All transactions with any party located/domiciled in Cyprus are Associated Party Transactions, notifies Government of India. Will have far reaching impact....
India's Ministry of Finance Notifies, Cyprus as as a notified Jurisdictional Area Under Section 94A of the Income-Tax Act,1961 ;
 Section 94A of the Income Tax Act, 1961 empowers government of India to notify any country or territory outside India, as jurisdictional notified area for the purpose of transfer pricing wherein on account of lack of effective exchange of information with any country or territory outside India
 The press release includes following:
 All Parties to the Transaction with a Person in Cyprus shall be Treated as Associated Enterprises and the Transaction shall be Treated as an International Transaction Resulting in Application of Transfer-Pricing Regulations Including Maintenance of Documentations 
 Although India and Cyprus have entered into an agreement for avoidance of double taxation of income and prevention of fiscal evasion which is in force since 21st December, 1994. Both the Contracting States under this agreement have a legal obligation to exchange such information as is necessary for carrying out the provisions of the agreement or of domestic laws of the Contracting States, in particular for the prevention of fraud or evasion of taxes. 
 Since Cyprus has not been providing the information requested by the Indian tax authorities under the exchange of information provisions of the agreement, it has been decided to notify Cyprus as a notified jurisdictional area under section 94A of the Income-tax Act, 1961 through Notification No. 86/2013 dated 1st November, 2013 published in Official Gazette through SO 4625 GI/13. 
 The implications of Notification are summarized as under: 
(i) All transactions with a person in Cyprus will have to meet the rigors of transfer pricing;
(ii) A deduction in respect of any payment made to any financial institution in Cyrus and deduction in respect of any other expenditure or allowance arising from the transaction with a person located in Cyprus is subject to specific conditions wherein assessee has to give advance authorization to CBDT and Income Tax Department to ask any information/documentation;
(iii) Sum received from a person located in Cyprus is deemed to be the income of the assessee unless the assessee satisfactorily explains the source of such money in the hands of the payer;
(iv) Payments to persons located in Cyprus is liable for higher rates of withholding tax rate at 30 per cent
[Special measures in respect of transactions with persons located in notified jurisdictional area.
94A. (1) The Central Government may, having regard to the lack of effective exchange of information with any country or territory outside India, specify by notification in the Official Gazette such country or territory as a notified jurisdictional area in relation to transactions entered into by any assessee.
(2) Notwithstanding anything to the contrary contained in this Act, if an assessee enters into a transaction where one of the parties to the transaction is a person located in a notified jurisdictional area, then—
 (i)  all the parties to the transaction shall be deemed to be associated enterprises within the meaning of section 92A;
(ii)  any transaction in the nature of purchase, sale or lease of tangible or intangible property or provision of service or lending or borrowing money or any other transaction having a bearing on the profits, income, losses or assets of the assessee including a mutual agreement or arrangement for allocation or apportionment of, or any contribution to, any cost or expense incurred or to be incurred in connection with a benefit, service or facility provided or to be provided by or to the assessee shall be deemed to be an international transaction within the meaning of section 92B,
and the provisions of sections 92, 92A, 92B, 92C [except the second proviso to sub-section (2)], 92CA, 92CB, 92D, 92E and 92F shall apply accordingly.
(3) Notwithstanding anything to the contrary contained in this Act, no deduction,—
(a)  in respect of any payment made to any financial institution located in a notified jurisdictional area shall be allowed under this Act, unless the assessee furnishes an authorisation in the prescribed form authorising the Board or any other income-tax authority acting on its behalf to seek relevant information from the said financial institution on behalf of such assessee; and
(b)  in respect of any other expenditure or allowance (including depreciation) arising from the transaction with a person located in a notified jurisdictional area shall be allowed under any other provision of this Act, unless the assessee maintains such other documents and furnishes such information as may be prescribed, in this behalf.
(4) Notwithstanding anything to the contrary contained in this Act, where, in any previous year, the assessee has received or credited any sum from any person located in a notified jurisdictional area and the assessee does not offer any explanation about the source of the said sum in the hands of such person or in the hands of the beneficial owner (if such person is not the beneficial owner of the said sum) or the explanation offered by the assessee, in the opinion of the Assessing Officer, is not satisfactory, then, such sum shall be deemed to be the income of the assessee for that previous year.
(5) Notwithstanding anything contained in any other provisions of this Act, where any person located in a notified jurisdictional area is entitled to receive any sum or income or amount on which tax is deductible under Chapter XVII-B, the tax shall be deducted at the highest of the following rates, namely:—
(a)  at the rate or rates in force;
(b)  at the rate specified in the relevant provisions of this Act;
(c)  at the rate of thirty per cent.
(6) In this section,—
 (i)  "person located in a notified jurisdictional area" shall include,—
(a)  a person who is resident of the notified jurisdictional area;
(b)  a person, not being an individual, which is established in the notified jurisdictional area; or
(c)  a permanent establishment of a person not falling in sub-clause (a) or sub-clause (b), in the notified jurisdictional area;
(ii)  "permanent establishment" shall have the same meaning as defined in clause (iiia) of section 92F;
(iii)  "transaction" shall have the same meaning as defined in clause (v) of section 92F.]
























