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Welcome to RSM's
Cyprus Tax Facts Guide

The past recent years have been very challenging and a
“crash test”, Imay see, on the economies resilience and
systems flexihility.

The pandemic disturbed the world's order and forced
businesses and individuals to discover new methods to
stay connected, agile, and operational.

The Republic of Cyprus, via its pandemic relief
measurements, has proceeded with the implementation
of tax regulations amendments in an attempt to lessen
the financial pressure and burdens of the post-pandemic
effects onindividuals and corporate entities.

The RSM Cyprus Tax Facts 2022 annual comprehensive
edition includes updates for individuals and businesses on
the latest Cyprus tax legislation. It intends to serve as a
reference tool to taxpayers’ who wish to acquire
information about their personal tax, corporate tax,
special defence contribution, capital gain tax, VAT, real
estate transfer fees, socialinsurance, general healthcare
system contributions, Cyprus double taxation treaties as
well as submission deadlines. Allinformation are based on
Cypriot legislation and tax practices as of the date of
publication. However, this publication is only intended to
provide general information and in no way can substitute
any specialised professional advice.

Our team of Certified Public Accountants, who are
experts in their field and have many years of experience
in providing audit, tax and consulting services, are
committed to helping you overcome today’s challenges
and move forward with confidence.

This is The Power of Being Understood.

A Who We Are

A RSM Cyprus Business Insights & News
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George Themistocleous
CEO| Managing Partner
RSM Cyprus Ltd
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PERSONAL TAXATION

BASIS OF TAXATION

Individuals who claim themselves Cyprus tax residents are
taxed on their worldwide income accruing or arising from all
sources. Where persons are not Cyprus tax residents, taxis
imposed on specificincomes accrued and arising from certain
sources (Cyprus sourced generated income).

Cyprus tax resident is a person who physically resides in
Cyprus more than 183 days in aggregate during a calendar
year. These days do not have to be consecutive, however they
must be during the same calendar year. In addition to the
classic definition of Cyprus tax resident, the '60-days rule’
introduced in the Cyprus Tax Law as from 1January 2017. An
individual will then be considered as a Cyprus tax resident, if
she/he satisfies either the existing "183-days rule’ or the '60-
daysrule'. The '60-days rule’ applies to persons who in the
relevant tax year:

1. Donotreside in any other state for more than 183 days in
aggregate.

Are not considered tax residents in any other state.

Spend at least 60 days in Cyprus.

Own orrent a permanent home in Cyprus.

Are employed in the Republic or hold an office, as Directors,
in alegal person who is tax resident in Cyprus at any time
during the calendar year. Also, a person who exercises
business activities in the Republic can satisfy the
conditions to be considered as a Cyprus tax resident.

A~ WN

If any of the above (holding of office, exercise business
activities or employment) terminates during the year, the
individual ceases to be considered as Cyprus Tax resident.

For purposes of calculating the days of presence in Cyprus the
following are important:

A The day of departure from the Republic is considered as a
day out of the Republic.

A The day of arrival in Cyprus is considered a day in Cyprus.

A Arrivalin and departure from Cyprus in the same day is
considered aday in Cyprus.

A Departure from and arrival in Cyprus in the same day is
considered a day outside Cyprus.
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Notes:
1. Dueto 2020 Covid19 travelling

restrictions, it has been established
that the period from 21March 2020
until 9 June 2020, should not be taken
under consideration for the
calculation of days to establish a tax
residence in Cyprus. Therefore, the
periods that should be considered for
the above provisions should be the
period prior to 21March 2020 and
after 9 June 2020. This is governed
by the non-binding guidance issued
by the OECD and followed by the
Cyprus Tax Department. However,
each taxpayer has the option to elect
whether to apply the relevant
Directive.

. Asfrom 2021, the preparation and

submission of the personal tax
returns of the tax year 2020
becomes mandatory for all
taxpayers. Exemption from that rule
will be given to certain categories of
taxpayers that will be determined by
adecreeissued by the Council of
Ministers.

PERSONAL TAX RATES

The applicable rates for personalincome tax rates for the year 2021are as follows:

Chargeable income for the year (€) Taxrate (%)
First 19.500 0
From 19.501 to 28.000 20
From 28.001 to 36.300 25
From 36.301 to 60.000 30
Over 60.000 35

Pension incomes of a Cyprus tax resident are Widow(er)'s pension
taxed at 5% flat onincomes over €3.420.
However, on an annual basis the taxpayer is free
to elect to be taxed at the normal tax rates and

bands as described above.

sourced from Cyprus is taxed

separately at 20% if it exceeds €19.500. The taxpayer,
however, on an annual level can elect to add the
pension on the totalincome and be taxed at the normal
tax rates and bands as described above.

>
—
EXEMPTIONS
The following types of income are exempt from
income tax: =3 U/
Type of Income Exemption Note
Interest income, except for interest income incurred The whole
due to ordinary course of business or closely linked amount 1
to the ordinary business of an individual
Dividends fhe whole 1
amount
Remuneration from any kind of employment in Cyprus by individuals who
prior to that employment were not tax residents of Cyprus. This exemption
is given provided the remuneration exceeds the €100.000 per annum. The
exemption ultimately applies for 10 years, commencing from 1January 2012. 50% of the

For employments commencing on or after 1January 2015, the exemption is
not applied in case the individual was tax resident of Cyprus for the 3 out of 5
years immediately preceding the year of his/her employment. In some
cases, it might be possible to claim this exemption where the income is below
€100.000

remuneration
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Notes:
Type of Income Exemption Note

3. The'Securities’ terminclude shares, bonds, debentures, founders' shares and other securities of companies
Cyprus by individuals who were not Cyprus tax or other legal elnt|t|es, mcorporated in thg Repubhc or ablrload and opt|0|l’1ls thereon. Additionally, the ternj,l
residents the year before their employment among others, includes options on Securities, short positions on Securities, futures/forwards on Securities,
commencement. For individuals who commenced . . swaps on Securities, depositary receipts on Securities (ADRs, GDRs), rights of claim on bonds and
employment during 2012 until 2025, the exemption is 20% of the rgmunergtlon earlned or debentures (rights oninterest of these instruments are not included), index participations only if they result
: e €8.550, whicheverislower in each o . o .
applicable for 5 years and specifically from the tax year J on Securities, repurchase agreements or Repos on Securities, units in open-end or close-end collective
after the year of their employment. The last eligible year investment schemes. Circulars drafted from the Tax Authorities from time to time, also clarify specific

for the deduction is 2030. It is noted that, the particular types of participation in foreign entities which are considered as Securities.
exemption cannot be applied in addition to the above

50% exemption.

Remuneration from any kind of employment exercised in

4, Asof 1January 2020, the taxpayers who dispose qualifying IP assets, given
90-day rule: remuneration from services rendered to a that the transaction is of a capital nature, will not be subject to tax in Cyprus.
non-Cyprus tax resident employer or apermanent Where the transaction is deemed as being of a trading nature, then an

establishment outside Cyprus of a Cyprus taxresident accounting gain or loss should be calculated and taxed accordingly.
employer for more than 90 days in a tax year.

The whole amount

Gains of a permanent establishment registered outside
. . . The whole amount 2
the Republic (SLIbJeCt to COI’]dItIOI’]S). ___________________________________ -9

Lump sum payment on retirement, commutation of

. . L The whole amount
pension or compensation of death or injury.

Sums paid to individuals from payments to approved TAX DEDUCTIONS
funds e.g. prowdenlt ﬂ.mds' medical schemas etc and/or V2 el e it The following are deducted from income (expenses incurred wholly and exclusively to l
repayments from life Insurance schemas as well perform the duties of the profession, thus the production of the income, of each individual):
Gains from the disposal of securities. The whole amount 3
Capital gains from the disposal of a qualifying IP asset — The whole amount 4 Type of Expense Exemption Note
new regime.
Subscriptions to trade unions or professional bodies. The whole amount
Notes: Losses for current and previous financial years (relevant to
individuals required to present and submit audited annual The whol ;
1. Thedividends and interests mentioned above can however be subject to Special Defence Contribution, if financial statements). Only the losses of the current and the € wnole amoun
certain conditions are met — refer to Special Contribution for Defence Section. previous 5 years are deductible.

Rentalincome. o ;
2. Asfrom1July 2016, taxpayers are free to elect to tax the profits generated by a foreign permanent 20% of grossrentalincome

establishment, with a tax credit relevant to the tax already paid abroad on those profits generated by the
permanent establishment. There are transitional rules in place for cases where foreign permanent
establishments were previously exempt and subsequently were elected to be taxed on the profits earned.

Interest paid inrespect of rented property. The whole amount

Donations to approved charitable organisations

. . The whole amount
(with receipts).

Costsincurred in order to maintain buildings on which a Up to €1.200, €1.100 or
L Preservation Order has been issued (subject to conditions). €700 per square meter
- ™ (depending on the size of
N the building)
\ rd
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Type of Expense Exemption Note

Sum of: Social Insurance contributions, Contribution to
National Health System, Medical Fund contributions (should
not exceed the 1.5% of the remuneration), Pensions and
Provident Fund payments (should not exceed the 10% of the
remuneration) and Life Insurance Premiums (should be up to
7% of the insurable amount).

Up to1/5 of the taxable
income

Up to 50% of the taxable income

Investments in approved innovative small/medium sized as calculated prior to this 2

businesses (directly or indirectly) as from 1January 2017. deduction (subject to a maximum 3
of €150.000 per year)

Notes:

1. Incases where alife insurance policy was cancelled within 3 years from the day it was initially entered into
force,a 30% of the premiums allowed in previous years is now taxable. In cases where the cancellation
takes place within 4-6 years from the date the contract was initially issued, a 20% of the premiums is now
taxable.

2. Despite the initial duration of the present provision of taxation being three (3) years i.e. until 1January 2020, B ., ; Dedicated to ﬂ nd i ng the
F - best possible tax solution

it has been amended to extent until the 31st of June 2021

3. Any unutilised deduction can be carried forward and claimed in the following 5 years (subject to the

maximum 50% of taxable income and overall maximum of €150.000 per year). for yo u r bus | n essl

Allow us to provide you with a proactive
approach, thus avoiding challenges and
minimising tax burdens.
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CORPORATE TAX

BASIS OF TAXATION

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

Companies that are registered in Cyprus, but their
exercise of management and controlis held outside
the Republic, are considered tax residents in Cyprus,
given that they are not tax residents in any other
jurisdiction. This is applicable as from 31December
2022.

A company whichis not Cyprus tax resident, is taxed
onincome accrued or derived from activities
undertaken through a permanent establishment
located in Cyprus and onincome deriving from Cyprus
taxable sources of income.

A company is considered Cyprus tax resident if its
management and control are exercisedin Cyprus. In
cases where foreign taxes are paid, these can be
credited against the ultimate tax liability in Cyprus.

=TT~

Note:

As with the Individual taxation residency status test,
due to Covid-19 restrictions on travelling, the tax
residency of legal persons may be under question. Due
to this fact, the Cyprus Tax Department will follow the
non-binding guidance issued by the OECD in relation to
the tax residency of legal persons and permanent
establishments. Each taxpayer has the option to elect
whether to apply the relevant Directive.

7 ~
/7 N\

R 112.5%;

CORPORATE TAX RATE \\\ v

Corporation tax rate for all
companiesis 12,5%.

EXEMPTIONS

The following are exempt from corporate taxation:
Type of Income Exemption Note
Gains arising from the sale of Securities. The whole amount 1
Dividendincome (as from 1January 2016, the exemption will not apply to the
extent that the paying company has been benefited from tax deductionin their The whole amount 2
tax jurisdiction in respect of such dividends).
Any interest income arising from sources other than the ordinary course of 3
business of the company or from activities closely related to those activities The whole amount 4
undertaken by the company.
Gains of aforeign permanent establishment, subject to certain conditions. The whole amount 5

Foreign exchange difference gains, except from such gains in case of dealing

with trading in foreign currencies and related derivatives (ordinary course of

business).

The whole amount

Capital gains from the disposal of a qualifying IP asset — new regime.

The whole amount
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Notes:

1. For adefinition, refer to Note 3 in Personal income tax exemptions.
2. Suchdividend income can be taxed under the Special Contribution for Defence — Refer to Special

Contribution for Defence section.

3. Interestincome arising from Collective Investment Schemes is considered interest arising from the
ordinary activities or closely related to the ordinary activities of the Scheme
4. Suchinterestincome can be taxed under the Special Contribution for Defence - Refer to Special

Contribution for Defence section

5. Asfrom1July 2016, taxpayers are free to elect to tax the profits generated by a foreign permanent
establishment, with a tax credit relevant to the tax already paid abroad on those profits generated by
the permanent establishment. There are transitional rules in place for cases where foreign permanent
establishments were previously exempt and subsequently were elected to be taxed on the profits

earned.

6. Seenote 4 inthe personalincome tax exemptions in the Personal Taxation section.

CORPORATION TAX DEDUCTION FOR EXPENSES

All expenses taken place wholly and exclusively in order to produce the chargeable income are deductible

for corporation tax purposes:

Type of expense

Deduction limit Note

Interest expenses associated to the direct /
indirect acquisition of 100% of the share capital of
a subsidiary, provided that the subsidiary owns
assets that are utilised in the production of
taxableincome. In cases where, the subsidiary
company does not own assets utilised in the
production of taxable income, the interest
expense deduction will be restricted to the
percentage which relates to the assets which are
used to the business. This deduction applies from
TJanuary 2012.

The whole amount of interest expense is
deductedifitis proved that the subsidiary
owns assets that are in their entirety used in
the business. In case where the subsidiary
directly/indirectly owns assets that are not
used inthe business, the interest expense is
restricted to the percentage related to the
assets that are used for the business. As
from1 January 2019 an interest limitation rule
applies in accordance with the EU relevant
Directive.

[DoooooooooOooooocoog]

Ooooood
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Type of expense Deduction limit Note Type of expense Deduction limit Note

Up to €700 for buildings above
1.000m’, €1.100 for buildings with area
between 121m*-1.000m” or €1.200 for

As from1January 2015, new equity introduced to the
entity in the form of paid up share capital or share
premium (and is used for the generation of income) can

Costsincurred in order to maintain buildings on
which a Preservation Order has been issued
(subject to conditions).

be eligible for an annual Notional Interest Deduction NID shall not exceed the 80% of the buildings with area up to 120m’

(NID). The NID is calculated as a percentage on the new taxable profit generated by the

equity. The percentage (reference rate) is the yield on injection of new equity (as thisis Expenses related to entertainment while on Lower of €17.086 or 1% of the gross 1
the 10-year government bond (31December of the calculated before the NID deduction). Business. income of the business.

prior tax year) of the country where the funds are
employed plus a premium of 5%. Taxpayers can elect

Interest expense incurred exclusively in relation to

not to claim all or in part the available NID in each tax rented property. The whole amount 3
year.
80% deduction on the net profit from

Gains from the exploitation of intellectual property the exploitation of qualifying intangible Notes:

rights, as described in the new Cyprus intellectual assets, calculated based on a modified

property (IP) box (applied as from 1July 2016). nexus approach. 1. Qualifying intangible assets, are assets which have been acquired, developed or exploited by a person for
the purpose of carrying out their business, which is the result of research and development activity.
Economic ownership must be verified in order to allow for such assets be considered as qualifying intangible

Tax amortisation on an expenditure of a capital nature Allocated over the lifetime of the IP, assets for this purpose. It comprises of patents, copyrighted software, utility models, intangible assets that

for the acquisition or development of IP (provision with maximum 20 years. 3 grant protection to plants and genetic material, orphan drug designations, extensions of patent protection.

applies with effect from the 1st of July 2016). It also comprises of other intangible assets which are non-obvious, useful and novel, that are certified as

such by a designated authority, and where the person utilising such does not generate annual IP related
revenues more than €7.5m for the taxpayer (€50m is the cap for group of companies). Intangible assets
The whole amount related to marketing e.g. trademarks, business names, image rights etc do not qualify.

Donations to approved charitable organisations (with
receipts).

2. Thisis afraction which is applied on the net profit generated based on the research and development (R&D)
Employer's contributions to Social Insurance, medical activity. The higher the R&D activity by the taxpayer itself or via a taxable foreign permanent

schelme and other approved funds on salaries of The whole amount establishment or via unrelated third-party outsourcing, the higher the fractionit s.
employees.

3. Ataxpayer may elect not to claim all or part of the available tax amortization for a particular tax year.
Employer's contributions to:

- Medical fund for employees.
- Provident/Pension fund for employees.

1% on employee’'s remuneration
10% on employee’s remuneration

Cyprus Tax Facts 2022 Cyprus Tax Facts 2022



Cyprus Tax Facts 2022

________________________________________ -9
The expenses below are not allowable for Corporate Tax purposes:

Type of income Exemption Note

Private motor vehicle (saloon car) expenses. The whole amount

Interest expense related to the acquisition of Applies separately for 7 years for each

motor vehicles or any other assets that are not non-tax generating asset from the date

used in the business. of the acquisition

Wages and salaries paid during the year on which

socialinsurance contributions and contributions

The whole amount 1

to other related funds (provident fund, pension
fund etc) are not paid at due time.

Cost of goods drawn from the business for

orivate use The whole amount

Expenses not validated through proper

, , The whole amount
supporting documentation

Taxes The whole amount

Note:

1. Incase such contributions are settled within a period of two years from the due date, the salaries and their
relate contributions will be allowed for tax purposes in the year of settlement.

LOSSES CARRIED FORWARD

Tax adjusted losses of a tax year, that cannot be set off against other income, are carried forward and set off
against tax adjusted profits for the next 5 years i.e. losses incurred during 2014 and which were not utilised until
2019, cannot be carried forward in 2020.

The loss 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” (Note 1). A group is formed if:

A A Cyprus tax resident company directly or indirectly holds at least 75% of the voting rights of another Cyprus
tax resident company, or
A Both companies are at least 75% owned by a third company.

As from1January 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 in a country with which Cyprus
maintains a tax treaty or a bilateral or multilateral agreement for information exchange.

Where a partnership or a sole trader's business are transformed into companies, they can
carry forward tax losses into the company for utilisation against future profits.
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Losses incurred during the maintenance of a foreign permanent establishment can be utilised against profits of
the head company located in Cyprus. Under such condition, future tax profits of the foreign permanent
establishment are taxable up to the amount of the losses that were previously utilised.

Note:

1. From1January 2015 onwards, the tax losses of a group company which is tax resident in another EU
jurisdiction can be claimed through the Cyprus tax resident company, provided the other EU company firstly
exhausted all the available possibilities to utilize such losses in their country of tax residence or in the
country of tax residence of its immediate EU holding company.

REORGANISATIONS

Reorganisations could be seen as a tax effective manner when taxpayers wish to transfer assets and liabilities
between companies. Additionally, tax losses can also be carried forward by the receiving company. The above
however are subject to certain conditions.

Reorganisations include:
A Mergers

Demergers

Partial divisions
Transfer of assets
Exchange of shares

> > > > > P

Transfer of registered office of a European company (SE) or a European cooperative company (SCE)

ANNUAL WEAR AND TEAR ALLOWANCES ON TANGIBLE FIXED ASSETS

The following allowances are given as a percentage on the cost of acquisition of the asset. These are deductible
from the taxable income:

Vehicles and other means of transportation (Note 1)

%o

Commercial motor vehicles
Motor cycles

Excavators, tractors, bulldozers, self-propelled loaders and
drums for petrol companies

Armoured Motor Vehicles (e.g. used in Security Services)

Specialised machinery for the laying of Railroads
(e.g. Locomotive engines, Ballast Wagons, Container wagons
and Container sleeping wagons)

New airplanes

New helicopters

Sailing vessels

Motor Yachts

Steamers, tugs and fishing boats
Shipmotor launches

New cargo vessel

New passenger vessels

Used cargo/passenger vessels

Other (Note 1)

20
20
25

20
20

Over their useful lives

%

Plant and Machinery (Note 1) %
Plant and machinery 10
Furniture and fittings 10
Industrial carpets 10
Boreholes 10
Machinery and tools used in agricultural business 15
Building (Note 2) %
Commercial buildings 3
Industrial, agricultural and hotel buildings (3) and 94) 4
Flats 3
Metallic greenhouses structures 10
Wooden greenhouses structures 33713
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Television and videos

Computer hardware and operating systems
Application software 331/3

Expenditure on application software less than €1.709
Wind power generators

Photovoltaic Systems

Toolsin General

Videotapes property of video clubs

Notes:

10
20
33 1/3
100
10
10
33 1/3
50

1. For acquisitions of such assets (Plant and machinery, motor vehicles used for business purposes and other
assets) between 2012-2018 (inclusive), the legislation allows for accelerated depreciation at the rate of 20%

per annum.

2. Depending on the age of buildings (second-hand) , the wear and tear allowance rates are amended. The

above statedratesrefer to new buildings.

3. Industrial and hotel buildings acquired within the period 2012-2018 (inclusive), are eligible for an accelerated

wear and tear allowance of 7% per annum.

4. Buildings acquired for agricultural and livestock production activities, during the
period 2017-2018 (inclusive), allow for a wear and tear rate of 7% per annum.
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A. Shipping companies

Taxation for shipping activities is governed
by the Merchant Shipping (Fees and
Taxing) Legislation which provides for

exemption from Income tax on the shipping

activities. It, however, provides for the
Tonnage Tax System (TTS) which applies
to qualifying ship owners, managers and
charterers. TTS can apply to qualifying
community ships (ships registered to the
Shipping Registry of an EU member or of a
country within the European Economic
Area) and to non-community ships.

Non-community vessels owners

They must comply with certain
conditions in order to enjoy the perks of
being taxed under the TTS. These
include among others:

1 Atleast 60% of the fleet should
comprise of EU flag ships. The
percentage is measured in terms of
tonnage.

2. Ifthefleetis less than the requested
60%, the Tonnage Tax regime can
still be utilized if:

a) The commercial and strategic
management of the fleet must be
carried out from the EU/EEA.

b) A share of the fleet should
comprise of EU flag ships and this
share shall not be reduced in the
following 3 years from the first
year of TTS election.

TONNAGE TAX REGIME

B. Ship owners

For companies owning Cyprus flag ships, the application of the tonnage :
tax systemis compulsory and optional for owners of non-Cyprus flag |

ships, charterers and ship managers. (/17

Income that is exempted under the TTS: o=t / |~ &Q

A Profits from shipping operations. |© 0 ©/ LS |

A Interest income relating to the working capital of the company. NN LEIJL\ [ :

A Gains from disposal of ships. ) : g o
A Dividend income relevant to the distribution of the profits above. NN

A Profits from the sale of shares held in ship owning companies.

The exemption also applies to the bareboat charterer of a vessel flying the Cyprus flag under parallel
registration.

Note:

It has been defined that as from 1January 2020, an owner who benefits from the tonnage tax regime can be
considered as a qualifying owner of qualifying ships, in case the qualifying ship has been chartered out on
bareboat chartered termsif:

a) The ship was chartered out to a charterer who belongs to the same group as the actual owner of the
ship, thereby allowing for the transaction to be considered as an intra-group transaction, or

a) Theowner sufficiently demonstrates to the Permanent Secretary that the ship was bareboat
chartered out due to short-term over capacity and the term does not exceed three (3) years.

Itis noted that for the above provisions, it should be proved that the 50% of the tonnage taxed fleet is still
operated by the owner. Itis highlighted that the above provisions do not apply on existing bareboat charter
agreements until their expiration or until 31 December 2022, whichever takes place earlier.

Whether you are a ship owning, ship
management, chartering, or a shipping
related company, our specialized team is
ready to connect with you.
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C. Charterers 8 @ f} Note: e
Exemption is given to: Li\wﬂ Ship management services, are the services provided by a ship manager to an owner or bareboat

charterer of a ship, based on specific and exclusive written ship maintenance agreement relating to the
crew management services and/or to the technical management services of the ship. Commercial
management services offered, are not considered qualifying activities under the Tonnage Tax regime.
For this reason, such services are subject normally to corporation tax.

A Profits from the exploitation of qualifying ships.

A Interest income relating to the working capital of
the company.

A Dividend income from the profits generated above.

E. Tonnage System administration and tax rates

The law grants the exemption provided that the option to register for Tonnage Tax is exercised for all
vessels and provided a composition requirement is met: at least 25% (reduced to 10% under conditions)
of the net tonnage of the vessels owned or bareboat chartered in.

Qualifying owners/managers/charterers of foreign flag ships have the responsibility to submit tonnage
tax return and pay tonnage tax by the 28th of February of the year following the tax year.

Qualifying owners of Cyprus ships shall submit the tonnage tax declaration by the end of 31st March of
the year following the tax year.
D. Ship managers

The exemption covers: The applicable rates are:

A Profits of rendering of technical and crewing ship management services to qualifying ships.
A Dividend income from the profits generated above.

: Rate per 100 units of the net tonnage
A Interest income relating to the working capital of the company.

Units of net tonnage Ship owners / charterers Ship managers
In order to qualify ship managers must satisfy the following additional requirements: 0—1.000 £36.50 £913
A Maomtam a fully fledged ofﬂlce in Clyprus with sufficient, appropriate and qualified staff (of which at least 1001 —10.000 €3103 €776
51% should be EU community residents).
A Atleast 51% of all onshore personnel must be community citizens. 10.001—-25.000 €20,08 €5,02
EU territory. In case less than 2/3 of the tonnage is managed in the community, it is taxed under 25.001=40.000 €12,78 €320
normal corporation tax rates. In excess of 40.000 €7,30 €183

Important general notes:

A Allor nothing rule — in case a shipowner/ charterer/ ship manager of a group elects to be taxed under
the Tonnage Tax regime, all shipowners/ charterers/ ship managers of the group should elect the
same.

A The emoluments of the captain, officers and crew members of a qualifying Cyprus ship are exempted
from taxation in Cyprus.

A Ship owners and ship managers who elected to be taxed under the Tonnage Tax system, must remain
under theregime for 10 years, unless they have a valid and solid reason to exit.
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A More than 2/3 of the total tonnage under the ship management activities should be managed within 1
1
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