APPENDIX 16
TAX EVASION AND OTHER IRREGULARITIES
Mechanisms were devised to assist certain local companies (“importers”) to evade taxes such as import duty, excise duty and VAT (“Taxes”). Based on the e-mails and other records, entities involved in such tax evasion include, but not limited, to the following:
· Kingsway Tyres Limited/Kingsway Tyre and Automart Ltd (“KTL”)

· Creative Innovations Ltd

· Bachu Industries

· Brand Imports Ltd

· Cargo Distributors

· Aua Industria Ltd

· Hidden Treasures
· Books First
· Motorline (in Mombasa)

· Shift Cargo Ltd

· Africa Media Group Ltd-Tanzania

· Transcargo Ltd-Tanzania 

Such evasion of taxes would be facilitated by the involvement of 6 off-shore companies namely:

· Tradex SRL (“Tradex”) in Italy

· Capricorn SRL (“Capricorn”) in Italy

· Parmex Limited (“Parmex”) in the UK

· Parmar General Trading LLC (“PGT”) in Dubai

· Epsom Holdings Corporation ( “Epsom”) in Liechtenstein and

· Foreman Corporation (“Foreman”) in Belize  

The diagram below illustrates the activities and parties involved in the importation of goods, the payment of these and documents used for the payment of taxes on the importation.
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· Tradex SRL in Italy

· Capricorn SRL in Italy

· Parmex Ltd in the UK

· Parmar General Trading in Dubai

· Epsom Holdings Corporation in Leichtenstein

· Foreman Corporation in Belize


Key features are:

· Suppliers invoice the off-shore companies for the goods supplied to the importers who are customers of Charterhouse Bank Limited (CHB)
· Off-shore companies provide undervalued pro forma invoices and/or commercial invoices to the importers for purposes of IDF declaration on the value of goods imported and therefore taxes payable

· Importers remit funds to the off-shore companies for the goods supplied by:
· remitting foreign currency monies into Paolo and Capricorn bank accounts at CHB which is then remitted to Tradex and Capricorn (on Paolo’s instructions) without appropriate supporting documents and 

· direct payments to the off-shore companies. 

· Remitters would instruct Paolo on what to do with the payments remitted. Since purchase of amounts above US$10,000 requires supporting documents, the remittances into Paolo’s accounts (either by cash or transfers from account holders at CHB) are in most cases in tranches of US$10,000 or equivalent in other currencies.
A description of each of the off-shore companies, their activities and involvement in the process is as follows:

Tradex and Capricorn in Italy

· These two companies are in Italy and are represented by a Mr Paolo Sattanino. (“ Paolo”). 

· Paolo maintains 7 personal accounts at CHB ( Sterling Pound, Euro, US$ and KShs )

· Capricorn has 4 bank accounts  (2 Euros and 2 US$) at CHB

· Paolo facilitates the documentation, inspection, shipment and payment on behalf of the importers of goods to the exporters.  Negotiations and identification of suppliers is often done by the importers directly. Key importers are KTL for tyres, rims and other accessories, Creative Innovations Ltd for furniture and electrical accessories and Hidden Treasures for books.
· Paolo provides under valued pro forma invoices, blank invoices and commercial invoices as required by the importers to evade import taxes. Instructions in respect of these requirements are from Sanjay. Paolo makes payments to suppliers and others on instructions of Sanjay and the importers

· There is evidence of an agreement by Sanjay to pay Paolo 0.5% profit/commission on the FOB values from the suppliers

· Monies are remitted into Paolo’s various accounts at CHB by the importers and other individuals. Paolo maintains accounts of the remitters and provides statement of accounts to them. These statements indicate payments received from them, debit notes sent and payments made on their behalf. Since the purchase of amounts above US$10,000 requires supporting documents, the remittances into Paolo’s accounts (either by cash or transfers from account holders at CB) is almost always in tranches of US$10,000 or equivalent in other currencies

· Monies from Paolo’s and Capricorn accounts are then remitted mainly to Tradex and Capricorn on instructions from Paolo without supporting documentation. 

Paolo’s bank accounts at CHB

The table below is a summary of the following:

· Funds received into Paolo’s and Capricorn’s  active accounts at CHB and 

· Samples of remittances made off-shore from Paolo’s accounts on his instructions

Funds received by Paolo and Capricorn active bank accounts at CHB
	Account Details
	Account Name
	Account Number
	Transactions period
	Number of Credits in the account
	Value of credits into the account
	Comments based on the description in the current account

	
	
	
	
	
	Total
	cash 
	Transfers
	

	GBP
	Paolo
	CA 01-700154
	Apr 04 to Oct 05
	7
	         18,650 
	         4,552 
	       14,088 
	A single cash credit of GBP 4,552 is from D Shah.
Source of the credit transfer is unknown.

	Euro
	Paolo
	CA 01-800145
	Apr 04 to Jun 06
	168
	    1,205,052 
	      171,451 
	      937,265 
	Creative Innovations Ltd, KTL and Brand Imports account for 51% of the total transfers into this account (18%, 15% and 18% respectively). Other transfers include Cargo Distributors, Hon Kabogo, Habib, Suresh Shah and D. Shah. Transfers made in tranches of US$ 10,000 and below.

	Euro but maintained as KShs
	Paolo
	FX 01-400145
	Dec 03 to Mar 04
	35
	  28,705,103 
	 15,140,315 
	 13,556,316 
	Euro account maintained in Kenya Shillings 
Transfers are mainly from Creative, Cargo Distributors Ltd and Capricorn in tranches of US$ 10,000 and below.

	US$
	Paolo
	CA 01 - 600006
	Feb 03 to Jun 06
	187
	    2,284,533 
	       85,249 
	   2,157,312 
	There are about 150  transfers into this account of $10,000 each mainly from Creative Innovations Ltd and KTL accounts

	US$ but maintained as KShs
	Paolo
	FX 01-400006
	Mar 99 to Mar 04
	148
	  63,646,190 
	 39,026,661 
	 18,261,783 
	This is a Euro account maintained in Kenya Shillings. Transfer mainly from Creative Innovations Ltd, Capricorn and Saima Avandero.


	US$ but maintained as KShs
	Capricorn
	FX 01-400093

	Jan 02 to Dec 03

	67

	53,230,397

	 13,187,013
 
	 22,609,403
 
	Credits into this account are mainly from Creative Innovations Ltd, Paolo and Capricorn.  


	Euro but maintained as KShs
	Capricorn
	FX 01-400098

	Feb 02 to Dec 03

	175

	136,961,850
 
	 71,175,189 

	 43,327,867
 
	There are mainly cash deposits into this account. Credit transfers are mainly from Creative Innovations Ltd, Brand Imports, KTL and Cargo distributors.  


Examples of remittances made from Paolo and Capricorn accounts on Paolo’s instructions
	Date of email
	Remitter as  specified by Paolo
	Remitter details as advised by Paolo
	Currency
	Amount 
	Beneficiary
	Account to be debited as specified by Paolo

	19-Sep-02
	Creative Innovations Ltd


	None
	Euro
	19,710 
	Capricorn
	Capricorn Euro  Account with CB

	23-Sep-02
	Kingsway Tyres Ltd
	Invoice No 257
	Euro
	17,412 
	Capricorn
	Capricorn Euro  Account with CB

	23-Sep-02
	Brand Imports
	None
	Euro
	70,000 
	Capricorn
	Capricorn Euro  Account with CB

	13-Nov-02
	Cargo Distributors Ltd
	Invoice No 281
	Euro
	2,991 
	Capricorn
	Capricorn Euro  Account with CB

	19-Dec-02
	Cargo Distributors Ltd
	Invoice No 348
	Euro
	13,859 
	Capricorn
	Capricorn Euro  Account with CB

	19-Dec-02
	Creative Innovations Ltd
	Invoice No 330, 334, 340, 343, 323, 336
	Euro
	39,471 
	Capricorn
	Capricorn Euro  Account with CB

	06-May-03
	Brand Imports
	Invoice No 101
	Euro
	21,319 
	Capricorn
	Capricorn Euro  Account with CB

	06-May-03
	Creative Innovations Ltd
	Invoice No 100
	Euro
	26,800 
	Capricorn
	Capricorn Euro  Account with CB

	06-May-03
	Kingsway Tyres Ltd
	Invoice No 94
	Euro
	33,923 
	Capricorn
	Capricorn Euro  Account with CB

	11-Oct-04
	Creative Innovations Ltd
	Deposit on order confirmation
	US$
	70,000 
	Tradex
	US$ account no Fx 400006

	19-Oct-04
	Kingsway Tyres Ltd
	Invoice No 143
	GBP
	695 
	Tradex
	GBP account no Fx 400154

	19-Oct-04
	Charterhouse
	Invoice No 68/105/133/140 /146/151/162/164
	Euro
	31,638 
	Tradex
	Euro account Fx 4000145

	15-Nov-04
	Franco Tramontano
	None
	US$
	16,000 
	Tradex - Dubai UAE
	US$ account no CA 600006

	20-Dec-04
	Kingsway Tyres Ltd
	Invoice no 200
	Euro
	26,307 
	Tradex
	Euro account Fx 4000145

	07-Jan-05
	Creative Innovations Ltd
	Invoice no 148
	Euro
	20,000 
	Tradex
	Euro account Fx 4000145

	14-Jan-05
	Africa Media Group Ltd
	Final settlement
	US$
	30,000 
	Screen Service Italia SRL
	US$ account

	21-Jan-05
	Kingsway Tyres and Automart Ltd
	Invoice no 7400578/7400593/7400594
	US$
	49,908 
	Wilson Logistics Italia Spa
	US$ account no Fx 400006

	31-Jan-05
	Kingsway  and Creative Innovations Ltd
	Kingsway invoice - 160
Creative Innovations Ltd - Order confirmation
	US$
	200,000 
	Tradex
	US$ account no Fx 400006

	03-Feb-05
	Creative Innovations Ltd, Brand Imports & Motorline
	Invoice no 183/199/203/165/152
	Euro
	60,026 
	Tradex
	Euro account Fx 4000145

	08-Mar-05
	Charterhouse
	Invoices no 193/3/7/26
	Euro
	42,534 
	Tradex
	Euro account Fx 4000145

	31-Mar-05
	Africa Media Group Ltd
	Invoices no 49 dated 22/3/2005
	Euro
	27,271 
	Tradex
	Euro account Fx 4000145

	07-Apr-05
	Creative Innovations Ltd
	Deposit on order confirmation
	US$
	170,000 
	Tradex
	US$ account no Fx 400006

	12-Apr-05
	Any African name
	None
	Euro
	1,531 
	Mr. Ettoro Longo
	Euro account Fx 4000145

	21-Apr-05
	Creative Innovations Ltd
	Invoices no 40/42/50/62
	Euro
	48,980 
	Tradex
	Euro account Fx 4000145

	25-May-05
	Aua Industria Ltd
	Deposit on order confirmation
	US$
	100,000 
	Tradex
	US$ account no Fx 400006

	01-Jun-05
	Charterhouse
	Invoices no 47/63/66/73/87
	Euro
	33,809 
	Tradex
	Euro account Fx 4000145

	01-Jun-05
	Kingsway, Hidden treasures & Creative Innovations Ltd
	Invoice 80, Invoice 51& Deposit on order confirmation
	US$
	117,010 
	Tradex
	US$ account no Fx 400006

	22-Jun-05
	Hidden treasures
	Invoice No 109
	GBP
	753 
	Tradex
	GBP account no Fx 400154

	27-Jun-05
	Kingsway 
Creative Innovations Ltd
	Invoice no 77
Invoices 81 (partial) 99 (full)
	Euro
	62,287 
	Tradex
	Euro account Fx 4000145

	11-Jul-05
	Any African name
	None
	Euro
	978 
	Mr. Ettoro Longo
	Euro account Fx 4000145

	18-Jul-05
	Suresh Shah
	Deposit on order confirmation
	Euro
	15,000 
	Tradex
	Euro account Fx 4000145

	20-Jul-05
	Creative Innovations Ltd
	Deposit on order confirmation
	US$
	80,000 
	Tradex
	US$ account no Fx 400006

	29-Aug-05
	Creative Innovations Ltd
Aua Industria Ltd
	Deposit on order confirmation
	US$
	100,000 
	Tradex
	US$ account no Fx 400006

	14-Sep-05
	Brand Imports
Creative Innovations Ltd
	Invoices 150/146/113
	Euro
	79,688 
	Tradex
	Euro account Fx 4000145

	20-Sep-05
	Brand Imports, Creative Innovations, Africa Media Group, Kingsway
	Invoices 147/146/138/134
	Euro
	29,167 
	Tradex
	Euro account Fx 4000145

	29-Sep-05
	Hidden treasures
	Invoices 174
	GBP
	1,000 
	Tradex
	GBP account no Fx 400154

	13-Oct-05
	Any African name
	None
	Euro
	560 
	Mr. Ettoro Longo
	Euro account Fx 4000145

	23-Nov-05
	Charterhouse
	None
	Euro
	27,716 
	Tradex
	Euro account Fx 4000145

	06-Dec-05
	Creative Innovation Ltd
	Invoices 116 & 186
	Euro
	93,090 
	Tradex
	Euro account Fx 4000145

	23-Jan-06
	Creative Innovations Ltd
	Invoices 229/05
	Euro
	54,741 
	Tradex
	Euro account Fx 4000145

	17-Mar-06
	Aua Industria Ltd
	Deposit on order confirmation
	US$
	30,000 
	Tradex
	US$ account no Fx 400006


Examples of Paolo’s e-mail communication 

Below are examples of e-mail communication between Paolo and Sanjay and other remitters to his account:

· Paolo to Amar Taylor of Aua Industria dated 11 October 2005

“Apparently you have paid US$62,000 to Tradex Italy wherein was expecting the same to be paid in Kenya with CB!! ………please never pay to Italy unless we agree first!! “  This money was paid directly to Italy by a Mr Paresh Shah (US$39,982.50) and Mr Palvi Patel (US$21,982.50)  

· Paolo to Sanjay regarding Aku of Brand Imports dated 16 November 2005
“ ….aku has given instructions to Charterhouse to remit to Tradex Italy Euro 39,228.18-That is fine for me but can you make sure no sender neither details will appear on the TT!!. reason is, i do not have any official outstanding on my books with Brand imp”  Sanjay responded on 17 Nov 2005  “We will not put name on your Euro Credit on the statement|”

· Sanjay to Paolo dated 7 July 2005

“ Kindly note the above amount has been remitted to your account by Hon Kabogo” The amount is Euros 5,270

· Paolo to Sanjay dated 13 September 2005

“I have asked Suresh to pay 100,000 Euros to tradex to be able to pay his suppliers. I do not know whether he needs to pay the same to my account in Kenya or not…….in case he wants to go through my Charterhouse account, please make sure this will not be done in one lot……..”

Parmex and PGT  

· Parmex is a company registered in the UK and PGT in Dubai. It appears that there is common ownership interest in these two companies by the Parmar family which actively manages these companies. The UK Company is actively managed by Mr D.Parmar and Mr S. Parmar and the Dubai business by Mr B.Parmar and Mr C. Parmar (son of B.Parmar).  

· There is evidence of an agreement by Sanjay to pay Parmex 0.5% profit/commission on the FOB values from the suppliers.

· Parmex  and PGT facilitate the documentation including providing pro forma invoices for the purpose of import declaration, inspection, shipment and payment on behalf of the importers of goods to the exporters. This arrangement is similar to that of Paolo of Tradex but in this case Paolo often does the administrative work and also issues Parmex Ltd invoices to KTL and other importers. Key importers are KTL and Creative Innovations Ltd.
· KTL purchases tyres mainly from Transityres in Europe in the name of Parmex. Transityres invoices Parmex which in turn invoices KTL and sends both of these invoices to KTL. 
· Sanjay provides guidance on the activities and trading of Parmex and has arranged securities for loan facilities to Parmex’s lenders.  Parmex had loan facilities of about US$4.4m October 2004 at AMN Amro, guaranteed by personal deposits of Sanjay Shah/Manoj Shah/Manish Shah. 

Other activities of Parmex and PGT

        Local sales paid  off-shore


There is evidence that sales made locally by KTL to buyers such as Transenergy (K) Ltd in Mombasa, RT (East Africa) Ltd and Bachu Industries are paid for in Dubai to PGT by the purchasers E.g. a local sale of US$181,936 to Transenergy was paid for by Transenergy’s office in Dubai to PGT by way of 4 equal post dated cheques.  Similarly another local sale to Transenergy of US$ 56,880 was paid for in Dubai to PGT and in this particular instance 2 invoices seem to have been raised by Kingsway Tyre and Automart. One for US$ value to PGT since they asked for an invoice to be accounted for in their books and another local invoice to Transenergy. It is therefore likely that this method of invoicing and direct off-shore payments/receipts could result in under-reported revenues by KTL.

Payment of personal and friends bills

Certain personal bills and of parties related/associated to Sanjay are received by Parmex and paid on Sanjay’s approval. These include bills for credit cards, Amex card bills for Mr Harun Mwau and safe deposit box rentals. D.Parmar notified Sanjay of receiving John Harun’s Amex bill of ₤9,086 and the need to pay this bill.

Local Payments on behalf of PGT

Often payments are made locally by Sanjay on behalf of PGT on instructions of Mr B. Parmar. The equivalent of the local amounts in US$ is credited to the relevant accounts such as KTL or Creative Innovations Ltd account in Dubai. Examples include:

· Payment of US$10,000 made to Mr Jaffer and Creative Innovations Ltd account credited in Dubai

· KShs 1,152,540 paid to Mr Gulam Abbas and Creative Innovations Ltd account credited in Dubai

· US$10,000 and KShs 449,580 paid to Mr Gulam Abbas and KTL account credited with US$16,000 in Dubai 

      Receiving payments from Paolo on behalf of KTL

Paolo maintains a trading current account with Parmex. Often Sanjay requests Paolo to instruct Parmex to debit Paolo’s account in its books and credit the KTL account with the same. In return KTL credits Paolo’s US$ account at CB. E.g. a US$100,000 transfer from Paolo’s account into KTL account in Parmex books was re-imbursed to Paolo in his US$ account at CB by way of 10 tranches of US$10,000 so as to avoid any documentation as required by CBK.   

Receiving payments for various third parties
Various payments were received into the Parmex account at CB from individuals, CB and likely customers of KTL. It seems there were private arrangements made by Sanjay with the remitters to have funds remitted to Parmex. Further investigations are required to understand the completeness of these transactions i.e.  the authenticity of the remitters and the reasons for remitting monies to Parmex.

The table below provides details of some of the funds paid to Parmex
	Date of email
	Payer
	Currency
	 Amount 
	Comments

	
	
	
	
	

	06-Sep-04
	Cash less commission
	US$
	  49,750.00 
	B. Parmar writes to Sanjay "we are crediting parmex account with US$ 200,000 and the remaining we credit Kingway Tyres account with US$ 49,676.5 in PGT books”

	
	Monia Posti
	US$
	 129,950.50 
	

	
	Amin and Premji
	US$
	  69,976.00 
	

	25-Sep-04
	L Dolciami c/o Bay forex
	US$
	  64,996.00 
	B. Parmar writes to Sanjay " …… we have receved US$ 64,996 with value dated 16.09.2004 from L.Dolciami, C/o Bay forex as per enclosed copy. We are creditting this amount to Kingsway Tyres account."

	10-Jan-05
	Mehul
	GBP
	    6,000.00 
	D. Parmar  of Parmex writes to Sanjay "we confirm receiving instructions from Mehul to transfer GBP 6,000 to Kingsway Tyres”

	17-Jan-05
	Mehraz Ehsani
	US$
	  39,951.59 
	S. Parmar of Parmex email to Sanjay advising receipt of funds

	
	Kingsway Tyres
	US$
	 199,936.73 
	

	23-Feb-05
	Jaspal
	GBP
	    5,000.00 
	S. Parmar advising Sanjay of the receipt of cash

	24-Feb-05
	Parmex, UK
	GBP
	 100,000.00 
	₤100,000 was received in cash from unknown source. D. Parmar of Parmex writes to Sanjay "we are depositing the cash of GBP 100,000 in lots of approx 5,000 per day. Hence the first payment of approximately US$ 90,000 to Transtyre can not be effected until about 8 working days time from today.” 

	28-Feb-05
	Rowshanak Nazari Khan, of Village Market
	Euro
	    2,370.00 
	S. Parmar of Parmex email to Sanjay "we have received net Euro 2,370 for Rowshanal Nazari Khan, the Village Market. Please confirm if this for your account"

	01-Mar-05
	Jaspal
	GBP
	    6,000.00 
	S. Parmar advising Sanjay of the receipt of cash

	03-Mar-05
	Jaspal
	GBP
	    6,000.00 
	S. Parmar advising Sanjay of the receipt of cash

	07-Mar-05
	Jaspal
	GBP
	    8,000.00 
	S. Parmar advising Sanjay of the receipt of cash

	08-Mar-05
	Jaspal
	GBP
	    7,000.00 
	S. Parmar advising Sanjay of the receipt of cash

	09-Mar-05
	Jaspal
	GBP
	    8,000.00 
	S. Parmar of Parmex email to Sanjay, "please be advised that we have received cash £8,000 from Jaspal."

	10-Mar-05
	Jaspal
	GBP
	    7,000.00 
	S. Parmar advising Sanjay of the receipt of cash

	11-Mar-05
	Jaspal
	GBP
	    8,000.00 
	S. Parmar advising Sanjay of the receipt of cash

	14-Mar-05
	Zahiad Janmohamed
	US$
	    9,966.37 
	S. Parmar writes to Sanjay "today we have received net $9,966.37 from Zahiad Janmohamed."

	
	BACHU
	US$
	  39,836.43 
	Sanjay writes to D. Parmar "this is to confirm that US$ 39,836.43 from Bachu is for the account of Kingsway”

	16-Mar-05
	Zahiad Janmohamed
	US$
	    9,966.41 
	S. Parmar writes to Sanjay "we confirm having received net $9,966.41 from Zahiad S Janmohamed for today's value date"

	22-Mar-05
	Zahiad Janmohamed
	US$
	    9,966.56 
	D. Parmar writing to Sanjay confirming receipt of funds

	29-Mar-05
	
	US$
	  50,000.00 
	D. Parmar writing to Sanjay confirming receipt of funds

	12-Apr-05
	Court Langley Ltd
	GBP
	 165,000.00 
	S. Parmar advising Sanjay of the receipt

	29 July 2005
	Religious Account
	US$
	  29,954.00
	S. Parmar writes to Sanjay” we have received US$29,954 from ordering customer “Religious Account” Nairobi. Please confirmif this is for your account.”

	1 Sept 2005
	Mr and Mrs RKShah
	GBP
	15,000.00
	From S. Parmar Parmer to Sanjay ” we confirm safe receipt of a chq for GBP 15,000 from Mr &  Mrs RK Shah”

	24-Oct-05
	Bachu Induatries Limited
	US$
	  43,538.97 
	S. Parmar of Parmex writes to Harshad Amin "please be advised that we have received net US$43,538.97 from Bachu Industries Ltd for today's value date for the account of Kingsway."

	
	Transcargo Ltd, Tanzania
	US$
	    6,874.26 
	S. Parmar of Parmex writes to Harshad Amin "We have also received net US$6,874.26 from Transcargo Ltd, Tanzania, please confirm if this is for your account."

	27-Oct-05
	Worldwide Adventure Travel
	US$
	  11,339.20 
	S. Parmar advising Sanjay of the receipt

	30-Nov-05
	Bachu Industries
	US$
	43,574.58
	S. Parmar advising Sanjay of the receipt

	20-Dec-05
	Worldwide Adventure Travel
	GBP
	    3,250.00 
	Sanjay writes to D. Parmar of Parmex "Kindly note that we are expecting STG 3,250.00 from a company called Worldwide Adventure Travel to be paid to yourselves. Could you check and confirm receipt of these funds."

	06-Jun-06
	RT East Africa Ltd
	US$
	 106,817.20 
	Rajesh of Parmar writes to Sanjay  "we have received US$ 106,817.20 from RT East Africa Ltd with value date 01.06.2006 and we are making payment to Transityre as per instruction."

	07-Jun-06
	Charterhouse
	US$
	  85,000.00 
	Sanjay advising D. Parmar  of Parmex that they should be receiving these amounts 

	07-Jun-06
	Bachu 
	US$
	 101,340.80 
	Sanjay advising D. Parmar  of Parmex that they should be receiving these amounts 


Epsom Holdings and Foreman Corporation

                                                                                                                                                                                                                                                 It appears that these are not trading companies. There were proforma invoices from these two companies for the supply of books to Books First and Hidden Treasures. Paolo of Tradex arranged for the shipment of the books and asked Sanjay in an e-mail dated 15 December 2003 what invoices to use for this consignment and Sanjay responded on 17 December 2003 asking to use any of the two companies, Epsom or Foreman. Further investigation would be appropriate in order to verify the consignment of books to Books First and Hidden Treasures and establish the payments made by Books First and Hidden Treasures in respect of this consignment and the taxes paid.
Taxes (Import duty, Excise duty, VAT) paid

                                                                                                                                                                                                                                           There is evidence of activities that strongly suggest the possibility of underpayment of taxes by the importers that Sanjay is associated with.  These activities entail:

· Preparing under-valued proforma and commercial invoices for purposes of IDF declaration on the value of goods imported

· Obtaining blank invoices from suppliers and Paolo of Tradex with the intention of undervaluing goods imported in order to pay lower taxes.

· Disguising or not appropriately describing the goods imported 

The table below illustrates the under-statement of invoices on imported goods for purposes of IDF declaration with the objective of evading the import related taxes.
Preparing under-valued proforma and commercial invoices for the purpose of IDF declaration on the  value of goods imported
	Date of invoice /Email
	Supplier
	Agent
	Consignee
	Type of goods
	Source of adjusted pro forma invoice
	Value of Pro forma invoice used
	Actual Value of Goods
	Under declaration
	Comments and extracts from email correspondences

	1 Oct 2003
	
	Capricorn
	Kingsway Tyres and Automart Ltd
	Tyres
	Parmex Ltd and Excelcior Export, Import & Finance Services
	$39,042.00
	$ 75,508.78
	$36,466.78
	Paolo writes to Sanjay  “.. for your information the inspector will only come when the container is loaded so, provided no body is going to open the container over there, in the future if we want to play some game on the quantity we will be able to do it”



	15-Jan-04
	 
	Tradex
	Creative Innovations Ltd
	Luxten lights
	Tradex
	$10,271.40
	$21,000.00
	$10,728.60
	Correspondences are between Paolo and Sanjay copied to Dipesh Valani of Creative Innovations Ltd.

	13-Oct-04
	Tecra Intl - Dubai
	 
	Kingsway Tyres Ltd
	Tyres
	Tecra Intl - Dubai
	$22,037.16
	 
	 
	Two proforma invoice with the same number (PI-P08103/A). One is about 20% less in value compared to the other

	10-Feb-05
	 
	Tradex
	Kingsway Tyres Ltd
	Rims
	Tradex
	$10,886.16
	$36,810.00
	$25,923.84
	Paolo writes to Sanjay “here enclosed proforma invoice actual value 36,810 if you are happy with the same, pls carry on and apply for IDF”

	29-Apr-05
	Johnnic Comm SA
	 
	Nu-Metro Kenya Limited
	CDs, DVDs and other accessories
	Johnnic Comm SA
	$152,000.00
	$240,000.00
	$88,000.00
	Supplier (Benjamin Krief) writes to Sanjay  “ Can you please receive confirmation that I will personally play with figures and confirm what is the lowest value we can “officially” reach.”

Sanjay replies “Thank you for your email, yes I confirm and await what is the lowest cost to work with.”

	03-May-05
	Zhejiang Zhongda
	Parmex - Dubai
	Kingsway Tyres Ltd
	Rims
	Zhejiang Zhongda
	$34,918.00
	$58,196.67
	$23,278.67
	Two proforma invoice with the same number (915AW22003). One is about 30% undervalued from the other.

	16-May-05
	 
	Tradex
	Creative Innovations Ltd
	Lights
	Tradex
	€ 21,011.08
	€ 52,291.71
	€ 31,280.63
	Adjusted proforma invoice attached. Email containing this info is sent by Paolo to Sanjay and Shailesh Shah of Creative Innovations Ltd

	16-Aug-05
	Zhejiang Rims
	Not indicated
	Kingsway Tyres Ltd
	Rims
	None attached
	$22,118.00
	$33,578.00
	$11,460.00
	The mail refers to an earlier discussion between Sanjay and a Ben. Indication there is no Custom Clean Report of Findings (CCRF)

	16-Aug-05
	Khind
	Not indicated
	Creative Innovations Ltd
	Microwaves
	None attached
	$17,286.00
	$28,810.00
	$11,524.00
	The mail refers to an earlier discussion between Sanjay and a Ben. Indication there is no Custom Clean Report of Findings (CCRF)

	31-Aug-05
	Seng Yip Furniture
	Tradex
	Creative Innovations Ltd
	Furniture
	None attached
	$8,000.00
	$23,500.00
	$15,500.00
	Values are from the mail from Paolo to Sanjay
There are indications of two other containers (actual value $48,000) not yet repriced and Paolo asking Sanjay what to do.

	14-Oct-05
	Zhangazhou
	Tradex
	Creative Innovations Ltd
	Furniture
	Tradex
	$5,999.31
	$22,826.00
	$16,826.69
	Both actual and the adjusted pro forma invoice attached to the mail. Paolo's email of 3 Aug 2005 to a "Ben" indicating prior knowledge and discussions with Sanjay 

	29-Nov-05
	Boston Office Furniture
	Tradex
	Creative Innovations Ltd
	Furniture
	Tradex
	$3,626.98
	$7,860.50
	$4,233.52
	Both actual and the adjusted pro forma invoice attached to the mail. Goods sourced from Malaysia. Email containing this info is sent to Sanjay sent by Paolo of Tradex

	29-Nov-05
	 
	Tradex
	Kingsway Tyres Ltd
	Tyre centre accessories
	Tradex
	€ 7,013.00
	€ 27,000.00
	€ 19,987.00
	Paolo writes, “…. Here enclosed proforma invoice for IDF (it covers Teco goods which actual value is 27,000 euros) if you are happy with that pls apply immediately for IDF ……. “


Obtaining blank invoices from suppliers and Paolo of Tradex with the intention of undervaluing value of goods imported for the purpose of paying import duty

	Date of Email
	Email from
	Email to 
	Extracts as is extracts  from the email

	02-Dec-02
	Mr. Choi of Seowoong International
	Sanjay
	 "Piano not mentioned on documents even invoice and packing list. We sent full set BL (bill of lading) with blank invoice and packing list per requested"

	08-Jan-03
	Capricorn – Paolo
	Sanjay
	“As agreed on phone, pls find here attached: …… Capricorn blank invoice (for you to type anything you need)”

Capricorn blank invoice attached

	01-Mar-03
	Chanparmar@Parmex.co.uk
	Sanjay
	“They have no business with the actual invoices and Mavji ensure there are never declared on the airway bill as it will only bring problems.”

Chandresh replies, "I have already done a dummy invoice for them. They need this for the UK customs as this is the new requirement they need"

	17-Apr-03
	Capricorn – Paolo
	Sanjay
	“pls find here attached invoice no.96 dated 15/04/03 without prices where you have the actual list of items shipped, pls modify it as you wish and put prices as per your convenience for custom clearance”

Blank Capricorn invoice attached

	14-May-04
	Sanjay
	bestfast@net200ke.com
	"please find attached a blank invoice for the 4 tyres" A Tradex blank invoice is attached addressed to Kingways Tyres Ltd

	03-Nov-04
	Sanjay
	Mr. Choi of Seowoong International
	“In your next DHL courier, please send some blank invoices and packing lists.”

	14-Jun-05
	Sanjay
	Seowoong International
	"…… would appreciate if you could send us blank invoices and packing lists."

	20-Jun-05
	Sanjay
	Connie - vmsh@tm.net
	 " can you urgently send us 3 blank packing list and 3 blank invoices to enable us to do local inspection"


Disguising or not appropriately describing the goods imported 

	Date of Email
	Email from
	Email to 
	Relevant extraction from the mail

	04-Dec-02
	Tradex- Paolo
	Sanjay
	"I am ready with me glasses for wardrobes and piemme for Kabogo, please tell me who will be the consignee and what description of goods you want me to put."

	16-May-03
	William Kabogo
	info@kingswaytyres.com and copied to abstairs@yahoo.co.uk
	"….. For the purpose of easy and quick clearing of goods indicate the goods as agricultural pipes and accessories plus one used agro-pipe bending machine. Total Value Rand 10,000"

	28-Sep-03
	Sanjay
	Parmex – D. Parmar 
	.. " Description: General Cargo.  There will be no inspection required" D. Parmar wrote “the supplier is saying that customs in Brazil, will not allow description of goods to be declared as 'General Cargo'. Supplier requests that goods description is: 'Alloy wheels and optional Accessories'"

	22-Oct-04
	Sanjay
	Seowood International - Mr Choi
	Instruction to describe goods as “General Merchandise"

	24-May-05
	Sanjay
	Tradex- Paolo
	" I urgently require you to ask the shipping company to change the description from Umbrellas to Tyres."
"They do not need to mention the breakdown, they can only mention quantity of Tyres."

	13-Feb-06
	Kingsway Tyres Ltd- Harshad Amin
	Balkrishna Tyres - Chetang
	" ………. You must state the quantity of tyre shipped in the container as AGRICULTURAL TYRES…."


Communication between Sanjay, Paolo and the suppliers on underdeclaring the value of goods imported.

	Date of Email
	Email from
	Email to 
	Relevant extraction from the mail

	12-Jan-04
	Tradex- Paolo
	Sanjay
	"….. Actual value US$ 22,000 (may be better we will inspect it as 50% off ???"
" ……. Actual value 18,000 (can we try the same as above???????)"

	9-Mar-04
	Tradex- Paolo
	Sanjay
	“ ….. the same should not be a problem since the value of my proformas was 65% undervalued”

	19-Oct-04
	Sanjay
	Seowood International - Mr Choi
	"if we wanted to inspect batteries and tube shipments would you be able to get an inspection up to 50% under invoicing. If this is possible it would greatly help us if not we would then need to give you alternative shipping instructions."

	04-Jan-05
	Sanjay
	Seowood International - Mr Choi
	"As you make future shipments would it be possible to undervalue these shipments by probably 40-50% on batteries and up to 60 - 70% on inner tubes."

	09-Mar-05
	Sanjay
	Tradex- Paolo and copied to Hamin of KTL
	"In my mind we have reduced the cost of these tyres too low and probably looking for trouble. Would you advise me the actual values so that  we can see how  much to declare." 

	07-Apr-05
	Sanjay
	Seowood International - Mr Choi copied to hamin@kingswaytyres.com
	"….. We need to undervalue the same. By what percentage can you comfortably undervalue so we know how to process this matter"

	27-Apr-05
	Sanjay
	chanparmar@parmex.co .uk
	"Can you ask your suppliers to confirm if he will get us the inspection at 30% - 40% undervalue? Thereafter I require you to prepare an original pro-forma invoice and the undervalue pro-forma invoice ………. "

	05-May-05
	Sanjay
	Kingsway - Harshad Amin
	"We need to know what these pro-forma's are and if any under invoicing is to be done so that inspection can be arranged"

	06-May-05
	Sanjay
	Seowood International - Mr Choi, Harshad Amin of Kingsway and copied to Manoj of Kingsway
	"Kindly advise us what undervalue you can do for each of the two invoices"

	22-Jul-05
	Sanjay
	bestfast@net200ke.com
	"I have attached the invoice which you need to undervalue by 30% and apply for IDF and arrange to clear"

	26-Aug-05
	Sanjay
	Tradex- Paolo
	"In respect of this invoice, may I suggest we create the actual invoice for more than $5,000 and can increase the value of tyres since Agricultural Tyres do not have duties."

	09-Sep-05
	Sanjay
	Tradex- Paolo
	Paolo's request, "…. Actual value of shipment is ($)48,000. please advise what kind of Tradex invoice you require for IDF and clearance"
Sanjay replied  "please make approximately 40% and send to me"

	05-Oct-05
	Tradex- Paolo
	Sanjay
	"please urgently advise what kind of tradex invoice you need"

	29-Mar-06
	Tradex- Paolo
	Amar Taylor – Aua Industria
	"….. I have updated the quantity to read I projector only."
"I have mentioned this to the boss and he said we will decide once the loot is in the account."


Other tax matters

Company revenue banked into personal account

There is evidence that rebates and marketing budgets for KTL in Nairobi from Transityres (KTL supplier ) in Europe is received into the personal accounts of Sanjay Shah/Manoj Shah/ Manish Shah  at Citibank (A/C No 305723) on the instructions of Sanjay Shah. These amounts are Euros 37,800 (19/8/05) and Euros 12,779 (26/9/05) for the marketing budget and US$ 133,070 (July 2005) for the rebate.    

E-mail communication indicating intention to evade tax
There is evidence in the form of e-mail communication that indicates intention to evade tax. We state as is some of these e-mail communication below: 

· From Bhavesh Patel of Creative Communication to dated 14 February 2006: 
“We are still waiting for your advice on how to make invoices for 130m which is still pending as at today”
· From Sanjay to Hamed of Village Market dated 18 October 2005: 
“ ……Thereafter we request Patrionics to prepare a new bill with just the wordings Hotel Project and would save us from VAT element” 

· From D.Ghosh of Greenhills Investment (Sanjay is a director of this company) and Market Master to Sanjay dated 10 June 2004:
“ As you know that Molla and Naombi were doing PAYE Tax audit for Green Hills Investments and Market Masters for the years 1999 to 2003. They have finished and given the cert for Market Masters for the above period without any problems. But Greenhill they have done their reconciliations and showing around 3 to 4 million in salary which was not taxed. As advised by Mr Hamed they will come to see you with all the details. ……….”.

· From Bhavesh Patel to Sanjay sending calculations done by KRA on tax payable by S K D Shah and R Shah dated 9 May 2005:

“Please see these attachments. I have not understood their calculations. I think these people are mad. The amounts they are asking us to pay is so crazy. Anway, please give me advice on what I should do with these idiots”
· From Sailesh Shah of Creative Innovations Ltd forwarding an e-mail of Creative Innovations Ltd employee to Sanjay dated 10 January 2005
“ Sanjay for your info and guidance …… It seems things are getting difficult.

Contents of e-mails being forwarded is “ As you are aware, recently we have got ourselves in trouble with BV and customs due to documentation declarations. We believe Melvin has briefed you on what counter measure we took in order to get the containers moving and meet BV requirements. We need to highlight to you that we actually put ourselves at risk by sorting the documents with customs. We have consulted our group Financial Controller who gave his personal guarantee to the customs and also paid some fees to the customs officers which we will need you to assist in paying…………… This is not healthy for KHIND as a public listed company and if we are found out to do double declaration, we will be black listed by the customs and our export licence might be suspended………………….”

· From Paolo a memo to Amin and Manoj Shah of KTL dated 4 October 2004. Below is relevant extraction from the memo
“As agreed with Kumho will make shipment of the goods in the following manner

For all passenger and light truck sizes (those not listed in the Pro-forma Invoice No……) will be shipped without any inspection and in the following manner…………………………… Description: General Merchandise

For all Truck Tyre sizes, the following methodically will be used……………….. At the time of loading Kumho must ensure that Bureau Veritas present to do a physical count as per packing list(VERY INPORTANT ONLYPACKING LIST TO BEDECLARED TO BUREAU VERITAS as pricing is between Parmex and KingswayTyres nothing to do with Kumho”

· From Rakesh Singla of KTL to Sanjay dated 23 April 2005 on suggestions to evade tax on Kamal Properties Ltd, a company in which Sanjay is a both a shareholder and a director.  The detailed suggestion to evade tax include :
1. Plan to create expenses such as repairs and maintenance, salaries and interest  to reduce rental income and

2. Plan to show rental income at lower level which include asking for rent in two parts (cash and cheque) at the time of negotiation 

· From Paolo to Sanjay dated 17 March 2004:

“I keep on receiving from Bureau Veritas requests for inspection for tyres tube and flap on Wilson logistics/Capricorn etc etc of course all of them have been applied by Cargo Distributors!!!! I do not know what to say to them since they want to inspect the goods. Please let me know.”

It is possible that Paolo means that using Cargo Distributors Ltd as the consignee was creating a problem with the inspectors such that they inspected the shipment where the consignee was.  It appears that as a result of this concern, the consignee for the pending shipment was changed to Nairobi Procurements Ltd and the shippers advised accordingly by Paolo. 
1 Other unusual matters

     Below are extracts of some of the e-mails that indicate unusual operations at CHB:

Unclaimed deceased money taken into bank’s income

· E-mail from Purnima Shah of CB Kisumu branch to David Okinda of CB dated 13 march 2006:                                                                                                               “ We would like to request to activate account 09-100008 Masakhalia Kangu James which has gone dormant. The said person is deceased and has no one to claim the balance. We would like to close the account and credit the balance to our income account”  

The response from David Okinda dated 13 March 2006 was:                                                                                                                                                   “ The account has been activated”

Based on the above, it is possible that CB has the practice of taking into its income account the unclaimed deceased monies. Further investigation work needs to be done to establish this.

Transactions on verbal instructions

· E-mail from Fred Shitakha of CB Mega Branch to Arun Jain regarding CA 01-000249 Italian Stlyes Ltd dated 25 May 2006:                                  “As per our telephone conversation, I have paid cash Kes 2,000,000/= from the above account to Monia Posti. Please be advised “

Arun responded on the same day as “OK confirmed”    

Further investigation is required to establish if the above transaction was ever supported by appropriate documents and accounting entries and to establish if there CB  has a trend of carrying out banking activities on verbal instructions of its management.
Large amounts of cash remitted to PGT through Central Forex Bureau
· E-mail from B.Parmer of PGT to Sanjay dated 14 October 2004:

“We have received AED 200,000 (US$ 55,000) from Central Forex Bureay today”

Sanjay responded on 15 October 2003:


       “Please apply this to clear off the transactions for the cheque you had issued on behalf of John Harun for AED 200,000”

· E-mail from B.Parmar to Sanjay dated 13 March 2004:

“We have received US$100,000 today from Central Forex Bureay”

Further investigations is required to understand these remittances and the relation if any to CHB

Bank certificate for the purpose of obtaining Visas

Purnima Shah works at CB in Kisumu. She wrote an e-mail on 10 May 2006 addressed as “Dear Mr Shah”. It is not clear who the e-mail is sent to. She requested for a certificate of KShs 7m to enable her show this to the Australian High Commission for the purpose of obtaining visas for her two sons. The extract of her e-mail is as follows:

“Dear Mr Shah,

……………………. I need assistance for my two sons. They have been selected for higher studies in Australia. To enable them us to obtain VISA, Australian High Commission wants a statement for Ksh7 Million.

I would request you if you could issue me a certificate for KSh7 Million only as a matter of record and for their VISA purpose. I am ready to produce any documents that you want for that. …………………………… As you know as a salaried individual, it is difficult for us to accumulate Ksh 7 Million and show in savings or deposit account…………………… Sincerely yours Purnima Shah”

 Further investigations is required to establish if a bank certificated was issued from CB to the Australian High Commission  for the purpose of obtaining Visas and if so, how this was accounted for in the records of CHB.

Indication to reword loans given so as to disguise violation of CBK regulations on lending limitation based on the share capital of CHB. 

There is an e-mail dated 14 March 2006 from unknown sender as follows:

“Sanjay we need to re-word the I st para as the bank can not lend 193. something like “including the deposit of Ksh.80m”
Sanjay responded on 15 March 2006 to unknown recipient as follows:

“ ………………………….b) or we redo and give another letter. We just need to be careful that we do not state we are loaning 193 million as we cannot under the CBK Act, as our share capital isn’t sufficient. We can state that we undertake to pay 193 million which is different from we loaning 193million. ……………………………………..”

Deposits and liabilities in foreign bank accounts
The table below is a summary of the deposits and liabilities on personal accounts of the Shah brothers and those of the 3 off-shore companies at specific dates.
	Bank
	Account
	Account No.
	Assets
	Liabilities
	Date of the assets/liabilities position


	Citigroup-London
	Sanjay Shah &/or Manish Shah &/or Manoj Shah

Foreman Corp 
	305723

???
	US$72,740

₤ 430,340

US$658,777

₤998,262
	₤442,051


	Assets and liabilities position as at 27 April 2006 based on e-mail confirmation from Michael Glen of Citigroup

	American Express Bank-Singapore
	Sanjay Shah &/or Manish Shah &/or Manoj Shah


	CIF 63413
	Assets unknown but ₤700,000 and US$400,000 transferred from  ABN on 29/10/04 and 15/3/05 respectively
	Request for guarantee of US$600,000 to Kumho Tyres Co. And US$1m to Transityres
	 

	Deutshe Bank(Suisse) SA
	Kingsway Tyres Ltd
Proudview Investments Ltd
	2005900

2006027
	₤1,107,000

US$1,265,000

US$500,000
	₤1,056,900
	Assets and liabilities position as at 7 April 2006 based on e-mail confirmation from Monika Haesh of Deutshe Bank

	ABN Amro
	Sanjay Shah &/or Manish Shah &/or Manoj Shah

Epsom Holdings Corp 
	FDR
	 ₤2,440,093

US$1,292,514

US$1,218,223
	Facilities to Parmex Ltd for US$4,468,631

Facilities to Epsom for US$1,050,000
	Assets and liabilities position as at 12 October 2004 based on e-mail confirmation from Gail Lawrence of ABN Amro

	SG Hambros Bank & Trust Ltd
	Kingsway Tyres Limited

Epsom Holdings Corp 
	???
	US$3m deposit to secure guarantee facilities


	???
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OFF-SHORE SUPPLIERS�

OFF-SHORE COMPANIES
Tradex SRL in Italy
Capricorn SRL in Italy
Parmex Ltd in the UK
Parmar General Trading in Dubai
Epsom Holdings Corporation in Leichtenstein
Foreman Corporation in Belize


IMPORTERS/ CB CUSTOMERS
Kingsway Tyres, Brand Imports, Bachu Industries, Cargo Distributors, Creative Innovations, Aua Industria Ltd, Africa Media group etc.�

Full invoice value�

Some Invoices sent directly to companies�

Paolo Sattanino
Capricorn SRL�

Numerous split payments of under US $ 10,000�

THIRD PARTIES
Mehul Shah
Jaspal
Suresh Shah
Bachu Industries
Transenergy Ltd
Forex Bureaus
etc�

Possibly payments from Bank�

Payments on instruction of Paolo Sattanino mainly to Tradex & Capricorn (probably used to pay suppliers)�

Under-valued invoice for purposes of import declaration
Perhaps also full invoice for the purpose of remittance (though not seen)�

Payment of the invoices raised by the above companies�

Payments by these individuals are mostly to Parmar and Parmex for the account of Kingsway or Creative Innovations�

KRA
Payment of duties based on under-valued invoices�

Payment of full invoices value


Some direct payment to suppliers



