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Taxpayer has deducted loan interest for loan obtained from jointly controlled entity of the
shareholders “MHG Deep Blue Financing” incorporated in Mauritius. However, the

transaction was not on arm's length terms.
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. MIRA has assessed the interest on the loan based on arm's length interest rate as per

Annexure 1.
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Fees payable to Lodging Management (Labuan) Limited under Hotel Management
Agreement has increased on 01 January 2011. The increment in management fees are
distributed to the shareholder of the company in proportion to the shareholding.

Taxpayer was unable to substantiate that the above transaction was incurred wholly and

exclusively for production of income and the transaction lacks economic substance.
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...MIRA has reasonable grounds for believing that the main purpose or one of the main
purposes for which this transaction was the avoidance or reduction of tax liability since

taxpayer was unable to justify economic substance of the arrangement. ..
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From tax years 2011 onwards, taxpayer has started accounting remuneration which is
determined based on the profitability of the company and paid to the shareholders rather

than the directors of the company in proportion to their shareholding.
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...MIRA has reasonable grounds for believing that the main purpose or one of the main
purposes for which this transaction was the avoidance of reduction of tax liability since
evidence has been obtained that payment is made to the shareholders rather than the

directors of the company in proportion to the shareholding...
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