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Asinprevious years, RSM Cyprus is proud to contribute to the European Real Estate
Tax Guide, a publication by RSM International that highlights the strength of our
network partnership.

The Real Estate Tax Guides provide businesses, investors, and other Europeanreal
estate market stakeholders with a detailed overview of real estate taxation across
various European countries.

The guides offer practical insights into the tax implications of acquiring, holding, and
selling commercial properties directly or indirectly by domestic or foreign investors and
legal entities. Additionally, they briefly introduce the types of legal entities commonly
usedfor real estate transactionsin different countries, i.e. publicly listed and privately
owned companies, investment funds, partnerships, and trusts.

Our professionals work closely together to meet the investors’ needs by providing their
support on alocal and global level. We are always willing to help with any matter that
may concern any interested party.

Regarding the 2025 Cyprus Real Estate Guide, readers in Cyprus will find an overview of
the local real estate tax landscape, including key considerations for acquiring, holding,
and selling commercial property and the legal structures commonly used by investors.
We also include links to insights from other European countries to provide a more
comprehensive understanding of the tax frameworks around Europe.

The 2025 Cyprus Real Estate Tax Guide will help you make well-informed decisions,
regardless of whether you are operating locally or considering increasing your assets
abroad.

lacovos Themistocleous
Tax Director and Board Member, MLCO
RSM Cyprus Ltd

Important Note:

The 2025 Cyprus Real Estate Tax guide is the work of our tax
professionals, who thoroughly researched and gathered important
information as of the publication date. However, tax regulations can
significantly affect tax planning and compliance issues. Therefore,
before proceeding with any decision, we highly recommend
contacting our Firm's tax professionals for guidance.
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Rental income and capital gains of Cypriot Real Estate

Taxpayer Basis of tax

Tax levied

Tax rates (2025)

Rental Income Individual Income Tax 20% - 35%*

Special Defence Contribution

Resident Individual

3% onthe 75% of rentalincome
ie.2.25%

GHS Contribution 2.65%

Capital Gains

Rental Income Individual Income Tax 20% - 35%*

Non-Resident
Individual

Special Defence Contribution Not applicable
GHS Contribution 2 65%

Capital Gains Capital Gains 20%

Rental Income

Resident Company

Cap|tal Gains

Corporatlon tax 12.5%

- Special Defence Contribution 3% on the 75% of rentalincomei.e.
2.25%

Rental Income Corporatlon tax Not applicable

Non-Resident
Company

Capital Gains

_ Special Defence Contribution Not applicable

Capital Gains

* The first €19,500 of the gross Income Is tax-free for iIncome tax calculation purposes.

00 .,

Introduction

Rental Incomeis taxed as part of anindividual's ordinary
private or businessincome.

Liability to tax

Rentalincome received by individuals is subject to
individualincome tax and Special Defence Contribution.

Special Defence Contribution (SDC) is alocal tax of Cyprus,
applicableto Cyprus tax resident individuals and companies
only and applies only on dividend income, passive interest
income and rentalincome. Cyprus tax resident individuals
should also be domiciledin Cyprus to be subject to SDC.

Therentalincome earners are also subject to GHS
contributions at 2.65%, irrespective of whether they are
Cyprus tax residents or not. In the case of non-resident
individuals, they are taxed on Cyprus-sourced income.
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Individuals

Basis to tax

When therentalincomeis received either from another
individual or a company, for residential or business
purposes, it is subject to individualincome tax rates. The
Cypriot tax system furnishes the taxpayer with some
deductions,i.e. 20% of the gross rentalincome and the
whole amount of interest related to the acquisition of the
rented property.

Referring to Special Defence Contribution, for rental
income generated where the tenantis a Cyprus
Company, SDCis withheld at source and is payable at the
end of the month following the month in which the rental
incomeis earned. In all other cases, the SDC onrental
incomeis payable by the lessorin 6 monthly intervals on
30 June and 31December each year. The same conditions
apply for GHS contributions.



and capital gains of Cypriot Real Estate

Sompanes Liability to tax
. Rentalincome earned by companiesis subject to both
Introduction ) ) A
corporation tax and Special Defence Contribution.
Rentalincomeis taxed as business or as passive income.
Rentalincome can be considered as business incomein cases
where the taxpayer operatesin the industry of immovable
propertiesi.e. developing real estate and rental incomeis
received through subsequent letting of the real estate.
Rentalincome can be considered as passive incomein cases
where the taxpayer does not receive rentalincome as part

of its main corporate activities.

Basis to tax
Businessincomeis taxed at 12.5%.

Passiveincomeis taxed with SDC at the rate of 3%
after the deduction of 25% of the gross rentalincome
i.e. effective tax rateis 2.25%.
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Capital Gains

Introduction Basis of tax

Capital gains are subject to personalincome tax if it can
be proved that the transactionis one or a series of
trading transactions.In such a case, the applicablerates
willbe from 20%-35%. Incomes up to €19,500 are tax-
Capital Gains are subject to personalincome tax if the free.

individualis a tax resident in Cyprus and if it is proved that the
sale was executed as part of the individual'sregular trading
activities.

Capital Gains can be generally subject to both personalincome
tax and Capital Gains Tax, subject to the conditions below.

Liability to tax

In all other cases, capital gains are subject to Capital Gains
Tax at 20% on the gains arising from the disposal of a
chargeable property. Chargeable property is a property
situatedin the Republic of Cyprus or sharesina company
owning animmovable property situatedin Cyprus.

However, capital gains are subject to Capital Gains Tax if the
saleis not part of trading activities. Capital Gains Tax applies
irrespective if theindividualis a resident or not.

Companies

Introduction

Capital gains can be taxed under corporation tax or
under Capital Gains Tax, subject to conditions.

Liability to tax

Capital Gains are subject to Corporate tax if the
Company is atax residentin Cyprus andif it is proved
that the sale was executed as part of the Company's
regular trading activities.
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Basis of tax

Capital gains are subject to Corporate tax if it can be
proved that the transactionis one or a series of trading
transactions. In such a case, the applicablerate is 12.5%.

In all other cases, capital gains are subject to Capital
Gains Tax at 20% on the gains arising from the disposal
of achargeable property.
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Cyprus VAT and Transfer Taxes

Taxpayer Basis of tax Tax levied Tax rates (2025)

Rental Income Value Added Tax 19%

Value Added Tax 19%
Resident Individual Transfer of Real
Estate*

Rental Income
Non-Resident

Individual Transfer of Real
Estate*

Transfer Fees 3%, 5%, 8%

Levy on the sale of immovable

0.40%
property

Value Added Tax 19%

Value Added Tax 19%

Transfer Fees 3%, 5%, 8%

Levy on the sale of immovable 0.40%

property

Value Added Tax 19%

Rental Income

Resident Company Transfer of Real
Estate*

Rental Income

Transfer or
Real Estate”

Value Added Tax 19%

Transfer Fees 3%, 5%, 8%

Levy onthe sale ofimmovable 0.40%

property

Value Added Tax 19%

_ Value Added Tax 19%
Non-Resident

Company 3%, 5%, 8%

RS REES

Levy onthe sale ofimmovable 0.40%

property

*Normally, a sale of real estate which does not qualify as a new immovable property is not subject to VAT. VAT is charged
when the real estate qualifies as new immovable property, or the risks and rewards of ownership are transferred
(see below).

~
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Introduction

Value-addedtax is a tax based on the supply of goods
and on the provision of services within Cyprus, as well as
on the acquisition of goods from Member States of the
EU andimportation of goods from third countries.

Through therelevant legislation, taxable persons charge
VAT on their taxable supplies (output tax) and are
charged by other taxable persons with VAT on goods
and services they receive (input tax). Where output tax
isin excess of theinput tax, a VAT tax liability is created,
and a payment is due to the VAT authorities. If the
opposite stands, then a credit is created and either it is
set off against future VAT tax liabilities or animmediate
refund to the taxpayer takes place.

Liability to tax

Rentalincome and the supply of real estate and non-
developed buildable land are subject to Cyprus VAT,
subject to conditions.

Basis of tax
Rentalincome

Generally, the lease of immovable property for
residential purposesis exempt from VAT. However, VAT
at the standard rate of 19% must be charged on the lease
of immovable property when thelesseeis a taxable
personandis engagedin taxable activities by at least
90%.

Sale of real estate

Normally, a sale of real estate which does not qualify as a
new immovable property is not subject to VAT.
However, VAT is charged when the real estate qualifies
as new immovable property, or the risks and rewards of
ownership are transferred. "New" immovable properties
are those which are supplied for first use. A new
immovable property is not:

= Aproperty that wasleased or rented out.
= Self-occupied.

=  Atransformed, converted, renovated building.

RSM Cyprus - Cyprus Real Estate Tax Guide 2025

RSM

Provided that animmovable property is supplied as a
“new' immovable property, areduced VAT rate of 5%
is eligible to any citizen (Cypriot or not), who acquires
such property with the intention to use this as their
primary permanent place of residencein Cyprus.

However, thisis subject to the following conditions.

Thereducedrateisimposed only after obtaining a
certified confirmation.

The eligible person must submit an application which
will state that the house willbe used as the primary
and permanent place of residence.

The applicant must attach several documents
supporting the ownership rights on the property and
evidencing the fact that the property willbe used as
the primary and permanent place of residence.

The application must be filed prior to the actual
delivery of theresidence to the eligible person.

As of 8 June, 2012 eligible persons include residents of
non-EU Member States, provided that the residence
willbe used as their primary and permanent place of
residencein the Republic.

The documents supporting the ownership of the
property must be submitted together with the
application. The documents supporting the fact that
the residence willbe used as the primary and
permanent place of residence (copy of telephone,
water supply, or electricity bill or of municipal taxes)
must be submitted within six months from the date on
which the eligible person acquires possession of the
residence.

In cases where persons who cease using the residence
as their primary residence before the lapse of the 10
years, must notify the Tax Commissioner withina
period of 30 days. In such cases, the person must pay
the difference between the reducedrate and the
standardrate of VAT attributable to the remaining
period of 10 years, during which the property will not
be used as a primary residence.

Thelessor has theirrevocable right to opt not to
impose VAT on the specific property.



Sale of non-developed building land

As of 2 January 2018, the sale of a non-developed
building land attracts VAT at the standard rate of 19%.
The definition of non-developed landincludes land
intended for being usedin carrying out business
activities. VAT does not apply on the purchase or sale
of land whichis locatedinlivestock zones or areas
which are not intended for development.

Leases of iImmovable property which effectively
transfer the risks and rewards of ownership of
immovable property

As from 1January 2019, leases of immovable property
which effectively transfer the risks and rewards of
ownership of immovable property are considered to
be supplies of goods. They also become subject to VAT
at the standardrate.

Interaction with transfer tax

On transactions of immovable property on which VAT
has beenimposed, no transfer fees apply.

On acquisitions of properties that are not subject to
VAT, a 50% discount on transfer fees is allowed.

Companies

The same rules as for individuals apply.
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Transfer Taxes

Individuals

Introduction

The department of land and surveys charges the
acquirer of theimmovable property transfer fees on
the transfer of the ownership of immovable property.

Liability to tax

The transfer fees are due when the transfer of the Title
Deedin the name of the Purchaser takes place. The
Purchaser is solely responsible for the payment of the
Transfer Fees. Therates are on a graduated scale.

Basis of tax

The value of theimmovable property is taxed at
3%/5%/8%, based on the value of the property on a
scale.'Value'in these casesrefers to market values as
of 1January 2013 as these were estimated by the
Department of Land and Surveys.

Exemptions

In the case of companies' reorganisations, transfers of
immovable property are not subject to transfer fees.

Interaction with VAT

On transactions of immovable property on which VAT
has beenimposed, no transfer fees apply.

On acquisitions of properties that are not subject to
VAT, a 50% discount on transfer feesis allowed.

Companies

The same rules as for individuals apply.
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Levy on the sale of immovable
property

Introduction

In accordance with the amendments of the Central
Agency for the Equal Distribution of Burdens Law, a levy of
0.40% is payable to the Tax Department. The Central
Agency for the Equal Distribution of Burdens Law was
enacted following the acknowledgment of the need to
assist Cyprus refugees who were forced to leave their
properties following the Turkish invasion of 1974.

Liabllity to tax

Thelevy is due when the transfer of real estate takes
place. The Selleris solely responsible for the payment of
thelevy, subject to conditions.

Basis of tax
The levy applies upon:

a. Thetransfer ofimmovable property situatedinthe
Republic, or

b. Disposal of sharesina Company not listed on a Stock
Exchange, which directly or indirectly owns
immovable property situatedin Cyprus, for which a
recorded general valuation exists under a General
Valuation and Revaluation Survey.

The calculation of the levy differs accordingly:

a. Inthecase ofimmovable property transfer, thelevy is
calculated on the sale amount; and

b. Inthe case of disposal of shares, the levy is calculated
on the latest general valuation of the property
attributed to the shares disposed.

The same rules as for individuals apply.
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Cyprus Local Taxes

Taxpayer Basis of tax Tax levied Tax rates (2025)

Local Authority Fees
Resident Individual Market value Municipality Tax Depend on the municipality

Local Authority Fees
Nor.]_,ReSIdent Market value Municipality Tax Depend on the municipality
Individual

hori

Local Authority Fees
Resident Company Market value Municipality Tax Depend on the municipality
Local Authority Fees
Non-Resident
Market value Municipality Tax Depend on the municipality
Company

Introduction Municipality tax

Every municipality levies annual local authority fees, Astheregistered owner of the property, each property
municipality taxes and sewage taxes. Every owner is required to pay an annual Municipality Tax,
municipality determines the value of such taxes. calculated on the market value of the property as of st

of January 2013. Rates vary from 1% — 2%. Municipality
taxis payable to the local municipal authority.

Liability to tax Sewerage tax

Allregistered owners of immovable propertiesin
Cyprus arerequired to pay on an annual basis the local
authority fees, municipality taxes and sewage taxes.

Astheregistered owner of the property, each property
owner is required to pay an annual Sewerage Tax,
calculated on the market value of the property as at 1st
of January 2013. Rates vary from 0.5% — 3%. Sewerage
Basis of tax taxes are payable annually to the local sewerage board.
Local authority fees

Depending on the size of the property, local authorities
charge between €85 — €500 per annum for regular
refuse collection, street lighting, sewerage and similar
community services. Communal Services fees are
payable to the local municipal authority.

Cypriot Net Wealth/worth taxes

Thereis no net wealth/worth tax for individuals or companies owning real estate in Cyprus.

RSM Cyprus - Cyprus Real Estate Tax Guide 2025 i



Commonly used vehicles for Cyprus real estate

Corporate entity

Limited liability companies are the most frequently used
vehicle for owning Cyprus real estate.

The equity is divided into shares, and the shareholders
are not personally liable for business debts.

Companies that are considered Cyprus tax residents
are taxed on their annualincome accrued and derived
from all taxable sourcesin Cyprus and abroad.

A company is considered a Cyprus tax resident if its
management and control are exercisedin Cyprus. The
corporation tax rate for all companiesis 12.5%. In cases
where foreign taxes are paid, these can be credited
against the ultimate tax liability in Cyprus.

Shareholders are taxed based on their individual tax
residency status. In case where the shareholders are
Cyprus tax residents, i.e.if they spend more than 183
daysina calendar year, they are subject to personal
income tax ratesin Cyprus of 20%-35%.

Dividendincomeis exempted from Cyprus personal
income tax. However, suchincomeis taxed under
Special Defence Contribution if and only if the
shareholder is considered both a Cyprus tax resident
and domiciledin Cyprus.

For Special Defence Contribution purposes, a personis
considered domiciledin Cyprus via domicile of origin
(acquired at birth) or domicile of choice (indication of an
intention of permanent residence). In cases where the
taxpayer residesin Cyprus at least 17 out of the 20
yearsimmediately prior to the tax year of assessment,
this personis considered domiciledin Cyprus.

Partnership

Partnershipsis not a frequently used vehicle for holding
real estatein Cyprus.

The final taxable income whichis calculated for such type
of business formis attributed to each individual partner in
accordance with the partnership agreement regarding
the distribution of profits. Therefore, each partneris
taxed based on the personal taxation rates as mentioned
above.
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Vehicles for Cyprus real estate
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Joint ventures

A Joint Venture can be a company or partnership, andits
tax treatment will follow the same principles as that of its
underlying structure.

A joint ventureis normally a cooperative enterprise
enteredinto by two or more business entities to
accomplish a specific project or other business activity. The
reason for ajoint venture is usually a specific construction
project. Itis not usualin Cyprus to use a Joint Venture to
generate rentalincome.

Alegal arrangement whereby the owner (settlor) of an
immovable property situated anywhere places such
property under the management and control of a trustee.

The trustee administers the said property for the benefit of
the beneficiaries, so the trust’'s benefits belong to the
beneficiaries and not to the trustee.

Theincome of a Trust is assessedin the name of the
Trustee who acts as arepresentative of the beneficiaries.

Since the beneficiaries are entitled to the Trust's income,
they are also entitled to tax on thatincome. Therefore, the
trusteeis responsible for distributing the income to the
beneficiaries net of any Cypriot tax.

The taxation of the income of a Trust depends on the tax
residency of the beneficiaries and where the income comes
from.

The beneficiaries are entitled to all the tax exemptions and
deductionsrelating to theirincome asif they were
receiving theincome directly.

The normalrules of Cyprus taxation apply to allresidency
statuses, e.g., Cyprus tax resident and domiciled individual,
Cyprus tax resident and not domiciled individual, Non-
Cyprus tax resident individual, Cyprus tax resident
company, and Non-Cyprus tax resident company.

The tax residence of the trusteeisirrelevant to the
determination of the taxability of the Cyprus Trust Income.

12
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Specific real estate vehicles for Cyprus real estate

Real Estate Alternative Investment Funds

There are Cyprus real estate funds whose investment portfolios will comprise rental properties, and whose units willbe
offered predominantly to foreign real estate investors.

Funds whose management and controlis exercised in Cyprus are considered tax residents and are subject to taxationin
Cyprus.

In cases where the funds have compartments, each compartment is taxed separately.

No Capital Gains Tax applies on the sale or redemption of units in funds unless the funds ownimmovable property in Cyprus.
However, if a fund owns the immovable property, no Capital Gains Tax appliesif this fundis listed on a recognised stock
exchange.
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Direct Purchase of Real Estate

This paragraph discusses the mostimportant tax implications of the direct purchase of real estate.

It discusses the impact on resident individuals and non-resident individuals, and then the impact on resident companies and

non-resident companies.

Resident individuals

Transfer Taxes

Real Estate Transfer Fees areimposed by the Land
Registry Office to transfer freehold ownership to the
name of the Purchaser. The transfer fees are due for
payment when the transfer of the Title Deed in the name
of the Purchaser takes place. The Purchaser is solely
responsible for the payment of the Transfer Fees. The
rates are ona graduated scale.

Transfer fees do not apply to real estate transactions on
which VAT has beenimposed. A 50% discount is provided
on acquisitions of properties that are not subject to VAT. In
the case of company reorganisations, transfers of
immovable property are not subject to transfer fees.

Value-added tax

As amainrule, the acquisition of real estate onresale
termsis exempt from VAT.

However, the acquisition of a new immovable property is
subject to astandard VAT rate of 19%. “New" immovable
properties are those which are supplied for first use.

As of 10ctober 2011, contracts conducted that relate to
acquisitions and/or constructions of residential properties
to be used as the primary place of residence of any citizen
(Cypriot or not) attract areduced VAT rate of 5%. The
residents shall prove that they intend to stay there for at
least the next 10 years.

In such cases, the reduced rate of 5% applies to the first
200 square meters of the residence’s buildable area. In
cases where the residenceis more than 200 square
meters, the standard rate applies to the remaining.

As of 8 June 2012, evenresidents of non-EU Member
States are eligible persons, provided that the residence will
be used as their primary and permanent place of residence
inthe Republic.

Stamp duty

Inthe case of areal estate acquisition, the acquirer is
required to pay Stamp Duty on the contract at arate
between 0% and 2%.
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Non-resident individuals

The non-resident individuals are treated in the same
manner as the resident individuals.

Resident companies

Transfer Taxes
The samerules as for resident individuals apply.
Value-added tax

The acquisition of new real estateis subject toa
standard VAT rate of 19%. The reduced rate of 5% as
described for resident individuals is not applicable to
companies.

Non-Resident companies

Transfer Taxes
The samerules as for resident companies apply.
Value-added tax

The acquisition of new real estateis subject to a
standard VAT rate of 19%, and the acquirer is liable to
pay the VAT.
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Indirect Purchase of Real Estate

This paragraph discusses the mostimportant tax implications of the indirect real estate purchase.

It discusses the impact on resident individuals and non-resident individuals first, and then on resident companies and non-
resident companies.

Resident individuals Resident companies

Transfer taxes The samerules as for resident individuals apply.

No rules apply for transfer taxes when a purchase of real
estateis executedindirectly. N on- ReSid ent com pa n | es

Personal income tax The samerules as for resident companies apply.

No rules apply for personalincome taxes when a purchase
of real estateis executed indirectly.

Dividend withholding tax

No rules apply for dividend withholding tax when a
purchase of real estateis executed indirectly.

Non-resident individuals

The samerules as for the resident individuals apply.

RSM Cyprus - Cyprus Real Estate Tax'Guide 2025
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Direct Holding of Real Estate

This section discusses the most important tax implications
of the direct holding of real estate.

It discusses the impact on resident individuals and non-
resident individuals first, and then on resident companies
and non-resident companies.

Resident individuals

Personal income tax

Income derived from real estate, such as rentalincome, is
subject to personalincome tax up to 35%, Special Defence
Contribution (if the resident individual is also domiciledin
Cyprus) at arate of 3% on 75% of rental income, and
contributions to the General Health System at arate of
2.65%.

Deductlbility of costs, interest, and depreciation

A 20% discount on gross rentalincome, capital allowance
costs, interest costs, and maintenance costs are deductible
from rentalincome. Capital allowances are prescribed fixed
rates of depreciation: 3% straight line for commercial
buildings and 4% straight line for industrial buildings. Land is
excluded.

Repairs and renovations on private residences

Private residencerepairs and renovations enjoy areduced
5% VAT, which applies to all residences that necessarily need
toberepairedor renovated.

Thereis a condition, though, that a period of 3 years has
lapsed from the first day the residence was used. In cases
where the value of the materialsintended to be usedin the
renovation and repair works exceeds by more than 50% the
value of the services, then the value of these materials is
subject to the standard VAT rate.

As of 20 August 2020, it also applies to such services
provided for the purposes of making additions to private
residences.

Losses — carry back/forward

Thereis no possibility for carry back/forward.

Non-resident individuals

Non-resident individuals are treated in the same way
asresidentindividuals.

RSM Cyprus - Cyprus Real Estate Tax Guide 2025
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Direct Holding of Real Estate (o)

Resident companies

Corporate income tax

Businessincome, such as rentalincome, is subject to
corporateincome tax. Profits are taxed at the corporate
income tax rate of 12.5%. The Special Defence
Contribution also applies at the rate of 3% on 75% of the
gross rentalincome.

Deductibility of costs, interest and depreciation

Capital allowances are granted, and interest paid on the
acquisition of the rented property is also allowed.

A company can deduct allexpenses attributed to the
generation of the rentalincome to the extent that such
expenses are related to the rentalincome (i.e. repairs and
maintenance).

Anti-tax avoidance directive

The Anti-Tax Avoidance Directive (ATAD) is a directive
published by the OECD that will be implemented by
European countries.

Cyprus alsoincorporated the Directive inits domestic
legislation. It has already implemented interest limitation
rules for loans from low-tax jurisdictions.In 2020, Cyprus
voted into law the Exit Taxation rules and Hybrid
Mismatch Rules as part of the Country’s harmonisation
with the OECD’s Anti-Tax Avoidance Directive.

Losses — carry back/forward

Losses that cannot be set off against other incomein a tax
year are carried forward and set off against tax-adjusted
profits for the next 5 years. Losses cannot be carried
back.

Theloss of one company can be set off against the profits
of another company, provided the two companies are
Cyprus tax residents of a “tax group”.

RSM Cyprus - Cyprus Real Estate Tax Guide 2025

A group Is formed If:

= A Cyprus tax resident company directly or indirectly
holds at least 75% of the voting rights of another
Cyprus tax resident company, or

= Both companies are at least 75% owned by a third
company.

As of 1January 2015, the interposition of a non-Cyprus
tax-resident company will not affect its eligibility for
group relief if it remains tax resident in either an EU state
or a country with which Cyprus maintains a tax treaty or a
bilateral or multilateral agreement for information
exchange.

Non-Resident companies

Non-resident companies are taxed on their Cyprus-
sourceincome only.

Rentalincomereceivedin Cyprus for anon-resident
company is computed in the same way as for resident
companies.Itis also taxed at the samerate of
corporation tax as the income of the resident companies,
i.e.12.5%.

Special Defence Contribution does not apply to non-
resident companies.
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Indirect Holding of Real Estate

This paragraph discusses the most important tax implications of the indirect (shares) holding of real estate.

It discusses the impact on resident individuals and non-resident individuals first, and then on resident companies and non-

resident companies.

Resident individuals

Personal income tax

Individuals who hold sharesin a Cyprus company may
receive dividend income. Dividend income s not taxable
for personalincome tax.

Special Defence Contribution

Dividends are subject to Special Defence Contribution at
17% for individuals who are also domiciled in Cyprus.

Non-resident individuals

Personal income tax

No personalincome tax applies to non-resident
individuals. The dividend income is not taxable in
Cyprus.

Speclal Defence Contribution

The Special Defence Contribution applies only to
taxpayers who are both tax residents and domiciledin
Cyprus. A non-resident individual is thus not subject to
the Special Defence Contribution.

Resident companies

Corporate income tax

As well as resident individuals, the dividend income
for resident companiesis not taxable for corporate
income tax.

Special Defence Contribution

The actual dividend income received from another
Cyprus tax resident company is not subject to the
Special Defence Contribution.

The same applies in case dividend incomeis received
from anon-resident company. However, if the
dividend falls under the non-exemption rule, the
Special Defence Contribution applies.

The non-exemptionruleis as follows.
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Exemption from Speclal Defence Contribution does not
apply If:

= The paying company engages directly or indirectly, more
than 50% of activities that lead to investmentincome,
and

= Theforeign tax burdenis significantly lower than that of
Cyprus. Significantly lower means an effective tax rate
lower than 6.25% on the profit distributed

Anti-Tax Avoidance Directive

The Anti-Tax Avoidance Directive (ATAD) is a Directive
published by the OECD that European countries have
implemented.

Cyprus alsoincorporated the Directive inits domestic
legislation.

Cyprus has already implemented interest limitation rules for
loans from low tax jurisdictions. During 2020, Cyprus voted
into law the Exit Taxation rules and Hybrid Mismatch Rules,
as part of the Country's harmonisation with the OECD's
Anti-Tax Avoidance Directive.

Fiscal unity

Theloss of one company can be set off against the profits of
another company, provided the two companies are Cyprus
tax residents of a “tax group'. A group is formed if:

= A Cyprus tax resident company directly or indirectly
holds at least 75% of the voting rights of another Cyprus
tax resident company, or

= Both companies are at least 75% owned by a third
company

As of 1January 2015, the interposition of a non-Cyprus tax
resident company will not affect its eligibility for group relief
if such a company remains tax resident in either an EU state
or ina country with which Cyprus maintains a tax treaty or a
bilateral or multilateral agreement for information exchange.

Non-Resident Companies

Non-resident companies are taxed only on their Cyprus-
sourceincome. Rentalincome received in Cyprus for anon-
resident company is computed in the same way as for resident
companies. Itis also taxed at the samerate of corporation tax
as theincome of the resident companies, i.e. 12.5%.
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Resident individuals

Direct Sale of Real Estate
| Resident individuals |

Capital gains

The factors behind the sale of areal estate need to be
analysed. If the individualis considered to be a trader,
thenincome tax applies at the progressive tax system
(Upto 35%).

If the individualis considered not to be a trader, then
capital gains tax at 20% applies.

Levy on the sale of real estate

Upon the transfer of the real estate, the seller is obliged
topay alevy of 0.40% to the Tax Department.

With respect to a direct transfer of real estate, the levy
applies to the sale amount.

VAT /transfer tax

As arule, the supply of immovable property onresale
termsis exempt from VAT.

However, the supply of new immovable property is
subject to VAT at the standard rate of 19%. “New"
immovable properties are those which are supplied for
first use.

Leases of immovable property attract VAT at the
standardrate of 19% when thelesseeis a taxable person
andis engagedin taxable activities by at least 90%.

The lessor has the right to opt not to impose VAT on the
specificproperty. The optionisirrevocable.

Sale of non-developed building land

As of 2 January 2018, sales of non-developed building
land attract VAT at the standard rate of 19%. Non-
developedlandislandintended for the construction of
one or more structures that should be usedin carrying
out a business activity.

VAT does not apply to purchases or sales of land located
inlivestock zones or areas not intended for
development.

RSM Cyprus - Cyprus Real Estate Tax Guide 2025
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Leases of immovable property which effectively
transfer the risks and rewards of ownership of
immovable property

As of TJanuary 2019, leases of immovable property
which effectively transfer the risks and rewards of
ownership of immovable property are supplies of goods.
They also become subject to VAT at the standard rate.

Transfer fees do not apply on transactions of real estate
on which VAT has beenimposed.

A discount of 50% is provided on acquisitions of
properties that are not subject to VAT.

In the case of companies' reorganisations, transfers of
immovable property are not subject to transfer fees.
The Purchaseris solely responsible for the payment of
the Transfer Fees. Therates are on a graduated scale.

Losses

Lossesincurred on the sale of real estate by anindividual
who does not carry out businessin trading real estate
are not taken into consideration for tax purposes.

However, losses made by anindividual who carries out
business as a sole trader are includedin the personal tax
return of the individual and set off against any other
taxableincome. Any losses that have not been set off
canbe carried forward for 5 years.

Non-resident individuals

Non-resident individuals are treated in the same way
asresidentindividuals.
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Direct Sale of Real Estate (on)

Resident Company

Capital gains

As well as with individuals, the factors behind the sale of
real estate need to be analysed. If the company is
trading in real estate as abusiness activity, then
corporation tax applies at the rate of 12.5%.

Otherwise, capital gains tax at 20% applies.

Levy on the sale of real estate

As withindividuals, upon the transfer of real estate, the
selleris obliged to pay alevy of 0.40% to the Tax
Department. Inrespect of a direct transfer of real estate,
thelevy applies to the sale amount.

VAT /transfer taxes

The samerules apply to resident individuals.

Deferral of tax/reinvestment reserve

Not applicable.

Losses

Lossesincurred once the company undertakes business
activities can be carried forward for the next five years.

If the company is not considered to be undertaking
trading activities onreal estate, any capitallosses canbe
set off against future capital gains with no year
restriction.

RSM Cyprus - Cyprus Real Estate Tax Guide 2025

Non-Resident Companies

Companies that are not tax residentsin Cyprus are subject
to taxationin the Republic for any Cyprus-sourced business
income or from any income generated through a Permanent
Establishment (PE) maintained in Cyprus.

Any PE profits may include profits generated in Cyprus
and/or any foreign profits relating to that PE.

A PE of anon-resident company is treated as a separate
entity andis allowed all the tax allowances and deductions
applicable to Cyprus-registered entities.

The definition of PEs in the Cyprus Income Tax Law follows
the definition provided by the OECD Model Tax Convention,
Article 5, Permanent Establishment.

Cyprus Income Tax Law defines a Permanent Establishment
as:

a. Afixed place of business through which the business of
an enterpriseis wholly or partly carried on.

b. Theterm especially includes:
i, A place of management;
ii. abranch;
iii. anoffice;
iv. afactory;
v. aworkshop;or

vi. amine, anoil,and gas well,a quarry, or any
other place of extraction of naturalresources.

A PEis not a fixed place where preparatory or auxiliary
services are carried out.

A non-resident company or a PE of a non-resident company
trading in real estate as its business activity in Cyprus will be
subject to anormal corporation tax of 12.5% for any taxable

profits generatedin the Republic.

Otherwise, any capital gains generated by selling real estate
under non-trading conditions are subject to a 20% Capital
Gains Tax.
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Indirect Sale of Real Estate

Resident individuals

Capital gains

The sale of sharesina company that owns real estatein
Cyprusis subject to 20% capital gains tax.

Levy on the sale of real estate

Uponthe transfer of real estate, the seller is obliged to
pay alevy of 0.40% to the Tax Department.

inrespect of anindirect transfer or areal estate, the levy
is calculated on the latest general valuation of the
property attributed to the shares disposed.

Special Defence Contribution

Dividends are subject to Special Defence Contribution at
17%.

VAT / Transfer Tax

No VAT implications exist. Neither transfer taxes apply
onthe sale of shares.

Non-resident individuals

The non-resident individuals are treated in the same
manner as resident individuals.

RSM Cyprus - Cyprus Real Estate Tax Guide 2025

Resident Company

Capital gains

The sale of sharesin a company that owns real estate
situatedin Cyprus is subject to capital gains tax at the
rate of 20%.

The sale of shares is not subject to corporation taxin
Cyprus.

Additionally, the dividend income to be received from
the profits earned from the sale of real estate is exempt
from both corporation tax and Special Defence
Contribution.

VAT/ Transfer Tax

No VAT implications exist. Neither transfer taxes apply
onthe sale of shares.

Non-Resident Companies

The sale of sharesin a company that owns real estatein
Cyprusis subject to 20% capital gains tax.

Sale of shares are not subject to corporationtaxin
Cyprus.

Additionally, the dividend income to be received from
the profits earned from the sale of real estate is exempt
from both corporation tax and Special Defence
Contribution.

However, if the dividend falls under the non-exemption
rule, the Special Defence Contribution applies.
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(CYPRUS REAL ESTATE TO CYPRUS COMPANY)

Resident Company

Capital gains

The factors behind the sale of real estate need to be
analysed.If the companyis trading inreal estate asa
business activity, then corporation tax applies at the
rate of 12.5%.

Otherwise, capital gains tax at 20% applies.

Levy on the sale of real estate

Upon the transfer of real estate, the seller is obliged
to pay alevy of 0.40% to the Tax Department.In
respect of adirect transfer of real estate, the levy
applies to the sale amount.

VAT/Transfer tax

Generally, the supply of immovable property on
resale termsis exempt from VAT.

However, the supply of a new immovable property
is subject to VAT at the standard rate of 19%. “New"
immovable properties are those which are supplied
for first use.

Leases of immovable property attract VAT at the
standardrate of 19% when the lesseeis a taxable
personandis engaged in taxable activities by at
least 90%.

The lessor has the right to opt not to impose VAT on
the specific property. The optionisirrevocable.

Sale of non-developed building land

As of 2 January 2018, the sale of nhon-developed
building land attracts VAT at the standard rate of
19%.

The definition of non-developed landincludes land
intended for the construction of one or more
structures that should be usedin carrying out a
business activity.

VAT does not apply to purchases or sales of land
locatedin livestock zones or areas not intended for
development.

Leases of immovable property which effectively
transfer the risks and rewards of ownership of
immovable property

As of 1January 2019, leases of immovable property which
effectively transfer the risks and rewards of ownership of
immovable property are considered to be supplies of goods.
They also become subject to VAT at the standard rate.

Transfer fees do not apply to real estate transactions on
which VAT has beenimposed. A 50% discount is provided on
acquisitions of properties that are not subject to VAT.

In the case of company reorganisations, transfers of
immovable property are not subject to transfer fees.

Fiscal unity

Theloss of one company can be set off against the profits of
another company, provided the two companies are Cyprus
tax residents of a “tax group”.

A groupis formedif:

= A Cyprus tax resident company directly or indirectly
holds at least 75% of the voting rights of another Cyprus
tax resident company, or

= Both companies are at least 75% owned by a third
company.

As of 1January 2015, the interposition of a non-Cyprus tax-
resident company will not affect its eligibility for group relief
if such a company remains tax resident in either an EU state
or a country with which Cyprus maintains a tax treaty or a
bilateral or multilateral agreement for information exchange.

Reorganisation

No capital gains tax appliesin case of an approved
reorganisation scheme.

Additionally, in the case of companies’'reorganisations,
transfers of immovable property are not subject to transfer
fees.

Non-Resident Companies

Non-resident companies are treated in the same way as
resident companies. A company whichis not residentin
Cyprus but has a permanent establishment in the Republic can
opt to be treated as aresident company.

RSM Cyprus - Cyprus Real Estate Tax Guide 2025
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(CYPRUS REAL ESTATE TO CYPRUS COMPANY)

Resident Company

Capital gains

The sale of shares in a company that owns real estate
situatedin Cyprus is subject to capital gains tax at the
rate of 20%.

Levy on the sale of real estate

Upon the transfer of real estate, the seller is obliged to
pay alevy of 0.40% to the Tax Department. Inrespect of
anindirect transfer of real estate, the levy is calculated
on the latest general valuation of the property
attributed to the shares disposed of.

VAT / Transfer tax

No VAT implications exist. Neither transfer taxes apply
on the sale of shares.

Non-Resident Companies

The sale of sharesin a company that owns real estate
situatedin Cyprus is subject to capital gains tax at the rate
of 20%. Sale of shares are not subject to corporation tax
in Cyprus.

RSM Cyprus - Cyprus Real Estate Tax Guide 2025
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Direct Transfer Intra Concern

(CYPRUS REAL ESTATE TO FOREIGN COMPANY)

Resident Company

Capital gains

The factors behind the sale of real estate need to be
analysed.If the companyis trading inreal estate asa
business activity, then corporation tax applies at the
rate of 12.5%.

Otherwise, capital gains tax at 20% applies.

Levy on the sale of real estate

Upon the transfer of real estate, the seller is obliged to
pay alevy of 0.40% to the Tax Department. Inrespect of
adirect transfer of real estate, the levy applies to the
sale amount.

VAT/Transfer tax

Generally, the supply of immovable property onresale
termsis exempt from VAT.

However, the supply of a new immovable property is
subject to VAT at the standard rate of 19%. “New"
immovable properties are those which are supplied for
first use.

Leases of immovable property attract VAT at the
standardrate of 19% when the lessee s a taxable person
andis engaged in taxable activities by at least 90%.

The lessor has the right to opt not to impose VAT on the
specificproperty. The optionisirrevocable.

Sale of non-developed building land

As of 2 January 2018, the sale of non-developed building
land attracts VAT at the standard rate of 19%.

The definition of non-developed landincludes land
intended for the construction of one or more structures
that should be used in carrying out a business activity.

VAT does not apply to purchases or sales of land which
islocatedinlivestock zones or areas which are not
intended for development.

Leases of immovable property which effectively
transfer the risks and rewards of ownership of
immovable property.

As of TJanuary 2019, leases of immovable property which
effectively transfer the risks and rewards of ownership of
immovable property are considered to be supplies of goods.
They also become subject to VAT at the standard rate of
19%.

Transfer fees do not apply to real estate transactions on
which VAT has beenimposed. A 50% discount is provided on
acquisitions of properties that are not subject to VAT.

In the case of company reorganisations, transfers of
immovable property are not subject to transfer fees.

Losses

Losses incurred once the company undertakes business
activities can be carried forward for the next five years. If
the company is not considered to be undertaking trading
activities onreal estate, any capitallosses can be set off
against future capital gains with no year restriction.

Fiscal unity

Theloss of one company can be set off against the profits of
another company, provided the two companies are Cyprus
tax residents of a"tax group”. A group is formedif:

= A Cyprus tax resident company directly or indirectly
holds at least 75% of the voting rights of another Cyprus
tax resident company, or

= Both companies are at least 75% owned by a third
company.

As of T1January 2015, the interposition of a non-Cyprus tax-
resident company will not affect its eligibility for group relief
if such company remains tax resident in either an EU state or
a country with which Cyprus maintains a tax treaty or a
bilateral or multilateral agreement for information exchange.

Non-Resident Companies

Non-resident companies are treated in the same way as
resident companies. A foreign company may wishto setup a
presence in Cyprus through permanent establishments.

RSM Cyprus - Cyprus Real Estate Tax Guide 2025
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(CYPRUS REAL ESTATE TO FOREIGN COMPANY)
Resident Company Non-Resident Companies

Capital gains Non-resident companies are treated in the same way as
resident companies. A foreign company may wish to set up
presencein Cyprus through permanent establishments.

The sale of shares in a company that owns real estate
situatedin Cyprus is subject to capital gains tax at the
rate of 20%.

Levy on the sale of real estate

Upon the transfer of real estate, the seller is obliged to
pay alevy of 0.40% to the Tax Department. Inrespect of

Transfer Cyprus Real

anindirect transfer of areal estate the levy is calculated E State to a n E U
Company

on the latest general valuation of the property
attributed to the shares disposed.

VAT/Transfer tax
If the transferor's home jurisdictionis in the
European Union, the liability to tax on the capital
gains may be avoidable if the merger and
acquisition provisions apply.

No VAT implications exist. Neither transfer taxes apply
on the sale of shares.

Losses Several detailed conditions apply, which can be
Lossesincurred once the company undertakes business foundin the Council Directive of 19 October
activities can be carried forward for the next 5 years. In 20009.

case when the company is not considered as
undertaking trading activities on real estate, any capital
losses can be set off against future capital gains with no
year restriction.

Fiscal unity

Theloss of one company can be set off against the
profits of another company, provided the two
companies are Cyprus tax residents of a "“tax group”.

A groupis formedif:

= A Cyprus tax resident company directly or indirectly
holds at least 75% of the voting rights of another
Cyprus tax resident company, or

= Both companies are at least 75% owned by a third
company.

As of 1January 2015, the interposition of a non-Cyprus
tax resident company willnot affect its eligibility for
group relief if such company remains tax resident in
either an EU state or in a country with which Cyprus
maintains a tax treaty or a bilateral or multilateral
agreement for information exchange.

RSM Cyprus - Cyprus Real Estate Tax Guide 2025
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The Power of Being Understood

In a world of complexity and uncertainty, changeis both
inevitable and vita. We exist to empower our clients
and our people for the future and give them the
confidence to Take Charge of Change.

In this fast-paced environment, you need advisers who
think ahead and respond quickly to your changing
needs. We will help you anticipate, understand and plan
for unforeseen change.

RSMis one of the world's leading assurance, tax and
consulting networks, with firms in 120 countries,
including the world's top 40 major business centres,
and a workforce of over 64,000 people in 820 offices.

Our roleis to support our clientsin better
understanding their businesses, overcoming
challenges, and achieving their aspirationsin order to
deliver insights tailored to your precise needs.

At RSM, we help clients overcome new challenges,
embrace change and adapt to thrive. By working,
together, creating deep insights, combining world-
class technology and real-word experience, we deliver
understanding that's unmatched and confidence that
builds. For a changing world. For the future. For all.

of 6%* to USS10bn**

> 80% of RSM Member Firms experience revenue growth in local currencies

>RSM US and RSM UK pursue transformative merger
to strengthen global client offering

> Strategic integration of Member Firms heralds new
chapter in Central America

> Seven European acquisitions increase RSM footprint
and support 8% increase in regional
feeincome

e income USS$9.4bn
wth percentage calculated using
ncy conversions

Experience the Power of Being Understood is the
principle we support and follow.

Whether serving public sector organisations, owner-
managed businesses, private individuals, or companies
with overseas operations, our purposeis to assist and
advise them on moving forward with confidence and
realising their business objectives.

We aim to fully understand your needs and business
requirements to deliver the best possible advice,
guidance, and solutions based on your industry
requirements, market trends, business objectives and
strategies.

We follow the norm of building strong, long-term
relationships with our clients and being part of their
business to support them on what matters most.

Mutual respect, integrity, teamwork, confidentiality,
stewardship, and the delivery of excellent quality
services are the core values we serve and apply.

RsMstatistics

8900 =
8120 ==
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A few words about RSM Cyprus

RSM Cyprus is amongst the leading providers of
professional services. Our Firm offers a
comprehensive range of services, including
assurance, tax, and consulting, from our offices in
Limassol, Paphos and Nicosia. Over the years, we
have provided our services to local and international
clients across various industries, i.e., tourism,
manufacturing, energy, real estate and construction,
shipping, insurance, retail and consumer products,
trading, information communication and technology,
financial services etc.

Bespoke assurance, tax and
consulting services from RSM
Cyprus

Our professional team has extensive experiencein
assurance, tax and consulting services across
industries and business types. When it comes to your
business, be assured that our team of auditors, tax
and financial consultants will thoroughly analyse your
requirements, understand your business needs, and
deliver the most effective advice, guidance, and
financial auditing solutions.

Our commitment

We devote time, thought and energy to
understanding you and your organisation’s needs. We
commit ourselves in your business to understand who
you are, your needs, and your goals to help you move
forward with confidence.

With dedicated teams, we are fully equipped to assist
your business with its assurance, tax and consulting
needs. Our teams have an excellent knowledge of the
economiclandscape of Cyprus, as well as the cultural,
linguistic, legal and financial environments. As a
member firm of the RSM Network, we are able to
provide seamless and high—quality services for both
national andinternational organisations by sharing the
best practices, expertise, ideas and insights of our
most senior professionals. We bring our expert local
and globalknowledge and resources to your business
so you feelunderstood and empowered.

RSM Cyprus - Cyprus Real Estate Tax Guide 2025

How we can help your organisation
Audit and assurance services

Responding to today’s business needs, we are
constantly investing inimproving control methods
while, at the same time, following each sector’s
developments closely. Our extensive market
knowledge and audit experience enable us to provide a
transparent and unbiased view of your company’s
operations according to International Financial
Reporting Standards and International Accounting
Standards.

Tax Services

In arapidly changing environment, we provide
customised tax advisory and compliance solutions. Our
tax advisors have the knowledge to identify and define
your business and personal tax obligations according
to tax regulations. Thus, they are able to advise you on
tax-efficient corporate structures by considering your
specificrequirements,industry, and business type.

Consulting Services

As one of the leading assurance, audit, tax and
consulting firms, we are able to identify and prioritise
theissues you need to solve while tackling industry
challenges and mitigating future risks. Therefore, our
financial consultants offer a broad range of consulting
and business planning services, including, amongst
others, mergers and acquisitions, business
development and planning, business evaluation, etc.
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RSM Cyprus Business Insights & News

The RSM Cyprus Business Insights and News is our professional assurance, tax and consulting
the most direct way to receive potential advisors of RSM Cyprus will share them with you
changes, insights and news of the business and be available to discuss your concerns and
environment that may affect your personal questions by arranging a private consultation.

affairs or your company's operations. Please select the areas that best fit your needs

from the provided options, and rest assured that

When there are Important news and your information willnot be shared with anyone
information about: else or usedfor any other reason except the ones
specified.

Economic and corporateinsights
At any moment, you can change your preferences
by following the link that is always available at the
= Taxnews footer of the RSM Cyprus Business Insights and

= RSMnews News.

= Consulting insights

= Financial Services and regulatory updates

= HRadvisory

Helping you embrace change

and adapt to thrive.
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ASSURANCE | TAX | CONSULTING

RSM

LIMASSOL OFFICE
131, Gladstonos str, Kermia Court, 2" floor, CY-3032,
Limassol, Cyprus

PAPHOS OFFICE
56, Georgiou Griva Digeni Avenue, 2nd & 3rd floor,
CY-8047, Paphos, Cyprus

NICOSIA OFFICE

36, Griva Digeni Avenue & 5, Deligiorgi str., Lapithio
Tower, 5th floor, CY-1066, Nicosia, Cyprus

T:+357 25204 000

E: Info@rsmcyprus.com
W: rsmcyprus.com

RSM Cyprus Limited is a member of the RSM network and trades as RSM. RSM is the trading name used by the members of the RSM network. Each member of the
RSM network is an independent accounting and advisory firm each of which practices in its own right. The RSM network is not itself a separate legal entity of any
description in any jurisdiction. The RSM network is administered by RSM International Limited, a company registered in England and Wales (company number 4040598)
whose registered office is at 50 Cannon Street, London, EC4N 6JJ. The brand and trademark RSM and other intellectual property rights used by members of the network
are owned by RSM International Association, an association governed by article 60 et seq of the Civil Code of Switzerland whose seat is in Zug.

© RSM Cyprus, 2025
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