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1. Location

2. Climate

3. Population

Cyprus is the third largest island in the Mediterranean after Sicily and Sardinia with
an area of 9,251 sq. kilometres of which 1,733 are forested. It has a maximum
length of 240 kms from east to west and a maximum width of 100 kms from north
to south.

Cyprus has an intense Mediterranean climate with the typical seasonal rhythm
strongly marked in respect of temperature, rainfall and weather generally. Hot, dry
summers from mid-May to mid-September and rainy, rather changeable winters
from November to mid-March are separated by short autumn and spring seasons.

In summer the island is mainly under the influence of a shallow trough of low
pressure extending from the great continental depression centred over southwest
Asia. It is a season of high temperatures with almost cloudless skies.

The population of Cyprus is 803.100 (end of 2009) of whom 75,5% are Greek
Cypriots (including Armenians, Maronites and Latins), 10,0% are Turkish Cypriots
and 14,5% are foreigners residing in Cyprus. The density of the population is 86
persons / sq km.

The figure of the Greek Cypriot population includes about 9.000 Maronites,
Armenians and Latins who, under the 1960 Constitution were asked to choose
between the two communities and opted to join the Greek Cypriot community.

The language of the Greek Cypriot community is Greek and the community
adheres to the Autocephalous Greek Orthodox Church of Cyprus. The language of
the Turkish Cypriot community is Turkish and the community adheres to Islam.

It is situated at the north-eastern end of the East Mediterranean basin at a distance
of 380 kms north of Egypt, 105 kms west of Syria and 75kms south of Turkey. The
Greek mainland is some 800 kms to the west. The nearest Greek islands are Rhodes
and Carpathos, 380 kms to the west. The latitude of Cyprus is 34 33’ - 35 34’
north and its longitude 32 16’ - 34 37’ east.

GENERAL
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4. Infrastructure

The capital of the island is with a population of 315.400 (end of 2009) in the
sector controlled by the government of the Republic of Cyprus. It is situated
roughly in the centre of the island and is the seat of government as well as the
main business centre. The 1974 Turkish invasion and occupation of 36% of the
island's territory literally cut the capital in half. After the fall of the Berlin Wall,
Nicosia remains the only militarily divided capital in the world. Cyprus has two
international airports - Larnaca and Pafos that cover adequately the needs of the
local population and the Island’s visitors, both tourists and business people. The
road network meets very high standards of quality, and the major cities of the
island are connected with safe and comfortable highways. The ports of the island
are modern with all the necessary equipment (container station, freighting, cold
storages etc) for every type of vessel.

The telecommunication system of the country is very reliable and is offered at
reasonable rates. All main large courier and transportation firms operate in Cyprus,
which along with the state postal services, render the transportation of goods very
fast and efficient.

Limassol, the second largest town, is in the south and has around 230.800 (end of
2009) inhabitants. It is Cyprus' main commercial port and an important tourist
resort. Larnaca, in the south-east of the island, has a population of 134.300 (end
of 2009) and is the island's second commercial port and an important tourist
resort. To the north of the town lies the island's oil refinery, while to the south of
Larnaca the International Airport is situated.

Pafos in the south-west with a population of about 77.800 (end of 2009) is a fast
developing tourist resort, home to the island's second International Airport and an
attractive fishing harbour. The Turkish invasion and occupation of the major tourist
resorts of Keryneia and Ammochostos (Famagusta) led to major investments by
the government and the private sector in the district of Pafos.
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5. History

Cyprus during its turbulent long history, has always been the bone of contention

for many invaders (Franks, Romans, Byzantines, Turks, British), but kept its Greek

character, religion, language, culture and habits which were first introduced on the

island by the ancient Greeks thirty-three centuries ago. The main reasons for these

many invasions of the island were its strategic position and its rich mineral reserves

(Cyprus-which is named after the metal copper-has many copper reserves which

were discovered and exploited from the very ancient years). As a result of the

various occupations, all the different conquerors have left their characteristics on

the island. Cyprus became a British colony in 1878 and remained one until 1960

when Cyprus became an independent republic. The British influence is still found in

the way of living, from driving on the left side of the road, to commercial law and

business aspects of life.

The Cypriot ingenious spirit, within a well structured environment and

infrastructure, resulted in tremendous growth of the Cyprus economy, with a very

high level of quality of life for the Cypriots. This period was not cloudless

however, due to the intervention of Turkey in the affairs of the island. These

interventions resulted in the Turkish invasion of 1974, which led to the separation

of the island, with approximately 36% of the land being occupied by Turkish

troops since that time. The invasion was devastating for the country’s economy

which saw its more developed part of the island, as far as tourism and agriculture

were concerned, being occupied by Turkey.

The conditions were very difficult due to the refugee problem created by the

invasion. Government and the people of the island were determined to prosper and

achieve the quality of life they had enjoyed before the invasion. The recovery and

subsequent prosperity of the island was based on two separate pillars:

(i) The establishment of Cyprus as the business centre of the Mediterranean with

generous concession to foreign business people electing to use Cyprus offshore

companies and

(ii) Promotion of Cyprus as a tourist destination by encouraging the construction

of new hotels.
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6. Government

7. Judiciary

8. Court System

9. Independent Official Bodies and Officers

Cyprus’ political system is a Presidential Democracy. The president of the republic is

delegated highest authority and power. He remains in power for five years and can be

re-elected for unlimited terms.

The President of the Cyprus Republic appoints the Council of Ministers which is

responsible for all executive issues.

The House of Representatives possesses the legislative power. The duration of each

term is five years. The House of Representatives has fifty six members and parties from

all political groups are represented there.

The Cyprus legal system is based on the English counterpart. English case-law is

closely followedand all statutes that control business issues are based on English

laws. A large number of Cypriot lawyers are members of the United Kingdom’s Inns of

Court or graduates of British Universities. The judiciary in the Republic is independent

from the executive and legislative authorities on the island.

The courts responsible for offences, in accordance with the importance of the

offence are:

For minor or less serious offences: Six District Courts,

For major or serious criminal offences: Six Assize Courts,

For appeals: Supreme Court, which has the final judgement.

Several officers and official bodies operate in Cyprus. A summary of their

responsibilities is stated below.

The Attorney General advises the government on legal matters.

An Ombudsman is appointed by the Council of Ministers to deal with complaints

relating to the operation of public authorities.

The Governor of the Central Bank is responsible for the administration of the currency

laws of the Republic.

The office of the Auditor General is responsible for the public accountability of

government revenue and expenditure.

The Public Service Commission was established to appoint, promote, and exercise

disciplinary control over government employees.

The Planning Bureau prepares the Economic Development Plans for a five year period

following the guidelines, assumptions and estimations of the Council of Ministers.

�

�

�

Attorney General

Ombudsman

Governor of the Central Bank

Auditor General

Public Service Commission

Planning Bureau

POLITICAL AND SOCIAL ENVIRONMENT
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10. Public Holidays

Public holidays in Cyprus are as follows:

January 1, New year’s day

January 6, Epiphany day

Green Monday *

March 25, Greek Independence day

April 1, National day

Good Friday *

Easter Monday *

May 1, Labour day

Whit Monday *

August 15, Assumption day

October 1, Independence day

October 28, Greek national day

December 24, Christmas eve - half day

December 25, Christmas day

December 26, Boxing day

December 31, New Year’s eve - half day

* Dates vary from year to year
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CYPRUS  AS  AN  INTERNATIONAL  BUSINESS  AND  FINANCIAL  CENTRE

11. Cyprus – European Union

12. The Cyprus Stock Exchange

13. Commercial Banks Operating in Cyprus

As of 1 May 2004, Cyprus is a full member state of the European Union. Formal
relations with the EU date back to 1972 with the signing of the Association
Agreement which was basically a trade agreement. In 1987, a Customs Union
Agreement was signed between Cyprus and the EU. The relations of Cyprus and
the EU entered into a new dimension with the application of Cyprus for full
membership to the Union in July 1990. Accession negotiations began in 1998 and
were successfully concluded at the end of 2002. On 16 April 2003, Cyprus signed,
along with the other nine acceding countries, the Treaty of Accession to the
European Union, paving the way towards full EU membership on 1 May 2004. The
EU constitutes Cyprus' main trading partner absorbing more than 55% of its
domestic exports and supplying around 50% of the total imports to Cyprus.
Furthermore, around 70% of tourists visiting the island originate from EU member
states.

In addition, Cyprus maintains close political and trading ties with the countries of
the Middle East region, both the Arab world and Israel, as well as with the former
socialist countries of Central and Eastern Europe. In that sense, as an EU member
state Cyprus will become a bridge connecting the united Europe and the Middle
East.

The Cyprus Stock Exchange started its operations as a legal entity in the form of a
public corporation body on 29 March 1996, by virtue of The Cyprus Stock
Exchange Laws and Regulations which had been passed by the House of
Representatives in 1993 and 1995 respectively.

The Cyprus Stock Exchange is a regulated Exchange where all transactions
concerning corporate and public securities are carried out. Such securities include
stocks, bonds and warrants. The main participants in the market are the Members
of the Stock Exchange (stock brokerage firms), the listed issuers and the investors.

Currently ten commercial banks operate in Cyprus. Four of them are Cypriot and
the remaining six are subsidiaries of foreign banks. These banks by statute are
required to submit detailed annual accounts for inspection to the Central Bank
of Cyprus.

Local banks by statute must comply with the Companies Law and therefore

prepare all the statutory financial statements required.

Foreign banks which are branches of overseas entities are not obliged by law

to prepare accounts in Cyprus, but they do so only for tax purposes.

�

�
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The banks below are authorised to act as depositaries and dealers for the purposes of
the Foreign Exchange Law.

BANKS LISTED ON THE CYPRUS STOCK EXCHANGE

2. SUBSIDIARIES OF FOREIGN BANKS

BRANCHES OF BANKS OF EUROPEAN UNION COUNTRIES

2. BRANCHES OF BANKS OF COUNTRIES OTHER THAN EUROPEAN UNION

1. Bank of Cyprus Public Company Ltd
2. Marfin Popular Bank Public Co Ltd
3. Hellenic Bank Public Company Limited
4. Universal Bank Public Limited

1. lpha Bank Cyprus Ltd
2. BNP Paribas Cyprus Ltd
3. Emporiki Bank – Cyprus Limited
4. Kommunalkredit International Bank Ltd
5. National Bank of Greece (Cyprus) Ltd
6. Russian Commercial Bank (Cyprus) Ltd
7. Societe Generale Cyprus Ltd
8. Piraeus Bank (Cyprus) Ltd
9. Eurobank EFG Cyprus Ltd

1. Barclays Bank PLC
2. Banque SBA SA
3. First Investment Bank Ltd
4. Joint Stock Company “Trasta Komercbanka”
5. National Bank of Greece S.A.
6. Central Cooperative Bank PLC
7. DEPFA Bank plc
8. Banca Transilvania S.A.

1. BankMed s.a.l.
2. Arab Jordan Investment Bank SA
3. BANQUE BEMO SAL
4. Bank of Beirut SAL
5. BBAC SAL
6. BLOM Bank SAL
7. Byblos Bank SAL
8. Credit Libanais SAL
9. FBME Bank Ltd
10. Industrial Commercial AvtoVAZbank
11. Joint-Stock Commercial Bank “Promsvyazbank”
12. Jordan Kuwait Bank PLC
13. Jordan Ahli Bank plc
14. Lebanon and Gulf Bank SAL
15. Lloyds TSB Offshore Limited
16. Privatbank Commercial Bank

Α
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14. Cyprus – A Shipping Centre

15. Foreign Investments in Cyprus

Cyprus has also developed into an international shipping centre for the conduct of
maritime activities and the rendering of shipping services worldwide. It ranks sixth
in the list of leading maritime nations and third in the European Union behind
Greece and Malta, with a fleet of 2,100 vessels of over 40 million gross tonnage.

In March 2010 the European Commission approved the new Cyprus Shipping
Taxation which is calculated on the basis of the net tonnage vessels that a
shipping company may possess, charter or manage. The new tax system has added
significantly to the island’s attractiveness for ship registration companies offering
ship management services. However, Cyprus cannot be regarded as an opportunity
flag state. The government of the Republic of Cyprus has ratified major
international conventions on maritime safety, the prevention of sea pollution, the
training, certification and watch-keeping of seafarers, and the limitation of ship-
owners' civil liability in case of oil pollution damage, as well as conventions on
maritime labour.

Over the last two years, the legislation ruling merchant shipping has been
significantly modernised, particularly through the ratification of all major
international maritime conventions and the adoption of the acquit communitarian.

Cyprus has also set up a network of inspectors of Cyprus’ ships, which is expanding
constantly. These measures aim at improving the safety conditions of Cypriot
ships.

The attraction of foreign direct investment, including the promotion of joint
ventures between Cyprus and foreign enterprises, has always been a major
objective of government policy, with a view at facilitating the transfer of
advanced technology and expertise.

Naturally, the following question arises: why would a foreign investor choose
Cyprus? The answer can be found in the following traits:

�

�

�

�

�

�

�

�

�

�

Democratic system of governance.

Free market economy.

Strategic location at the crossroads of three continents.

Excellent telecommunications system - direct dialling to over 200 countries.

Modern and efficient legal, accounting and banking services based on English

practices.

Favourable tax regime including 10% rate of corporation tax

(as of 1 January, 2003).

Double tax treaties with 44 countries.

Bilateral investment agreements with 16 countries.

Low set up and operating costs.

Highly qualified managerial, clerical and technical staff available.
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16. The Dynamism of the Cyprus Economy

Cyprus’ economy is market-oriented, with the private sector playing the dominant
role in the production sphere. The government’s role focuses on the creation of a
favourable entreprenecurial climate, through the maintenance of conditions of
macroeconomic stability, the upgrading of socio-economic and legal
infrastructure, and the pursuit of sustainable development.

The economy of Cyprus has exhibited dynamism and flexibility throughout the
period since the island’s independence. In spite of the 1974 Turkish military
invasion and its devastating aftermath, the economy managed to recover and
attain some major accomplishments. It is no coincidence that a few years after the
invasion, the international Press described the Cypriot economy’s leap forward as a
real “economic miracle”.

An impressive real annual rate of growth of GDP.

The rapid growth of GDP accompanied by the creation of large number of

employment opportunities and the consolidation of conditions of full

employment.

The satisfactory growth performance accompanied by conditions of relative

internal and external economic stability.

The rapid rate of growth was accompanied by a profound restructuring of the

economy from the sectoral point of view.

Some of the accomplishments are the following:

�

�

�

�
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INTERNATIONAL  BUSINESS  ENTITIES  IN  CYPRUS

17. Types of Legal Entities

18. Companies with Limited Liability

Foreign investors may establish any of the following legal entities in Cyprus:

Companies with limited liability (whether by shares or guarantee) registered in

Cyprus under the Cyprus Companies Law, Cap. 113,

Partnerships (whether general or limited) registered under the Cyprus Partnership

Law, and

Overseas companies which register a branch under section 347 of the Cyprus

Companies Law.

Limited companies may be private or public. Private companies must:

Restrict the right of transfer of their shares,

Limit the number of shareholders to fifty and

Refrain from inviting the public to subscribe for any of their shares.

An international entity in Cyprus may perform a wide range of activities the most
common of which are set out below:

Trading & re-invoicing companies

Headquarters companies

Holding and investment companies

Service companies

Construction and engineering companies

Finance companies

Royalty companies

Printing and publishing companies

Real estate companies

Employment companies

Shipping and ship management companies

International Banking Units (IBUs)

Insurance companies

In order to maintain an administrative office in Cyprus, the minimum authorized
and issued share capital must be at least €1.

Under the Cyprus Companies Law the procedure for the formation and the
registration of an International Company in Cyprus is quite simple and the steps
that need to be taken are explained in the registration procedure.

�

�

�

�

�

�

�

�

�

�

�

�

�

�

�

�

�

�

�

International activities

Administrative Office

Registration Procedures
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19. Partnerships

20. Foreign Company Branch (Section 347)

21. Resident Companies

Partnerships in Cyprus are governed by the Cyprus ‘’Partnership and Business Names
Law’’, Chapter 116, which is identical to its British counterpart.

Partnerships can be of two types:

General partnerships: every partner (a limited company can be a partner,

provided it is authorised by its by-laws) is liable jointly with the other partners

for all debts and obligations of the partnership and;

Limited partnerships consisting of at least one general partner with unlimited

liability and one or more ‘’Limited’’ partners. ‘’Limited’’ partners contribute as

capital a stated amount but are not liable for debts or obligations of the firm

beyond the amount so contributed.

At least two persons and not more than twenty can form a partnership. A limited
company can be a partner. The regulations of a partnership are governed by the
partnership agreement, which need not be registered. In the absence of a written
partnership agreement the Partnership Law as to the division of profits and losses
applies.

The following particulars must be filed on registration:

Name of partnership,

Objects of partnership,

Duration of partnership,

Names and addresses of partners and

Authority of partners to bind the partnership.

Documents filed are open to public inspection.

Non-residents may become partners in a Cyprus registered partnership after
obtaining the exchange control approval from the Central Bank.

A foreign company may register a branch in Cyprus under section 347 of the
Companies Law.

Such registration must be made within one month from the date of establishing a
place of business in Cyprus by filing the following documents translated into
Greek:

A certified copy of the Memorandum and Articles of Association,

Particulars of directors and secretary of the company, and

Name and address of a person, resident in the Republic, authorised to accept

service of notices to the company.

Written report signed by the director of the company indicating the activities

and share

Resident Companies are the Companies whose management and control is
exercised in Cyprus. The Corporation Tax for Resident Companies is 10%.

�

�

�

�

�

�

�

�

�

�

�

Registration of a Partnership
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22. Non-resident Companies

Non-Resident Companies are the Companies whose management and control is
exercised outside Cyprus. The Corporation Tax for the Non-Resident Companies is
Nil.

In practice, following decided tax cases management and control is exercised
where:-

The majority of the Directors reside.

The Board meetings are held.

The general policy of the Company is formulated.

Meaning of Management and Control

�

�

�
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23. Corporation Tax

TAXATION

Corporation Tax Rates

Resident Companies

Non-resident companies

%

The whole chargeable income 10

Semi government organizations 10

Zero

Withholding tax on dividends to non-residents Zero

�

�

page 14



Schedule showing how various types of Income are taxed for Resident and Non-
resident Companies

(1) Provided the Cyprus company holds at least 1% of the share capital of the non-resident company which pays the
dividend. The exemption is not granted if the income of the non-resident company paying the dividend is more than 50% as
investment income and the foreign tax rate payable for the income of the company paying the dividend is substantially
lower than 10%. If the exemption is not granted then the dividend income is taxed at the rate of 15%

TYPE OF INCOME TYPE OF TAX RESIDENT COMPANIES NON RESIDENT

CHARGEABLE INCOME Corporation Tax 10% 0%

CHARGEABLE INCOME Corporation Tax 0% 0%
of a permanent
establishment abroad

INCOME FROM SALE Corporation Tax 0% 0%
OF SHARES

CAPITAL GAINS TAX Capital Gains Tax 20% 20%
There is Capital Gains Tax
only if the property sold
is in Cyprus

BANK INTEREST Corporation Tax 0% 0%
of the interest

income

Defence Tax 10% 0%

TRADING INTEREST Corporation Tax 10% 0%
Interest arising from the Defence Tax 0% 0%
usual exercise of the
ordinary activities i.e.
interest on debit balance
of clients

DIVIDENDS Corporation Tax 0% N/A
Paid from one resident Defence Tax 0% N/A
Cyprus Company to
another Company

DIVIDENDS Corporation Tax 0% N/A
Paid from a non-resident Defence Tax 0% (1) N/A
Cyprus Company to a
Cyprus resident Company

DIVIDENDS

Paid from one resident Defence Tax 15% N/A
Company to resident
individuals

Paid from one resident Defence Tax 0% N/A
Company to non

individuals

SHIP OWNING Corporation Tax 0% 0%
COMPANIES

SHIP MANAGEMENT Corporation Tax 10% or 10% or
COMPANIES Tonnage tax Tonnage tax

INTERNATIONAL Corporation Tax 0% 0%
TRUSTS

DOUBLE TAX TREATIES Apply N/A

LOSSES Can be set off against N/A
future profits without

time limitation

TAX CREDIT According to double tax N/A
treaties or unilateral tax
credit for non tax treaty

Countries

�

�

resident
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24. Taxation of Individuals

Resident Individuals

Non-resident individuals

No tax on income derived outside Cyprus

Taxation only on income derived from Cyprus

Tax rates 2008

Personal Allowances

Means an individual who stays in Cyprus for a period or periods exceeding in
aggregate 183 days in the year of assessment.

Residents are taxed on the worldwide income at normal rates shown below.

Means an individual who stays outside Cyprus for a period or periods exceeding in
aggregate 183 days in the year of assessment.

(1) If first time employment of an employee who is non-resident immediately
before taking up Cyprus employment, employee is entitled to a 20% deduction of
his emoluments or .543 whichever is the lower for each of the next 3 years.

(2) Emoluments regarding services abroad to a non-resident employer, or to a
permanent establishment abroad of a resident employer, for a total period
exceeding 90 days in aggregate in the year of assessment are exempt.

Contributions to life insurance, social insurance and provident fund are deductible
from the income of an individual. Such contribution is restricted to 1/6th of the
chargeable income.

€8

Any Individual employed Duties performed Duties performed Duties performed partly
by any Employer wholly in Cyprus wholly abroad in Cyprus/ partly abroad
(a) (b) (c) (d)

Resident All emoluments Not applicable All emoluments taxable
taxable (1) (less deduction under

the 90 day rule) (2)

Not resident Not applicable Not taxable Duties in Cyprus taxable,
duties abroad not taxable

Income in Euro %

0-19500 0

19501-28000 20

28001-36300 25

over 36300 30
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25. Administration and anagement of International Business

Companies

26. Special Contribution for Defence

Μ

Our firm through its specialized international business department can offer all the
necessary services such as:-

Registration of IBCs

Available off the shelf IBCs

Nominee services (Nominee Shareholders, Directors and Secretary)

Provision of Registered Office

Book-keeping services.

Payroll services.

Invoicing.

Management accounts, monthly / quarterly / yearly as requested.

Administration of bank accounts.

V.A.T. services (where is applicable).

Preparation of minutes.

Preparation / submission of Annual Returns to the Registrar of Companies.

Transfer of shares / appointment, change of Directors/ Secretary.

Apostilled documents.

Assistance to recruit personnel.

Any other services expected to be offered by an auditing / consulting Firm

Special contribution for defence is imposed on income earned in Cyprus by tax
residents of Cyprus. Non-tax residents are exempt from special contribution for
defence.

�

�

�

�

�

�

�

�

�

�

�

�

�

�

�

�

Rates

Dividend income from abroad is exempt from defence fund contribution provided that the company receiving the
dividend owns at least 1% of the company paying the dividend. This exemption does not apply if: -

a) More than 50% of the paying company’s activities result directly or indirectly in investment income.

b) The foreign tax is significantly lower than the tax rate payable in Cyprus.

Dividend income is subject to special contribution for defence at the rate of 15% (at source), if the shareholder is
resident of Cyprus. If a company that is registered in Cyprus does not distribute any dividends for two years after the
end of the fiscal year in which profits have been earned, 70% of its profits are considered as distributable and are
subject to 15% contribution for defence.

Legal

entities Individuals

Dividends from Cyprus resident companies Nil 15%

Dividends from non-Cyprus resident companies Nil 15%

Interest Income from investment activities 10% 10%

Interest Income from saving bonds 10% 3%

Interest Income from development bonds 10% 3%

Interest Income of Provident Funds 3% N/A

Rental income (reduced by 25%) 3% 3%

Profits earned by public corporate bodies 3% N/A
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27. Value Added Tax (VAT)

28. Treaties for the Avoidance of Double Taxation

Value Added Tax is imposed on the provision of goods and services in Cyprus and
on the importation of goods into Cyprus.

Cyprus tax legislation provides for the following three tax rates:

Zero rate 0%

Reduced rate 8%

Standard rate 15%

Zero rated goods and services mainly include the following: exports, food,
medicines, international air and sea transport and related services, etc.

Reduced rated goods and services mainly include the following: hotel
accommodation fees, provision of goods in the course of catering, books,
newspapers and magazines, non-bottled water, gas, etc.

The following categories of goods and services are exempt from VAT:

Disposal of immovable property where the application for building permission

has been submitted prior to 1 May 2004.

Rental income

Postal services

Medical services

Disposal of land to be used for building purposes

Insurance and financial services

VAT legislation does not allow the VAT on the following cases to be recovered:

Entertainment and hospitality expenses (other than those relating to

employees)

Directors’ housing expenses

Acquisition costs and expenses relating to saloon cars (other than those

expenses directly relating to business purposes)

When a company makes only exempt supplies

All companies must register for VAT when:

their turnover exceeds .600 during the 12 preceding months, or

their turnover is expected to exceed 15.600 in a period of 30 days

Registration of companies with turnover lower than 15.600 is optional.

VAT returns must be submitted quarterly. Payment of VAT must be made within 40
days from the end of each quarter. In the case where input VAT is higher than
output VAT, the difference is refundable.

Cyprus has managed throughout the years to establish a wide network of double
tax treaties enabling businesses to avoid being taxed twice on income earned from
dividends, interest and royalties. Double tax treaties apply both to amounts paid
to or from Cyprus. Below is a summary of all double tax treaties concluded by
Cyprus as of the date of this publication:

�

�

�

�

�

�

�

�

�

�

�

�

�

�

�

Registration Limits for VAT

VAT Returns

€15

€

€

page 18



Double Taxation Agreements of the Republic of Cyprus

Table of Withholding Tax Rates

* All the treaties refer to those, which have been ratified. There are 32 treaties covering 44 countries.

The numbers in the brackets refer to the explanatory notes here below.

** Under Cyprus tax law, dividends paid to non-resident companies are not subject to withholding tax.

Received in Cyprus

Dividends
%

(3)
Interest

(4)

%
Royalties

(4)

%

Paid from Cyprus

Dividends
%

(3)
Interest

(4)

%
Royalties

(4)

%
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0 0 0

10 0 0

5 5 5

10 10 0

5 7 10

15 15 10

10 10 10

0 0 10

10 10 0

15 15 10

10 10 0

10 10 0

25 10 0

0 10 0

10 10 15

0 0 0

0 10 0

10 10 5

0 0 0

5 5 0

15 10 10

0 0 0

5 5 5

10 10 10

0 0 0

10 10 5

0 0 5

10 10 5

5 0 0

0 0 0

10 10 10

0 0 5

0 10 10

10 10 5

10 10 10

0 0 0

5 10 0

0 10 15

0 0 0

10 10 5

0 0 0

0 10 0

0 10 0

0 0 0

(8)

(5)

(23) (29)

(11) (15)

(5) (13)

(6) (13) (30)

(5) (12) (30)

(16)

(12)

(6) (12) (19)

(16)

(12) (18)

(20)

(12)

(23)

(12)

(12) (18)

(10)

(27)

(12) (18)

(5) (12)

(5) (12) (17)

(21) (22)

(30)

(14)

Armenia 0 0 0

Austria 10 0 0

Belarus 5 5 5

Belgium 10 10 0

Bulgaria 5 7 10

Canada 15 15 10

China 10 10 10

Czech Republic 0 0 10

Denmark 10 10 0

Egypt 15 15 10

France 10 10 0

Germany 10 10 0

Greece 25 10 0

Hungary 5 10 0

India 10 10 15

Ireland 0 0 0

Italy 15 10 0

Kuwait 10 10 5

Kyrgyzstan 0 0 0

Lebanon 5 5 0

Malta 0 10 10

Mauritius 0 0 0

Moldova 5 5 5

Montenegro 10 10 10

Norway 5 0 0

Poland 10 10 5

Qatar 0 0 5

Romania 10 10 5

Russia 5 0 0

San Marino 0 0 0

Serbia 10 10 10

Seychelles 0 0 5

Singapore 0 10 10

Slovakia 10 10 5

Slovenia 10 10 10

South Africa 0 0 0

Sweden 5 10 0

Syria 0 10 15

Tajikistan 0 0 0

Thailand 10 10 5

Ukraine 0 0 0

United Kingdom 0 10 0

United States of America 15 10 0

Uzbekistan 0 0 0

(31)

(8)

(5) (20)

(23) (29) (24)

(11) (15)

(33)

(5) (13)

(6) (13) (30)

(5) (12) (30)

(25) (16)

(5) (12)

(6) (12) (19)

(16)

(12) (18)

(31)

(20)

(26) (12)

(23)

(32)

(7)

(12)

(12) (18)

(10)

32)

(27)

(12) (18)

(32)

(5) (12)

(5) (12) (17)

(31)

(21) (22)

(31)

(28) (30)

(9) (14)

(31)
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Notes:
1. In accordance with the Cyprus tax legislation payments of dividends and interest to non Cyprus

tax residents are exempted from withholding tax in Cyprus. Royalties granted for use outside Cyprus
are also free of withholding tax in Cyprus.

2. 10% in the case of royalties granted for use within the Republic. 5% on film and TV rights.

3. 0% if dividends are distributed between associated companies of different EU member states,
provided that the parent company shareholding is at least 10%.

4. 0% if interest and royalties are paid between associated companies of different EU member states.
The possibility for a transitional period for the implementation of the directive was granted to Czech
Republic, Latvia, Lithuania, Poland and Slovakia.

5. 15% if received by a company controlling less than 25% of the voting power.

6. 15% if received by a company controlling less than 10% of the voting power.

7. 0% if paid to a company controlling at least 50% of the voting power.

8. This rate applies if the amount invested by the beneficial owner is over €200.000 irrespective of the
% of voting power acquired. 10% is imposed if received by a holder of at least 25% of the share
capital of the paying company. Otherwise the rate is 15%.

9. 5% if received by a company controlling at least 10% of the voting power.

10. 10% if received by a company, which has invested less than US$ 100.000. The new double tax treaty
provides for 10% rate for investments of less than € 100.000.

11. 0% if paid to the Government or for export guarantee.

12. 0% if paid to the Government of the other State or to a financial institution.

13. 0% if paid to the Government of the other State or in connection with the sale on credit of any
industrial, commercial or scientific equipment or any merchandise by one enterprise to another or in
relation to any form of loan granted by a bank or is guaranteed from government or other
governmental organization.

14. 0% if paid to the Government of the other State, to a bank or a financial institution or in respect to
debt obligations arising in connection with sale of property or the provision of services.

15. 0% on literary, dramatic, musical or artistic work with the exception of films used for television
programs.

16. 5% on film royalties (except films shown on TV).

17. 10% on literary, dramatic, musical, artistic work, films and TV royalties.

18. 0% on literary, artistic or scientific work including films.

19. 10% on payment of technical fees, management fees and consultancy fees.

20. 0% if paid to the Government of the other State, a political subdivision or a local authority, the
National Bank or any institution the capital of which is wholly owned by the State or a political
subdivision or a local authority or in the form of interest income from bank deposits.

21. 10% on interest received from financial institutions, on interest paid in connection with industrial,
commercial, scientific equipment or the sale or merchandise between two companies.

22. 10% on right to use industrial, commercial or scientific equipment or for information concerning
industrial, commercial or scientific experience and 15% for patents, trademarks, designs, models,
plans, secret formulas or processes.

23. 10% if received by a company, which owns directly less than 25% of the share capital.

24. This rate does not apply where 25% or more of the share capital of the Cypriot resident is owned
directly or indirectly by the Bulgarian resident paying the royalties and the Cyprus company pays
less than the normal rate of tax.

25. The treaty provides for 25%, but the domestic rate of 0% applies since it is lower than the treaty rate.

26. The treaty provides that the tax on the gross amount of the dividends shall not exceed that
chargeable on the profits out of which the dividends are paid.

27. 7% if paid to a bank or similar financial institution. 0% if paid to the government.

28. The treaty provides for 15% withholding tax but the local taxation provides for 0% withholding tax.

29. 0% if paid to or is guaranteed by the government, statutory body, the Central Bank.

30. 5% on film royalties, including films used for television programs.

31. The treaty between the Republic of Cyprus and the United Soviet Socialist Republic still applies.

32. The treaty between the Republic of Cyprus and the Socialist Federal Republic of Yugoslavia still
applies.

33. 5% if the holding is less than 10%.
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TRUST

The philosophy of trust in Cyprus is similar to that in the United Kingdom.

29. Reasons for Setting up an International Trust in Cyprus

30. Types of Trust

A trust is established by an individual the "Settlor". The property of trust is held by one
or more persons "the trustees" for the benefit of another or others the "Beneficiaries".
The trustees are the legal owners of the trust property but they are obliged to deal
with the trust property in accordance with the law and the directions set out in the
trust document.

To avoid or pay minimum taxes

To preserve property in the family

To deal with the trust property for the benefit of handicapped persons

To protect the assets

To organise collective investments (where several persons wish to make joint

investments a trust can provide the basis of their co-operation and the sharing of

the financial results of their joint venture)

The settlor, through the use and control of a Cyprus offshore company or trust,

may become a trustee or sole trustee of his own international trust

Complete confidentiality by the Central Bank of Cyprus regarding the "Settlor"

the "trustees" and the "Beneficiaries".

The settlor must be non-resident

One of the trustees must be a resident of Cyprus. An offshore company is

considered a resident of Cyprus

The trust property must be located outside of Cyprus

The beneficiaries must be non-residents

Under Discretionary trust, the trustees have the discretion to deal with the trust
property as they think proper for the benefit of beneficiaries

Under the fixed trust, the trustees are obliged to follow the terms of the trust deed.

Under accumulation and maintenance trust, income and capital are accumulated and
distributed when infant children attain certain age or subject to a future event like
marriage, if so is provided by the trust deed.

Under trading trust, the trustees are companies which have the power to trade. The
advantage is that third parties are not aware of the existence of a trust and the settlor
has the possibility to control the companies.

�

�

�

�

�

�

�

�

�

�

�

A trust in order to be considered as an international trust must comply with the

following terms.

Discretionary Trust

Fixed Trust

Accumulation and Maintenance Trust

Trading Trust
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31. Taxation of International Trust

�

�

�

�

�

Complete tax exemption on profits of trust

Complete tax exemption on profits of trust in the hands of the beneficiaries

No capital gains tax

Complete tax exemption on interest derived from deposits of a trust, in foreign

currency, in any Cyprus bank.

International Business Companies, owned by the trust are taxed at 10% on their

chargeable profits. Non- resident companies pay no tax
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Private Limited Company.

Companies Law, Cap 113, as amended.

About two weeks although a reduction in this time

scale is possible in cases where there is urgency.

These are generally available.

The name of each company must end with the word

“Limited” or its abbreviation “Ltd”. The Registrar will

not permit registration ofa name the same as or

confusingly similar to that of an already registered

company. No company may be registered under a

name that, in the opinion of the registrar, is

undesirable.

Minimum of one, maximum of 50 Nominee

shareholdings are permitted as is holding shares on

trust.

One share must be subscribed to at the date of

incorporation but there is no requirement that this

be paid up. There is no minimum share capital

requirement under statute.

Usual capital is ,000.

The following classes of shares are available

registered (nominative) shares, preference shares,

redeemable shares and shares with special (or no)

voting rights. It is not permissible to have shares of

no par value or bearer shares.

Shares can be denominated in any recognised hard

currency.

There are no residency requirements. Annual

general meetings are required once in each calendar

year and not more than 15 months may elapse

between such meetings; first annual general

meeting may be held within 18 months of the date

of incorporation.

Issued capital notified on incorporation and

annually together with a list of shareholders.

A minimum of one directors required.

Yes.

€10

Statutory description of company

FORMATION  OF  A  CYPRUS  COMPANY

Are corporate directors permitted?

32. Characteristics of a Cyprus Company

Governing corporate legislation

Time-scale for incorporation

Availability of ready-made companies

The regulations governing
availability of names

Minimum and maximum number of
shareholders

Statutory minimum paid up capital
requirements

Standard authorised capital

Classes of shares available

Denomination of share capital

Residency requirement on shareholders
or shareholders' meetings

Information published relating to
shares and shareholders

Minimum number of directors
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None.

Freely determinable by the company's articles of

association. General powers of management are

usually given to the board of directors acting as a

board, with provision for a possible limit on

borrowing powers.

No mandatory rules as to location and frequency.

The directors' names, addresses and nationality

must be provided on incorporation and also when

changes occur. There is no legal requirement to

provide details of other directorships. Details of

directors' shareholdings are included in the general

list of shareholders. There is no requirement to

report separately.

The Companies Law provides that proper books of

account must be kept in respect of all sums of

money received and expended, all sales and

purchases of goods, and assets and liabilities. The

first financial period may cover a period of not more

than 18 months from the date of incorporation and,

thereafter, the accounting reference period is a 12-

month period coinciding with the calendar year.

All companies, are required to file accounts with the

registrar, and accounts so filed are open to

inspection by the public. In addition, financial

statements must be filed with the tax authorities.

A registered office must be situated within the

jurisdiction.

Every company must maintain a register of

members, a register of directors and secretaries. The

register of members must be open for public

inspection during normal hours of business without

charge. The register of directors and secretaries may

be inspected during normal business hours by any

member free of charge or by any other person upon

the payment of a minimal fee. The register of

directors shareholdings must be open for inspection

during business hours by any member or debenture

holder of the company during the period beginning

14 days before the date of the company's annual

general meeting and ending 3 days after that date.

The books of account must be kept at the registered

office and made available to the directors.

Yes.

Nationality and residency requirements
of directors

Nature of the powers of the directors

Directors' meetings

Information published relating to
directors

Must accounts be prepared by the
directors?

Must such accounts be filed with the
Authorities?

Must the company have a registered
presence in the territory of incorporation?

What records must be maintained
in the territory and are they

available for public inspection?

Can the company make secured loans?
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Yes.

Limits are often set out in the company's articles of

association.

A register of all charges on the company's property:

must be kept open for inspection by any person on

payment of a minimal fee. Charges must be

registered at the Companies Registry and, for

certain types of property, in other registers such as

the Ships Registry for ships and the Land Registry for

real property.

Permitted. A facsimile of the company seal if

authorised by its Articles, can be used in any

territory, district or place situated in the Republic

Permitted

If anonymity is required by the beneficial owners,

trustee companies in Cyprus can hold the shares in

trust for the non-resident beneficial owner. Trustee

company prepares and delivers to the beneficial

owner a properly executed instrument of transfer of

shares accompanied by the share certificate.

Anonymity

Can the company make unsecured loans?

What are the limits placed on the
company's borrowing powers?

Is there a register of company charges?

Company seal

Re-domiciliation provisions
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33. Information Required to Register a Cyprus Company

34. Corporate Documents

Certified copy of the passport of each beneficial owner(s) by either a lawyer or a
notary public or a bank.

Bank reference for each beneficial owner(s) or a professional reference letter by a
lawyer or an accountant.

A recent copy of utility bill (not more than 6 moths old water or electricity bill)
that verifies home address of each beneficial owner

Personal details:

The corporate documents that are delivered to the shareholders of a Cyprus

company are as follows:

�

�

�

�

�

�

�

�

�

�

�

�

�

�

Full name;

Address - business and private;

Nationality;

Occupation;

Telephone and telefax numbers (private, home and mobile).

E-mail;

Certificate of Incorporation;

Memorandum and Articles of Association;

Certificate of the company’s registered office;

Certificate of the name of directors and secretary;

Certificate of the name of the shareholders and the number of shares held

by each one;

The first resolution of the board of directors and the resolution of the

shareholders appointing the first director;

Share certificates;

Company’s seal
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