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“The lender has provided financing to the Borrower for building and operating

safari vessels in Republic of Maldives”
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4.1 Taxpayer has deducted interest on purported loan obtained | Where a transaction is entered into between two persons | BPT Act 5.11 (a)(5)
from the assoclated party: Mr, Robert Grzegorz Mielenczuk. | associated with each other, if such transaction would not have

) BPT Act 5.29 (g)
. . been entered into between persons who were not associated with
However, the transaction when accurately delineated, does , N "
- o each other, then in computing the taxable profits of the first
not reflect the economically relevant characteristics that . N
N Person, such transactions shall be disregarded.
would have been present had it been a bona fide loan entered
into between persons who were not associated with each | Further, an interest deduction under S.11(a)(5) of the BPT Act
other, is allowed only if the debt/ loan is bona fide.
The terms and conditions and subsequent conduct of the  Therefore, MIRA has disallowed the loan interest on the
parties gives indication of the funds as equity capital rather = associated party loan as shown in Annexure 1.
than a bona fide debt.
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