


The Cyprus tax book is intended to provide a demede
only to the subject matter and is based on taxkioas at
January 2011. It should not be regarded as a foasis
ascertaining the liability to tax in Specific orstances.
Professional advice should always be taken bebtirega
on any information in the booklet.
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BASIS OF TAXATION

Individuals who are Cyprus tax residents are dutgjetax
on their worldwide income, whether remitted touSypr
not.

Individuals who are non-Cyprus tax residents &gl tan
income accrued or derived from sources in Cyprus.

TAX RESIDENCE
For Cyprus tax purposes a “Cyprus tax residenthsnea

An individual who, in the year of assessment @talgmear),
stays in the Republic of Cyprus for a period oiogwer
exceeding in aggregate 183 days.

Days in and out of Cyprus are calculated as follows

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

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

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

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

PERSONAL TAX RATES FOR 2011

Taxable incom Tax rate
For evenEurcto €19.50 0%
For evenEurcover€19.5C to €28.0C 20%
For evenEurcover€28.0Ct0 €36.30 25%

For evenEurcover€36.30 30%



EXEMPT INCOME

Type of income Limit

Profits on disposal of Securities* Unrestricte

Widow pensions under the Sogial | Unrestricted
Insurance Law or under an approyed

scheme
Dividend income Unrestricted
Interest income Unrestricted

Emoluments received from employment 20% of
exercised in Cyprus by individuals who | emoluments,
were non-residents of Cyprus before|the with a
commencement of employment, fof a| maximum of
period of 3 years commencing from 1 €8.550
January following the year pf
commencement of employment.

Remuneration from salaried serviges| Unrestricted
rendered outside Cyprus for more than
90 days in a tax year to a non-Cyprus
resident employer or to a foreign

permanent establishment of a Cyprus
resident employer

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

Lump sum received by way of retirjng | Unrestricted
gratuity, commutation of pension, depth
gratuity or compensation for death |or
injuries

*The term “Securities” is defined as shares, batet®ntures, founders’ shares and oth
securities of companies or other legal persongrpocated in Cyprus or abroad ani
options thereon. A circular has been issued byakeAuthorities in 2008 further clarifyin
what is included in the term Securities. Accortdirte circular the term includes, amon:
others, options on Securities, short positions ecufities, futures/forwards on Securitie:
swaps on Securities, depositary receipts on Sesu(iADRs, GDRs), rights of claim o
bonds and debentures (rights on interest of thestuments are not included), inde
participations only if they result on Securitiepurchase agreements or Repos 0|
Securities, units in open-end or close-end calieatvestment schemes). The circular al
clarifies specific types of participation in faredgtities which are considered as Securitie




ALLOWABLE DEDUCTIONS

Description Amount
permitted

Life insurance premiums, 1/6 of the

contributions to the social insurante | taxable incomg

fund and to approved provident, before this

pension, medical or other funds allowance is
deducted and

for life

insurances 7%
of the insured

amount
Annual contributions to trade 100%
unions or professional bodies
Donations to approved charitable 100%

institutions

Rental income if the rented propgrty | 20% of gross

is a building rental income
All expenses incurred wholly and 100%
exclusively for the production pf

income

Expenses relating to private salgon NIL
cars, such as fuel, maintenance

costs etc

Expenditure for the maintenance| of Up to €342,
buildings under preservation orde €513 or €598
per square
meter
(depending on
the size of the
building)

Interest on capital used to acqujre 100%
rented properties




ALLOWABLE DEDUCTIONS —CONTINUED

Life insurance policies, in respect to the lifa@tlaimant's
spouse, which were in existence up to the 31 Dec@®@2
and for which the claimant was receiving a tawaaiice,
will continue to be deductible by the claimant

In the event of cancellation of a life insuranceract
within 6 years from the date it was entered iatt,0p the
life insurance premiums already given as an alé@maitl
be taxable as follows:-

Cancellation within 3 years 30%

Cancellation between 4 to 6 years 20%



COMPANY DEFINITION

“company” has the meaning given to this term by
Companies Law and includes any body with or withgait
personality, or public corporate body, as well &xye
company, fraternity or society of persons, withvititout
legal personality, including any comparable comp
incorporated or registered outside the Republic an
company listed in the First Schedule but it doegolitde a
partnership.

BASIS OF TAXATION

All companies tax resident of Cyprus are taxedl dhe&
income accrued or derived from all sources in €ygqnd
abroad. A non-Cyprus tax resident company is tawe
income accrued or derived from a business actwiigh is
carried out through a permanent establishmentgru€y

TAX RESIDENTS

Companies are considered as residents of Cyptheyifare
managed and controlled in Cyprus. Companies n@tgead
and controlled in Cyprus are not considered ademis of
Cyprus. The following factors will be importartteiriding
where management and control is located:

The place where board meetings are held

The place where strategic decisions are taken

The place where the majority of the board of alise
reside

The maintenance of an office from which the com
operates

The place from where the bank accounts are operate

CORPORATION TAX RATES

Companies other than public corporate bodig¢s 10%

Public corporate bodies 25%

Insurance companies Minimu
tax 1.5%
of Gross
amount
of
premiums




EXEMPT INCOME

Type of income Limit
Dividend income 100%
Profits from the sale of securities 100%
Interest not arising from the ordinary 100%
activities or closely related to the
ordinary activities of the company
Profits of a permanent establishment 100%
abroad, under certain conditions
DEDUCTIONS
Type of income Amount
permitted
Employer s contributions to socigl 100%
insurance and approved funds pn
employees salaries
Donations to any approved charitable 100%
institution
Entertainment expenses for busingess| 1% of turnove
purposes uptoa
maximum of
€17,086
Expenditure for the maintenance|of| Up to €342,
buildings under preservation order €513 or €598
per square
meter

(depending on
the size of the
building)




DEDUCTIONS- CONTINUED

Type of income Amoun
permitted

Expenses incurred  wholly and 100%

exclusively in earning the income of the

business

Expenses relating to private salgon 0%

cars, such as fuel, maintenance cgsts

etc

Interest attributable to the acquisition of 0%

assets not used in the business.

Interest attributable to private saloon | NIL for the firs

cars used in the business. 7 years and
100%

thereafter

Expenditure for the acquisition of patent 100%

rights, or intellectual property rights

Interest incurred on the acquisition of a 100%

fixed asset which is used in the

business. Shares and other securities

are not considered as assets used in|the|

business, therefore any intergst

expense incurred for the acquisition| of

such assets is not deductible.

Expenditure incurred for the repair|of 100%

buildings, machinery, installations and

commercial transport means

Interest paid in respect of buildings |let 100%

out




The annual straight-line tax wear and tear alles3
which are calculated on the acquisition cost @fdf

assets, are as follows:

| Rate
Buildings

Commercial buildings and fl 3%
Industrial,  agricultural,  hote
tourist villages, tourist projects

1"4%
such as golf courses and camping
places, tourist apartments and villas
Huts, sheds, metallic frame 10%
greenhouses
Timber frame of greenhou 33 1/3¢
Situated in the buffer zone 7%

Turkish occupied area

Machinery and equipm

Gener: 109
Furniture and fitting 10y
Farming, animal husban 15%
Computer hardware and opera 20%
software
Vehicle
Private saloon ca Nil
Taxis, trucks, dumpers, buse
minibus over 8 persons, pick-yp20%
vans and motorcycles
Tractors, excavators, trench 2506
cranes, bulldozers
Ships
Sailing vessels, lighte 4,59
Steamers, tugs, trawl 6%
Ship motor launch 12,59
Seconr-hand vesse By special
agreement

Seconr-hand cargo and passen(
ships and additions thereon

Remaining usefi
life

New cargo shij 8%

New passenger shi 6%
Loose tool

Loose tool | 33 1/3¢

Video tapes of video clt

Video tapes of video clt | 509

Applicatiorsoftwars

Cost of acquisition in excess o
CY£1.000 33 1/3%
Cost of acquisition lower th
CY£1.000 100%

nc



LOSSES CARRIED FORWARD

Tax losses from one activity can be offset agaimdits

from another activity and may be carried forwatdarset
off against taxable income of subsequent yearsnwitme
restriction. This provision is applicable foroasés incurred
of the tax year 1997 and after

The current year loss of one company can be sejaiffst
the profit of another provided the companies grau€yax
resident companies of a group.

Group is defined as:

(a) One company holding at least 75% of the sifates
other company.

(b) At least 75% of the voting shares of the caegare
held by another company.

A partnership or a sole trader transferring busiimge a
company can carry forward tax losses into the cayrfpa
future utilisation.

Losses from a permanent establishment abroad caetb
off with profits of the company in Cyprus. Subseaqurefits
of the permanent establishment abroad are taxalbtetoe

amount of losses allowed.




SOCIAL GRANTS

11

e

The
!
Child benefit
Additional annual grant for 20
(For families with low income
Number | Annual based on tax returns for t
of grant year 2008)
children | for 2011
Income 19.500 Income up to
up to €39.000 | £19.500
1 Child €421,29 €52,67 €105,33
2
Children €842,61 €315,97 €421,29
3 €842,60 pef €263,30 per €315,97 pe
Children | child child child
4
. €1,390,29 | €289,64  pe| €463,43 pe
Children | o child | child child

or more




SPECIAL CONTRIBUTION FOR DEFENCE

Special contribution for defence is imposed on ia@amed
by Cyprus tax residents. Non-tax residents arepgxeom
special contribution for defence. It is chargddeatates
shown in the table below:

Tax rates
Individuals Legal
entities
Dividend income from Cyprus 15% Nil
resident companies
Dividend income from nop- 15% NIL (unde
Cyprus resident companies conditions
of note 1)
Interest income arising from the  NIL NIL
ordinary activities or closely
related to the ordinary activities
of the business
Other interest 10% (Note|2) 109
Rental income (reduced by 25%) 3% 39
Profits of semi-government N/A 3%
organisations

Notes

1. Dividend income from abroad is exempt fromagefiend
Contribution. This exemption does not apply if:

(@) more than 50% of the paying compangctivities result
directly or indirectly in investment income and

(b) the foreign tax is significantly lower thartdk rate
payable in Cyprus.

When the exemption does not apply, the divideatheis
subject to special contribution for defence atdteeof 15%.

2. Interest income from savings bonds and devetapme
bonds and all interest earned by a provident fusubject
to special contribution for defence at 3% (insi€&8%).




Notes on Special Contribution for defence -Continued

In the case where the total income of an individual
(including interest) does not exceed €12.000 amablé
year, then the rate is reduced to 3%.

When the tenant is a company, partnership, the stat
local government Special contribution for defencertal
income is withheld at source. In all other casesyibcial
contribution for the defence on rental incomeyalga by
the landlord in 6 monthly intervals on 30 Jun&and

December each year.

In the case of interest and dividends receiveds gang
defence due is payable at the end of the monthviiodl
the month in which they were received.

However, with effect from June 2011, special lmatidn
for defence on dividends from abroad and intaresinie
from abroad is payable in 6 month intervals onrd® and
31 December each year.

Foreign taxes paid can also be credited againgefeace
tax liability.

DEEMED DIVIDEND DISTRIBUTION

If a Cyprus resident company does not distribute a
dividend within two years from the end of thegaxthen:

* 70% of accounting profits (after some adjustinars
deemed to have been distributed.

* 15% special contribution for defence is imposed o
deemed dividend distribution applicable to shadeh®l
who are residents of Cyprus.

» Deemed distribution is reduced with paymentswdla
dividends which have already been paid duringvthe t
years from the profits of the relevant year.

When an actual dividend is paid after the deewieémti

distribution, then special contribution for deferise
imposed only on the additional dividend paid.



Companies and individuals are subject to capitad ¢,
at the rate of 20%, on gains arising from the sispf

* immovable property situated in Cyprus

e shares in a company which owns immovable pro
situated in Cyprus (excluding shares listed on
recognised stock exchange)

DETERMINATION OF CAPITAL GAINS TAX
Liability is confined to gains accruing since Lidan1980.

The costs that are deducted from gross proceedhen
disposal of immovable property are its market alue

1 January 1980, or the costs of acquisition
improvements of the property, if made after 1 3ai980,
as adjusted for inflation up to the date of didposathe
basis of the consumer price index in Cyprus.

Expenses that are related to the acquisition apdstisof
immovable property are also deducted, subjecttairce
conditions e.g transfer fees, legal expenses etc.

LIFE TIME TAX FREE CAPITAL GAINS
Individuals are entitled, only once in theirdiid, not for
every disposal, to deduct the capital gain orotleaving:

Disposal of private residence €85.430
(under certain conditions)

Disposal of agricultural land by a €25.629
farmer

Any other disposal of immovable €17.086
property

Deductions based on a combination of the above are
restricted to a maximum amount of €85.430




EXCEPTIONS

« transfers on death
« gifts between spouses and relatives up to tegdee

» gifts to family companies provided the sharet®lde
continue to be members of the family for five \aftesthe
date of transfer

* gifts by a family company, of which all sharel®ldre
members of the same family, to any of its shaesisold
provided that the property gifted had itself begnised by
the company by way of gift. In case of subsequsrisal
the donee cannot use his life time exemptiondfdpeses
of the property before the lapse of at least fgaes from
the date of transfer of the property to his/heenam

» gifts to approved charitable institutions orcallauthority
for educational, or other charitable purpose

« disposal of property under the Compulsory Adiguisi
Law

« gifts to the Republic of Cyprus

» where the 1.1.1980 indexed value (or the indestof
acquisition if later) of the property given undegx@hange
of property is less than the sales proceeds valuineo
property received, the gain reinvested in the pyope
received is exempt

» exchange or disposal of immovable property utheer
agricultural land (consolidation) laws

e gain on disposal of shares which are listed on an
recognised stock exchange

« transfers of shares as a result of company reisagans



IMMOVABLE PROPERTY TRANSFER FEES

The following fees are payable for the registraifoa
transfer of property to the name of the purchasei Land

Registry Office books.

Value of proper

Transfer fee ra

Accumulated te

Up t0€85.43 3% €2.56
£€85.43-€170.8¢ 5% €4.27
Over€170.8¢ 8%

« in the case of a transfer of property to a famihpany, the
fees are refundable after five years if the pgopemains
with the company and no person other than the dam
his/her close relatives (spouse or relatives ufheothird

degree of kindred) who were shareholders at teeofittne

transfer or other close relatives, has become Isblaler

« in the case of property transferred from a famihpany to
one of its members, provided that there is no deration,
the fees are calculated on the assessed valuenwoitt the
title deed (i.e. on values of year 1907) as follows

To a spouse 8%
To a child 4%
To a relative up to the third degree 8%

e in the case of company reorganisations, transbér
immovable property are not subject to transfer fees

IMMOVABLE PROPERTY - ANNUAL TAX

Immovable property tax is levied on the market wdithe
property as at 1 January 1980 and it applies tmthevable
property owned by the taxpayer on 1 January exary y

Rate:
Value of proper | Rate | Accumulated t
Up to€170.8€ Nil Nil
€170.8€-€427.1F | 0,259 | €64:
€427.15-€854.3C | 0,359 | €2.13
Over€854.3( 0,409




Amount of du
Contracts and transfer of shares debenture

Up to€170.8€ 1.5%
Over€170.8¢ 2%
Contracts with no fixed s €34.1

Transfer of shares and debentures witl| €8.5.
fixed sum

Powers of attorn

Genere €5.1.
Limitec €1.7
Certified copies of contracts and docurr | €1.7
Otherdocument
Receipts for sums fro€3,42-€34,1 3cents
Receipts for sums ov€34.1 7 cents
Cheque 5 cents
Bills of exchange (payable within three 85 cents
on demand or at sight)
Letters of crec €1.7
Certified copies of contracts edocument | €1.7.
Letters of guarant €3.4.
Bills of ladin €1.7
Charter party (deed between ship owne €17,0

hire of ship and delivery of cargo)

Exemptions

e transactions made in the course of a company
reorganisation

« transactions relating to any property situatesiae

the Republic or to any matter or thing to be meeidror
done outside the Republic, irrespective of the plhere it

is executed




IMPOSITION OF VAT

VAT is imposed by a person who is, or should histenegl
for VAT (a taxable person) in the course of funttermaf a
business on:

(a) every taxable supply of goods and services wmiii@

Cyprus, other than an exempt supply

(b) the acquisition of any goods in Cyprus fronero
European Union member states, and

(c) the importation of goods from countries outsite
European Union.

MECHANICS OF VAT

Taxable persons charge VAT on their taxable sufmligsit
tax) and are charged with VAT on goods or seniiels w
they receive (input tax).

VAT returns showing the output tax and input tax
normally be submitted every three months.

If output tax in a VAT period exceeds total inguat
payment has to be made to the state 40 days feoemthof
the VAT period. If input tax exceeds output tepagmeent is
due from the state.

REGISTRATION
Registration is compulsory in the following cases:-

(a) for businesses with turnover in excess 06@1%luring
the 12 preceding months or

(b) for businesses with an expected turnoverciessyof
€15.600 within the next 30 days.

Businesses with turnover less than €15.600 andacdesp
which make supplies for which the right to clagrathount
of the related input VAT is granted have the dpti@gister
if they wish to do so.

DIFFERENCE BETWEEN ZERO RATED AND E
SUPPLIES

The difference between zero rate and exempt supgpliet
businesses that make exempt supplies, are notedntit
recover the VAT with which they have been chargution
purchases, expenses or imports.

VAT RATES
* Zero rate (0%)
* Reduced rate (5%)

* Reduced rate (8%)
 Standard rate (15%)




As from 1 January 2010 significant changes catme in
effect in the EU and Cyprus VAT legislation in ltbeifg
areas:

« Changes in the country of taxation of servicegided
betweenbusinesses established in two different Bubéde
States (B2B)

» Changes in the country of taxation of servicgglied to
consumers(B2C)

» Changes in the time of supply of services fahwhAT is
due by the recipient

 Procedure for refund of VAT paid in another M&tater
(MS)

*Additional compliance obligation for electronimrgssion

of the monthly VIES return for services subject toi'VAT
another EU MS through the reverse charge provisions.

In addition to the above, as from 1 January 2GIQes
came into effect in the EU and Cypriot VAT legislaitio
regards to the country of taxation of culturalistanst
sporting, scientific, educational, entertainment similar
services including services of organisers of swtiviges,
supplied between businesses (B2B).

The above services, up to 31 December 2010 wezet sub
to VAT in the country where those activities werggaltly
carried out.

As from 1 January 2011, only admission to sudlitiastis
subject to VAT in the country where the activities a
physically carried out. Services, other than thésa@m to
such events, are subject to VAT in the country vihere
recipient of the services has established his kasin

Changes to the VAT rate applicable for
foodstuff, pharmaceutical products and
vaccines and supplies in the course of
catering as from 10 January 2011.

Due to the termination of the derogation enjoyetd 3i
December 2010 by the Republic of Cyprus, as from 10
January 2011, the following VAT rates apply fosttdts
pharmaceutical products, vaccines and supplies rimade
the course of catering.

I. Imposition of reduced VAT rate of 5% for supplies
foodstuffs, including beverages, for human consampt
with the exemption of alcoholic beverages, beee, avid
soft drinks. Most of these supplies were up ton@aig
2011 subject to the zero VAT rate.



II. Imposition of reduced VAT rate of 5% for ssmblie
prepared or unprepared foodstuffs and/or beverages
accompanied with support servicegardless of whether
the goods are delivered to the consumer.

These supplies were up to 9 January 2011 subjbet to
-- zero VAT rate if the supplies relate to fooslstuff

-- standard VAT rate of 15% if the supplies relatgplies
of smoked salmon, smoked oxyrhynchus, caviar,ysede
and canned salmon and oxyrhynchus, lobster, drayfis
shrimps and shellfish,

-- reduced rate of 8% if the supplies relate vicssr
provided in the course of catering.

IIl. Imposition of reduced VAT rate of 5% to ssioplie
medicaments used for health care, preventionesgsks
and as treatment for medical or veterinary purpsesll
as vaccines used for medical or veterinary purpd$ese
supplies were up to 9 January 2011 subject teth&/AT
rate if they fall under codes CN 30.02, CN 30.@3\&B0.04
of the Nomenclature.

IV. Imposition of reduced VAT rate of 8% to supplies
alcoholic beverages, beer and wine, which arelprbat the
establishment of the provider or in the coursatefing and
for which the provision of support services is gmadant.
These supplies were up to 9 January 2011 sub)éafltat
the standard rate of 15%.

Exempt supplies

Certain goods or services are exempt from VAT.
include:

» Rents from immovable property

« Banking and insurance services

» Hospital, medical and dental care

e Cultural, educational and sports activities (uicgetain
conditions)

« Sales of immovable property (As from 1 May 2084l¢hof
newly constructed buildings will no longer be aemex
supply)

« Services of the Cyprus Post Office

* Lottery tickets and betting coupons for footadl horse
racing




Grant for acquisition of first residence

The grant is given to eligible persons for the toactson,
or purchase or transfer of a new house which i as¢he
main and primary place of residence.

The application for the grant is submitted to thést of
Finance, in relation to houses for which an apiplichas
been submitted for the issue of a planning pewnissdier
the 1 May 2004. Persons entitled to this gramtdiveduals
who are citizens of the Republic of Cyprus oryobtrer
EU Member State, who reside permanently in the Republ

Cyprus and who have reached the age of 18 amghetfti
application. The grant is given for houses whotd to
covered area does not exceed 250 mz2.

The level of the grant is limited to 130 m? (eedefar
families with four and more children) and depend$he
type of the property and on whether the house was
constructed or purchased. The relevant legislptiovides

that the level of the grant will be adjusted alynfaslthe

increase in the Retail Price Index.




Rate:
Percentage of earnir
Func Employer| Employek S&"
ploy ploy employed
§OCIa| Insuranc 6.8% 6.8% 12.6%
und
Redundanc o
Fund 1.2%
Training
Development 0,5%
Fund
fSOC|aI cohesio 2.0%
und
Tota 105% 6.8% 12,6%

For the year 2011 the maximum amount of monthiggsar
on which employer and employee contributions adeipa
€52.104 (Weekly €1.002 and monthly €4.342)

Voluntary registration

Any person may apply for a certificate of voluimiagrance
if he has his usual residence in Cyprus and waitside of
Cyprus, in the service of a Cypriot employer. Fer
purposes of this provision, “Cypriot employer” raean
employer who resides or has a business place ni€gpa
legal person registered in Cyprus, or a legal pemswhich
a Cypriot citizen or legal person registered inuSyipas a
substantial participation”.



TAX DIARY for 2011

End of
following
month

Payment of PAY

Payment of defence withheld
dividends and interest

Payment of social insurar
contributions.

30 April

Submission of personal tax retu

relating to the year 2010 for employees.

Submission of IR7 form with respec
the year 2010 emoluments of employe

Payment of the provisional tax by
insurance companies for the first fo
month period of 2010.

30 June

Payment of special contribution
defence on profits and rents for the fi
six months of 2011.

rst

Submission of personal tax returns for
year 2010 for self-employed individy
who are not obliged to prepare aud
financial statements.

als
ted

1 August

Submission of provisional tax declara
and payment of first instalment
provisional income tax.

of

Payment of final tax for the yealC
under the self-assessment method.

Payment of income tax for the yeelC
based on assessments raised by
Commissioner of Income Tax.

the

31 August

Payment ¢ the provisional tax by i
insurance companies for the second fq
month period of 2011.

ur-

30
September

Payment of second instalmen
provisional income tax and corporation|
tax for 2011.

Payment of immovable property tax
2011.

31
December

Submission of tax return for the yezl(C
where accounts are submitted.

Payment of third and last instalmen
provisional income tax and corporat
tax for 2011.

Payment of special contribution
defence on rents for the second
months of 2011.

Payment of the provisional tax by
insurance companies for the third fo

month period for 2011.




