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4.2 In computing taxable profit for the tax year 2018, taxpayer | Deductions shall not be made in computing any taxable profits for any tax | BPT Act Section 10 (a)
| has claimed loan inllel.-esl as a deduction, \\'Plle-n the loan | year e!fcept in respect of expenditure i]_wcurrcd during that ycar wholly and Tax Ruling TR2012/B17
| proceeds were not utilized wholly and exclusively for the | exclusively for the purpose of production of income.

purpose of production of income. i . . :
MIRA has disallowed the loan interest expenses and has removed interest

Loan proceeds were utilized for the purpose of investing | income received from Crown Company Pyt Ltd as shown in Annexure 2.
in associate companies, dividend payments and part of the
loan proceeds were lent to Crown Company Pvt Ltd on the
| same terms on which the company initially borrowed the
| funds from the banks.
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Annexure 2- Interest Expense Disallowed

Details Amount (USD)
Interest Expense Related to USD 15 Million Demand Loan Obtained [rom BML Ple 741.812.00
|_Interest Expense Related to USD 15 Million Term Loan Obiained (rom HSBC Lid 1,061,181.00
Intcrest Expense Related to USD 15 Million Term Loan Obtained from MCB Litd 231,843.00
Interest Expense Related to USD 12 Million Term Loan Obtained rom MCB Ltd 568,497.00
Total Interest disallowed 2,603,333
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4.2 ) <able profit for the tax year 2018, axpayer | Deductions shall not be made in computing any taxable profits for any tax | BPT Act Section 10 (a)
has claimed loan interest as a deduction, when the loan | year except in respect of expenditure incurred during that year wholly and ) -
. en e ; i e — St Tax Ruling TR2012/B17
proceeds were not utilized wholly and exclusively for the | exclusively for the purpose of production of income.
purpose of production of income. . . :
MIRA has disallowed the loan interest expenses and has removed interest
Loan proceeds were utilized for the purpose of investing | income received from Crown Company Pyt Ltd as shown in Annexure 2.
in associate companies, dividend payments and part of th
loan proceeds were lent to Crown Company Pyt Ltd on the
same terms on which the company initially borrowed the
funds from the banks.
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25552554 ~5 108 335~ 5 Andrew Phang Boon Leong JA Gz «w337~53 5.70
rhaF SERES
“The judge was of the view that the bank guarantees amounted to a
refinancing which enabled the release of funds to pay the Syndicated Loan-
Indeed, it is well established by cases such as Federal Commissioner of
Taxation v JD Roberts, Federal Commissioner of Taxation v Smith (1992)

92 ATC 4,380 and Federal Commissioner of Taxation v Jones (2002) ATC

4,135 that expenses incurred in connection with the refinancing of a revenue

loan are also revenue in nature- Further, there appears to be no reason why

the respondent’s claims for a deduction of the Guarantee Expenses should
be denied when interest expenses incurred on loans taken up to refinance
earlier loans or borrowings are possibly deductible under the IRAS
Interpretation and Practice Note 19, “Administrative Concession for Interest
Incurred by Taxpayers on Loans to Refinance Earlier Loans on Borrowings”
IRAS Compass (17 April 1995, 3(2)) at 4, if the refinancing is effected for
genuine commercial reasons- The judge seemed to be alluding to this point
when he opined (GD at “111”):

I do not see why the nature of the second facility should make a difference-
The main components of the Guarantee Expenses were based on interest

calculations as well-”
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(Indian Cement Ltd., Madras V.- Commissioner of Income-Tax, Civil Appeal No-1106 of
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(’L:”/:‘) 40 o Indian Cement Ltd- ‘/.A_,:; rRS SaF S L

34,, 325255 Madaras)
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245 (=p==r5) 25 455 ». Industrial Finance Corporation of India 57> sy s La5
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revenue expenditure 232 55 capital expenditure #33Z 5 »5 refinancing capital
SEA3585 22522 p3afERe 23022 34
_?;’;/«f« s M.S.Sikri J. g5 5 Supreme Court of India :,;,f,:;:; 473
rFag SERSE
“To conclude, we hold that the expenditure of Rs- 84,633 was not in the
nature of capital expenditure and was laid out or expended wholly and
exclusively for the purpose of the assessee's business- The answer to the
question referred, therefore, must be in the affirmative- The appeal is allowed,

the judgment of the High Court set aside and the question referred answered

in the affirmative- The appellant will have its costs incurred here and in the

High Court.”
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SN S F D
rd rd
Supreme Court of India Appeal No 1106 34
Zi5 48 5 24
3015555 A7 G35 5, 35 332E2 ZEZ s SysR5 FiA SRAenié Sph SCE

www-tat-gov-mv :ga<o=s info@tat-gov-mv 255 Sasa
A 777


mailto:info@tat.gov.mv

rr 00

75

PLISSOI PI—AD

o3> >

~>-76

g
z

~ 0x
-
s Crr
z -
-

e
V@R SPBAKA LS ALPIVIIY SV OIS 9AS

-
¢ 229, 0

Crr0cCs -
fAroVvA 5>

-

z

BAF VA

L e
-

o?
S OS® S AKFNY VA2

v O2XEr— SN SA FFEA FA PV S K<FSIr—

c
v =@ SKS g

-

3
z

ital expenditure

84,633/-

13
o Jce

o c

o oc¢
4

z

e

Rs-
rd
Pl
o~r 0 20

S s 02
bArov v A CA

> Z-
k@
-

o
7 2/‘/))
o
P
3
.

rd
¢z

-
3

AA

z

cec oz

s ox o c¢
o (-4
z

o oc¢

14
L

s Cro
2z
2 &S

-

¢ > P

Indian Cement Ltd-
@r— i@ SIS S

A VAP SA SVAA
-

3

” rd ” ¢ 2
@® As5P2 sS@
s 2z

¢ 2, O
- -
22 -
< F
-
- ¢c oz
B e
e
oo ¢~ o0

BAF SIS A

L <
HFNE S

z

9% ¢, .- ¢330

¢ ~0X O0~- 2¢ ¢
©22¢ o0, - Or
o p® Yo sr—a> N

TAT-CA-B/2023/006
PAFSY FOI@ s

= 0 X0 o 0
N N N " " 7_, ¥ N o -
\ v \ v v o
>M” //f/ cM aN/ /NM :N/ °s cM ¢m/ \ A o} ,:H 7“// o.Af S ?
LR LBY a/ \Q \wm og /~ o/ Y ° >W oy \S e Ay 0 J
N Ny W vy Sh o\ N \\ v ny X vy A\ NN
L3N \ N n . Q ° oy = A
W RN N N S o~ W s S
MO N s M N W T TG SN S
S\ 3 Q Vo, - Sy W
owx kY a,w. /W// \w W "W wﬂ/ ny ,/..N //M %
ARY vy EAY A N (XY \ Sy} o} N "
W H oy W v o\ aH ' 0 —_
R 9 o] WYY Ny Sh to: N O
NN ~ N BN AT 38 agt 3 o} /M — }
2 " Y AR kN w3 o} W o \ > .
Y Qy LRV h X N N A o S 3\
f/ n V /w/
O S S O I A al N Lyl 3
A S B S N AT N N
\ nS N \ \ e Vo, \wm LY
S A N\ \s Ao L 1 N v
RN S SN N S R A S
M ) N R\ Sh ° Sh 1
» oo W W ey g " 3 o 39 Lo
v
w: /W/ o //H N u.f N AN ﬂf /.A// /N: oy . LX) q(/\
AR P T S N R DO IS A N S A N
\ Yoy O 2l Ny A M St UL SR
Boowod g R R R R0 g T n i
N " Y S vy — N )
8 LY
RN SO R o0 = O S
A N NN N ﬁ/ N /\M// ny MA uY vy
\S oy /w/ w// o5 ﬂ./ c” \w /W /N) \ AN ow/
w/ v Vv LB ~ /W vy S //:/ Y \ 2 S\ ”V
N N S, AR S B
S \\ \\
v “N Yo, ,w/// /Mz vo, LYN ’/ m” ﬂN c.H ,.A/ Wy vy
o3 . S L /M/ ww.. m /M \g " ,.u: owﬂ
W N 1 % N X o
v vy
S S S e T R onE g
\y 3 o..m NN NyovY Ny N vy N,M N /M/
; NS SRR+ R RO N oo
i LYY ) M// Mn o /Nf \wm A /wN 39 Y
RN O O S
n 4./ // N °
vy v wn U\ W .:.z Y ow/ NN "y N\
N am A N oa.M AL B X\ M
on/ W \ N oL K
y oy \\ Y \9 X\ \ o) cAH \
Ny W W w 4 'S
\ \
oH /NM ‘Y o3 \g owx/ aH o MWf M_W/
° Sh vy L3N
N Q N SR N X\ W AW
N S 5w %%
3 °y ™ WO v \ ,ﬁ o O\
o AT A Wy AR o\ vm ALY

0 - -c
z -

fo@tat-gov-mv :

Prsrs r5S

- oc -
par—es 1N
-

e
www-tat-gov-mv

coz

20
a4

3015555


mailto:info@tat.gov.mv

rr 00

o3> >

PLISSOI PI—AD

TAT-CA-B/2023/006

(3 o ¢ '3 02, oo ,r20 ¢ L T occr >
2009 vy s A CArory aveovs
- z

A SSrF SR o

z -
'

7 03X »
-

z
-

A SAFIVAS

-

L e

F N9
rd

13
z

o Jce

-

2, e ¢ o0r0cr >0 ¢
CAFSVISIA IV AVONS SI; FOr® S

-

z
z

o
'

o0rxz >

A FSPRSIVP® A

3

-

oxor 2

,-20 ¢
Yvesr A SYPNNX

s 072
z

B2

z

ocr - c e e 0~ 02

C e~ 02

CBFOVIN ABRI— 9 F@ FOVIN

©o >-r 0 c¢cc

[P ]

00l - ¢

> 2
Fat AR S Ll o

z 22
-

e
v PSS Pk ad d

e

z
-

//70/'80

z

o
-

s

2

z
LIVS A2 AN ASSFAX

<
5

s 0X s 2 ~0c¢C
(PN FS VS F ASA,
s

z

-
e

-

2

(

e

¢ c

o -
voAoA rar>
-

z

(2525) 10

o -
2A rar>
v -

¢ ¢

z L L
ve Aror
z -

(525) 5

e

c cC

R
Y<oA rArS
~

z

> o-o0-20c¢

ISPV SIVA 29 —RAA N 2V AS

€ Cr ree < ©02>20 ~ro0c¢

-

S

” 03¢

-

P22
APV 9Iv A F I,V

e

A\

L e

IR SR SOV IOV A FN

0~ 07 2 2
-

2

-

o Cr -

cox>

e
cBrDV PN PSSV S
'l

s

CeCrrz>

e s 2013‘//’;

z

¢ >, 0 72,

SV POPI/NN® 2 S KA IV
z

o ol
—p

40 24 21

o 22¢

[

2 s
z

—s o SO ®
z

'

\

L T

KIS ArDV

rd

e

20 ¢

27

13 > 2
sV

o ¢ P

S e IO RANYE s A S@

o>, 00 - ¢

(255 5

P
s 7

o -

- R
sy

A

Crrec
A,V 57
rd

4
e

2
e

2252
P AV F A 09—

Al

vs AR
Yoo
Sy
MM L%
W 2
N ./../
cf f
LW np
S
ol W
W N
?ﬂ ‘91
3% o]
o~
LY vy
AR S
/x/ owf
NS
N 9
of >f/
Wy mﬂ
o
oﬁ .L/
Ow cf
LJ/ u/_W/
NS
RO
\ 'S
LM -f/
NN
/:/ a../
w, 1y
A\ m//
o
\g N
W
o
Y
Q
X\
oy
DY
\ N
oy

< 48 5 26

:
X

e

o

z -

GESrG S

z

I3
Z

coz

Y
S earcsp

3015555

fo@tat-gov-mv

oc

ipa—es In
z

www-tat-gov-mv


mailto:info@tat.gov.mv

TAT-CA-B/2023/006 £IAS, 3505

o>, 0c¢cc CCr 7> 2 P 22 ¢ e oo Cr P P s Prrd O02%r, P2 O222 O o
oV POV I, vo@r—,s 2 SA<SA IV 2013 APIO PAF SIS SO HKV F AP
s s 2z P - -

oc ¢ o0- >0 > 225 > o ¢ x 20 o >0 o>, 00 3

¢we> o0x> 2 o0r 2., 2332 or-r0c P ¢ >, >, ¢330 - 02 - ¢ o
(P9 S, rro@r— SO F KV F A, f’_'/’ S22V A S J’/" /’Jf’—'-fJ S22 SS S S2A VI SV A
z - - z z 4 -z
2 - 222 © 0¢c ¢>22., 22325 o oo ¢~ o0 e > ¢ o oc - o0r-r0-c
- - - - - - s 2 2z
¢cerr o or - ccece > Z 222
ISPV SOV VI KA R
- - -
oo ¢~ o0 €2 e¢>3-%x 2z ce oo - o o¢c 032, 235525 o
Pr— AP/ SIF SKFE VKON /“/’f.? ( ) 15 }/’ -f SN B2 SO F KV FIALCI—A '81
' I e s 2 2
[ Al o o z O0r rccecccec > 2 222207 4 - z >z o oc¢ [ R0l Z 252 > o
SVLORRI— DIV AN FOVIS KV IIAN ASOP AV @I~ SAF XV I)v® @ SPOXF KV FIALI—A
P s 2z - - - - - - -
0 0c ¢ ¢>0C 0 X ¢e2rr- oo e>2, 232525 o - oc¢ or > o <z » 23¢
J‘-‘(’_'V/"/’ S@EF A SKSA P 2018 SPOXF SRV F AL /’/’/"J’ /“/’/‘V J"/l/) ASOS
- - - - -
¢ c 0~ 0,2 »~0XO0Zr
'}/’/"}/’ ./IJ.)‘J" /“V/“V}/’}f‘//“ﬁ” /’-f 2 ]_
s 2o
Interest Expense Relaied to USD 15 Million Term Loan Obtained rom MCB Lid
Ledger Date Lender | Desc [ Amount (USD) |
Loan Interest Paid afe. | 31/01/2018 | MCB Ltd | Interest lor Jar 24,276.00
Loan Interest Pard afc. | 28/02/2018 | MCRB Ltd | For MCI loan I'eb 18 21,170.58
Loan Interest Paid a/c. | 31/03/2018 | MCB Ltd | For MCD loan Mar 18 21,261.83

30/04/2018 | MCB Ltd | For MCDB loan Apr 18 21,827.94
11;’{ 5/2018 | MCR Ltd | For MCI3 Loan 1 May 18 20,269.83

Loan Inter
Loan Inte

MCB Ltd | 15M loan interest Jun 18 19,594.40

MCB Lid | For US$ 15M loan Jul 18 19,589.68

| Loan Inte | MCB Ltd | For US$ 15M lean Aug 18 18,565.90
Loan Interest Paid | MCB 1id | $ 15M loan Sep 18 16,451.20

MCB Lid | FF 5M loan Oct 18 17.529.20
MCB Lid L5M Jean Nov 18 16,128.71
n Interest Paid a/c. | 3 MCB Lid | For Dec 18 15,177.84
otal Loan Interest Dis:lllowe([ 231,843.00
Notes:
! As per Recital {A) ol the MCI3 Tem loan agreement, purpases of the USD13m term loan are ‘USD10m [or repayment of sharcholder and director loans by the borrower (laxpayer) and USD5m
for payment ol dividends',

Loan Interest Paid afc,

2. As per the loan agreement clause 35, “The borrower shall NOT without prior wrilten consent ol the lender (i) use the Loan [or any purpose other than payment ol ils obligation as permitted
under this Agreement”

3. As per the loan agreement USD 5,000,000 was obtained for payment of dividend and USD 10,000,000 was obtained to repay shareholder loans. When enquired the reason for oblaining this

loan, how the funds were actually utilised and when requested for the documents submitted 1o the bank for obtaining this loan, taxpayer did not give any document or a clear response. (clarification

requested on 08 April 2021 (RF16))

4. Based on the purpose stated in the agreement, USD 5,000,000 loan is obtained for payment of dividend and it is not an expenditure incurred wholly and exclusively {or production of income
thus intercst on this loan cannot be deducted in calculating taxable profit.

5. Schedule 7 of the loan agreement specifies the outstanding balance of the loans taken {rom three sharchelders [i.e. Champa Brothers Maldives Pvt Jtd, Mohamed Moosa and IHussain Afeef{] and
aid for these three loans using the borrowed USD 10,000,000,

the outstanding, balancing to be rey

6. During the previous BPT audit, taxpayer provided the sharcholder loan agreements with Champa Brothers Maldives Pyt Ltd and Mohamed Moosa. The agreements does not specify the purpose
ol these loans and taxpayer was unable to provide any documents 1o substantiate the purpose of these sharcholder loans. For the amount payable to Huss

s no loan agrcement or any document provided to substantiate, how these funds were utilised. From the available evidences, the purpose of these loans was not proven,

ain Afeef, taxpayer provided a ledger

account and t

th

¢ interest deduction cannot be made [or a loan obtained to repay other loans which was not utilised for the purpose of generating income.
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Notes: o )
1= As per Bank of Maldives (BML) New Demand Loan USD 15,000,000 agreement point 4 the purpose of the loan is “to Part finance development of Tree Top Hospital in Hulhumale™ and as

per HSBC Term loan agreement of USD 15,000,000 the loan was obtained to “Equity Finance loan to invest in new Hospital Project”

2- Wit
(an

d 10 ulilisz

on of [unds taxpayer clarified that [rom the combined total of USD 30,000,000 obtained from BML and HSBC, USD 15,000,000 was given to Crown Company Pvt Ltd

ociate company) as a loan in order for them to invest in Tree Top Investment for the Tree Top hospital project. Lo greement between taxpayer and Crown Company Pvt Ltd states

as the terms stated in the BML and HSBC loan agr

t the Terms and Conditions of the loan are nents and therefore indicating the purpose of the loan utilisation was not to gencrate

an income.

sed 1o invest in Tree Top Investments Pvt Ltd for Tree Top Hospital project

Furthermore, as per taxpayer remaining USD 15,000,000 {rom the BMI. and IISBC loan was uti

ment and further when enquired if taxpayer had any

tment to generate income by selling the in

4-  TFrom the documents received to audil there is no indication that taxpayer made this i

intention from t} estment other than gaining dividend taxpayer clarified as follow “No. But this is our intention (o support Maldivian Community to start a new hospital in Maldives.”

{email reference RIF18)

/idend income will not be taxed as TR2012/B17 allows deduction

5- 1 il the inv ny, the said div

n, in future results in dividend income, since Top Investments Pvt Ltd is a resident co

profit. Therefore, deduction cannot be allowed for an expenditure that results in an income that is not taxed.

income in calculating taxable

6- Wi

results

10 an income that is taxed is deducted in calculating taxable profit, expenses are disproportionately deducted in comparison to taxed income and this

n expenses that do not correspo

in an irrational outcome that s the purpose of Business Profit Tax Law.
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