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4-1- In Computing taxable profit for the tax year 2018, taxpayer has claimed loan

interest as a deduction, when the loan proceeds were not utilized wholly and exclusively

for the purpose of production income-
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* TTI is registered as a private company and not a non-profit organization- Therefore, it can be established that the
company’s motive is profit- The sector of the company or the fact that public benefits from a service by a company
is irrelevant since investors/companies are not entities to any deduction which are no prescribed within the tax laws,
simply on the basis that public might have benefited from the investment Also, tight cash flows and losses in the
ordinary course of a business, particularly during initial stages, are business norms which are also understood by both
lenders and borrowers of loans when entering into such loan arrangements- “...”. Therefore, the taxpayer’s justification
for not generating income claiming that interest was deferred due to low cash flow of TTI and that it affects provision
of health services to the country does not change the fact that no taxable income was generated during the period-

Therefore, the interest bome by the taxpayer, on loans utilized for the purpose of investing in associate companies

cannot be considered as an expense incurred wholly and exclusively to generate income-
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¢ The main objective of the investment in a company not inly to generate income, but to get a capital appreciate/capital
gain for the investment-

7 Capital gain is considered as an income is a taxable income and the same income has been totally ignored at the
time of issuing the MIRA decision-

8%.” as TTI is a resident company, any dividend income received by the tax payer from the investment in the future
is deductible and will not be taxed as specified in Section 4 of Tax ruling TR-2012/B17- “.” it is evident form the
documents received during the audit that there is no indication that the taxpayer made the investment to generate income
by selling the investment- Moreover, no supporting documents were received from the taxpayer to substantiate this claim-

« 9

it is apparent from the aspects of loan transaction detailed prior, that the loan interest expense was not incurred

wholly and exclusively for the purpose of production of income as the expenditure results in an income that is not

taxed.
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