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Facts 

A Ltd (the company) is a GBL 1 Company incorporated in Mauritius and is authorized to operate as a 

Collective Investment Scheme (CIS) Manager by the Financial Services Commission. It is licensed to 

provide both investment management and advisory services to fund entities and other investment 

managers respectively. It is the CIS Manager to the following Funds in addition to B Ltd and C: 

1. D 

2. E 

3. F 

4. G. 

Entities (i) to (iii) are Mauritius based funds and entity (iv) is a Jersey registered fund. The Company 

also provides investment advisory services to the following entities: 

1. H, a Singapore based entity; and 

2. J, a Mauritian based CIS Manager. 

In accordance with its strategy and plan to continuously look for and build up its business, the 

Company has targeted and acquired the investment management contracts of an existing GBL 1 CIS 

Manager, K Limited, which acted as CIS Manager to two Mauritian based GBL 1 Funds, namely B Ltd 

and C. 

The transaction was carried out by the Company through the acquisition of K Limited and its holding 

company R Limited and, after the amalgamation and consequential dissolution of the other two 

companies; the Company remained as the sole surviving entity. 

Following conclusion of the transaction, the Company had successfully expanded its business 

operations with two additional investment management contracts with B Ltd and C respectively. This, 

in turn, contributed to generating additional income streams for the Company. The Company incurred 

sizeable professional fees in connection with the crystallisation of the transaction, including costs of 

legal counsel, tax advisors and various other service providers. It also secured a long term interest-

bearing loan to finance the acquisition/amalgamation and transaction costs. An upfront arrangement fee 

was also payable in respect of the loan agreement. 

  



Point of Issue 

Whether, for the purposes of determining the chargeable income of the Company, the following 

expenses would qualify as deductible expenses: 

a) professional fees incurred in connection with acquisition/amalgamation; 

b) interest payable on the loan contracted; and 

c) arrangement fee paid to secure the loan. 

Ruling 

a) On the facts provided, the professional fees in connection with, and the arrangement fee paid to 

secure a loan to finance the acquisition/amalgamation of K Ltd and its holding company R Ltd 

by the Company are expenses of a capital nature, and therefore do not qualify as deductible 

expenses from the gross income of the Company for the purpose of computing its chargeable 

income, in accordance with the provisions of section 26 (1) (a) of the Income Tax Act. 

 

b) However, since the purpose of the loan was to finance the acquisition/amalgamation 

transaction, thereby benefiting the business of the Company by generating additional income, 

the interest incurred thereon constitutes an expenditure on capital employed exclusively in the 

production of gross income under section 10 (1) (b), and therefore qualifies as a deductible 

expense in accordance with the provisions of section 19 (1) of the Act. 

 


