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The presenGrant Thornton publication aims to provide

the reader with an overview and a quick reference guide to
the Cyprus tax systeihe information contained in this
publication relates to the regulations in force @&s of
Januarg05b.

This publication is not intended to be comprehensive
so gecific professional advice should always be
obtained before taking any action.

Youmayalso download Cyprus Tax Faxténeon our
websitavww.gtcyprus.com


http://www.gtcyprus.com/
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About us

We are Grant Thornton Cyprus, one of the
leading accounting practices in Cyprus. Founded
in 1942, we became a member firm within Grant
Thornton International Ltd in 1982. We offer a
full range of assurance, tax, specialist advisory
and outsourcing services to clients ranging from
public companies and multinationals to private
businesses across a broad spectrum of
industries.

What makes us different?

Dynamic organisations know they need to apply both
reason and instinct to decision making. At Grant
Thornton, this is how we advise our clients every day. We
combine awardinning technicaxpertise with the

intuition, insight and confidence gained from our extensive
sector experience and a deeper understanding of our
clients.

Global strength

Grant Thornton is one of th
of independent assurance, taxahdsory firms. These
firms help dynamic organisations unlock their potéortial
growth by providing meaningful, forward loolkidgice.
Proactive teanied by approachable partnerthese
firms, use insights, experience and instinciderstand
compekx issues for privately owned, publisigd and
public sector clients and help them to §iolditions. More
than 40,00 Grant Thornton peoplagross over3D
countries, are focused on makiuiffarence to clients,
colleagues and the communitieshich we live and work.



Our culture
We have created a culture of openness and transparency,

where all of our people can make a difference. Our
CLEARR values: collaboration, leadership, excellence,
agility, respect and responsibility, underpin our culture and
how we do businegghey are endalded throughout our
business and set the parameters of how we expect people t
behave with their colleagues, clients and the world at large.

Our local awards
Our distinctive approach is fully recognised by the markets
we serve.

Investors in People
V7
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ICPAC Quality Checked Certificate

ZEAK

ICPAC
Quality Checked

ACCA Platinum Approved Employer

ICAEW Authorised Training Employer
THE INSTITUTE
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Introduction

Since its accession to the European Union in 2004, the tax
legislation of Cyprus complies with EU requirements and
with the OECD initiative against harmful tax practices.

The significant tax advantages offered by Cyprus to

international companies witgus taxresident base

include:

double tax treaties witlver 55countries

favourable tax regimiacluding corporation tax

of 12,%46, one of the lowest rates in the EU

nil withholding taxes on dividends and on interest

payable to neyprus tax residents

exemption from tax in most cases on dividends

received

exemption from tax of profits from operations of

permanent establishments situated abroad

exemption from tax gfrofits on disposal of

shares, bonds and other securities (except in the

case where the company issuingllaees owns

immovable propertsituated in Cyprus)

I exemption from capital gains tax on gains arising
from the disposal of immable propertgituated
abroad.
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International companies whidhoose to have a permanent
establishment in Cyprus can grgdditional benefits such
as:

strategic geographic location

availability of free zone area

excellent communicatiomdrastructure

efficient legal, accounting and banking services
liberal foreign direct investment regime

highly qualified, wedlducated and multilingual
labour force

freedom of movement of foreign currency
one of he lowest crime rates in Europe.
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All the above factors combine to
make Cyprus an ideal and effective
location for EU inbound and
outbound investments and a
preferred jurisdiction of
international tax planners.

085006
630600
020009
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Personal Taxation

Imposition of tax

Individuals who are Cyprus tax residents are subject to tax
on their worldwide income, whether remitted to Cyprus or
not. Individuals who are ne@yprus tax residents are

subject to tax only on their Cypaairce income.

Tax residence

ForCyprug ax pur poses, 0OCyprus
individual who, in the year of assessment (calendar year),
stays in the Republic of Cyprus for a period or periods
exceeding in aggregate 183 days. For company residence, ¢
page Q.

Days in and out of Cyprase calculated as follows:

(a) the day of departure from Cyprus is takerday a
of residence outside Cyprus

(b) the day of arrival in Cyprus is takera day of
residence in Cyprus

(c) arrival inand departure from Cyprus on the same
day is takeas a day of residce in Cyprus

(d) departure from and arrival in Cyprus the same day
is taken as a day of residence outside Cyprus.

Income tax rates for 2015

Cumulative

Taxable Cumulative

. taxable

income " Tax

income
€ € €

First 19.500 - - 19.500
Next 8.500 20 1.700 28.000 1.700
Next 8.300 25 2.075 36.300 3.775
Next 23.700 30 7.110 60.000 10.885
Over 60.000 35



Exempt income

Type of income

Profits on disposal of titles

Remuneration from salaried services
rendered outside Cyprus

Dividend income
Interest income

Remuneration of individuals who,
before commencing employment in
Cyprus, were not Cyprus tax
residents

Remuneration of individuals who,
before commencing employment in
Cyprus, were not Cyprus tax
residents and their income from
employment is more than €100.000
per annum

Lump sum on retirement,
commutation of pension or
compensation for death or personal
injury

Capital sums received in respect of
eligible life insurance policies or
provident, pension and other funds

Profits from a permanent
establishment abroad are exempt
subject to certain conditions

100%

100%

100%
100%

20% of
emoluments, up to
a maximum of
€8.550 p.a.

50% of total
emoluments

100%

100%

100%

57

6,7



Notes

0Titlesd means ordinary sha
shares, options on titles, debentures, bonds, short positions
on titles, futures/forwards on titles, swaps on titles,
depository receipts on titles like ADRs and GDRs, claim
rights on bonds andcetientures (excluding the rights on
interest of such products), index participations (provided
that they represent titles), repurchase agreements or Repos
on titles, participations in companies like Russian OO0 &
ZAO, American LLCs (provided that they ae n

transparent entities), Romanian SAs & SRLs, Bulgarian ADs
and OODs and units in opemded or closended

collective investment schemes that have been established
and registered, and function, in accordance with the
provisions of specific and relevagidlation in the country

of the registration. Promissory notes and bills of exchange
are not includednder definition of titles.

The employer must either be a-#@yprus tax resident or a
Cyprus tax resident with a permanent establishment abroad.
For theexemption to apply, the service abroad must be for a
period or periods of more than 90 days in aggregate in any
one year of assessment.

Such dividend income is subject to Special Defence
Contribution for Cyprus tax residents

The exemption does not apjblinterest arises or is closely
related to business activities, which will be treated as trading
income.

The exemption applies for a period of three years,
commencing on 1 January following the year of
commencement of the employment.

The exemption applies for a period of five years,
commencing on 1 January 2012.

In practise the tax authorities will allow only one out of the
two claims (see ndb&k 6 above).



Allowable deductions

Description

Annual subscriptions to trade unions
and professional associations

Donations to approved charitable
institutions (with receipts)

Rental income if the rented property is
a building

Interest on a loan used to acquire
rented properties

All expenses incurred wholly and
exclusively for the production of
income provided that are supported
by proper documentation

Expenditure incurred for the purpose
of maintaining a preserved building

Life insurance premiums

Wages and salaries and contributions
to Social Insurance Fund,
Redundancy Fund, Human Resource
Development Fund, Social Cohesion
Fund, Pension Fund and Provident
Fund

Expenditure incurred for the
acquisition of shares in an “innovative
business”

Special Contribution

100%

100%

20% on gross
rental income

100%

100%

Subject to
restrictions

100%

100%

100%

4&5

564&7

See
page 44



Notes

In case of a loss, to the extent of the donation, the loss is
not carried forward.

Excludes interesind/or running expenses of private
motor vehicles.

Restriction depends on the covered area of the building.

& por scuar motor

Up to 120 Up to €1.200
121 -1.000 Up to €1.100
Over 1.000 Up to €700

The deduction for annual life insurapieamium is

restricted to 7% of the capital sum assured on déatlife
insurance should be for the life of the taxpayer and not for
his/her spouse unless it relates to polaffestecbefore

1 January 2008/hen a life insurance policy is cancelled
within six years of its inception, there is aloéak of
premium relief as follows:

. % of premiums allowed
Cancellation (in year) treated as income
1-3

30%
4-6 20%

The total deduction for all the above allowances (life
insuranceContributions to the social insurarmeyident,
pension, medical or oth@@pproved fund) is restricted to
1/6 of an individual ds taxa
allowances.

Wages and salaries for which the above mentioned
contributions have ndieen paid itheyearjn which they

were due, will not be tax deductible for the calculation of
taxable income.

If the contributions (including any penalties and interest) are
paid in full within two years from their due date, then such
wages and salar&gsl their associatedntributions will be

atax deductible expense in the year that they are paid.
Innovative businegsnot defined in the legislation but in
general terms may mean a company that is creating more
effective processes, products and wigasf which there is
increase likelihoodfor a successful outcome.



Business Taxation

Imposition of tax

Cyprus tax resident persons (individuals and companies)
are subject to tax on their worldwide income whether
remitted to Cyprus or not.

Non-Cyprus tax resident persons are subject to tax only on
their Cyprussource income.

A company is subject to tax in Cyprus if its management
and control is exercised in Cyprus, irrespective of its place
of registration.

0Companydé has tbthistermbyahei ng ¢
Companies Law and inclu@eybodywith or without legal
personality, or public corporate body, as well as every
company, fraternity or society of persons, with or without
legal personality, including any comparable company
incorporateabr registered outside the Republic and a
company listed in the First Schedule but it does not include
a partnership.

Partnerships are not taxable entities. The income of a
partnership is attributed to the partners and is subject to
income or corporatiotax as the case may be.

Tax registration

As of IstJuly 201,Ja Companis obliged taegister with
the tax authorities within 60 day#®fegistration with the
Companies Registrar.

Corporation tax rate
1 12,%% of taxable income

10



Exempt income

Profits on disposal of securities 100% 1
Dividend income 100% 2
Interest income 100% 3

Profits from operations through a

100% 4

permanent establishment abroad

Notes

1.
2.

3.

The definition ofititles & stated in page 7 of the booklet.
Such dividend inconiesubject to Special Defence
Contributionfor Cyprugtax residents.

The exemption does not apply if interest arises or is closely
related to the business activities of the entity. Note that
exempt interest income is subje@®b Special Defence
Contributionfrom 29/4/2013(see pag&4).

The exemption does not apply & fhermanent

establishment engages directly or indirectly more than 50%
in activities which result in investment incAB the

foreign tax burden is significantly lower than the Cyprus
tax burden.

11



Allowable deductions

| et

Wages and salaries and contributions 100%
to Social Insurance Fund, Redundancy

Fund, Human Resource Development

Fund, Social Cohesion Fund, Pension

Fund and Provident Fund

Donations to any approved charitable 100%
institution (with receipts)

Expenditure incurred for the purpose Subject to
of maintaining a preserved building restrictions
Business entertainment expenses Lower of 1% of
gross income, or
€17.086
Interest on loans to acquire assets 100%

used in a business

All expenses incurred wholly and 100%
exclusively for the production of

income provided that are supported by

appropriate documentation

80% of the net income generated from 80%
the exploitation of Intellectual Property

(IP} and 80% of the net profit from the

disposal of such IP is not taxable

Interest expense is tax deductible if 100%
arising from loan used in acquiring

direct or indirect 100% subsidiary,

provided that all subsidiary’s assets

are used for the production of income

Expenditure incurred for the acquisition 100%
of shares in an “innovative business”

1

See page
37

See note 8
on page 9

12



Notes

Wages and salaries for which the above mentioned
contributions have not been paid inytearin which they
were due, will not be tax deductible for the calculation of
taxable income.

If the contributions (including apgnalties and interest)
are paid in full within two years from their due date, then
such wages and salaries and their ass@oatedutions

will be tax deductible expense in the year that they are
paid

In case of a loss, any part of the loss up to the amount of
the donation cannot be ded forward

Depending on the covered area of the building

€ per square meter

Upto 120 Up to €1.200
121 -1.000 Up to €1.100
Over 1.000 Up to €700

Interest payable for acquiring a saloon car whether used in
the business or not, or any other asset that is not used in
the business, is not allie for the first seven years
Excludes interest and running expenses of saloon
(passenger) cars as classified under the Motor Vehicles and
Traffic Regulations.

13



Wear and tear allowances

Annual wear and tear allowances are granted on the
acquisition cost of assets used in a busiresollowing
table includes commonlged categories

Description Rate
(%)
Industrial, agricultural and hotel buildings 4 1,2
Plant and machinery used in agriculture 15 2
Commercial buildings 3 2
Plant & machinery 10 1,2
Loose tools 33m 2
Furniture, fixtures & fittings 10 1,2
Computer hardware and operating software 20 2
Motor vehicles (excl. saloon cars) 20 2
Excavators, tractors, bulldozers, self-propelled
loaders and drums for petrol companies 25 2
Application software 33m
(100% if 2
less than
€1.709)
Air-conditioning 10 2
Printing and binding machines 10 2
Bullet-proof commercial vehicles 20 2
Sailing/Motor yachts 4% /6 2
Wind turbines 10 2
Photovoltaic systems 10 2
New aeroplanes and helicopters 8 2

Notes
1. For the cosbn the following assets acquired through
20122014 (new, used, additions) an increased allowance is
providedas follows
1  Plant and Machinery 20%
1 Furniture and fittings 20%
1 Industrial Buildings 7%
T Hotel Buildings 7%
2. Allowances start when the asset isinsthe business.
For assets acquired from related companies, within this
period, Art.33 may apply.

14



Losses

Tax losses incurred in any one year and which cannot be
set off against other profits of the same year, can be carried
forward and set off against future prafitthe next five

years.

This new amendment in the incomeaaappliefrom
1/1/2013 and acteetrospectively for losses carried
forward from the year 2008.

Relief in respect of group trading losses is allowed among
Cyprus tax resident companies which are members of the
same group (with at least 75% control) for the whale y
Only current year group trading losses can be surrendered
from one company of the group to anotAearfrom

1/1/2012 companies incorporated by their parent

company within the year (with at least 75% ownership), will
qualify for group relief for the wle year.

Losses of a sole trader or a partnership business converted
into a limited liability company can be set off against future
profits of the company.

Losses of a permanent establishment abroad can be set off
against the Cyprus profits of a busivesether

incorporated or unincorporated. However, future profits

of the permanent establishment are liable to tax, to the
extent of the losses allowed (loss recapture).

Company reorganisations

Transfers of assets and liabilities between companies in the
course of a reorganisation (including provisions and
reserves) can leffectedwithout any tax consequences.

The term reorganisation includes exchange of shares,
transfer of commercial actie#, mergers and-deergers.

15



Value added tax (VAT)

Imposition of VAT

VAT applies to any person who is, or should be, registered
for VAT (a taxable person) in the course of furtherance of a
business on every taxable supply. A taxable supply is any
supply of goods or services which is not exempt.

Registration

Registration is compulsory for businesses if at any time
their taxable supplies in the preceding 12 months are in
excess of 015.600. Addition
register at any tinvehere it is expected that taxable

supplies will exceed the threshold in the next 30 days.

Registration is also compulsory, irrespective of the value of
the supplies, where a business provides services to a
business registered in another EU Member State.

Other situations where obligatory registration applies
include the acquisition of goods from other EU Member
States over the threshold o
distance sales from other EU Member States to Cyprus
over the value of 035.000.

Zeroraed supplies are taxable supplies and should be
included in the total of taxable supplies for the purposes of
determining whether the threshold has been reached.

If a business makes only zeated supplies that exceed the
threshold it has to register TOAT.

Voluntary registration is available for businesses which
make taxable supplies and do not yet meet the prescribed
threshold of 015.600.

Goods or services exempt from VAT
These include:

7 land

7 used buildings

1 new buildings for which application forudding
permit was made prior to 1 May 2004
rents(excluding cases with right of purchase)
banking and financial services
insurance
medical and hospital services

= =4 =8 =4
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1 education

1 sports

1 lottery tickets and betting
VAT rates
The VAT legislation provides for tlelowing four VAT
rates:

1. Zero rate 0%

2. Lower reduced rate 5%

3. Higher reduced rate currently 9% (8% prior to

13/1/2014)
4. Standard rate currently 19% (18% from 14/1/2013

until 12/1/2014).

Zero-rated taxable supplies (0%)
These include:

1
1

1
1

il

exports to non EU Countries

supplies to other EU member states provided the
purchaser uses these supplies for business purposes
commissions received from abroad relating directly to
exports of goods outside member states
commissions received from abroalding directly to

the importatiorof goods from non EU member

states where the goods are placed under customs
suspense arrangements, including temporary storage,
free zones, customs warehousing, etc.

international air and sea transport

Lower reduced rate taxable supplies (5%)
These goods include:

f
1

= =4 —a —a —a 9

foodstuffs, other than those supplied in the course of
catering

medicines and vaccines for the prevention of iliness,
and as a treatment for medical and veterinary purposes
new buildings to approved consumre will use it

as their principal place of residence from 1/10/2011
supply of agricultural fertilizers and insecticides
animal feed, including feed for fish and birds

supply of live animals used for human consumption
nonbottled water

newspaperspagazines, books

equipment for use by the disabled

17
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ice cream and similar products including various spices
salted or roasted products

gas

confectionery except biscuits and cakes, but including
chocolates and chocolate covered biscuits

bottled waterindustrialized drinks, juice drinks
(excluding carbonated drinks, alcoholic beverages, bee
and wine)

ingredients used in the production of foods

car seats for children

services of writers, composers and artists, as well as tt
royalties received by them

hair salon services

improvement and repair of a private residence (older
than 3 years)

products for contraception

products for womends heal
medical equipment used exclusively by handicapped
persons

services by undertakers and coffins

road cleaningefuse collection and recycling, other

than services supplied by state authorities, local
authorities and public utility corporations

transport of passengers and their accompanying
luggage by urban and rural buses

letting of places on camping or carauas Si

admission to shows, circuses, parks, concerts,
museums, zoos, movie theatres, galleries and similar
cultural events

admission to sporting events and use of sporting
facilities

repair of medical equipment and certain products that
are used by handicagppersons

medical and dental services and bathirggthat are

not exempted from VAT under paragraphs 2 and 3 of
the 7th Schedule of the VAT Law. Medical
examinations or treatment of cosmetic or aesthetic
nature are excluded from this treatment.

Higher reduced rate taxable supplies (9%)

il

transport of passengers and their accompanying
luggage with urban, suburban and rural taxis as well as
with tour, excursive and suburban buses

18



1 restaurant services and other similar catering services,
including alcoholibeverages, beer and wine

1 accommodation in hotels, tourist and other similar
establishments including provision of holiday
accommodation

1 domestic sea transport of passengers and their
accompanying luggage

Zero-rate vs. Exemption

Businesses which provide zexted supplies are entitled to
recovelinput VAT, whereas businesses which only supply
exempt goods or services, are not entitled to recover VAT
which they havimcurredon their purchases, expenses or
imports.

Mechanics of VAT

1 VAT is charged on taxable supplies of goods and
services made (output tax) and is paid on purchases
of goods and services received (input tax)

1 VAT returns showing the output tax and input tax
must normally be submittgdarterlyor monthly if
approvedr directed by the VAT Commissioner

1 if the output tax is greater than the input tax, the
difference must be paid to the VAT Office within 40
days from the end of each VAT period

1 if the output tax is less than the input tax, the
difference is carried forwaexcept in specific cases
when it may be refundable.

Refund of excess VAT

In most cases a business which has a refundable VAT
balance can claim this amount, following an application to
the Commissionef-rom 19/2/2013 interest is payable by
the VAT Authorities for refund applications filed after this
date. Interest becomes payable where a VAT refund claim i
delayed for more than four months from the date of
submission of the refund application. Thioges

extended to 8 months where the application is to be
reviewed by the Authorities. The interest applies from the
1st day of the 5th month until the date that the refund is
processed. The interest rate is 4% for 205% for the

year 2014 antl 75%for the year 2013).

19



Irrecoverable input tax
For certain supplies of goods and services, input VAT is
irrecoverable. These include:
1 private or notrbusiness activities or the business of
another person
1 purchase, import or hire of saloon cars, unlessarsed f
qualifying purposes, such as car rental and driving
lessons, or as taxis
1 business entertainment expenses (unless relating to
employees and directors not including ancillary
expenses)
1 goods acquired in accordance with a seftamd
goods scheme
1 accommodation of directors and their connected
persons
1 purchases which directly relate toptfoerision of
exempt supplies

With effect from 1 January 2010, Cyprus has implemented
the changes introduced by EU directives in relation to:
1 the place of suppbf services
1 the introduction of an electronic VAT Refund Scheme
for expenses incurred in other Member States
1 intracommunity sales li&tform VIES

Following on from the above provisions, the general rule for
the place of supply of intEeC services fdB2B (Business to
Business) supplies of services is where the customer is
established. In this case the customer will have to account
for VAT under the reverse charge method. Prior to this the
place of supply was generally where the supplier was
establised.

For B2C (Business to Consumer) supplies, the general rule
for the supply of services continues to be the place where
the supplier is established.

As was the case before 1.1.2010, there continue to be
exceptions to the general rule for certain sgrvidh a

view to achieving taxation in the place of consumption.
These were mainly implemented on 1 January 2010, with
further changes to the o6whe
January 2011 and for letegm hire of means of transport

from 1 January 2013 (sedow).

20



From 1 January 2010, EC Sales Lists (VIES) need to be
completed for intr&EC taxable supplies of services which

are subject to the reverse charge arrangements in the
customerds Member State, ir

As of BtJanuary 2011 tleehas been a change regarding

the place of supply for admission to events. The place of
supply following this change is where the event actually
takes place. Services related to the admission of events alsc
come under this scope.

With effect from 9 MarcB012 provisions affecting the
construction industry, provide that a taxable person shall
not impose VAT on services provided to another business
in respect of, construction, alteration, demolition, repair or
maintenance of any building or civil engineprirjgct.

The VAT is to be accounted for by the recipient of the
services by way of reverse charge.

As from %t January 2013, there has been a change in
provisions governing the long term hire of means of
transport by notiaxable persons (B2C). The changes
provide that the place of supply for B2C long term hire of
means of transport is where the means is maddbkvil

the customer (rather than where the supplier is established),
but only to the extent that the provider has a permanent or
business establishment there. Where the provider does not
have a permanent or business establishment the place of
supply is wére the recipient normally resides.

Mini One Stop Shop (MOSS)

As from ®tJanuary 2015 across EU countries the supply of
telecommunications, broadcasting and electronic services
to private individuals and nbaosiness customers will

always be taxed in the caynwhere the customer resides.

The MOSS is a single electronicgdhtat has been

produced to allow for the simplified implementation of
these new rules, both to taxable persons established in the
EU and taxable persons not established in the EU.

The MOSS VAT returns are additional to the normal VAT
returns a taxablengen is obliged to submit.

21



Refund for expenses incurred in other Member

States

Businesses may claim electronically for the refund of any
VAT paid on business expenses in another Member State
(state of refund). VAT may be refunded only on prescribed
business expenses in respect of input tax allowable in
accordance with the VAT ledigla of the refunding

Member State.

Reduced rate 5% for principal place of residence

A reduced rate of 5% has been introduced for new
properties which are purchased by eligible persons and
used as their main place of residence. This applies for
agreemestconcluded afteptDctober 2011 (a grant also
applies for agreements concluded priorst@ctober
2011). The reducedte may be applied following an
application and approvat the Commissioner. Frorh 8
June 2012 the reduced rate has been extended to include
residents of ne&BU countries where the property will be
used as their primary residence in the Republic.

Yacht Scheme

From 13 March 2012 it is possible to opt for a favorable
Yacht Scheme wherelwetyacht comes under a hire
purchase agreemefAtcording to VAT provisions, the

sale of a yacht through a fprechase agreement is a

taxable transaction to the extent that it is used within the
European Union and the scheme provides for a standard
non-EU usage based on vessel size rather than actual usage

Changes officially published on 20 December
2013

Time of supply

Continuous supplies of goods for a period longer than one
calendar year which relate to the supply of goods from the
Republic to &axable person in another Member State who
is liable to account for the VAT or the movement of goods
to another Member State by a taxable person for the
purpose of their business, are deemed to be supplied at the
end of each calendar month until the cotiopl®f the

supply.

22



Continuous acquisition of services for which the reverse
charge applies (based on Article 11 of the VAT Law) which
are made for a period longer than a year and for which no
payment is made during the course of this period, are
deemedd be completed at the end of each calendar year.

Where goods are dispatched from the Republic and
acquired by a person in another EU Member State who is
liable to account for the VAT, or where goods are
transported by a taxable person to another Menater St

for the purpose of their business the transaction is deemed
to be carried out on the earlier of theé d&y of the month
following the month in which the chargeable event occurs,
or the date that the invoice is issued.

In relation to the implemenian of VAT, when a taxable
supply is made within the Republic by a taxable person
who has a fixed establishment in the Republic they are
considered as a nestablished taxable person where their
fixed establishment in the Republic does not intervene in
the supply.

Time of supply - Lawyers and Construction Industry
The special arrangements which were in place with regards
to services provided by lawyers and those which were
supplied in the construction industry have been replaced by
the general rule witbgards to the time of supply. These
are deemed to take place as follows:
1 atthe time when the services are executed
1 when an invoice is issued if it is issued within the
14 days following the execution of the services
1 when an invoice is issued or payntergdeived,
where and to the extent that this occurs before
the execution of the services.

Cash Accounting Scheme

From 20 December 2013 an optional cash accounting
scheme may be applied. The scheme provides that output
VAT is to beaccounted foat the time when the
consideration is received and input VAT is claimed when
the consideration is paid.

The scheme mbg applied if the value of transactions in

the 12 months before the beginning of the taxable period

do not exceed 0O 2nbsiofedrBustbel h e
23



notified in writing of the application of the scheme and the
taxable person must meet specific criteria with regards to
their compliance history.

The scheme cannot be applied for transactions where the
VAT is payable by the recipientta# supply, where goods
are imported from outside the EU or acquired from
another Member State, for hinerchase agreements,
conditional agreements or sales on credit.

Invoicing

Invoices must comply with the provisions of the Member
State in which theugply of goods or services is deemed to
have been made according to the provisions governing the
place of supply. By way of derogation, invoices must
comply with the provisions of the Member State in which
the supplier belongs when the supplier is ndilisbied in

the Member State where the supply is deemed to have beer
made, if their establishment in that Member State does not
intervene with the supply, or if the supply is deemed not to
be made within the Community.

The obligation to issue VAT invoites been extended to
include circumstances where:

1 aprepayment or a payment on account is
received by a taxable person for the supply of
goods or services to another taxable person or to
Government, Local and Public Authorities (as
specified in Article 3df the VAT Law)

1 supplies are made to R@xable persons in other
Member States for goods which are subject to
excise tax.

Where goods or services for which the recipient is
obligated to account for VAT are supplied, an invoice must
be provided by the ®%lay of the month following the

month in which the supply is made.

Specific references must be included on invoices in certain
cases as follows:
1 where the VAT becomes chargeable at the time
when the payment is received in accordance with
Article 42E andhe right of deduction arises at
the time the deductible tax becomes chargeable,
the mentionlj & G @bAZFRENDH K §DDD K i
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1  where the customer receiving a supply issues the
invoice instead of the supplier, the mention
"I dzD®) DX Q0 k A a g D

T where the customéx liable for the payment of
the VAT, the mention" ¢ D DEDZ & PCR4

1 in cases where the supply is within the context of
a triangular transaction the invoice must state
"03gaPomBER KkAEAAD

1  where the margin scheme for travel agents is
applied, the mentidtj & G 2B3BEg GP 3 o ¢ dz
KU3 A@gda oOBnDiE| g DBE Kyt i DZzep

1 where one of the special arrangements applicable
toseconhand goods, works o
items and antiques is applied, the mention
"lj & G BBy GPE3eAmENA § £§ 3 § DI
aaa.Glia GeBagD GPB3AMEE a
0 Ug"og'lj & GeBBED Wssaﬁéogd_zl 3
| 0 DAy KBzl DEs I§ 69 0 X QB HK U

respectively.

Summary invoices

Taxable persons may issue summary invoices which relate
to separate supplies of goods or sergitéise condition

that the VAT for the supplies which are included on the
invoice is deemed payable during the same calendar month.

Electronic Invoicing

The new provisions are based on the principle that
electronic invoices must reflect the actual supgbods

or services. The integrity of their content and authenticity
of their source must be guaranteed from the time of issue
throughout the period for which there is an obligation for
them to be maintained. No specific means of achieving this
requiremenare specified however, in contrast to the prior
provisions, though a specific framework must be adhered
to.

Storing invoices

Invoices must be stored in the original form in which they
were provided or received. When electronic invoices are
stored by elé&nic means then any data which guarantees
the authenticity of the source and the integrity of content
must also be stored in the same form.
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Records for temporary movement of goods to
another Member State
Records must maintain details which are spdwmjifiad to
allow identification of goods which are temporarily
dispatched to another Member State for the purpose of:
1 carrying out valuation or work on the goods in
the Member State of arrival of the goods
1 temporary use of the goods in the Member State
of arrival for the purposes of the provision of
services by the taxable person
1 temporary use of the goods for a period not
exceeding 24 months in another Member State
where the goods would qualify for temporary
importation relief in that Member State.

Also records must be kept to allow identification of goods
which are sent from another Member State upon which
valuation or work is to be carried out as a provision of
services to their owner.
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VAT - Interest and Penalties

Description Interest or penalty

Late registration €85 per month

Late submission of VAT return €51

Late payment of VAT due on submission of VAT = 10% on VAT due plus

return interest of 4% p.a.
(4.5% for 2014)

Late de-registration €85

Late submission of VIES statement €50 per statement

VAT Thresholds

Description Amount

Registration threshold (taxable supplies in €15.600

Cyprus)

Registration threshold for distance sales (sale €35.000

of goods to non-taxable persons in Cyprus from
suppliers belonging to other Member States)

Registration threshold for acquisition of goods €10.251,61
in Cyprus from suppliers established in other
Member States

Registration threshold for the acquisition of €15.600
services from outside Cyprus for which the

recipient is liable to account for the VAT by

application of a reverse-charge.

Registration threshold for the inter-communal No threshold applies
supply of services



Tax treaties

Cyprus has a wide and expanding network of double tax
treaties, including particularly favourabkgies with Russia
and most Eastern European Countries.

Irrespective of the provisions of these treaties, there is
no withholding tax on dividends and interest paid to
non-tax residents of Cyprus

Cyprus has concluded double tax treaties wittotimtries

listed below.

Austria 11 January 2013
Belgium 8 December 1999
Bulgaria 3 January 2001

Czech Republic

26 November 2009

Denmark 7 September 2011
Estonia 1 January 2014
Finland 1 January 2014
France 1 April 1983
Germany 16 December 2011
Greece 16 January 1969
Hungary 24 November 1982
Ireland 12 July 1970

Italy 9 June 1983 (amendment)
Lithouania 1 January 2015
Malta 11 August 1994
Portugal 1 January 2014
Poland 11 January 2013
Romania 8 November 1982
Sweden 14 November 1989
Slovenia 14 September 2011
Slovakia? 30 December 1980
Spain 28 May 2014

United Kingdom

1 November 1974
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Other Countries
(non - EU)

Ratification date

Armenia
Azerbaijan®
Belarus
Bosnia!
Canada
China
Egypt

Guernsey

Iceland

India
Kurghystan®
Kuwait
Lebanon
Mauritius
Moldova
Montenegro!
Norway
Qatar

Russia

San Marino
Serbia!
Seychelles
Singapore
South Africa
Syria
Thailand
United Arab Emirates

United States
Ukraine®

@ajikistan®

19 September 2011
26 August 1983

12 February 1999
8 September 1986
3 September 1985
5 October 1991

14 March 1995

Not ratified as at the date
of issue of this publication

1 January 2015

21 December 1994
26 August 1983

1 January 2014

14 April 2005

12 June 2000

3 September 2008
8 September 1986
1 January 1955

20 March 2009

2 April 2012 (amendment)
18 July 2007

8 September 1986
27 October 2006
8 February 2001

8 December 1998
22 February 1995
4 April 2000

1 January 2014

31 December 1985
1 January 2014
26 August 1983



Uzbekistan® 26 August 1983
Notes

1. The convention between the Republic of Cyprus and the
Socialist Federal Republic of Yugoslavia is still applicable.

2. The convention between the Republic of Cyprus and the
Czechoslovak Socialist Republic is still applicable

3. The convention between the Republic of Cyprus and the
Union of Soviet Socialist Republics (USSR) is still applicable.
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Miscellaneous

Special modes of taxation

International trusts

Trust Law in Cyprus is based on English legal principles anc
the legislation in force follows the English Trustees Act of
1925. In 1992, the International Trust Law was enacted in
order tofacilitate the use of the basic law bynesidents.

The law was amended on 9 M&eh?2 to become more
attractive.

A Cyprusgnternational trust is a trust which has the
following characteristics:

1 the settlor and beneficiaries other than charitable
insttutions must not be Cyprus residents during
the calendar year prior to the year of creation of
the trust (may become Cyprus resident at any time
following its creation)

1T the trustees may vest t

movable and immovable propdsoth in Cyprus
and abroad and in shares in Cyprus companies
the trust can have Cyprus sourced income

a trust may continue to be valid and enforceable
without time restriction.

== —a

Taxation of a trush Cyprus:

1 transparent for Cyprus tax purposes which means
that the income is only assessable on Cyprus
resident beneficiaries

1 no capital gains tax is charged on the disposal of
assets helabroad

Foreign pensions

Foreign pensions of a Cyprus resident individual which
exceed the amount@f3 . geRabnum ar@xable at the

rate of 5%. The recipient of such pension may elect, for
each year of assessment, to be taxed at the normal rates.
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Shipping companies

Asof 1 Januar01 a new Tonnage Tax System (TTS) was
introducedwhichc over s t he tnter ee mai
Transportoé Activities offer
namelyship-owningship-managemergsplit into crew

and/or technical mnagemehandchartering. It also applies
to fleets comprising of eit
& Non-EU Flagshipsd subject to election criteria and
conditions to be fulfillgd

Under the new TTS, nax is imposed on:

1 profits from shipping jperations

1 dividends paid directly or indirectly out of such
profits or from the sale of a ship

1 interest earned on fundsed as working capital or
for the financing, operation omaintenaceof the
ship

1 profits from sale of a ship or the shares of the
shipownercompany

The ame tax exemptionase offered with regard to the
taxation of charterers and shipnagememompanies
respetively.

Furthermore, the remuneration of a Cyprus ship crew is tax
exempt.

Insurance companies

Insurance companies are taxed at the same rate of tax as al
other companies. However, where the corporation tax
payable on the taxable immof the life insurance business

is less than 1,5% of the gross premiums, excluding the
contributions in any approved pensions, provident or other
fund administered by the insurance company on behalf of
its members, the insurance company has to pay the
difference as additional corporation tax.

Taxation of non-Cyprus tax residents

Subject to specific provisions in the relevant tax treaties
between Cyprus and the country of residence of the persons
concerned, the resident person who makes a payment to a
non-Cyprugax resident is obliged in the following cases to
withhold and pay over to the Revenue Authorities tax as
follows:
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Entertainers and Athletes

The gross income derived by an individual from
the exercise of any profession or vocation, the
remunerion of public entertainers and the gross
receipts of any theatrical or musical or other group
of public entertainers including football clubs and
other athletic missions is taxed at the rate of 10%.

Royaltiesetc.

Non-Cyprus taxesident individuals or companies
who derive income from sources within Cyprus by
way of royalties, premiums, compensation or other
similar income are taxed at the rate of 10%.
However, such income is exempt where the
beneficial owndras direct minimurnolding of

25% in a compargf another EU member state or

a permanent establishment of such a company.

Film rentals

The income derived by n@yprus taxesident
individuals or companies from film rentals is taxed
at 5% However, such income is exemvpere the
beneficial owner has direct minimum holding of
25% in a company of another EU member state or
a permanent establishment of such a company.
Any such tax withheld should be paid to the Inland
Revenue department by the end of the following
month,asan additional penalty of 5% will be
imposed on the tax withheld in addition to any
interest that may be imposed.
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Special contribution for defence

Imposition

A SpeciaDefenceContribution(SDC)isimposed on
interest, dividend and rental incom€ybrus tax resident
individuals and companies. NOyprus tax resident
companies and individuals are exempt from SDC.

Special defence contribution rates

. Tax rate
Type of income o
%
Interest income of resident companies and
individuals from sources within the 30 1
Republic of Cyprus

Interest income of resident companies and
individuals from sources outside the 30 1
Republic of Cyprus

Interest income of resident companies and
individuals arising from or closely related Nil
to the ordinary carrying on of a business

Interest income of resident individuals from
Cyprus Government development bonds 3
and savings certificates

Interest income of resident companies
from Cyprus Government development 10
bonds and saving certificates

Interest income of provident funds 3

Rental income of resident companies and 3 5
individuals (reduced by 25%)

D|V|denq income of Cyprus tax resident Nil 384
companies

Dividend income of Cyprus tax resident 17 4

individuals
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Notes

1. Interestincome received drom 29 April 2013 subject to
an increased rate 30%.
Individuals whose total yearly income including interest does
not exceed 012.00027%r e enti
2. Asfrom 1st July 2011, legal esdithat are paying rentist
withhold SDC and pay it to the Revenue Authorities during
the month following the month in which the tax was
withheld
3. Dividends received from a r@yprus tax resident
company are exempt from SDihe exemption does not
apply where the dividepdying company engages directly
or indirectly more than 50% in activities which lead to
investment incomandthe foreign tax burden is
substantially lower théme Cyprugax burdenThe words
oOsubstantially | owero6 are n
taken to mean lower than 50% of the Cyprus corporation
tax ,i.e.lower thar6.2%6When the exemption does not
apply, the dividend income is subject to SO@At
4. Foreign tax paid can be credited against SDC payable.

Exemption from special contribution for defence

9 dividends received by a company resident in
Cyprus from another company resident in Cyprus,
excluding dividends paid indirectly after 4 years
from the end of the year in whithe distributed
profits arose

1 dividendseceived directly or indirectly from
dividends on whictiefence contribution has
already been paid

Deemed dividend distribution

If a Cyprus tax resident company does not distribute by way
of dividend at least 70% of its accounting profits (starting
from the profits of the year 2003) within the year of
assessment and the two years following the end of the year
of assessment to which the profits refer, the company is
deemed, as at the end of the two years from the end of the
year of assessment, to hag&iluted such profits and is
liable to payt P special defence contribution on the
deemed dividends attributable to its shareholders, including
companies, who are Cyprus tax residents.

The term 6dividendd include
arising from business profits of a public corporate body
deposited to the Consolidated Fund of the Republic of
Cyprus and the term 6shareh
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unit or share in an op@mded ocloseended collective
investment scheme (CIS), and, in the case of a public
corporate body, the Republic of Cyprus. Any deemed
dividend in the case of a CIS is subject to special defence
contribution at 3%.

The deemed distribution is reduced by the anudu

actual dividends declared and paid out of the profits of the
year to which the profits refer and the two years following
it.

Actual dividends paid after the deemed distribution are
subject to special defence contribution only on the
additional divilends remaing after deducting any deemed
dividend.

The deemed distribution provisions do not apply to profits
which relate directly or indirectly to wresident
shareholders.

A nonCyprus tax resident receiving a dividend emanating
from profits whictat any stage were subject to deemed
distribution, is eligible to a refund.

Dividend 4 years rule

Any amount of dividend distribution will be subje@&R&

after 4 years from the year of distribution irrespective of who
the shareholder is as longt#sa tax resident of Cyprus.

Company dissolution

The profits of the |l ast 5 vy
dissolution will be considered as distributable on dissolution
and will be subject to Special Defence Contribution at 17%.
Any deemed dividemtistributions incurred during the

period are taken into consideration. The above provision
does not apply in the case of tax reorganisation.

Voluntary winding-up

Within one month from the approval aksolution for
voluntarywindingup,acompary must submit a deemed
dividend declaration and pay any SDC due on the profits of
thatyear and the two preceding years.
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Transfer of assets

Transfer ohic 0 mp aassgtdHtas shareholder®r to
theirrelatives of up to'2degrepatbelow marketalue

will be considered a deentidddend equal to the
difference between the amount of the consideration and
the amount of thassemarket valuddowever,fithe asset
wasoriginallydonated to theompanythe ceemed

dividend distribution witlot apyy.

Reduction of capital and deemed dividends
Whenacompany reduces its capéaly amountpaid to a
shareholder in excess of the share capital contributed will
be treated adeemed dividend theshareholdeihe
redemption of a unit or share inagerrended or close
ended CIS does not constitute a reduction of capital.

Intellectual property {IP) regime

On 24th May 2012, the Cyprus Parliament voted into law
certain tax incentives in an attempt to encourage
development and growth in the economyefisland.

The most important of these tax incentives relates to the
taxation of Intellectual Property (IP), which has been
amended as follows:

1 thecost of acquisition of IP is written off in the year
incurred and in the following 4 years i.e. 20%
amortisation on a straight line basis

1 80% of any income generated from the exploitation of
the IP is exempt from taxation. The income is
calculated aftereducting all direct expenses associated
with the production of that income

1 80% of any profit generated from the disposal of IP is
exempt from taxation. The profit is calculated after
deducting all direct expenses associated with the
disposal.

The definion of IP includes all intangible assets described
in the Patent Rights Law, the Intellectual Property Law and
the Law regarding Trademarks. It therefore includes patents
trademarks, copyrights etc.
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Capital gains tax
Companies and individuals argestttio capital gains tax at
the rate of 20% on gains arising from the disposal of:
1 immovable property situated in Cyprus
1 shares in a company which owns immovable property
situated in Cyprus (excluding shares listed on any
recognised stock exchange)

Indexation allowance applies on the market value of the
immovable property at 1 January 1980 (or on the actual cos
of acquisition andn improvementt the property if

acquired later).

Life time tax-free capital gains
Individuals are entitled tdife-time exemption from capital
gain on the following:

Disposal of p_rlvate r.e_5|dence €85.430
(under certain conditions)

Disposal of agricultural land by a farmer €25.629
Any other disposal of immovable property £€17.086

Deductions based orcambination of the above are
restricted to a maxi mum amo

Exemptions

1 transfers on death

1 gifts between spouses and relatives 8p tlegree

1 gifts to family companies provided the shareholders
continue to be members of the family for yiears
after the date of transfer

1 gifts by a family company, of which all shareholders
are members of the same family, to any of its
shareholders, provided that the property gifted had
itself beertakenby the company by wayadgift. In
case of subsequeatitposalthe donee cannot use his
life time exemption if he disposes of the property
before the lapse of at least three years from the date
of transfer of the property to his/her name

1 gifts to approved charitable institutions or a local
authority for edecational, or other charitable purpose

1 disposal of property under the Compulsory
Acquisition Law

1 gifts to the Republic of Cyprus
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1 where the 1.1.1980 indexed value (or the indexed cost
of acquisition if later) of the property given under an
exchange of property is less than the sales proceeds
value of the property received, the gain reinvested in
the property received is exempt

1 exclange or disposal of immovable property under the
Agricultural Landconsolidation).aws

1 gain on disposal of shares which are listed on any
recognised stock exchange

1 transfers of shares as a result of company
reorganisations

Estate duty
Estate Duty has been abolished for deaths on or after
1 January 2000.

However, the legal representative of a deceased person is
required to submit to the Inland Revenue a statehent
assets and liabilities within six months from the date of
death. All atstanding tax obligations have to be settled
before the estate of the deceased can be distributed to the
beneficiaries.

Social insurance contributions

7.8% Maximum earnings on which
contributions are payable:

- £1.046per week

- €4.533per month

- €54.396 per annum

Employer’s contribution

Employee’s contribution 7,8%

Contributions are payable at
14.6% based on minimum

sethemployediindnidual 14,6% weekly earnings specified
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