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The present Grant Thornton publication aims to provide 
the reader with an overview and a quick reference guide to 
the Cyprus tax system. The information contained in this 
publication relates to the regulations in force as of 9 
January 2015.  
 
This publication is not intended to be comprehensive 
so specific professional advice should always be 
obtained before taking any action. 
 
You may also download Cyprus Tax Facts online on our 
website www.gtcyprus.com 

 

http://www.gtcyprus.com/
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1 

 

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 award-winning technical expertise with the 
intuition, insight and confidence gained from our extensive 
sector experience and a deeper understanding of our 
clients. 

 

Grant Thornton is one of the worldõs leading organisations 
of independent assurance, tax and advisory firms. These 
firms help dynamic organisations unlock their potential for 
growth by providing meaningful, forward looking advice. 
Proactive teams led by approachable partners in these 
firms, use insights, experience and instinct to understand 
complex issues for privately owned, publicly listed and 
public sector clients and help them to find solutions. More 
than 40,000 Grant Thornton people, across over 130 
countries, are focused on making a difference to clients, 
colleagues and the communities in which we live and work. 
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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 business ð they are embedded throughout our 

business and set the parameters of how we expect people to 

behave with their colleagues, clients and the world at large.   

 

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

Investors in People 
 
 
 
 
 

ICPAC Quality Checked Certificate 

 
 
 
 
 
 

ACCA Platinum Approved Employer 
 
 
 
 
 
 
 

ICAEW Authorised Training Employer 
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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 with a Cyprus tax-resident base 
include: 

¶ double tax treaties with over 55 countries  

¶ favourable tax regime, including corporation tax 
of 12,5%, one of the lowest rates in the EU  

¶ nil withholding taxes on dividends and on interest 
payable to non-Cyprus 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 of profits on disposal of 
shares, bonds and other securities (except in the 
case where the company issuing the shares owns 
immovable property situated in Cyprus) 

¶ exemption from capital gains tax on gains arising 
from the disposal of immovable property situated 
abroad. 

 
International companies which choose to have a permanent 
establishment in Cyprus can enjoy additional benefits such 
as: 

¶ strategic geographic location  

¶ availability of free zone area  

¶ excellent communications infrastructure 

¶ efficient legal, accounting and banking services  

¶ liberal foreign direct investment regime  

¶ highly qualified, well-educated and multilingual 
labour force  

¶ freedom of movement of foreign currency  

¶ one of the lowest crime rates in Europe. 
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Individuals who are Cyprus tax residents are subject to tax 
on their worldwide income, whether remitted to Cyprus or 
not. Individuals who are non-Cyprus tax residents are 
subject to tax only on their Cyprus-source income. 

 

For Cyprus tax purposes, òCyprus tax residentó means an 
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, see 
page 10. 
 
Days in and out of Cyprus are calculated as follows: 
 

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

(b) the day of arrival in Cyprus is taken as a day of 
residence in Cyprus 

(c) arrival in and departure from Cyprus on the same 
day is taken as a day of residence in Cyprus 

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

1. òTitlesó means ordinary shares, founderõs shares, preference 
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 and debentures (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 OOO & 
ZAO, American LLCs (provided that they are not 
transparent entities), Romanian SAs & SRLs, Bulgarian ADs 
and OODs and units in open-ended or close-ended 
collective investment schemes that have been established 
and registered, and function, in accordance with the 
provisions of specific and relevant legislation in the country 
of the registration. Promissory notes and bills of exchange 
are not included under definition of titles. 

2. The employer must either be a non-Cyprus tax resident or a 
Cyprus tax resident with a permanent establishment abroad. 
For the exemption 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. 

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

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

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

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

7. In practise the tax authorities will allow only one out of the 
two claims (see note 5 & 6 above). 
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Notes 
 

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

2. Excludes interest and/or running expenses of private 
motor vehicles. 

3. Restriction depends on the covered area of the building. 
 

 
4. The deduction for annual life insurance premium is 

restricted to 7% of the capital sum assured on death. The life 
insurance should be for the life of the taxpayer and not for 
his/her spouse unless it relates to policies affected before  
1 January 2003. When a life insurance policy is cancelled 
within six years of its inception, there is a claw-back of 
premium relief as follows: 
 

 
5. The total deduction for all the above allowances (life 

insurance, Contributions to the social insurance, provident, 
pension, medical or other òapprovedó fund)  is restricted to 
1/6 of an individualõs taxable income before deducting these 
allowances. 

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

7. If the contributions (including any penalties and interest) are 
paid in full within two years from their due date, then such 
wages and salaries and their associated contributions will be 
a tax deductible expense in the year that they are paid. 

8. Innovative business ð not defined in the legislation but in 
general terms may mean a company that is creating more 
effective processes, products and ideas out of which there is 
increased likelihood for a successful outcome.  
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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 Cyprus-source income. 
 
A company is subject to tax in Cyprus if its management 
and control is exercised in Cyprus, irrespective of its place 
of registration. 

 
òCompanyó has the meaning given to this term by the 
Companies Law and includes anybody with 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 
incorporated or 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 corporation tax as the case may be. 

 
 

As of 1st July 2011, a Company is obliged to register with 

the tax authorities within 60 days of its registration with the 

Companies Registrar.  

 

¶ 12,5% of taxable income 
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Notes 
 

1. The definition of òtitlesó is stated in page 7 of the booklet.  
2. Such dividend income is subject to Special Defence 

Contribution for Cyprus tax residents. 
3. 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 subject to 30% Special Defence 
Contribution from 29/4/2013 (see page 34). 

4. The exemption does not apply if the permanent 
establishment engages directly or indirectly more than 50% 
in activities which result in investment income AND the 
foreign tax burden is significantly lower than the Cyprus 
tax burden. 
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Notes 
 

1. Wages and salaries for which the above mentioned 
contributions have not been paid in the year in 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 salaries and their associated contributions 
will be tax deductible expense in the year that they are 
paid. 

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

3. Depending on the covered area of the building: 
 

 

4. 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 allowable for the first seven years. 

5. Excludes interest and running expenses of saloon 
(passenger) cars as classified under the Motor Vehicles and 
Traffic Regulations. 
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Annual wear and tear allowances are granted on the 
acquisition cost of assets used in a business. The following 
table includes commonly-used categories: 
 

ӎ

ӎ

 
Notes 

1. For the cost on the following assets acquired through 
2012-2014 (new, used, additions) an increased allowance is 
provided as follows: 

¶ Plant and Machinery 20% 

¶ Furniture and fittings 20% 

¶ Industrial Buildings 7% 

¶ Hotel Buildings 7%. 
2. Allowances start when the asset is used in the business. 

 For assets acquired from related companies, within this 
 period, Art.33 may apply. 
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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 profits of the next five 
years. 
 
This new amendment in the income tax law applies from 
1/1/2013 and acts retrospectively 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 whole year. 
Only current year group trading losses can be surrendered 
from one company of the group to another. As from 
1/1/2012 companies incorporated by their parent 
company within the year (with at least 75% ownership), will 
qualify for group relief for the whole 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 business whether 
incorporated or unincorporated.  However, future profits 
of the permanent establishment are liable to tax, to the 
extent of the losses allowed (loss recapture). 

 

Transfers of assets and liabilities between companies in the 
course of a reorganisation (including provisions and 
reserves) can be effected without any tax consequences.   
 
The term reorganisation includes exchange of shares, 
transfer of commercial activities, mergers and de-mergers. 
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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 is compulsory for businesses if at any time 
their taxable supplies in the preceding 12 months are in 
excess of û15.600. Additionally there is an obligation to 
register at any time where 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 of û10.251 or the provision of 
distance sales from other EU Member States to Cyprus 
over the value of û35.000. 
  
Zero-rated 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 zero-rated supplies that exceed the 
threshold it has to register for VAT. 
 
Voluntary registration is available for businesses which 
make taxable supplies and do not yet meet the prescribed 
threshold of û15.600.  

 

These include: 

¶ land 

¶ used buildings 

¶ new buildings for which application for a building 
permit was made prior to 1 May 2004 

¶ rents (excluding cases with right of purchase) 

¶ banking and financial services 

¶ insurance 

¶ medical and hospital services 
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¶ education 

¶ sports 

¶ lottery tickets and betting. 

 

The VAT legislation provides for the following 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). 

 

These include: 

¶ 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 abroad relating directly to 
the importation of 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. 

 

These goods include: 

¶ foodstuffs, other than those supplied in the course of 
catering 

¶ medicines and vaccines for the prevention of illness, 
and as a treatment for medical and veterinary purposes 

¶ new buildings to approved consumers who 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 

¶ non-bottled water  

¶ newspapers, magazines, books 

¶ equipment for use by the disabled  
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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 water, industrialized drinks, juice drinks 
(excluding carbonated drinks, alcoholic beverages, beer 
and wine) 

¶ ingredients used in the production of foods  

¶ car seats for children 

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

¶ hair salon services 

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

¶ products for contraception 

¶ products for womenõs health 

¶ medical equipment used exclusively by handicapped 
persons 

¶ services by undertakers and coffins 

¶ road cleaning, refuse 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 caravan sites 

¶ 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 handicapped persons 

¶ medical and dental services and bathing-cure that 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.  

 

¶ transport of passengers and their accompanying 
luggage with urban, suburban and rural taxis as well as 
with tour, excursive and suburban buses 
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¶ restaurant services and other similar catering services, 
including alcoholic beverages, beer and wine 

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

¶ domestic sea transport of passengers and their 
accompanying luggage. 

 

Businesses which provide zero-rated supplies are entitled to 
recover input VAT, whereas businesses which only supply 
exempt goods or services, are not entitled to recover VAT 
which they have incurred on their purchases, expenses or 
imports. 

 

¶ 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) 

¶ VAT returns showing the output tax and input tax 
must normally be submitted quarterly, or monthly if 
approved or directed by the VAT Commissioner 

¶ 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 

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

 

In most cases a business which has a refundable VAT 
balance can claim this amount, following an application to 
the Commissioner.  From 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 is 
delayed for more than four months from the date of 
submission of the refund application. This period is 
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 2015 (4.5% for the 
year 2014 and 4.75% for the year 2013). 
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For certain supplies of goods and services, input VAT is 
irrecoverable. These include: 

¶ private or non-business activities or the business of 
another person 

¶ purchase, import or hire of saloon cars, unless used for 
qualifying purposes, such as car rental and driving 
lessons, or as taxis  

¶ business entertainment expenses (unless relating to 
employees and directors not including ancillary 
expenses) 

¶ goods acquired in accordance with a second-hand 
goods scheme 

¶ accommodation of directors and their connected 
persons 

¶ purchases which directly relate to the provision of 
exempt supplies. 

 
With effect from 1 January 2010, Cyprus has implemented 
the changes introduced by EU directives in relation to: 

¶ the place of supply of services 

¶ the introduction of an electronic VAT Refund Scheme 
for expenses incurred in other Member States  

¶ intra-community sales list ð form VIES. 
 
Following on from the above provisions, the general rule for 
the place of supply of intra-EC services for B2B (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 
established. 
 
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 services, with a 
view to achieving taxation in the place of consumption. 
These were mainly implemented on 1 January 2010, with 
further changes to the ôwhere performedõ rule from 1 
January 2011 and for long-term hire of means of transport 
from 1 January 2013 (see below). 
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From 1 January 2010, EC Sales Lists (VIES) need to be 
completed for intra-EC taxable supplies of services which 
are subject to the reverse charge arrangements in the 
customerõs Member State, irrespective of the value.  
 
As of 1st January 2011 there has 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 also 
come under this scope. 
 
With effect from 9 March 2012 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 engineering project.  
The VAT is to be accounted for by the recipient of the 
services by way of reverse charge. 
 
As from 1st January 2013, there has been a change in 
provisions governing the long term hire of means of 
transport by non-taxable persons (B2C). The changes 
provide that the place of supply for B2C long term hire of 
means of transport is where the means is made available to 
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 where the recipient normally resides. 
 

As from 1st January 2015 across EU countries the supply of 
telecommunications, broadcasting and electronic services 
to private individuals and non-business customers will 
always be taxed in the country where the customer resides. 
 
The MOSS is a single electronic portal that 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 taxable person is obliged to submit. 
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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 legislation of the refunding 
Member State.  

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 
agreements concluded after 1st October 2011 (a grant also 
applies for agreements concluded prior to  1st October 
2011). The reduced rate may be applied following an 
application and approval by the Commissioner. From 8th 
June 2012 the reduced rate has been extended to include 
residents of non-EU countries where the property will be 
used as their primary residence in the Republic. 

 

From 13 March 2012 it is possible to opt for a favorable 
Yacht Scheme whereby the yacht comes under a hire 
purchase agreement. According to VAT provisions, the 
sale of a yacht through a hire-purchase 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 20th December 
2013 

 

Continuous supplies of goods for a period longer than one 
calendar year which relate to the supply of goods from the 
Republic to a taxable 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 completion of the 
supply. 
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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 
deemed to 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 Member State 
for the purpose of their business the transaction is deemed 
to be carried out on the earlier of the 15th day of the month 
following the month in which the chargeable event occurs, 
or the date that the invoice is issued.  
 
In relation to the implementation 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 non-established taxable person where their 
fixed establishment in the Republic does not intervene in 
the supply. 

 

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 with regards to the time of supply. These 
are deemed to take place as follows: 

¶ at the time when the services are executed 

¶ when an invoice is issued if it is issued within the 
14 days following the execution of the services 

¶ when an invoice is issued or payment is received, 
where and to the extent that this occurs before 
the execution of the services. 

 

From 20th December 2013 an optional cash accounting 
scheme may be applied. The scheme provides that output 
VAT is to be accounted for at the time when the 
consideration is received and input VAT is claimed when 
the consideration is paid.   
 
The scheme maybe applied if the value of transactions in 
the 12 months before the beginning of the taxable period 
do not exceed û25.000. The VAT Commissioner must be 



  

24 

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 recipient of the supply, where goods 
are imported from outside the EU or acquired from 
another Member State, for hire-purchase agreements, 
conditional agreements or sales on credit. 

 

Invoices must comply with the provisions of the Member 
State in which the supply 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 not established in 
the Member State where the supply is deemed to have been 
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 invoices has been extended to 
include circumstances where: 

¶ a prepayment 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 31 of the VAT Law) 

¶ supplies are made to non-taxable 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 15th day of the month following the 
month in which the supply is made. 
 
Specific references must be included on invoices in certain 
cases as follows: 

¶ where the VAT becomes chargeable at the time 
when the payment is received in accordance with 
Article 42E and the right of deduction arises at 
the time the deductible tax becomes chargeable, 
the mention "ǉǟǦǣǱǲǼǰ ǒǟǪǣǧǟǨǜǰ ǊǭǡǧǱǲǧǨǜǰ" 
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¶ where the customer receiving a supply issues the 
invoice instead of the supplier, the mention 
"ǀǳǲǭǲǧǪǭǩǺǡǥǱǥ" 

¶ where the customer is liable for the payment of 
the VAT, the mention "ǀǫǲǝǱǲǯǭǴǥ ǕǯǛǷǱǥ" 

¶ in cases where the supply is within the context of 
a triangular transaction the invoice must state 
"ǒǯǧǡǷǫǧǨǜ Ǒǳǫǟǩǩǟǡǜ" 

¶ where the margin scheme for travel agents is 
applied, the mention "ǉǟǦǣǱǲǼǰ ǮǣǯǧǦǷǯǝǭǳ 
ǨǛǯǢǭǳǰ-ǎǯǡǟǫǷǲǛǰ ǲǭǳǯǧǱǲǧǨǼǫ ǮǣǯǧǥǡǜǱǣǷǫ" 

¶ where one of the special arrangements applicable 
to second-hand goods, works of art, collectorsõ 
items and antiques is applied, the mention 
"ǉǟǦǣǱǲǼǰ ǮǣǯǧǦǷǯǝǭǳ ǨǛǯǢǭǳǰ-ǋǣǲǟǵǣǧǯǧǱǪǛǫǟ 
ǟǡǟǦǚ"; " ǉǟǦǣǱǲǼǰ ǮǣǯǧǦǷǯǝǭǳ ǨǛǯǢǭǳǰ-ƹǯǡǟ 
ǒǛǵǫǥǰ" or "ǉǟǦǣǱǲǼǰ ǮǣǯǧǦǷǯǝǭǳ ǨǛǯǢǭǳǰ- 
ǀǫǲǧǨǣǝǪǣǫǟ ǱǳǩǩǣǨǲǧǨǜǰ Ǩǟǧ ǟǯǵǟǧǭǩǭǡǧǨǜǰ ǟǬǝǟǰ" 
respectively. 

 

Taxable persons may issue summary invoices which relate 
to separate supplies of goods or services on the condition 
that the VAT for the supplies which are included on the 
invoice is deemed payable during the same calendar month. 

 

The new provisions are based on the principle that 
electronic invoices must reflect the actual supply of goods 
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 
requirement are specified however, in contrast to the prior 
provisions, though a specific framework must be adhered 
to. 

 

Invoices must be stored in the original form in which they 
were provided or received. When electronic invoices are 
stored by electronic 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 must maintain details which are specified by law to 
allow identification of goods which are temporarily 
dispatched to another Member State for the purpose of: 

¶ carrying out valuation or work on the goods in 
the Member State of arrival of the goods 

¶ temporary use of the goods in the Member State 
of arrival for the purposes of the provision of 
services by the taxable person 

¶ 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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Cyprus has a wide and expanding network of double tax 
treaties, including particularly favourable treaties 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 with the countries 
listed below. 
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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 

 

 

Trust Law in Cyprus is based on English legal principles and 
the legislation in force follows the English Trustees Act of 
1925. In 1992, the International Trust Law was enacted in 
order to facilitate the use of the basic law by non-residents. 
The law was amended on 9 March 2012 to become more 
attractive. 
 
A Cyprus international trust is a trust which has the 
following characteristics: 

¶ the settlor and beneficiaries other than charitable 
institutions 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) 

¶ the trustees may vest the beneficiariesõ interests in 
movable and immovable property both 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. 
 

Taxation of a trust in Cyprus: 

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

¶ no capital gains tax is charged on the disposal of 
assets held abroad. 

 

Foreign pensions of a Cyprus resident individual which 
exceed the amount of û3.420 per annum are taxable 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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As of 1 January 2010 a new Tonnage Tax System (TTS) was 
introduced, which covers the three main òMaritime 
Transportó Activities offered in international shipping today, 
namely ship-owning, ship-management (split into crew 
and/or technical management) and chartering. It also applies 
to fleets comprising of either EU flag or òmixed fleetsó (EU 
& Non-EU Flag ships ð subject to election criteria and 
conditions to be fulfilled). 
 
Under the new TTS, no tax is imposed on: 

¶ profits from shipping operations 

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

¶ interest earned on funds used as working capital or 
for the financing, operation or maintenance of the 
ship 

¶ profits from sale of a ship or the shares of the 
ship-owner company. 

 
The same tax exemptions are offered with regard to the 
taxation of charterers and ship-management companies, 
respectively.  
 
Furthermore, the remuneration of a Cyprus ship crew is tax 
exempt. 

 
 

Insurance companies are taxed at the same rate of tax as all 
other companies.  However, where the corporation tax 
payable on the taxable income of 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. 

 

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-Cyprus tax resident is obliged in the following cases to 
withhold and pay over to the Revenue Authorities tax as 
follows: 
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1. Entertainers and Athletes  
The gross income derived by an individual from 
the exercise of any profession or vocation, the 
remuneration 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%.   
 

2. Royalties etc. 
Non-Cyprus tax resident 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 owner has direct minimum holding of 
25% in a company of another EU member state or 
a permanent establishment of such a company. 
 

3. Film rentals 
The income derived by non-Cyprus tax resident 
individuals or companies from film rentals is taxed 
at 5%. However, such income is exempt where 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, as an additional penalty of 5% will be 
imposed on the tax withheld in addition to any 
interest that may be imposed. 

 

 
 
 



  

34 

A Special Defence Contribution (SDC) is imposed on 
interest, dividend and rental income of Cyprus tax resident 
individuals and companies. Non-Cyprus tax resident 
companies and individuals are exempt from SDC. 
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Notes 
 

1. Interest income received as from 29 April 2013 is subject to 
an increased rate of 30%. 
Individuals whose total yearly income including interest does 
not exceed û12.000 are entitled to a refund of 27%. 

2. As from 1st July 2011, legal entities that are paying rent must 
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 non-Cyprus tax resident 
company are exempt from SDC. The exemption does not 
apply where the dividend paying company engages directly 
or indirectly more than 50% in activities which lead to 
investment income and the foreign tax burden is 
substantially lower than the Cyprus tax burden. The words 
òsubstantially loweró are not interpreted in the law but are 
taken to mean lower than 50% of the Cyprus corporation 
tax , i.e. lower than 6.25%.When the exemption does not 
apply, the dividend income is subject to SDC at 17%. 

4. Foreign tax paid can be credited against SDC payable. 

 

¶ 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 which the distributed 
profits arose 

¶ dividends received directly or indirectly from 
dividends on which defence contribution has 
already been paid. 

 

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 have distributed such profits and is 
liable to pay 17% special defence contribution on the 
deemed dividends attributable to its shareholders, including 
companies, who are Cyprus tax residents.  
 
The term ôdividendõ includes the amount of surpluses 
arising from business profits of a public corporate body 
deposited to the Consolidated Fund of the Republic of 
Cyprus and the term ôshareholderõ includes the holder of a 
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unit or share in an open-ended or close-ended 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 amount of 
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 dividends remaining after deducting any deemed 
dividend. 
 
The deemed distribution provisions do not apply to profits 
which relate directly or indirectly to non-resident 
shareholders. 
 
A non-Cyprus tax resident receiving a dividend emanating 
from profits which at any stage were subject to deemed 
distribution, is eligible to a refund. 

 

Any amount of dividend distribution will be subject to SDC 
after 4 years from the year of distribution irrespective of who 
the shareholder is as long as it is a tax resident of Cyprus. 

 

The profits of the last 5 years prior to the companyõs 
dissolution will be considered as distributable on dissolution 
and will be subject to Special Defence Contribution at 17%. 
Any deemed dividend distributions incurred during the 
period are taken into consideration. The above provision 
does not apply in the case of tax reorganisation. 

  

Within one month from the approval of a resolution for 
voluntary winding-up, a company must submit a deemed 
dividend declaration and pay any SDC due on the profits of 
that year and the two preceding years.  
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Transfer of a companyõs assets to its shareholders (or to 
their relatives of up to 2nd degree) at below market value 
will be considered a deemed dividend, equal to the 
difference between the amount of the consideration and 
the amount of the asset market value. However, if the asset 
was originally donated to the company, the deemed 
dividend distribution will not apply. 

When a company reduces its capital, any amounts paid to a 
shareholder in excess of the share capital contributed will 
be treated as deemed dividend to the shareholder. The 
redemption of a unit or share in an open-ended or close-
ended CIS does not constitute a reduction of capital. 

 

On 24th May 2012, the Cyprus Parliament voted into law 
certain tax incentives in an attempt to encourage 
development and growth in the economy of the island.             
The most important of these tax incentives relates to the 
taxation of Intellectual Property (IP), which has been 
amended as follows: 

¶ the cost 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 

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

¶ 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 definition 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. 

 



  

38 

Companies and individuals are subject to capital gains tax at 
the rate of 20% on gains arising from the disposal of: 

¶ immovable property situated in Cyprus  

¶ 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 cost 
of acquisition and on improvements to the property if 
acquired later). 
 

Individuals are entitled to a life-time exemption from capital 
gain on the following: 

 
Deductions based on a combination of the above are 
restricted to a maximum amount of û85.430. 
 
Exemptions 

¶ transfers on death 

¶ gifts between spouses and relatives up to 3rd  degree 

¶ gifts to family companies provided the shareholders 
continue to be members of the family for five years 
after the date of transfer 

¶ 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 been taken by the company by way of a gift. In 
case of subsequent disposal, the 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 

¶ gifts to approved charitable institutions or a local 
authority for educational, or other charitable purpose 

¶ disposal of property under the Compulsory 
Acquisition Law 

¶ gifts to the Republic of Cyprus 
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¶ 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  

¶ exchange or disposal of immovable property under the 
Agricultural Land (consolidation) Laws 

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

¶ transfers of shares as a result of company 
reorganisations. 

 

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 statement of 
assets and liabilities within six months from the date of 
death.  All outstanding tax obligations have to be settled 
before the estate of the deceased can be distributed to the 
beneficiaries. 
 


