could be established. 

This would provide a low cost avenue for any retailer or consumer approached by an individual or 
group to purchase illicit tobacco products to assist police and Government in targeting the criminals 
involved in the illicit market.

The impact of plain packaging on the illicit tobacco market

Several years on from the introduction of tobacco plain packaging in Australia and the evidence to 
date validates what retailers were afraid of: that their businesses would suffer as a result of illicit 
trade, product handling errors and increased labour and inventory management costs.  

The volume of legal tobacco sold by convenience stores in Australia is down, however the dollar 
value of sales has remained relatively stable, as excessive tax hikes continue to have a significant 
impact. 

Since the introduction of plain packaging there has been a shift by customers to purchase cheaper 
brands, however the excessive taxes on tobacco products in Australia has impacted this too. 

High tobacco prices have driven consumers to shop mainly on price, as brands have been 
substantially devalued by plain packaging. The extension of this consumer purchasing behavioural 
shift is that consumers are increasingly looking at cheaper alternatives including illicit products. Illicit 
products have a greater potential for being sold to minors, which is a major concern.

Retailers suffer as a result of all these factors.
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The negative impacts of plain packaging for small retailers were always obvious to those in the 
industry. The rise in the illicit tobacco market is just one consequence of a policy implemented 
without consultation and consideration of the small business perspective.

Conclusion

The AACS, in its role as the representative and voice for convenience stores across the country, 
wishes to emphasise to the Committee the significant negative impact that the sharp rise in illicit 
tobacco trade in Australia continues to have on small retailers.

More than four in ten retailers perceive illicit trade to be having a negative impact on their business, 
and a third report having had customers enquire about purchasing illicit tobacco. 

Recent large scale busts in Australia highlight the demand for, and prevalence of, illegal tobacco. 

The huge growth in illicit tobacco sales is concerning for all. Police in Australia have made major 
seizures of illicit tobacco and worryingly it is quite easy, as some newspapers reporters have found, 
to buy non-compliant tobacco. 

This impacts honest retailers who sell tobacco responsibly and legally as well as the Government, 
which experiences a significant loss of revenue because the sale of illicit tobacco circumvents the tax 
otherwise payable on legal tobacco products.

Yours sincerely,

Jeff Rogut   FAIM  MAICD
Chief Executive Officer
Australasian Association of Convenience Stores Limited
ACN: 156 638 023
 

      
       

Website:  www.aacs.org.au
 
Mail:         PO Box 2309,
                  Mt Waverley,
                  Vic.  3149
                  Australia
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Customs officials allegedly involved in drug and tobacco 
smuggling

Nick McKenzie, Richard Baker 
Published: May 19, 2016 - 8:56AM 

• The mouse vs the dragon: law enforcement struggling 

A network of Australian border security officials is allegedly working for organised criminals, including drug 
and tobacco smugglers, in the most serious corruption scandal to ever hit the nation's border agencies.

A Fairfax Media investigation has uncovered multiple cases of alleged corruption involving staff from the 
Australian Border Force and the Department of Agriculture, along with maritime industry employees with 
government clearances.

In response to the revelations, the Department of Immigration and Border Protection and the Australian Border 
Force said they were "working actively with law enforcement partners to investigate allegations of serious 
criminality by its officers at the border".

Police on Wednesday arrested a Department of Agriculture compliance assessment officer, Richard Vong, over 
alleged links to organised criminals, including a syndicate led by suspected Melbourne drug trafficker Jimmy 
Chhav. They also raided his house.

Mr Vong will face court on Thursday charged with trafficking and possessing a drug of dependence, knowingly 
dealing in the proceeds of crime, dealing in property reasonably suspected of being the proceeds of crime and 
theft of Commonwealth property. A female official has been charged with knowingly dealing in the proceeds of 
crime and dealing in property reasonably suspected of being the proceeds of crime.

The allegations come as the government makes a virtue of its strength on border security, with Prime Minister 
Malcolm Turnbull claiming the opposition "lack the commitment to keep our borders secure".

However, the federal government and customs chiefs, including the nation's top border security official, Michael 
Pezzullo, have been repeatedly warned over four years in high-level confidential briefings about significant 
suspected corruption in the Border Force's ranks, especially in NSW.

Evidence, including NSW police briefing notes and testimony from crime figures, suggests that one of the most 
vital border security facilities, the NSW Customs Examination Facility, has been compromised by corrupt 
insiders, enabling criminals to import large amounts of drugs and tobacco undetected. Staff at the facility are 
responsible for searching containers suspected to contain contraband.

A small network of Department of Agriculture officials responsible for clearing imports into Australia have also 
been assisting and liaising with known drug traffickers for at least the past five years.

This network is allegedly led by Mr Vong, a suspected corrupt Department of Agriculture official, who works 
out of Customs House in Melbourne. The department missed multiple warnings about Mr Vong and some of his 
colleagues.

Fairfax Media has delayed reporting on the border corruption scandal for several months at the request of 
authorities.

In NSW, evidence uncovered by Fairfax Media from multiple sources, including agency officials, government 
briefing files and figures with underworld ties, implicates Border Force officials in drug and tobacco trafficking, 
and leaking to the criminal underworld.
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Criminal intelligence suggests one officer has been taking kickbacks of hundreds of thousands of dollars from 
traffickers, while another has been facilitating importations.

Suspected corrupt officers are still operating.

The latest scandal comes three years after a network of corrupt customs officers was identified at Sydney airport 
and charged by the federal police. At the time, Mr Pezzullo promised sweeping reforms, including many which 
have been implemented.

Top security and policing officials, along with corruption experts, called for the nation's federal police 
watchdog, the Australian Commission for Law Enforcement Integrity (ACLEI) to have its budget dramatically 
increased and said the Australian Border Force had failed to deal with corruption in its ranks.

Leading corruption expert and former senior judge Stephen Charles, QC, said ACLEI – which, with about 20 
investigators out of a total of 55 staff, is among the smallest corruption fighting agencies in Australia – was 
badly outgunned. Mr Charles said Australia needed an anti-corruption agency with hundreds of staff.

"It [ACLEI] needs to be ten-drupled," a law enforcement agency source said.

Fairfax Media can also reveal that officers from the joint state and federal Polaris waterfront crime taskforce in 
NSW, which has played a key role in identifying corruption on the docks, were last week told they would be 
shut down due to a lack of funding. State police are furious, but federal government sources insist the funding 
has been reallocated to other anti-organised crime taskforces.

One briefing describes how a veteran customs officer who has previously worked closely with the AFP and the 
NSW Crime Commission is suspected of leaking "sensitive information" to drug and tobacco importers. A 
customs officer is also named as having travelled overseas with a suspected criminal.

Property records obtained by Fairfax Media reveal this customs officer, who was on long-term sick leave, lives 
next door to the suspected criminal in the Sydney suburb of Sylvania Waters.

The border security scandal comes three years after the Sydney airport customs corruption scandal, in which a 
network of corrupt customs officers led by customs officer Adrian Lamella were trafficking drugs using couriers 
on international flights.

The reforms implemented by Mr Pezzullo and the federal government after the Sydney airport scandal appear to 
have failed to stop significant corruption in the agency.

One senior government source said the Australian Border Force was "incapable" of eradicating corruption in its 
ranks and sometimes dealt with internal integrity issues with departmental sanctions, such as demotion or 
sacking, rather than by conducting intensive probes that could expose corrupt networks.

The Department of Agriculture section involved in Mr Vong's alleged corrupt network was formerly named the 
Australian Quarantine Inspection Service.

AQIS senior managers were first warned that organised criminals had infiltrated the agency's ranks in 2012, 
when an officer was identified, and later charged, for leaking information to a drug importation syndicate.

Information outlining Mr Vong's alleged links to suspected drug trafficker Jimmy Chhav has been held by 
various law enforcement agencies for several years, but it is unclear if it was ever formally passed to the 
Department of Agriculture. However, the department had its own information linking the pair which was never 
acted upon.

In April 2012, Fairfax Media first reported Australia's maritime borders were badly exposed to corruption and 
that a confidential Operation Polaris report had found that "serious organised crime groups are able to access and 
exploit key Australian government officers."

"Polaris investigations have identified employees of law enforcement and regulatory bodies providing assistance 
to criminal groups. This assistance is less common but of higher consequence than private sector corruption. The 
employees have included members of customs and employees of AQIS.
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"Operation Polaris has also determined the government's Maritime Security Identification Cards – required by 
tens of thousands of Australians who work in the industry – have failed to stop organised crime infiltration.

"Multiple MSIC holders are involved in drug activity and are subject to substantial intelligence holdings 
detailing their criminal activity and criminal associates."

Stephen Charles, QC, a former Victorian Court of Appeals judge and an expert in anti-corruption agencies, said 
watchdog ACLEI was unable to combat public sector corruption outside of several policing agencies.

Mr Charles, who recently gave testimony to a Senate committee about the need for the establishment of a 
national anti-corruption agency, said ACLEI's staff had good intentions but had limited investigative and 
jurisdictional capacity.

The federal government has recently passed laws to ensure that people with criminal histories are not giving the 
government security clearance to work on the waterfront or at airports.

Liberal frontbencher Josh Frydenberg said on Thursday morning that the allegations were being dealt with 
appropriately.

"Such behaviour will not be tolerated and we'll take every possible measure to ensure that those people, if they 
have behaved in a way that is criminal, face the appropriate justice system," he told ABC TV.

The Department of Immigration and Border Protection said in a statement that although it and the Australian 
Border Force were  "unable to comment on the status of current investigations", it could confirm that it had been 
working "in partnership with ACLEI".

 It said Taskforce Pharos, an internal taskforce set up following the corruption scandal at Sydney airport to target 
corruption "within the border environment", continued to operate and had been instrumental in referring matters 
to ACLEI for further investigation.

"In addition, the Department has provided supplemental funding to ACLEI to ensure matters relating to its own 
officers can be fully and independently investigated."

Got a tip? Contact The Age investigations unit securely via JournoTips or Securedrop

This story was found at: http://www.smh.com.au/national/customs-officials-allegedly-involved-in-drug-and-tobacco-smuggling-
20160518-goy672.html
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Record illicit tobacco seizure leads to new strike 

team

A dedicated Australian Border Force (ABF) strike team will target and disrupt 

serious organised crime syndicates smuggling illicit tobacco into Australia.

The Minister Immigration and Border Protection Peter Dutton announced the 

new team today after the ABF made its largest ever seizure of illicit tobacco in a 

single operation.

Seventy one tonnes of loose leaf tobacco was intercepted in three shipments 

destined for sale in Australia under Operation Wardite.

Illegal tobacco is sold at discounted prices to legal products. On the blackmarket 

this seizure would reap around $40 million - at normal retail prices it is worth 

almost $90 million. 

It could produce around 88 million cigarette sticks or 3.5 million regular packets 

(25). If sold over a year it would equal 67,000 packets a week.

“This tobacco would have cost Australia over $27 million in legitimate tax 

revenue if it had been successfully smuggled into the country and sold here,” Mr 

Dutton said.
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Forty seven tonnes of the tobacco was shipped into Sydney in two containers 

from Indonesia and intercepted in June.

The third shipment of 24 tonnes was seized by Indonesian authorities before it 

could be moved from Indonesia.

Mr Dutton said shipments of this size require a high degree of organisation. 

 “There are clear links to organised crime and we know that groups smuggling 

illicit tobacco into Australia are also involved in other illegal activities such as 

narcotics. 

“The ABF is determined to disrupt their activities and the new ABF strike team 

will focus on the organised crime syndicates behind shipments like this and 

collect intelligence on their operations,” Mr Dutton said. 

That information will be shared with other agencies and existing organised crime 

task forces.

Mr Dutton said the successful interceptions were the result of co-operative 

efforts of the ABF and Indonesian Customs.

“Their long, constructive links over many years are crucial in disrupting the 

operations of transnational criminal organisations dealing in illicit drugs and 

tobacco.

“I welcome the efforts of our Indonesian friends in achieving this outcome.” 

The Sydney seizures follow the recent discovery of ten tonnes of tobacco 

products comprising 5.9 million cigarettes in Melbourne and the dismantling of 

two major organised crime groups smuggling tobacco - by Task Force Polaris in 

NSW and another ABF operation in Victoria over the past month.   

See: Index of Media Releases

URL: http://www.minister.border.gov.au/peterdutton/2015/Pages/record-illicit-

tobacco-seizure-leads-to-new-strike-team.aspx

Last update: Wednesday, 18 May 2016
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Freedom of information
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Inquiry into illicit tobacco.

I wish to make the following submission to the Joint Committee on Law 
Enforcement into illicit tobacco, on behalf of the Rural City of Wangaratta and 
based on a recent case in Wangaratta.

As an Authorised Tobacco Act Inspector under the Tobacco Act 1987, (The Act), 
I first received a complaint regarding the selling of illegally imported cigarettes 
from a gift shop in the main street of Wangaratta, in November 2013.

Over the following 8 months, I gathered sufficient evidence to substantiate 
that illegal tobacco products were indeed being sold from the gift shop. The 
amount of time taken for these investigations was at the expense of other 
statutory duties required to be completed by a small team of two.

This required a substantial amount of my time to gather this evidence, in order 
to gain approval from Council’s Chief Executive Officer (CEO) to then apply to a 
Magistrate, to obtain a search warrant for the gift shop.

 
 

 

At this point in time I contacted Customs and Excise by telephone regarding my 
findings of the selling of illicit tobacco products, but unfortunately their 
response was that Local Government can handle the problem as it is too small 
a problem for them to become involved.

Initial information indicated that the gift shop was being conducted by a low 
level Lebanese crime gang, therefore Victoria Police assistance was requested 
through the local Police Inspector as a potential threat existed to my personal 
safety, if I conducted the execution of the warrant on my own.

The warrant was executed on 16 October 2014, with the assistance of another 
Council Environmental Health Officer (EHO) along with 3 Council Enforcement 
Officers and 4 Victoria Police Officers at approximately 10.12 am and required 
approximately 3 hours of everyone’s time to complete.
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Despite previous visits to the shop where I had conversed with them in English, 
the two males present suddenly claimed to not understand English, which 
subsequently required the use of a telephone interpreter service. This 
potential situation was previously discussed with the Victoria Police Officers 
who were part of the search party and an interpreter service via telephone was 
pre-arranged should the need arise, which it did.

During the execution of the Search Warrant, approximately 15.75 kilograms of 
“chop chop” was found on the premises along with 46,500 illegally imported 
cigarettes, all of which were seized.

(At 10 am the very next day when the gift shop opened, following the seizure 
of the tobacco products, it was once again fully stocked with illegally imported 
cigarettes.)

Since the execution of the warrant and subsequent prosecution, Council is still 
receiving complaints regarding the sale of illicit tobacco products from this 
establishment as to why they cannot act.

A representative sample of each of these products was then subsequently 
securely couriered to Southern Cross Plant Science, Southern Cross University, 
Lismore, New South Wales for testing and confirmation that the products were 
in fact Tobacco Products as defined by The Act.

This was found to be the case.

Proceedings were then commenced against the seller of the Tobacco Products 
and delayed a number of times, finally resulting in a Court Appearance on 10 
April 2015, in the Melbourne Magistrates Court.

This prosecution was successful and the defendant was fined $7,500 with legal 
costs of $7,200 and was allowed 18 months to pay the fines and costs.

Councils out of pocket costs and expenses were just over $19,000, not 
including any of the respective Council Officers time etc.

Anecdotally, I have been made aware of the same seller, selling both “chop 
chop” and illegally imported cigarettes at a weekly market in Yarrawonga along 
with sales occurring from another shop in Benalla. I have also been advised 
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that the seller rents a storage shed somewhere in Wangaratta, from which he 
re stocks his gift shop of the illegally imported cigarettes.

It would appear that the defendant knows the legislation very well, including 
the long drawn out process required to conduct a Search Warrant and the 
costs (both time and financial) applicable for a local government to prosecute.

The required processes to address this problem under The Act, makes it very 
difficult for Local Government to effectively control this situation.

The significant loss of revenue to the Federal Government through Customs 
and Excise should also be of concern.

Whilst The Act works well with legitimate Tobacco Retailers, it fails drastically 
in effectively dealing with people selling illegally imported tobacco products, 
let alone the loss of revenue to the Federal Government through Customs and 
Excise.

The most likely involvement of crime gangs, albeit minor gangs, is usually an 
early stepping stone that can eventually lead to selling other illegal substances 
to their existing customer base.

While this illicit tobacco problem is quite clearly a Commonwealth  
Government responsibility, the practicality is that Local Government is left to 
deal with the problem, which incorporates significant financial costs and staff 
resources to investigate and undertake legal action, in order to address the 
problem. 

Despite all that Local Government can and does do, nothing stops the sellers of 
illicit tobacco products from restocking the very next day and continue selling 
until given a court order to cease selling is issued.

When this happens, another seller from the same shop or another shop can 
commence selling and the whole process commences once again.

Given the significant time, costs, resources and staff involved, along with the 
outcome achieved, I will not be recommending that Council pursue this matter 
any further.
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Unless we can address this problem in a much more streamlined and faster 
process, I will not be pursuing this matter any further.

I would be happy to further elaborate on any of the contents of this 
submission if the Parliamentary Joint Committee wishes me to.
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The Terms of Reference of this inquiry are to examine the use and consequences of illicit tobacco 
in Australia, including the importation of contraband, counterfeit, and unbranded tobacco as well 
as domestically grown illicit tobacco, with particular reference to:

a. the nature, prevalence and culture of illicit tobacco use in Australia, including in 
indigenous, regional and non-English speaking communities;

b. the role of Commonwealth law enforcement agencies in responding to the importation, 
use, manufacture, distribution and domestic growth of illicit tobacco;

c. the loss of revenue to the Commonwealth arising from the consumption of illicit tobacco 
products;

d. the involvement of organised crime, including international organised crime, in the 
importation, distribution and use of illicit tobacco in Australia;

e. the effectiveness of relevant Commonwealth legislation; and
f. other related issues.

In this submission, the Department of Health (herein ‘the Department’) will provide a general 
response, addressing particulars described above in so far as they pertain to portfolio 
responsibilities.

Introduction and general framework
Australia’s approach to tobacco regulation is governed by the National Tobacco Strategy 2012-
2018 (the NTS), a sub-strategy of the National Drug Strategy 2010-2015.   The NTS was endorsed 
by all Australian Commonwealth, state and territory Health Ministers in November 2012.  The 
goal of the NTS is to: 

“improve the health of all Australians by reducing the prevalence of smoking and 
its associated health, social and economic costs, and the inequalities it causes”.

The NTS is consistent with Australia’s obligations as a party to the World Health Organization 
(WHO) Framework Convention on Tobacco Control (FCTC), which was developed in response to 
the globalisation of the tobacco epidemic.  The WHO FCTC is an evidence-based treaty that 
reaffirms the right of all people to the highest standard of health; its provisions commit nations to 
implementing tobacco control measures including policies to combat illicit trade.1

The Department has primary responsibility for developing the Australian Government’s public 
health policies, and is the focal point for tobacco control in Australia (in accordance with the 
WHO FCTC).2   As such, the Department has a leadership role in cooperatively engaging with other 
Commonwealth, state and territory stakeholder agencies with regard to tobacco control 
generally, 3   including responsibility for the development and implementation of tobacco control 
regulatory measures.
 
The Department also plays a key role in coordinating whole of government responses to tobacco 
control issues at the international level, including, relevantly, the ongoing consideration of 
Australia’s accession to the Protocol to Eliminate the Illicit Trade in Tobacco Products (the 
Protocol), a protocol to the WHO FCTC.

The Department notes that broadly, issues relevant to this Inquiry which relate to excise, customs 
tariffs, and law enforcement are matters for the Treasury, the Australian Taxation Office (ATO), 

1 World Health Organization Framework Convention on Tobacco Control, opened for signature 
16 June 2003,2302 UNTS 166 (entered into force 27 February 2005). 
2 Ibid, Article 5.2 (a)
3 Ibid, Article 5.2 (b)
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the Department of Immigration and Border Protection (DIBP) and law enforcement agencies 
(including the Australian Federal Police (AFP) and the Australian Crime Commission (ACC)).

Impact of illicit trade in tobacco
By making cigarettes ‘cheaper, more accessible and more difficult to regulate',4 the availability of 
illicit tobacco (usually sold at a cheaper price) impacts directly on the effectiveness of price-based 
public health policies aimed at decreasing smoking rates.  It is recognised internationally that if 
illicit tobacco is widely available, some smokers (most likely to be from low income groups5) will 
shift to buying and consuming cheaper illicit products rather than reducing consumption or 
quitting in response to price rises.6   As to the effectiveness of other tobacco control strategies, 
non-compliance with Australia’s other tobacco control measures means that smokers accessing 
illicit tobacco products may not benefit from measures including tobacco plain packaging, graphic 
health warnings, and other information including access details for the Australian Government’s 
“Quit Now” resources.

The impact of illicit tobacco in Australia is minimised by a robust legislative framework and a 
strong and active regime of enforcement aimed at eliminating illicit trade.

Nature and size of the illicit tobacco market in Australia
The term ‘illicit tobacco’ refers, technically, to tobacco products (defined as products made 
entirely or partly of leaf tobacco as raw material which are manufactured to be used for smoking, 
sucking, chewing or snuffing7) which are traded illicitly.  Illicit trade includes any ‘practice or 
conduct prohibited by law and which relates to production, shipment, receipt, possession, 
distribution, sale or purchase’.8

The true size of the illicit tobacco market in Australia is unknown, as due to the nature of tax 
avoidance and evasion, developing accurate methods of estimation is highly challenging.9  As 
such, there is currently no official estimate of the size of Australia’s illicit tobacco market, and 
those estimates that have been produced vary considerably in both market size and means of 
measurement.10  

The Department notes that DIBP and the ATO are working toward developing alternative, more 
accurate models for estimating the size of the illicit tobacco market in Australia.

International tobacco control framework
As mentioned above, the Department has primary responsibility for the implementation of the 
WHO FCTC in Australia, and is the lead agency responsible for Australia’s ongoing consideration of 
accession to the Protocol to Eliminate Illicit Trade in Tobacco Products under the WTO FCTC.

4 Ibid.
5 Gruber J, Sen A and Stabile M. Estimating price elasticities when there is smuggling; the sensitivity of 
smoking to price in Canada.(2003)  22(5) Journal of Health Economics 821–42..  
6 All Party Parliamentary Group, APPG Inquiry into the illicit trade in tobacco products, UK, 2013, p. 15. 
Accessed 20 November 2014 from: http://www.ash.org.uk/APPGillicit2013.
7 WHO Protocol to Eliminate Illicit Trade in Tobacco Products, opened for signature 10 January 2013, 
available at http://who.int/fctc/protocol/ratification/en/ (not yet in force), art 1.
8 WHO Protocol to Eliminate Illicit Trade in Tobacco Products, opened for signature 10 January 2013, 
available at http://who.int/fctc/protocol/ratification/en/ (not yet in force), art 1.
9 IARC (2011) IARC Handbooks of cancer prevention: Tobacco Control (Vol 14) - Effectiveness of tax and 
price policies for tobacco control. Lyon, France, IARC, WHO, p. 299.
10 National Drug Strategy Household Survey (available at http://www.aihw.gov.au/alcohol-and-other-
drugs/ndshs-2013/)  and KPMG LLP Illicit Tobacco in Australia report (available at 
http://kpmg.co.uk/creategraphics/2015/10_2015/LTM_H1_2015_Report/index.html#) 
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WHO Framework Convention on Tobacco Control (FCTC)

The WHO FCTC, which entered into force on 27 February 2005, was the first international treaty 
negotiated under the auspices of the WHO.11  Australia was an original signatory to the WHO 
FCTC. 

Parties to the WHO FCTC have committed to implementation of a range of tobacco control 
measures focused on reducing the demand, and addressing the supply of tobacco products, 
including, specifically, action to combat illicit trade in tobacco products (Article 15).  See 
Attachment A.

WHO FCTC Protocol to Eliminate Illicit Trade in Tobacco Products

The Protocol is the first under the WHO FCTC, and was adopted pursuant to Article 33.  It builds 
on pre-existing commitments in the Convention, and aims to eliminate all forms of illicit trade in 
tobacco products in accordance with the terms of Article 15.

Australian officials, led by the Department, participated in the negotiation of the Protocol. 

The Protocol reflects the international view that a coordinated global response to illicit trade in 
tobacco products is required as it is likely to be more effective in reducing illicit trade than 
individual, uncoordinated action taken by countries on an ad-hoc basis.  Central to the Protocol 
are measures aimed at securing the supply chain of tobacco products, including the 
establishment of a global tracking and tracing system within five years of the Protocol entering 
into force.  The Protocol also contains other measures requiring international cooperation on a 
wide range of matters including with regard to law enforcement and cross-jurisdictional 
regulation.  The WHO FCTC Secretariat summary of the Protocol is at Attachment B for further 
information.

The Protocol will enter into force 90 days after the deposit of the 40th instrument of ratification, 
acceptance, approval, confirmation or accession (in other words, when there are 40 Parties to the 
Protocol).  Once the Protocol enters into force, its provisions will be legally binding for all Parties.  
As at 13 January 2016 there are 13 Parties to the Protocol.

Under domestic arrangements, Australia is only able to accede to the Protocol once all necessary 
domestic laws are in place to implement obligations under the Protocol once it enters into force.  
For Australia to become a Party to the Protocol, legal and regulatory changes would be required 
to achieve full compliance. 

The Department has commenced work on the domestic processes required to inform a decision 
on whether to accede to the Protocol.

Current Australian strategies and interventions (relevant to illicit tobacco)

The Department is actively working with other Commonwealth, state and territory government 
agencies in a cooperative and collaborative manner to combat illicit tobacco, including by way of 
involvement in the Illicit Tobacco Interdepartmental Committee (the IDC).  The IDC was 
established by DIBP to endorse, drive and coordinate the delivery of a whole-of-government 
forward work agenda which contributes to tackling the illicit trade in tobacco.   

11 WHO, above n 1. 
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The Department notes that pursuant to Article 5.3 of the WTO FCTC, in the case of tobacco 
control policy, Australian governments should ‘act to protect these policies from commercial and 
other vested interests of the tobacco industry in accordance with national law’.12  Accordingly, 
the Australian Government interacts with the tobacco industry only when and to the extent 
strictly necessary to enable it to effectively regulate the tobacco industry and tobacco products, 
and ensures that any such interactions are conducted transparently. 

A number of key strategic documents have been developed to guide the development and 
implementation of tobacco control measures in Australia.   Some of the key documents and 
specific sections relevant to addressing trade in illicit tobacco have been extracted below.

The National Tobacco Strategy 2012-2018

The NTS was endorsed by all Australian Health Ministers at the meeting of the Standing Council 
on Health on 9 November 2012.13   The NTS prioritises (among other factors) the continued 
reduction in the affordability of tobacco products due to strong evidence of the influence of price 
on the prevalence of tobacco smoking.  As noted above, illicit trade in tobacco significantly 
reduces the effectiveness of price-based tobacco control measures.

The NTS outlines three actions that directly relate to minimising illicit trade:14

6.3.5 Continue to engage in international cooperation relating to tobacco taxation and 
addressing illicit trade in tobacco products, including through the WHO FCTC. 

6.3.6 Continue enforcement efforts to prevent the illegal importation and illegal supply and 
cultivation of tobacco and enhance technology and support systems to identify and 
respond to illicit trade in tobacco. 

6.3.7 Continue to monitor the supply and use of illicit tobacco in Australia and effective 
approaches to reduce the illicit trade in tobacco. 

Australia: the Healthiest Country by 2020 

The 2010 report of the National Preventative Health Taskforce, Australia: The Healthiest Country 
by 2020 – included a technical Report entitled Tobacco Control in Australia: making smoking 
history, which highlights the effect of illicit tobacco availability in undermining cost-based tobacco 
control strategies (including excise increases), particularly among low-income groups.15  

12 Article 5.3 of the World Health Organization Framework Convention on Tobacco Control
13 IGCD (Intergovernmental Committee on Drugs) 2013. National Tobacco Strategy 2012–2018, Canberra: 
Commonwealth of Australia. Available at: 
http://www.nationaldrugstrategy.gov.au/internet/drugstrategy/publishing.nsf/Content/national_ts_2012_
2018
14 Ibid, p. 20.
15 National Preventative Health Taskforce, Australia: The Healthiest Country by 2020 – Tobacco Control in 
Australia: making smoking history, 2009, available at: 
http://www.preventativehealth.org.au/internet/preventativehealth/publishing.nsf/Content/tech-tobacco. 
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Existing Australian legislation and enforcement action

There is a range of domestic legislation relevant to the regulation of tobacco product supply and 
control and reduction of illicit trade.  The issue of illicit tobacco is first and foremost a revenue 
evasion matter that attracts significant penalties under the Excise Act 1901 and Customs Act 
1901.   A number of agencies are involved in administering and enforcing relevant legislation in 
relation to illicit tobacco, including DIBP, the ATO, the AFP, and state/territory law enforcement 
bodies.  

State and territory governments also play a key role in tobacco control.  State and territory laws 
deal with tobacco retailers, bans on point of sale displays of tobacco products and bans on 
smoking in public places, outdoor places, vehicles and airports. Measures undertaken at state and 
territory level can also help prevent illicit trade in tobacco products, including licensing of retailers 
which is required in most states and territories.   
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Introduction 
The Department of Health (the Department) welcomes the work of the Parliamentary Joint 
Committee on Law Enforcement in its Inquiry into Illicit Tobacco (the Inquiry).  The Department 
provided a written submission to the Committee on 11 February 2016, and appeared before the 
Committee (on invitation) to give oral evidence at the first hearing of the Inquiry on Friday 4 
March 2016. 
 
The Department would like to further assist the Committee by providing the following 
supplementary submission, which seeks to clarify and provide some additional detail in relation 
to particular issues raised before the Committee at the hearing on 4 March 2016. 
 
Developing Tobacco Control Policies: Illicit Tobacco as a Consideration 
Consistent with obligations under the World Health Organization (WHO) Framework Convention 
on Tobacco Control (FCTC), Australia has in place a comprehensive range of tobacco control 
measures which address both supply of and demand for tobacco products. Enforcement and 
compliance aimed at combating illicit trade in tobacco products is a critical element of Australia’s 
approach to tobacco control, as it ensures that continuing smokers remain in the legal tobacco 
market where they are exposed to the full range of Australia’s tobacco control measures.   
 
The strength of the enforcement and compliance framework is therefore a central consideration 
in the development and implementation of tobacco control policy measures generally in 
Australia.  The level of consideration given to enforcement and compliance issues throughout the 
development of any specific policy is influenced by the presence (or otherwise) of evidence that a 
measure may have the potential to have relevant unintended consequences, including any impact 
on illicit trade.  
 
Whole of Government Approach  
In order to ensure that Australia’s tobacco control framework is as robust as possible, the 
Department has adopted a whole-of-Government approach to the development and 
implementation of tobacco control policies, underpinned by a strong collaborative process of 
cooperative engagement with numerous Commonwealth, state and territory stakeholder 
agencies. This whole-of-Government approach is augmented and informed by consultation with 
the public, civil society and the tobacco industry.1   
 
This inclusive and collaborative approach provides (among other benefits) the most effective 
means of addressing issues relating to illicit tobacco, particularly through the involvement of law 
enforcement agencies including the Department of Immigration and Border Protection (DIBP), the 
Australian Taxation Office (ATO), the Australian Federal Police (AFP), the Australian Crime 
Commission (ACC), the Australian Consumer and Competition Commission (ACCC), and state and 
territory police. 
 
To this end, the Department is a member of several committees and working groups focussed on 
tobacco control policy generally and/or on combatting illicit tobacco specifically:   

• Illicit Tobacco Inter-Departmental Committee  
• Illicit Tobacco Industry Advisory Group 
• Tobacco Commonwealth Regulators Meeting  

                                                           
1 Consistent with the Australian Government’s interpretation of Australia’s obligations under Article 5.3 of the WHO 
FCTC (clarified by the Australian Minister for Foreign Affairs on 5 January 2015 by way of Declaration communicated to 
the Secretary General of the UN), Australia should interact with the tobacco industry only when and to the extent 
strictly necessary to enable [it] to effectively regulate the tobacco industry and tobacco products, and should ensure 
that any such interactions are conducted transparently.  
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• Tobacco Stakeholder Group  
• Tobacco Regulators Forum  
• Tobacco Policy Officers Group 
• Intergovernmental Committee on Drugs National Expert Reference Group on Tobacco  

 
All committees apart from the Tobacco Policy Officers Group include the involvement of law 
enforcement agencies. 
 
Case Study:  Tobacco Plain Packaging 
In 2010 and 2011 the Department convened an Interdepartmental Committee on Tobacco Plain 
Packaging (the IDC). The IDC oversaw the development of the tobacco plain packaging measure, 
and the passage and implementation of the Tobacco Plain Packaging Act 2011 (the Act) and 
relevant regulations. Law enforcement agencies including the Attorney-General’s Department, 
the then Australian Customs and Border Protection Service, and the Australian Tax Office 
participated in the IDC. 
 
As part of the development of the measure, targeted consultations were held with the tobacco 
industry and other key stakeholders, in addition to public consultations. Targeted consultations 
with tobacco manufacturers canvassed issues relating to illicit tobacco, focussing on anti-
counterfeiting measures that could be included on tobacco products, and feedback from these 
consultations was taken into account in the development of the packaging design. 
 
The Post Implementation Review (PIR) of the measure completed in February 2016 pursuant to 
Australian Government administrative requirements for best practice regulation considered the 
potential effects of tobacco plain packaging on illicit tobacco through the Analysis of Costs and 
Benefits2 – specifically commissioned for the purposes of the PIR.  
 
Tobacco Plain Packaging 
The Analysis of Costs and Benefits (published as Appendix C to the PIR), concluded that tobacco 
plain packaging had not had a substantive impact on the illicit tobacco market in Australia, if any 
at all.  Peer reviewed studies aimed specifically at detecting and measuring changes in the illicit 
tobacco market over the time of the introduction of plain packaging found that there was no 
change in smokers’ reported use of unbranded illicit tobacco, no evidence of increases in use of 
contraband cigarettes, low levels of use of cigarettes likely to be contraband, and no increase in 
purchases of tobacco from informal sellers.3   
 
On 15 October 2015 the Australian Border Force’s (ABF) Assistant Commissioner Murray stated 
that the ABF had not detected any discernible impact on the illicit tobacco trade as a result of the 
introduction of plain packaging.4 
 
                                                           
2 Siggins Miller (2016) Consultancy services to inform the development of a Post Implementation Review of the 
tobacco plain packaging measure:  Regulatory Burden Measurement & Analysis of Costs and Benefits. 
3 The peer-reviewed studies are also consistent with the Australian Institute Health and Welfare (AIHW) National Drug 
Strategy Household Survey (NDSHS) data that indicates that the reported use of illicit tobacco in Australia declined from 
6.1% in 2007 to 3.6% in 2013. M. Scollo, M. Zacher, K. Coomber and M. Wakefield, ‘Use of Illicit Tobacco Following 
Introduction of Standardised Packaging of Tobacco Products in Australia: Results from a National Cross-sectional 
Survey’ (2015) 24 Tobacco Control pp. ii76-ii81; M. Scollo, M. Zacher, S. Durkin and M. Wakefield, ‘Early Evidence about 
the Predicted Unintended Consequences of Standardised Packaging of Tobacco Products in Australia: A Cross-sectional 
Study of the Place of Purchase, Regular Brands and Use of Illicit Tobacco’ (2014) 4(8) BMJ Open 
http://bmjopen.bmj.com/content/4/8/e005873.full (accessed 25 May 2015), page 3. 
4 ABC news online, Millions of cigarettes smuggled into Melbourne seized in raids; 15 October 2015.  Available at 
http://www.abc.net.au/news/2015-10-15/millions-of-cigarettes-smuggled-into-melbourne-seized-in-raids/6856290 
(accessed on 5 April 2016). 
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Tobacco plain packaging: Anti-counterfeiting and supply chain security 
The Tobacco Plain Packaging Act 2011 provides for tobacco companies to use certain anti-
counterfeiting techniques, including alphanumeric codes, barcodes and an unlimited number of 
covert marks (marks that are not visible to the naked eye), on packaging on a voluntary basis.  
 
As noted in the Department’s previous submission to the Inquiry, with regard to Australia’s 
accession to the WHO FCTC Protocol to Eliminate Illicit Trade in Tobacco Products, a central 
element of domestic implementation is the establishment of a global tracking and tracing system.  
It is likely that such a system of track and trace would require additional elements to be placed on 
tobacco product packaging which would, under current regulations, be prohibited. 
 
Should the Australian Government determine that a track and trace system is appropriate to 
effectively secure the tobacco product supply chain, amendments could be made to the Tobacco 
Plain Packaging Regulations 2011 to accommodate the scheme. 
 
Enforcement of Tobacco Plain Packaging 
Regardless of whether illicit tobacco is plain packaged or not, it should not be available for sale.  
Tobacco plain packaging was established as a public health measure and as such, compliance and 
enforcement mechanisms in the Act are designed to ensure that people accessing tobacco 
products receive the full benefit of plain packaging as a health measure – they are not intended 
or designed to counter criminal behaviour.   
 
As the primary aim of enforcement and compliance mechanisms under the Act are to achieve 
compliance with regulatory requirements, activities under the Act are most often undertaken in a 
conciliatory manner (including educative responses and issue of warning letters) aimed primarily 
at quickly rectifying non-compliance.    
 
Compliance and enforcement options include educative responses, issuing of warning letters and 
infringement notices, and civil proceedings and criminal prosecution. Enforcement action is 
proportionate to the breach identified, and strategic decisions are made on a case by case basis 
on the investigation of complaints including, where appropriate, referral to law enforcement 
agencies.  
 
Compliance and Enforcement action taken by the Department  
All complaints under the Act are actioned.  Complaints of alleged breaches of the Act can be 
made by anyone (including anonymously) by way of a number of avenues.5  
 
Compliance with the Act is generally high – of cases investigated to date, over 65% have been 
closed with the matter recorded as compliant with plain packaging requirements.  Of those nearly 
35% of complaints that remain open, many await formal closure after being found compliant 
after initial inspection, and others will be closed and recorded as compliant following re-
inspection.  
 
When a complaint is received from a member of the community (including, from time to time, the 
tobacco industry), the Department does not, as a matter of course, provide information to the 
complainant on the progress of investigation or enforcement action – to protect the privacy of 
the subject of the complaint, and confidentiality of investigations. 
 
 
 
                                                           
5 See: http://www.health.gov.au/internet/main/publishing.nsf/Content/report-tpp2011.                     
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Excise on Tobacco Products 
Generally, the development of Australian excise policy is the responsibility of the Treasury.  
However, the Department has a significant interest in the development of tobacco excise policy 
owing to the public health impact of tobacco excise policies and Australia’s obligation under the 
WHO FCTC (Article 6) to implement tax and price measures to reduce the demand for tobacco.   
 
Tobacco excise and illicit trade 
Whilst excise is the primary tool by which many governments influence the price of tobacco 
products, and in turn, the price of legal tobacco products can (in some circumstances) influence 
illicit trade, the experience of many jurisdictions throughout the world indicates that there is no 
direct correlation between high taxes and the size of the illicit tobacco market.6  In fact, in so far 
as excise influences the price of tobacco products, Table 1 below demonstrates that there was an 
inverse relationship between cigarette price and the size of the illicit cigarette market across low, 
middle and high World Bank Income Groups in 2007.  Table 1 also demonstrates a strong 
correlation between the size of the illicit tobacco market and World Bank Income Group (with the 
lowest income group having the largest illicit tobacco market by proportion of the overall tobacco 
market). 
 
Table 1: Relationship between legal price of cigarettes and illicit trade in 20077 

World Bank Income Group  Average legal price of a pack of 
cigarettes in US $  

Average percentage of illicit 
cigarette market  

Low-income  1.13  16.8  
Middle-income  1.89  11.8  

High-income  4.89  9.8  
 
Consistent with the relationship between World Bank Income Group and illicit trade 
demonstrated in Table 1 (above), there is international evidence to suggest that the size of the 
illicit tobacco market tends to be driven more by factors related to the supply of illicit tobacco 
than legal price.  These include the cost of supply of illicit product to the market (which is high in 
Australia due to geographical factors), the presence of informal distribution networks and 
organized crime, the scale of corruption, the level of law enforcement activity, likelihood of 
detection and the scale of penalties.8,9  
 
Therefore, even in the event that it could be demonstrated that excise rises have influenced the 
trade in illicit tobacco in Australia, enforcement is the appropriate response, rather than rolling 
back or limiting measures demonstrated to be highly effective in reducing smoking prevalence. 
 
Excise increases as an effective tobacco control measure  
The WHO and World Bank recognise that increasing excise (and therefore the price of tobacco 
products) will reduce the prevalence of smoking, prevent initiation and uptake among young 
people, promote cessation among current users and lower consumption among continuing 

                                                           
6 World Health Organization, Illegal trade of Tobacco Products: What you should know to stop it (2015)  page 7. 
Available at  http://apps.who.int/iris/bitstream/10665/170994/1/WHO_NMH_PND_15.3_eng.pdf?ua=1&ua=1 
7 World Health Organization, Illegal trade of Tobacco Products: What you should know to stop it (2015) page 7 (table). 
Available at  http://apps.who.int/iris/bitstream/10665/170994/1/WHO_NMH_PND_15.3_eng.pdf?ua=1&ua=1 
8 International Agency for Research on Cancer (2011). IARC Handbooks of Cancer Prevention, Tobacco Control, Volume 
14: Effectiveness of Tax and Price Policies for Tobacco Control. Lyon, France: International Agency for Research on 
Cancer, World Health Organization.  All Party Parliamentary Group, APPG Inquiry into the illicit trade in tobacco 
products, UK, 2013. 
9 Joossens L, Merriman D, Ross H, Raw M. How eliminating the global illicit cigarette trade would increase tax revenue 
and save lives. Paris: International Union against Tuberculosis and Lung Disease; 2009. 
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smokers.10,11  With regard to tobacco consumption specifically, the WHO regards increasing taxes 
and prices on tobacco products as the single most effective (and cost effective) tobacco control 
intervention for reducing tobacco use,12 with a 10% price increase on average resulting in a 4% 
reduction in tobacco consumption in high income countries.13  The WHO Guidelines for 
Implementation of Article 6 of the WHO FCTC provide that ‘the inverse relationship between 
price and tobacco use has been demonstrated by numerous studies and is not contested’.14  
 
In recognition of the effectiveness of excise and price based interventions on reducing tobacco 
use, the WHO technical manual on tobacco taxation administration recommends that tobacco 
excise (as a subset of ‘total taxes’ which includes GST) account for at least 70% of the retail prices 
for tobacco products.15  This best practice recommendation is based on over one hundred studies 
examining the impact of a wide variety of tobacco excise policies and interventions on tobacco 
use.   
 
Tobacco excise in Australia 
As of 1 September 2015, tobacco excise and excise equivalent customs duty in Australia 
accounted for 51.88% of the total retail price of the most popular brand of cigarettes (Winfield 20 
pack). The total of all taxes (excise plus goods and services tax) accounts for 60.98% of the total 
retail price.  
 
As at mid-2014, Australia’s total taxes applied to cigarettes were sixth highest among the 106 
countries who reported average cigarette taxes and prices to the WHO pursuant to their 
obligations under Article 6 of the WHO FCTC (see Table 2 below).  Australia is the only country in 
the world to index tobacco excise to wage inflation (average weekly ordinary time earnings) 
meaning that tobacco products do not become relatively more affordable over time.16  
 
As at mid-2014 Australia had the seventh highest after-tax cigarette prices in the world.17 Excise 
can influence price, and is the primary method by which the Australian government regulates the 
price of tobacco products.  However, recent increases in the price of tobacco products in Australia 
have not been driven solely by excise increases.  Studies have found that when tobacco excise 
increases, retail prices of tobacco products increase above the level resulting from increases in 
excise/customs duty even at the lowest-priced end of the Australian market.18 
 

                                                           
10 International Agency for Research on Cancer (2011). IARC Handbooks of Cancer Prevention, Tobacco Control, Volume 
14: Effectiveness of Tax and Price Policies for Tobacco Control. Lyon, France: International Agency for Research on 
Cancer, WHO.   
11 Jha P, Chaloupka F. J. (1999). Curbing the epidemic: Governments and the economics of tobacco control. Washington, 
DC: World Bank. 
12 Chaloupka, FJ, Cummings KM, Morley CP and Horan JK, Tax, price and cigarette smoking: evidence from the tobacco 
documents and implications for tobacco company marketing strategies. Tobacco Control, 2002. 11:i62-i72.  
13. IARC handbooks of cancer prevention: tobacco control. Volume 14: effectiveness of tax and price policies for 
tobacco control. Lyon, France: International Agency for Research on Cancer; 2011.  
14 WHO, Guidelines for implementation of Article 6 of the WHO FCTC:  Price and tax measures to reduce demand for 
tobacco; Adopted by the Sixth Session of the Conference of the Parties to the WHO FCTC in 2014, page 4. 
15 WHO Technical Manual on Tobacco Tax Administration. Geneva: World Health Organization, 2010, page 21 and 104.  
Available at: http://www.who.int/tobacco/publications/tax_administration/en/index.html  
16 See discussion of this in WHO Report on the Global Tobacco Epidemic, 2015, page 39. Available at 
http://apps.who.int/iris/bitstream/10665/178574/1/9789240694606_eng.pdf?ua=1 
17 WHO Report on the Global Tobacco Epidemic, 2015, Appendix IX, Table 9.1, Graph 9.2.0, available at 
http://www.who.int/tobacco/global_report/2015/appendix_ix/en. The prices reported are for a pack of 20 of the most 
sold brand of cigarettes, in international dollars (at purchasing power parity) as at mid-2014. 
18 Michelle Scollo, Megan Bayly, Melanie Wakefield, ‘The advertised price of cigarette packs in retail outlets across 
Australia before and after the implementation of plain packaging: a repeated measures observational study’ (2015) 
Tobacco Control;24:ii82-ii89.  Available at: http://tobaccocontrol.bmj.com/content/24/Suppl_2/ii82.fullb 
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For example, the average price of a single cigarette increased by 34¢ from February 2008 to 
March 2014: and 15¢ of this increase went to tobacco companies and retailers.  A pack of British 
America Tobacco Australia’s (BATA) Winfield 25’s increased in price from $16.55 in August 2011 
to $18.75 in February 2013. Of that $2.20 increase, only 44¢ was attributable to increases in 
excise – the remaining $1.76 represented an increase in profit margins for BATA and retailers.19   
 
Table 2: Average total taxes applied to a pack of 20 cigarettes as at 31 July 201420 

Rank Country Average total taxes in international dollars (at purchasing 
power parity) 

1 United Kingdom  9.11 
2 Ireland  8.68 
3 Singapore 8.15 
4 New Zealand  7.96 
5 Norway  6.25 
6 Australia  6.21 

 
 
 
 
 

                                                           
19 Neil Chenoweth, ‘Tobacco companies’ $2.2b payday’, Australian Financial Review, 2 July 2014 – citing data provided 
by the Cancer Council Victoria. 
20 Source data - WHO, Report on the Global Tobacco Epidemic 2015, Appendix 9, Table 9.5.  Available at 
http://www.who.int/tobacco/global_report/2015/appendix_ix/en/ 
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