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3, Murhaiga Road

MINARY FINDINGS ON THE ONGOING TAX INVESTIGATION

{0 the ongoing investigative audit on your Company.

gshgabion commenced on 27 Cetober 2017 with « meeting held with yourselves on
mber 2017. Immediately after this meeting, an information request was shared
urselves via email dated 17 November 2017. This initial information was received
ater than the agreed date. You provided piecemeal information despite numerous
1ps through emails and phone calls.

ivsis ol the information received, we shared with vou-our initial findings via
ated 7 March-2018.and nvited yourselves for a meeting with us, which was held

reh 2018 at KRA offices. During this meeting, the attendees were taken through
tial findings «:n gains and losses.

the meeling, it was discussed and agreed that a reconciliation of the purchases
lovvatume of products taxes have heen paid be done and shared with us including
impoct entries and C'OSIS entries. To date, only data for 2015 and 2016 have been
ided and numerous follow ups have been done for the outstanding data without any
SI W are alwave told thal the information is heing retrieved from the archives. It
50 discussed a0:d agreed that the information on transfer pricing be forwarded to us
SAas ot haen done to date.

. »

fore hased o' the fnforniation available to us in addition to what you provided, we
Sentour-initial findings for your attention and action as follows:

adicts Gaivs and Losses
sis ofinlgrmation available to us.including that provided by yourselves, indicates
@ company realized products gains far the years 2010-2016 as summarized-belows
luimes are in liLres. X ' Y M G

: o o - :
edph PRard - - %////}( (.ZZJ///'//'// -.‘i/;/'//_('yr*///f’?a/ . T ,ff“;ml%
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ted below:

= 3.675,488
= of these products gains are as lis
ns

erminals gains

ins

ity gains
ature Gains
W

sw Loans gains

sis of these gains indicated that t

4 All volumes are in Litres.
- = Ty

axes were paid under zero manifest as

all

cy oot

2013 e ol

5,407,311 2,995,432 8,402,743
906,821 - 906,821
821,341 1,544,000 2,365,341 |

- 344,000 344,000

- 197,000 197,000

- 96,000 96,000
2,455,888 . 2,455,888 |
77,679 = 77,679 |

d volumes under zero manifest

os between total product gains an
d on the information presented above the duty payable

(see attached workings)

he variarnc
ibjected to taxation. Base
_ Sat Kshs9,333,550,899-33

luding that provided by yourselves, indicates

of information available to us inc
mpany realized a gain in Tops product for the years 2010-2011 as summarized

stock 288,540
13,740,000

r 14,028,540
hat the company in each of the year these gains were realized transferred out
.l;ct. Taxes shall be computed on this product gains. The duty payable on this
ElS that of PMS as the product is closely associated with PMS. Based on the
tion presented above the duty payable is Kshs785,179,905-09 (see attached
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¢l Losses

the tnformation provided by yourselves indicates that the company suffered
\p YeALS 2010-2010 s shown below:

I AR T M s IR BRI

7 *\L, B600 | 1,680,070 L0700 27,900,670
T R T T B ¥ T T Y T A YT TS R——
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| s | RGeS | T T e | aaanm | siasonre | Gaabeate
W [ TRan | seis | mebono | oabadis | 720600 |

5,351 126,079 22792 | 20,180,060 | 73,731,858 63,064,167

8310098 | 177001 | aeiiao 10,655,191 8,334,968 4120003 | 5100,624
3,348,985 2,837,084 11,382,076 14,690,193
 99-337 71999,975 | 14,858,215 20,824,359 | 149,652,827 [ 213,503,582 [ 213,298,139

s of these losses are as listed below:
: Losses

‘erminals
RL Losses
er Costs
velling Costs
row Loans
brands

on under Section 90 (1) of the ITA

at the company applied for relief of error under Section 90 (1) of the ITA. The
‘was based on the forensic audit report by Deloitte & Touche.

1.‘.‘

e

View of the forensic report and the application itself, additional information was

ind the company was required to provide a reconciliation of the losses written
€ losses suffered in the inventory movement schedules provided but none has
Vided to date. A further review of the Deloitte report indicated that products lost
ally throughputters products and not LOKL products.

ence of reconciliation of the losses written off to losses in stock movement
and evidence of the products actually lost belonging to LOKL, the application
ected. The loss included in the 2014 year of income of Kshs255,810,850 is

10re disallowed. The tax implication of this is estimated as Kshs76,743,255.
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setween product purchases and COSIS Volumes
e products purchased by the company vis-a-vis the volumes i which tases

“inder COSIS and we noted the following variances:

o
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3
“all the purchases made and COSIS volumes were requested for each of the
r review. However, only data for 2015 and 2016 has been provided. Data for
‘have not yet been provided.

the data already provided indicted that all the variances in 2015 and 2016 are

 transit products.

to carry out a review of these products in transit, we require the following

on from 2010-2017:
ales
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ﬁformat‘ion presented with ex

. planation of variances being transit products,
ted on these transit products,

[tis clear that these transit products were in

‘of LOKL which is a local company, hence dutiable in Kenya. The estimated
is Kshs5,122,431,068.84 (see attached workings)

» between turnover for VAT and Corporation tax

1e turnovers declared for corporation tax and VAT revealed the following

2C Turnover VAT3 Turnover Variance

3

Tax@goi%_

13,943,000 L 45,310,803,717 | 7:396,860,717 | 2,219,058,215.10

3,147,208,000 38,273,813,711 126,605,711 37,981,713.30

32 688, f1’6,000 32,804,652,643 166,133,643 49,840,092.90
366,000

‘ 28,577,370,790 94,004,790 28,201,437.00
:‘“‘83,036,000 144,966;6io;861 | 7,783,604,861 2,335,081,458.3
‘tion.tax payable on these variance is Kshs2,335,081,458.30
r pricin
Ing is one of the issues under inv

1t was not concluded by the time

estigations. This issue had been reviewed
&E took over the investigations.

_"‘meeting held on 9 March 2017, additional information

n earlier shared with LTO) was requested but none has b
under review include:

on of professional and international services including training to Oilibya

(especially soft copy
een provided to date,

on of Mmanagement support services to related non-resident affi
n Cluster.

ase of products mainly lubricants from EOST,
of products to Oilibya Uganda, Oilibya Ethiopia, Qil
uti, and to other third parties.
Sion of facilitation services to Oilibya Uganda under throughput arrangement
ion of financing facility through extended credit terms for affiliates

liates in the

ibya South Sudan, Oilibya

> conclude this review, you are therefore required to provide for each yearunder
tons the following information:

=~ O] professional and international services including trainin

g to Qilibya
j'sts Incurred in providing professional and internati
Taining to Oilibya Uganda

ereakdown of the costs incurred e.g. flight costs, accommodation ete.

Mark up earned for providing professional and international services including
training to Oilibya Uganda

onal services including
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égw Oilibya Uganda for providing professional and international services
s training

nagement support services to related non-resident affiliates in the

curred in provision of management support services to related non-
affiliates in the Eastern Cluster.

awn of the costs incurred e.g. flight costs, accommodation ete,

 earned in provision of management support services to related non-
it affiliates in the Eastern Cluster

mployees designated as Coordinators for the region on behalf of ACS
criptions of these employees

ration of these employees including hardship allowances paid
s for reimbursements of costs incurred for m

10n-resident affiliates in the Eastern Cluste
rsements received

roducts mainly lubricants from LOSU.
 from LOSU on products purchases

ms charges by LOSU on each invoices

1ts made to LOSU including that of premium charged

ucts to Oilibya Uganda, Oilibya Ethiopia. Oilibya South Sudan, Oilibya

0 other third parties.

anagement support services to
r

JustomerdCountry O TAn Tty I e Entoy Vo e
g s l e ,.'v:-. .’01' g “‘;J; - ‘;‘
omert RNt E SRS Sl (dollare) £

=)
A

it

3

cilitation services to Oilibya Uganda under throughput arrangement
Bhput services contract with Qilibya Uganda

shput fee received from Oilibya Uganda
mary of throughput volumes for Oilibya Uganda

Linancing facility through extended credit terms for affiliates
company balances

any’s credit policy

D with AOSL

kdown of the joint venture expenses e.g. administration, management,
tics etc.

dices to AOSL and payments received

K up charged and payments received on the same
Written o

1edule of bad debts written off

ans advanced to Libya Oil Sudan, Libya Oil Ethiopia, Emirates Airline, AOSL,
'_ ibya Uganda
d debts policy

(2
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-;‘t required to provide the outstanding, informution/documents and response
atsed within seven (7) days from the dite of recelipt of this letter,
1

,f.clnriﬁculiun. you may contnet the undersigned on el No.o709011747 or
h on 070901 1704,

Tl fll(lv'y investigation findings are limited to the material u.umli'nml ane {Iu‘
;(’ peserves the vight to issue fresh assessments mhm:c' netw mffn'nmfmn
ailable. lurther, this is not a har 1o prosecution where it is entablivhed that
e has been conmitted.”
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