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“Review of the transaction in dispute and relevant agreements pertaining the head office
expense, it was evident that the amounts classified as head office expenses in the audit were
incurred in the course of providing management services to the taxpayer by the head office and
the said expenses falls within the head office expenses stipulated under Section 25(a) of BPT
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6.03Bank Accounts

6.030wner’s Right to Funds

4.010perator’s Responsibility

4.030wner’s Responsibility

10.01O0perator to Act as Consultant to Owner
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8.01Basic Fee

8.02 Reimbursement of Costs and Expenses
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5.01Advisor’s Responsibility
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5.030wner’s Responsibility

10.01Advisory Fee

10.02Incentive Fee

10.03Reimbursement of Costs and Expenses
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3.010wner’s Responsibility

5.01Corporate Sales and Marketing Charges and Corporate Advertising Charges
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(1) A present obligation (Legal or constructive) has arisen as a result of a past
event (the obligating event),

(2) Payment is probable, and

(3) The amount can be estimated reliably.
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Taxpayer has not adjusted the Head Office Expenses when computing taxable profit of 2016

and 2017

MIRA has allowed up to 3% of the gross income from trading operations for Head
Office Expenses in tax years and taxpayer is advised to pay additional tax as specified as

in Annexure 1-
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In the tax year 2016 taxpayer has incorrectly recorded a prior period adjustment by charging
he cumulative land rent related to prior periods for the island B- bathala- The aforementioned

resulted in a deduction of expenses not related to the tax year 2016-
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Deductions shall not be made in computing any taxable profits for any tax year except in
the respect of expenditure incurred during that year wholly and exclusively for the purpose

of production of income-
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MIRA has adjusted the errors accordingly as per Annexure 2.
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Recognition of a Provision
An entity must recognize a provision if and only if: {IAS 37.14}
= A present obligation (legal or constructive) has arisen as a result of a past
event (the obligating event),
= Payment is probable (‘more likely than not’) and

= The amount can be estimated reliably
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