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“...Section 50 of the said “BPT” Regulation sets out classes of asset and the rates to be applied
when calculating capital allowance and from the aforementioned Section of the BPT Regulation

it is clear that “Land” does not fall within any class of assets listed”"
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“The audit workings and the documents received to audit evident that the expense incurred for
land reclamation is capital in nature hence, shall be treated as a capital expenditure.
Furthermore, from the collective reading of the aforementioned Sections of BPT Act and BPT

Regulation, it can be established that capital expenditure is a non-deductible expense. unless

specified in the BPT Regulation and there is no provision as such.”"*
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“Where there is no dry land or insufficient dry land for the development of the Airport the
Lessee shall reclaim land as may be required at its own cost, for the development of the

Airport”
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“Any and all land reclaimed pursuant to this Agreement shall at all times belong to and be

the absolute property of the Government.”
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“In consideration of payment... and fulfillment by the Lessee of all the terms, conditions and
covenants contained in this Agreement... the Lessee takes on lease. the Lagoon and the Island

for a period of 25 (twenty five) years..”
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“Lagoon or Aiport Island means the part of the land on the island of Dharavandhoo together
with the land formed by reclaiming the part of the lagoon of Island of Dharavandhoo as

demarcated in the site plan...”
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“...Section 38 of Regulation No. 2011/R-35 (Business Profit Tax Regulation) (BPT
Regulation) categorises “building” as buildings, jetties, slipways, roads and other such
permanent structures. Furthermore, Section 50 of the said Regulation sets out classes of asset
and the rates to be applied when calculating capital allowance and from the aforementioned

Section of the BPT Regulation it is clear that “Land” does not fall within any class of assets

listed...
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“Where there is no dry land or insufficient dry land for the development of the Airport the

Lessee shall reclaim land as may be required, at its own cost. for the development of the

Airport™
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* “Lease Rent” means the Airport Lease Rent and the Transit Hotel and Yacht Marina Lease

Rent payable to the Government under Clause 47 of this agreement”
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The land reclamation cost incurred that has been disallowed by MIRA was not incurred to
acquire any land. Instead, this was part of the contractual obligations between the Government

of Maldives and Coastline Hotels, to acquire the leasehold rights of an area on the island of
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Dharavandhoo in Baa Atoll and the adjacent lagoon for the construction and development of a
domestic airport, and the island of Finolhas in Baa Atoll for the development of a transit hotel
and the Yacht Marina, for a period of 25 years. The term of lease is 25 years. The acquisition
cost incurred therefore, has a useful life and for this reason alone, we should be able to claim

capital allowance for this transaction.”
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