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Welcome to RSM's
Cyprus Tax Facts Guide

In a rapidly changing economic and business landscape,
businesses are called to operate within the rules that are
coming up in the form of new legislations.

In 2022, the Cyprus tax landscape has changed to
incorporate new rules or existing legislations were amended
to meet the expectations of the Cyprus Government.

We believe that the taxpayers deserve to have access to
the invaluable knowledge of our most senior

tax professionals, and with the risk that their knowledge is
being outdated, our Tax Facts provide a guide to the
taxpayers on the Cyprus tax laws.

The 2023 comprehensive edition of the RSM Cyprus Tax
Facts includes the latest updates for individuals and legal
entities. It serves as areference tool for taxpayers and it
spans across all fields of taxation that apply to both
individuals and businesses. In no circumstances this guide
shallbe regarded as advice to taxpayers and given that the
laws are regularly subject to changes, all readers are advised
to seek consultation from our tax professionals for their tax
matters.

To help you meet each new challenge armed with all the
relevant ideas and insights, our RSM tax professionals share
their expertise with pride and respond with speed and agility.

In this regard, subscribe to our Business Insights & News, to
remain up to date with the most recent tax legislations.

We hope that you find the new comprehensive edition
useful.

This is The Power of Being Understood.

= Who we are

= RSM Cyprus Business Insights & News
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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, tax is imposed on specific Notes:

incomes accrued and arising from certain sources
(Cyprus sourced generated income).

1. Taxpayers whose gross
annual incomes for 2022 do not
exceed €19,500, willbe exempted
from preparing and filing a
personal tax return for 2022.

Cyprus tax resident is a person who physically resides
in Cyprus more than 183 daysin 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

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

individual will then be considered as a Cyprus tax
resident, if she/he satisfies either the existing 1183-
daysrule' or the '60-daysrule’. The'60-daysrule’
applies to persons whoin the relevant tax year:

1. Donotresidein any other state for more than 183
daysin aggregate.

Are not considered tax residents in any other state.
Spend at least 60 daysin Cyprus.

Own or rent a permanent homein Cyprus.

Are employedin 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 activitiesin the
Republic can satisfy the conditions to be considered
as a Cyprus tax resident.
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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.
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The day of departure from the

Republicis considered as a day
out of the Republic.

The day of arrivalin Cyprusis
considered a day in Cyprus.
Arrivalin and departure from
Cyprus in the same day is
considered a day in Cyprus.
Departure from and arrivalin
Cyprusinthe same day is
considered a day outside Cyprus.
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Personal tax rates

The applicable rates for personalincome tax rates for the year 2023 are as follows:

Chargeable income for the year (€) Taxrate (%)

First 19.500 0

From19.501 to 28.000 20

From 28.001 to 36.300 25

From 36.301 to 60.000 30

Over 60.000 35
Foreign pensionincomes of a Cyprus tax resident Widow(er)'s pension sourced from Cyprus is taxed
are taxed at 5% flat onincomes over €3.420. separately at 20% if it exceeds €19.500. The taxpayer,
However, on an annual basis the taxpayer is free however, on an annual level can elect to add the
to elect to be taxed at the normal tax rates and pension on the totalincome and be taxed at the normal
bands as described above. tax rates and bands as described above.

The following types of income are exempt fromincome tax:

Type of Income Exemption Note

Interestincome, 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 The whole 1
amount

Remuneration of individuals who took up their first employmentin Cyprus
from1January 2022 onwards, subject to the condition that the individuals
were not tax residentsin Cyprus for at least 10 consecutive years
immediately prior to the year of first employment in Cyprus and that their
annual remuneration from the first employment exceeds €55,000 during the
first or second year of employment. The exemptionis granted in the tax year
of first employment in Cyprus and applies for a maximum period of 17 years
(lifetime exemption) starting from the month of employment.

50% of the
remuneration

The old 50% exemption may still be applicable for the remaining years up to
the maximum allowable years, if the taxpayers are not eligible for the new
50% exemption. The old 50% exemption applied for 10 years commencing
from the year of employment.
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Type of Income Exemption Note

Remuneration of individuals who took up first employmentin
Cyprus from 26 July 2022 onwards, provided that these
individuals were employed outside Cyprus by a non-Cyprus tax
resident employer for a period of at least 3 consecutive years
immediately prior to their first employmentin Cyprus. The
exemptionis granted in the tax year following the first year of
employmentin Cyprus, and the exemption applies for a
maximum period of 7 years.

20% of the remuneration
earned or €8.550, whichever 3
islower in each case

The old 20% exemption may still be applicable for the remaining
years up to the maximum allowable years, if the taxpayers are
not eligible for the new 20% exemption. The old 20% exemption
applied for 5 years commencing from the year following the year
of employment.

90-day rule: remuneration from services rendered to a non-
Cyprus tax resident employer or a permanent establishment
outside Cyprus of a Cyprus tax resident employer for more than
90 daysinatax year.

The whole amount

Gains of a permanent establishment registered outside the

The whole amount 4
Republic (subject to conditions). W .

Lump sum payment on retirement, commutation of pension or

. . The whole amount
compensation of death or injury.

Sums paid to individuals from payments to approved funds e.g.
provident funds, medical schemas etc and/or repayments from The whole amount
life insurance schemas as well.

Gains from the disposal of securities. The whole amount 5
Caplltal gains from the disposal of a qualifying IP asset — new The whole amount 6
regime.

Notes:

1. Thedividends and interests mentioned above can however be subject to Special Defence Contribution, if
certain conditions are met — refer to Special Contribution for Defence Section.

2. Taxpayers who commenced their first employment prior to 1st of January 2022, can also claim the new
exemption, subject to conditions.

3. Taxpayerswho were already granted the new 50% exemption cannot claim the new 20% exemption.
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Notes:

4. 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.

5. The'Securities' terminclude shares, bonds, debentures, founders' shares and other securities of companies
or other legal entities, incorporated in the Republic or abroad and options thereon. Additionally, the term,
among others, includes options on Securities, short positions on Securities, futures/forwards on Securities,
swaps on Securities, depositary receipts on Securities (ADRs, GDRs), rights of claim on bonds and
debentures (rights oninterest of these instruments are not included), index participations only if they result
on Securities, repurchase agreements or Repos on Securities, units in open-end or close-end collective
investment schemes. Circulars drafted from the Tax Authorities from time to time, also clarify specific
types of participationin foreign entities which are considered as Securities.

6. Asof1January 2020, the taxpayers who dispose qualifying IP assets, given that the transactionis of a
capital nature, will not be subject to tax in Cyprus. Where the transactionis deemed as being of a trading
nature, then an accounting gain or loss should be calculated and taxed accordingly.

Tax deductions

The following are deducted from income (expenses incurred wholly and Us \/
exclusively to perform the duties of the profession, thus the production
of the income, of each individual):

Type of Expense Exemption

Subscriptions to trade unions or professional bodies. The whole amount

Losses for current and previous financial years (relevant to
individuals required to present and submit audited annual
financial statements). Only the losses of the current and the
previous 5 years are deductible.

The whole amount

Rented property related expenses. 20% of gross rentalincome

Interest paid in respect of rented property. The whole amount

Donations to approved charitable organisations
I pprov ! rganisatl The whole amount

(with receipts).

Costsincurred in order to maintain buildings on which a Up to €1.200,€1.100 or

Preservation Order has been issued (subject to conditions). €700 per square meter
(depending on the size of
the building)
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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 to 1/5 of the taxable
income

Up to 50% of the taxable income

Investments in approvedinnovative small/medium sized as calculated prior to this 2
businesses (directly or indirectly) as from1January 2017. deduction (subject to a maximum 3
of €150.000 per year)
Notes:

1. Incases where alifeinsurance 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. The exemptionis provided until 30 June 2024,

3. Any unutilised deduction can be carried forward and claimed in the following 5 years (subject to the
maximum 50% of taxable income and overallmaximum of €150.000 per year).
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Basis of Taxation

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

Corporate tax rate
for all companies

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 exercised in Cyprus. In cases
where foreign taxes are paid, these can be credited against the ultimate tax liability in Cyprus.

The following are exempt from corporate taxation:

Type of Income Exemption

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 interestincome arising from sources other than the ordinary course of

business of the company or from activities closely related to those activities The whole amount 2
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 The whole amount

business).

Capital gains from the disposal of a qualifying IP asset — new regime. The whole amount 6
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Notes:

—_—

For a definition, refer to Note 3 in Personalincome tax exemptions.

Such dividend 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. AsfromTJuly 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. Seenote4inthe personalincome tax exemptionsin the Personal Taxation section.

Corporation tax deductions

Allexpenses taken place wholly and exclusively in order to produce the chargeable income are deductible
for corporation tax purposes:

N

Type of expense Deduction limit Note
Interest expenses associated to the direct / indirect The whole amount of interest expense
acquisition of 100% of the share capital of a subsidiary, is deductedifitis proved that the

provided that the subsidiary owns assets that are subsidiary owns assets that are in their

utilised in the production of taxable income. entirety usedin the business.

In cases where, the subsidiary company does not own In case where the subsidiary

assets utilised in the production of taxable income, the directly/indirectly owns assets that

interest expense deduction will be restricted to the are not usedin the business, the

percentage which relates to the assets which are used interest expenseis restricted to the

to the business. percentage related to the assets that

are used for the business.

This deduction applies from 1January 2012.
Asfrom1 January 2019 an interest
limitation rule appliesin accordance
with the EU relevant Directive.
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Type of expense Deduction limit Note
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
be eligible for elm annual Notional Interest Deduction NID shall not exceed the 80% of the
(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 L . .
injection of new equity (as this is
the 10-year government bond (31December of the .
, calculated before the NID deduction).
prior tax year) of the country where the funds are
employed plus a premium of 5%.
Taxpayers can elect not to claim all or in part the
available NID in each tax year.
80% deduction on the net profit from
Gains from the exploitation of intellectual property the exploitation of qualifying intangible
rights, as described in the new Cyprus intellectual assets, calculated based on a modified
property (IP) box (applied as from1July 2016). nexus approach.
Tax amortisation on an expenditure of a capital nature Allocated over the lifetime of the IP,
for the acquisition or development of IP (provision with maximum 20 years. 3
applies with effect from the 1st of July 2016).
Expenditure for scientific research and for research and The whole amount 4

development (R&D)

Donations to approved charitable organisations (with
receipts).

The whole amount

Employer's contributions to Social Insurance, medical
scheme and other approved funds on salaries of
employees.

The whole amount

Employer's contributions to:
- Medical fund for employees.
- Provident/Pension fund for employees.

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

If youneed expert advice, GET IN TOUCH with us.
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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
buildings with area up to 120m’

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

Expensesrelated to entertainment while on Lower of €17.086 or 1% of the gross 1
Business. income of the business. 2
Interest expense incurred exclusively in relation to

The whole amount 3

rented property.

Notes:

1. Qualifyingintangible assets, are assets which have been acquired, developed or exploited by a person for
the purpose of carrying out their business, whichis the result of research and development activity.
Economic ownership must be verified in order to allow for such assets be considered as qualifying intangible
assets for this purpose. It comprises of patents, copyrighted software, utility models, intangible assets that
grant protection to plants and genetic material, orphan drug designations, extensions of patent protection.
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
related to marketing e.g. trademarks, business names, image rights etc do not qualify.

2. Thisis afraction whichis applied on the net profit generated based on the research and development (R&D)
activity. The higher the R&D activity by the taxpayer itself or via a taxable foreign permanent
establishment or via unrelated third-party outsourcing, the higher the fractionitiis.

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

4. For expenditureincurred during the years 2022,2023 and 2024, including expenses of capital nature, for
which a deductionis granted already, an additional deduction for research and development expensesis
granted of 20% of the said expenses. The additional tax deduction is not granted when the deduction for IP
Box s already granted.
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Not allowable expenses for corporate tax purposes

The expenses below are not allowable for Corporate Tax purposes:

Type of expense Exemption

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
usedin the business. of the acquisition

Wages and salaries paid during the year on which
socialinsurance contributions and contributions
to other related funds (provident fund, pension
fund etc) are not paid at due time.

The whole amount 1

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 yearsi.e.lossesincurred during 2014 and which were not utilised until
2019, cannot be carried forwardin 2020.

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” (Note 1). A group is formed if:

= A Cyprustaxresident 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.

Asfrom1January 2015, the group loss relief is also applied in cases where a non-Cyprus tax resident company is
interposed. The eligibility applies when the interposed entity remains tax resident in either a EU stateorina
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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Lossesincurred during the maintenance of a foreign permanent establishment can be utilised against profits of
the head company locatedin 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:

= Mergers

= Demergers

= Partial divisions

= Transfer of assets

= Exchange of shares

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

Annual wear and tear allowances on tangible fixed assets

Annual wear and tear allowances are calculated on the cost of acquisition of the asset and these are allowable
for tax purposes:

Plant and Machinery (Note 1) e
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 (4) 4
Flats 3
Metallic greenhouses structures 10
Wooden greenhouses structures 3313
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Vehicles and other means of transportation (Note 1) %
Motor vehicles (except saloon cars) and motorcycles 20

Excavators, tractors, bulldozers, self-propelled loaders and

drums for petrol companies 25

Armored Vehicles 20

Specialised machinery for the laying of Railroads
(e.g. Locomotive engines, Ballast Wagons, Container wagons 20
and Container sleeping wagons)

New airplanes, New helicopters, New cargo vessels 8
Sailing vessels 45
Motor Yachts 6
Steamers, tugs and fishing boats 6
Ship motor launches 12,5
New passenger vessels 6
Used cargo/passenger vessels Over their usefullives
Other (Note 1) %
Television and videos 10
Computer hardware and operating systems 20
Application software 331/3 3313
Expenditure on application software less than €1.709 100
Wind power generators 10
Photovoltaic Systems 10
Alltypes of tools in general 3313
Notes:

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 stated rates refer 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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EU Anti-Tax Avoidance Provisions

The Cyprus Income Tax Law has been amended to include the following Anti-Tax Avoidance provisions, as
these were adopted by the EU Council, through the EU Directive 2016/1164 (ATADI) andits amending
2017/952 (ATADII).

Interest limitationrule

Thisrule applies to restrict interest deduction up to 30% of the taxpayer's tax adjusted Earnings before

Interest, Tax, Depreciation and Amortisation (EBITDA). The most important details of the rule are:

a) Therule applies to both standalone level and group level. Group is defined in the Cyprus Income Tax Law
(75%rule).

b) Exceeding Borrowing Costs up to €3,000,000 can be deducted per company/group
c) Exemption may apply to financial institutions

d) Equity escape provisions

e) Carry forward provisions

Applicable as from 2019.

Controlled Foreign Company (CFC) rule

The CFCrule aimsin discouraging taxpayers from shifting profits from high tax jurisdictions to low tax
jurisdictions. It basically reattributes the profits from subsidiaries in jurisdictions with more preferential tax
regimes, to their parents or controlling parties. The non-distributed income of the CFC may be included in the
tax base of the Cyprus controlling party, if such income arose from non-genuine arrangements whose main
purpose was to obtain tax advantage. Certain exemptions also apply to the CFCrule.

Applicable as from 2019.

General Anti Avoidance Rule (GAAR)

The target of this rule is to face tax abusive and non-genuine practices whose main purpose is to obtain tax
advantage.

In accordance to this rule, an arrangement or a series of arrangements is not considered genuine if it lacks
commercial or economic reasoning.

Applicable as from 2019.
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Exit taxation

Applies toimpose a tax charge (exit tax) on asset
transfers from a Company taxpayers' head office to
its Permanent Establishment in another Member
State orin athird country and vice versa. Tax would
be applied on an amount equal to the market value of
the transferred assets at the time of exit, less their
value for tax purposes. The below cases may trigger
thisrule:

a) Assetstransferredby a Cyprus tax resident
company, fromits head officein Cyprus toits PE
in another EU Member State or in a third country
in so far as Cyprus nolonger has the right to tax
the transferred assets due to the transfer;

b) The Cypriot PE of a non-tax resident company
transfers assets from the Cypriot PE toits head
office or another PE in another EU Member State
orinathird country in so far as Cyprus no longer
has theright to tax the transferred assets due to
the transfer;

c) A Cyprus company transfersits tax residence to
another EU Member State or to a third country,
except for those assets which remain effectively
connected with a Cypriot PE;

d) The Cypriot PE of anon-tax resident
company transfers the business
carried on by the PE to another EU
Member State or to a third country in

sofar as Cyprusnolonger has the A~~~

right to tax the transferred assets due
to the transfer.

The taxpayer has also theright to pay the
defer the tax and pay it ininstallments over
the next five years. Thisis applicablein the
event of intra-EU transfers (including
transfers within the European Economic
Area where a mutual understanding for tax
recovery isin place).

Applicable as from 2020.
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Hybrid Mismatches

The purpose of this rule is to neutralise the tax
effects of hybrid mismatch arrangements.

Hybrid mismatch is the consequence of
differencesin the tax treatment of two or more
jurisdictions.

European Union have considered the above as
abusive to the extent where they arisein the
following cases:

= Between associated enterprises

= Between ataxpayer and an associated
enterprise;

= Between ahead office and its PE or two or
more PEs of the same company;

The tax effect of a hybrid mismatch usually is:

= Adouble deduction, which means that in two
jurisdictions the same deductionis allowed;
or

= A deduction with no inclusion, which means
that the deduction of the incomein one
jurisdiction willnot be included in the tax
base of the other jurisdiction.

Applicable as from 2020.
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Tonnage Tax Regime

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 conditionsin
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. Ifthefleetisless 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.
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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.

Income that is exempted under the TTS:

= Profits from shipping operations.

» |nterestincomerelating to the working capital
of the company.

= Gains from disposal of ships.

= Dividendincomerelevant to the distribution of
the profits above.

= 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 terms
if:

a) The ship was chartered outto a
charterer who belongs to the same
group as the actual owner of the ship,
thereby allowing for the transaction
to be considered as anintra-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.

If youneed expert advice, GET IN TOUCH with us.

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. It is 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
specialised team is ready
to connect with you.
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C. Charterers
Exemptionis given to:

= Profits from the exploitation of qualifying ships.

= Interestincome relating to the working capital of
the company.

= Dividendincome from the profits generated above.

Thelaw 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.

D. Ship managers Important general notes:

The exemption covers: = 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.

= The emoluments of the captain, officers and
crew members of a qualifying Cyprus ship
are exempted from taxationin Cyprus.

= Ship owners and ship managers who
elected to be taxed under the Tonnage Tax

= Profits of rendering of technical and crewing ship
management services to qualifying ships.

= Dividendincome from the profits generated above.

= Interestincome relating to the working capital of
the company.

In order to qualify ship managers must satisfy the
following additional requirements:

= Maintaina fU”y fledged officein Cyprus with Systemy must remain under the regime for
sufficient, appropriate and qualified staff (of which 10 years, unless they have a valid and solid
at least 51% should be EU community residents). reason to exit.

= Atleast 51% of all onshore personnel must be
community citizens.

= Morethan 2/3 of the total tonnage under the ship
management activities should be managed within
EU territory.In caseless than 2/3 of the tonnageis
managed in the community, it is taxed under
normal corporation tax rates.
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Note:

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.

E. Tonnage System administration and tax rates

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.

The applicable rates are:

Rate per 100 units of the net tonnage Rate per 400 unlts of the net tonnage

Units of net tonnage Ship owners / charterers Ship managers
0—-1000 €36,50 €36,50
1.001-10.000 €31,03 €31,03
10.001—-25.000 €20,08 €20,08
25.001-40.000 €12,78 €12,78
In excess of 40.000 €7,30 €7,30
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The Cyprus Alternative Investment
Funds (AlIFs) and Undertakings for

Collective Investment in Transferable
Securities (UCITS)

The establishment and operation of alternative
investments funds (AIFs) in Cyprus is regulated
by the Alternative Investments Funds Law of
2018 (124(1)/2018).

The AlFs are collective investment undertakings
which raise capital frominvestors with a view to
invest in accordance with a defined investment

policy.

The AIF Law applies to:
= AlFs

= AlFs with alimited number of persons
(AIFLNPs) which can have a max. Number of
50 unitholders

» Registered AlFs (RAIFs)

AlFs can be stated in the following legal
forms:

AIFLNP:

= Variable Capital Investment Company
(vCIC)

» Fixed Capital Investment Company (FCIC)

» Limited Partnership (LP)

AIF/RAIF:
= VCIC

= FCIC
= Common Fund (CF)

» Limited Partnership (LP)

Cyprus Tax Facts 2023
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UCITS:

A UCITS is an undertaking the sole object of whichis
the collective investment of capital raised from the
publicin transferable securities and/or other liquid
financialinstruments, as such arereferred toin the
UCI Law. It also operates on the principle of risk
spreading and the units/shares of which are, at the
request of the investor, redeemed or repurchased,
directly or indirectly, out of this undertaking's assets.

Taxation of funds

All funds that are managed and controlledin Cyprus
are considered tax residents in Cyprus and are subject
to taxationin Cyprus.

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

Under circumstances and depending on the legal form
of the fund, some funds may be transparent for tax
purposes.

Additional key provisions which are relevant
to funds are set out below:

Sale of Fund Units

No Capital Gains Tax is applicable on the sale or
redemption of units in funds, unless the funds own
immovable property locatedin Cyprus.

However,if afund ownsimmovable property, no
Capital Gains Tax applies, if this fundis listedin a
recognised stock exchange.

Stamp Duty

No stamp duty obligation existsin cases of
subscription, redemption, conversion or transfer of
fund's units.

If youneed expert advice, GET IN TOUCH with us.

UCITS can take the
following legal forms:

= Common Fund

= Variable Capital
Investment Company

27 Cyprus Tax Facts 2023


https://www.rsm.global/cyprus/node/140

No creation of a permanent establishment

Inaccordanceto the Cyprus tax legislation,.a
permanent establishment doesnotexist:

. Fornon-Cyprus tax resident investors, who
createdinvestmentsin Cyprus tax
transparentinvestment funds.

ll. Asaresult of management of non-Cyprus
investment funds from Cyprus.

Management services

Management fees charged to investment funds
for collective management services are exempt
from VAT, under certain conditions.

Performance fees (carried interest) for Fund
Managers

Employees and/or executives acting as
investment managers in one of the following
qualifying employers, are able to elect to be
taxed at aflat rate of 8% with a minimum tax
obligation of €10,000 per year on their
variable employment remuneration, as
opposed to the normal rates of taxation. The
qualifying employees can elect to be subject
to tax at this special mode of taxation
annually for 10 years and this is subject to
certain conditions.

Qualifying employers

= Alternative Investment Fund Managers
(AIFMs)
* Internally managedAIFMs
*= UCITS Management companies e
= A company to which a Fund Manager has
delegated the portfolio management
and/or risk management functions
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Intellectual Property (IP) Box Regime

Cyprus Income Tax Law incorporates an
Intellectual Property (IP) Box regime which s
applicable from 1July 2016 and fully replaced
the old regime as from 30 June 2021.

Under the new Cyprus IP regime, 80% of the
qualifying profits generated from the qualifying
assetsis deemed to be a tax deductible
expense for qualifying taxpayers. The
qualifying profits are calculated based on a
formula, using the nexus approach, as follows:

According to this approach, the level of the
qualifying profitsis linked to the extent the
taxpayer performsresearch and development
activities to develop the qualifying assets in-
house.

Qualifying assets, within the context of the
regime, include an asset acquired, developed or
utilized by a personin the course of a business
and which constitutes intellectual property, :
other than marketing related intellectual i

property, which is the result of research and i 5 - <l

@.

development activities and for which thereis
economic ownership. These may include,

patents, copyrighted software and other IP _____________
intangible assets that are non-obvious, useful
and novel. (- !

Losses from the qualifying assets @] ____________ 5

Where losses are resulted fromthe
exploitation of the qualifying assets, only the
20% of these losses can be carried forward or
relieved for group purposes.
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Special defence
contribution
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Special defence contribution

Special Contribution on Defence (SDC) is alocal tax of Cyprus, /
applicable to Cyprus tax resident individuals and companies only

\

and applies only on dividend income, passive interest income and :’ oo \

. . A ooo !

rentalincome. Cyprus tax resident individuals should also be l\ 0o )
domiciledin Cyprusin order to be subject to SDC. [ [m]
Any foreign tax paid, can be credited against SDC liability. "

’

SDC tax rates

Tax rates (%)

Individuals (Note1) | Legal entities (Note 1)

Dividend income from Cyprus tax resident companies 17 (Note 5) Nil (Note 2)

Dividend income from non -Cyprus tax resident companies 17 (Note 5) Nil (Note 3)

Interest income arising from the ordinary activities or Nil (Note 4) Nil (Note 4)

closely related to the ordinary activities of the business

Other interest income (“passive”) 30 (Note 5) 30 (Note 5)

Gross rentalincome (reduced by 25%) 3 (Note5and6) 3 (Note 5and6)
Notes:

1. The condition that should be met in order for a legal entity to be subject to Special Defence Contribution, is
tobe taxresident in Cyprus. Prior to July 16,2015, the SDC applied to all Cyprus tax resident individuals and
legal entities without being necessary for them to be domiciled in Cyprus. From that date on, the definition
of domiciliation was introduced for Cyprus tax resident individuals, who should be both tax residents of
Cyprus and domiciled in Cyprus in order for them to be subject to SDC. For Special Defence Contribution
purposes, a personis considered domiciled in Cyprus via domicile of origin (acquired at birth) and domicile of
choice (indication of an intention of permanent residence). In case the taxpayer resides in Cyprus at least 17
out of the 20 yearsimmediately prior to the tax year of assessment, this person is considered domiciledin
Cyprus.

2. Dividendsreceived froma Company resident in Cyprus from other Cyprus company, are exempt. This does
not apply if dividends were paid 4 years after the end of the year in which the dividends were generated.

3. The exemption does not apply if:

= Atleast 50% of the activities of the paying company directly or indirectly generate investmentincome
and

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

In cases where the exemptionis not applied, the dividend income is subject to SDC at 17%. Since 1
January 2016, in case where the paying company is eligible for deduction of such dividends for tax
purposes, the dividend income is subject to corporation tax at the rate of 12.5% instead of Special
Contribution on Defence.
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4. Exempted due to the fact that thisinterestincomeis subject to personalincome
tax or corporation tax.

5. The Special Contribution for Defence rate oninterestincome of 30% is effective for interest received or
credited from 29 April 2013 onwards.

Individuals and legal entities who are tax residentsin Cyprus and receive interest income from Cyprus
government savings bond and Cyprus government development stock, corporate bonds listed on a
recognised Stock Exchange and bonds listed on arecognised Stock Exchange that areissued by alocal
authority or a state organisation, from an approved provident fund and social insurance fund, are subject to
SDC at 3%.

Anindividual whose total income for the year, including interest, does not exceed €12.000 has the right to
arefund of the amount of defence contribution sufferedin excess of 3%.

For rentalincome generated from Cyprus, where the tenant is a Cyprus company, partnership, the

state or alocal authority, Special Contribution on Defence on rental income is withheld at source. Itis
payable at the end of the next month of the month in which the rentalincome is earned. In all other cases the
Special Contribution for Defence on rentalincome is payable by the landlord in 6 monthly intervals on 30
June and 31December each year.

Special Contribution for Defence oninterest and dividends from Cyprus sources, is withheld at source and
is payable at the end of the month following the month in which they were paid.

However, Special Contribution for Defence on interest and dividends from foreign sources, is withheld at
source and is payablein 6 month intervals on 30 June and 31December each year.

6. Rentalincomeis also subject to personalincome tax / corporation tax.

Deemed dividend distribution e N

All Cyprus tax resident companies are deemed to have 4 Note:
distributed to their Cyprus tax resident (physical or legal)
shareholders as a dividend, 70% of their accounting
profits (as adjusted for Special Contribution for Defence
purposes), at the end of two years from the end of the
year in which the accounting profits are generated.

A number of adjustments to the
accounting profit are required for
deemed distribution purposes, including
fortax years 2012,2013 and 2014 if the
company has acquired in those years

The amount of deemed dividend distributionis reducedby | plant, machinery or buildings (excluding
the amount of actual dividends distributed during the year private motor vehicles) for business
in which the profits were generated. purposes; the full cost of these assets

: will be deductible against the accounting

The remaining deemed dividend will be taxed at 17%
Special Defence Contribution, provided that the ultimate
direct/indirect shareholder is Cyprus tax resident and
domiciledin Cyprus. Prior to 16 July 2015, the Special
Defence Contribution applied to the extent that the
ultimate direct/indirect shareholder was Cyprus tax
resident.

profits.

When an actual dividendis paid after the deemed dividend
distribution date, then if Special Contribution for Defence
is due on such a dividend, the 17% is imposed only on the
amount of the actual dividend paid which exceeds the
dividend that was previously deemed to have been
distributed and previously suffered Special Contribution
for Defence.
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Transfer of assets to

shareholders at an undervalue

In cases where a company disposes or gifts an asset
toitsindividual shareholder or arelative of such a
shareholder of up to 2nd degree, for a price under its
market value, the difference between the actual
consideration paid and the market value will be
considered as deemed dividend to the shareholder.
The said provision does not apply, if the particular
assets was originally gifted from the individual
shareholder or his/her relative up to 2nd degree.

Liquidation or dissolution of a

company

On liquidation cases, the cumulative profits of the last
five years prior to the company's dissolution, should
be deemed to have been distributed. This applied if
such profits have not already been distributed or
deemed to be distributed.

This provisionis not applicableif there is a dissolution
following a Reorganisation.

Reduction of capital

The amount paid to individual Cyprus tax resident
shareholders from a reduction of share capital, in excess
of the amount they already paid to acquire the paid up
share capital,is considered as a form of deemed dividend T
andis subject to Special Contribution on Defence at 17%. =5 - I

maf
3]
==l

The redemption of units or shares in a Collective
Investment Scheme is not subject to the above
provisions.

Note:

Itis noted that as from 16 July 2015, the Cyprus tax
resident individuals shall also be domiciled in Cyprusin
order to be eligible for taxation under the three cases
above.
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Capital gains tax
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Capital gains tax (CGT)

____________________________________________

Capital Gains Tax (CGT) is applied to transactions
that involve disposals of immovable properties
situated in the Republic of Cyprus. These
transactionsinclude both direct disposal of an
immovable property situatedin Cyprus and
disposal of shares in companies which directly
ownimmovable properties in Cyprus. Further, as
from 17 December 2015 shares of companies
which indirectly own immovable property
located in Cyprus and at least 50% of the market
value of the said shares derive from such
immovable property are subject to Capital Gains

Tax.In the case of share disposals only that part
Shares listed on any recognised stock

of the gainrelating to the immovable property
situated in Cyprus is subject to CGT. ', exchange are excluded fromthese provisions.

Disposalfor the purposes of CGT specifically
includes; exchange, leasing, gifting, abandoning
use of right, granting of right to purchase, and
any sums received upon cancellation of
disposals of property.

The Capital Gains

Tax isimposed at w1 }/A
the rate of

____________________________________________

Exemptions

The following disposals of immovable property are not subject to CGT:

= Gain from subsequent disposal of land or land with immovable property acquired at market value during the
period 16 July 2015 and 31December 2016.

= Transfer by reason of death.

= Gifts made between parent and child or between spouses or between relatives up to 3rd degree.

= Giftsto alimited liability company of which the shareholders are and continue to be members of the family of
the donor, for 5 years after the day of the transfer.

= Gifts made by a family limited liability company to its shareholders, provided that the property gifted was
originally gifted to the company by them. The property must be kept by the done for at least 3 years.

= Gifts to charitable organisations, to the Republic, to the local authority.

= Transfer by way of approvedreorganisation schemes.

» Exchange or disposal ofimmovable property under the Agricultural Land (Consolidation) Laws.

= Expropriations.

= Exchange of immovable properties given that the gain made is used to acquire the new property. The gain that
is not taxable is deducted from the cost of the new property, i.e. the payment of tax is deferred until the
disposal of the new property.

= Donationsto a political party.
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Capital gain for CGT purposes

Liability arises only on gains accruing as from : Q Q_ 2 '
TJanuary 1980, i.e. deducted from gross proceeds on B

the disposal of immovable property are its market

value at 1January 1980, or the costs of acquisition \g/
and improvements of the property, if made after
TJanuary 1980, as adjusted for inflation up to the
date of disposal on the basis of the consumer price
index in Cyprus.

Expenses that are related to the acquisition and
disposal ofimmovable property are also deducted,
subject to certain conditions e.g. interest costs on
related loans, transfer fees, legal expenses etc.

Lifetime exemptions

Individuals can deduct from the taxable capital gain the following:

Disposal of private principal residence (subject to certain conditions) €£85.430
Disposal of agricultural land by a farmer €£25.629
Any other disposal €17.086

0o 0o oo
0o 00 0o

oo oo =
0 oo

If youneed expert advice, GET IN TOUCH with us. 36 Cyprus Tax Facts 2023


https://www.rsm.global/cyprus/node/140

b

Central Agency for
Equal Distribution of
Burdens Contribution
4 for disposal of
immovable properties
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Levy on the sale of immovable property

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 upon:

a) Thetransfer of immovable property, which s situated in Cyprus, or

b) Disposal of shares in a Company not listed on a Stock Exchange, which directly or indirectly owns
immovable property situated in Cyprus, for which arecorded general valuation exists under a General
Valuation and Revaluation Survey.

The calculation of the levy differs, accordingly:

a) Inthe case ofimmovable property transfer, the levy 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.

Thelevy is payable by the Seller, who transfers the ownership of the property.
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Value added tax (VAT)

VAT applies on the supply of goods and on the provision of services within the Republic, as well as on the
acquisition of goods from Member states of the EU and importation of goods from third countries.

Through the relevant 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 the input tax, a VAT tax liability is created and a payment is due to the Republic. If the opposite
stands then a credit is created and either it is set off against future VAT tax liabilities or immediate refund to
the taxpayer takes place.

Immediate refund of excess input VAT can be

obtained in the following cases: VAT Zero rate (0%)
= A period of eight months has elapsed from the date rates Reduced rate (5%)
the VAT became refundable. e
(vatlegislation @
= |nput VAT which cannot be set off against output fo:;?:;)ax Reduced rate (9%)
VAT until the last VAT period of the year which Standard rate (19%)

follows the year in which the VAT period in which
the credit was created falls.

= Theinput VAT relates to zero rated transactions.

= Theinput VAT relates to the purchase of capital
assets of the company. Exemptions

= Theinput VAT relates to transactions which are
outside the scope of VAT but would have been
subject to VAT had they been carried out within Transactions involving the below goods or
Cyprus. services are exempt from VAT:

= Theinput VAT relates to exempt financial and Rental of properties used for residential
insurance services provided to non EU resident puUrposes.

clients (services for which the right to recover the Financial services (with exceptlions).
related input VAT is granted) Hospital and medical care services.
P & ' Educational and sports activities.

Acquisitions of second-hand buildings.

No VAT cash outflow arises on intra-community
Services performed by the national postal

acquisition of goods (with the exception of goods authority.

subject to excise taxes) as VAT is accounted by using Lottery tickets and betting coupons.

the acquisition accounting method. Thisinvolvesa Management services provided to mutual
simple accounting entry in the books of the business funds.

whereby it self-charges VAT and at the same time
claimsit back, providedit relates to supplies for which
theright torecoverinput VAT is granted, thereby
creating no cost to the business.

In cases the acquisition relates to a transaction for
which the right to recover the input VAT is not
granted, the trader must pay the VAT that
corresponds to the acquisition.
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VAT onimmovable property

i. Leasing ofimmovable property

VAT at the standard rate must be charged on
lease of immovable property when the lesseeis a
taxable person andis engaged in taxable
activities by at least 90%. The lessor has the right
to opt not toimpose VAT on the specific
property. The optionisirrevocable.

ii. Sale of non-developed building land

As from 2 January 2018 non-developed building
land sale attracts VAT at the standard rate of
19%. Non-developed land definitionincludes land
intended for the construction of one or more
structures that should be usedin carrying out a
business activity. VAT does not apply on
purchases or sales of land which is located in
livestock zones or areas which are not intended
for development.

iii. Repossession of immovable property by

financial institutions

As from 2 January 2018, any transactions taking
place during the process of loan restructurings
or for compulsory transfer to the lender
(financial institution), should be taxed under VAT
accounted under the reverse charge provisions.

iv. Leases of immovable property which

effectively transfer the risks and rewards of
ownership of immovable property

As from1January 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.

Imposition of the reduced rate of 5% on the acquisition and / or construction

of residences for use as the primary and permanent place of residence

As from10ctober 2011, contracts conducted that
relate to acquisitionsand/or constructions of
residential properties to be used as primary place of
residence, attract areduced VAT rate of 5%. The
residents shall prove that they intend to

stay there for the next 10 years at least.

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

Thereducedrateisimposed only after obtaining a
certified confirmation.

The eligible person must submit an application on a
special form, which will state that the house will be
used as the primary and permanent place of residence.

The applicant must attach a number of 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.

If youneed expert advice, GET IN TOUCH with us.

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

As from 8 June 2012 eligible persons include
residents of non-EU Member States, provided
that the residence will be used as their primary
and permanent place of residence in 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 will be 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.
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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 within a period of 30 days. In such
cases, the person must pay the difference between
the reduced rate and the standard rate of VAT
attributable to the remaining period of 10 years of
which the property willnot be used as primary
residence.

Persons who have already acquired a residence on
which the reduced VAT rate was imposed, canre-
apply and acquire a new residence on which the
reduced VAT rate will be imposed, irrespective of
whether the 10 year prohibition period for using the
initial residence has lapsed or not.

A condition for this to apply is that in case the 10
year period of using the residence as the main and
permanent place of residence has not lapsed, the
persons must return to the Tax Department the
differenceinthe VAT between the standard and
reduced VAT rates applicable at the time of the
acquisition or construction of the residence.

Persons who make a false declaration to benefit
fromthe reduced rate are required by law to pay the
difference of the additional VAT due. Furthermore,
the legislation provides that such persons are guilty
of a criminal offence and, upon conviction, are liable
to afine, not exceeding twice the amount of the VAT
due, or imprisonment up to 3 years or may be
subject to both sentences.

Imposition of the reduced rate of
5% on the renovation and repair

of private residences

Thereducedrate of 5% applies to all the residences
in which renovations and repairs are necessary.
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 materials
intended to be used in the renovation and repair
works exceed by more than 50% the value of the
services, then the value of these materials is subject
to the standard VAT rate.

The reduced rate also applies on any additions made
to aprivateresidence, subject to the condition that
at least three years have past since it was first
occupied.

If youneed expert advice, GET IN TOUCH with us.

Additionally, the reduced rate of 5% is applicable to the
renovation and repairs of old private residences, for
which a period of 3 years has lapsed from the first day
the residence was used and which are used by
vulnerable groups of people or which are residences
locatedin remote areas.

Zero vs Exempt supplies

The difference between zero rate and exempt
suppliesis that businesses that make exempt
supplies are not entitled to recover the VAT charged
on their purchases, expenses or imports.

Irrecoverable input vat

There are some cases where VAT input cannot be
recovered:

= Acquisitions used for exempt supplies.

= Purchases, importations and hiring of private saloon
cars.
Expenses related to entertainment and hospitality.
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Obligation for registration

Individuals and companies have the obligation
toregister if their turnover for the prior 12
months exceeded the threshold of €15.600 or
if they expect that their turnover will exceed
the threshold in the next 30 days. However,
there are businesses that canregister
voluntarily. Such businesses are those whose
turnover does not exceed the threshold or
those whose supplies are outside the scope of
VAT.

Obligation for registration also exists when the
businesses acquire goods from other EU
member states which are more than
€10.251,61during any period. Obligation for
registration arises for businesses who are
engaged in activities involving supply of
servicesin the EU, for which the recipient shall
apply VAT under the reverse charge
provisions. Similarly, businessesin Cyprus
which carry activities through the receipt of
services from abroad, for which the Cyprus
businessis obliged to apply VAT through
reverse charge provisions, an obligation exists
if these services exceed the threshold of
€15.600.

No registration threshold exists for the
provision of intra-community supplies of
services.

Exempted products and services, and
disposals of items of capital nature are not
taken into account for determining annual
turnover for registration purposes.
Registrationis effected by completing the
appropriate application form.

During August 2020, legal of physical persons
who are not established in Cyprus and who are
engaged in taxable activities in the Republic are
obliged to register to the VAT authorities for
VAT purposes. Thereis no VAT registration
threshold for those persons.
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VAT declaration.

Payment or refund of VAT

The businesses shall submit electronically the VAT
returns on a quarterly basis.In case where VAT is
payablei.e. VAT output is more than VAT input, the
payment must take place the 10th day of the
second month following the end of the VAT period.

VAT registered persons have the right to request
for a different filing period. The approval of the
Commissioner of Taxationis required. The
Commissioner of Taxation also has the right to
request from a taxable person to file his VAT
returns for a different period.

In cases where VAT input is more than VAT output,
thereis a refundable amount which will be either
receivedin hands or it will be set off with the next
VAT period, in case this will result to a payable
amount.

As from19 February 2013 taxpayers who make a
claim for VAT refund will be entitled to repayment
of the principal amounts together with interestin
the event that the repayment is delayed for a
period exceeding four months from the date of the
submission of the claim.

The grace period for the Tax Department to repay
the refundable amountsis extended by another
four months (i.e. eight months in total) in the event
that the Commissioner of Taxation is carrying out
aninvestigationinrelation to the submitted claim.
In addition to that, the following are applicable as
from 20 August 2020:

= Asuspension of VAT refunds with interest will
take place, in case the income tax returns of the
taxpayer were not submitted by date of the
submission of the VAT refund claim. The VAT
refund can be repaid as soon as the taxpayer
complies with all their obligations; and

= The applications for VAT refund should be
limited to six (6) years from the end of the
relevant VAT period.
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Transfer fees

The department of land and surveys charges the acquirer of the

immovable property transfer fees on the transfer of the ownership of
immovable property.

Market Value (€) | Rate (%) | Fee (€) | Accumulated fee (€)
First 85.000 3 2.550 2.550

From 85.001t0 170.000 5 4.250 6.800

Over 170.000 8

In the case of free transfers of property, the transfer fees are calculated
on the value of the property as follows:

= From parents to children Nil

= Between spouses 0,1%
= Between third degreerelatives 0,1%
= Totrustees €50

‘Value'in these cases refers to values as at 1January 2013.

Mortgage registration fees are 1% of the current market value.

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

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

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

000
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Social Insurance
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Socialinsurance

Contributions to the social insurance apply to
the gross emoluments of the employees.
However, upper limits apply on such
emoluments e.g. for 2023 the maximum
annual emoluments shall not exceed
€60.060 (weekly €1.155/monthly €5.005).

Asfrom1January 2019, the
contributions and deductions
for socialinsurance are of
8,3% and will be applicable Employer 8.3% 8.3%
forthe next 5 years.e . .
previousrate of 7,8% was Employee 8.3% 8.3%
used until 31December 2018.

Contributions

Other employer's contributions

The following contributions Market value (€) 2021
to the social insurance and Redundancy fund 1.2% (1)
other funds are made by the _ .
employer based on Industrial fund 0.5% (1)
the gross emoluments of the Social cohesion fund 2.0%(2)
employee:

Holiday fund 8.0% (1)
Notes:

1. Restricted to the maximum level of emoluments as with the social insurance contributions.
2. Social cohesion fund is calculated on total emoluments and has no maximum level.

Self-employed contributions

The contributions to the socialinsurance of the self-employedindividuals will be 15,6 % of their income.
The contributions are based on minimum and a maximum level of emoluments in accordance to the
profession of the self-employed person.

For 2023 the maximum annual emoluments shall not exceed €60.060 (weekly €1.155/ monthly €5.005).
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. General
healthcare
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General Healthcare system

As per General Health System Law of 2001(89(1)/2001) as amended 2017, a national health systemis
introduced in Cyprus aimed to provide to the population equal access to a holistic health care system.
Patients willhave the option to select a health care provider from the private as well as the public health
care sector.

Contributions relating to the implementation of the General Healthcare System (GHS) started from 1st of
March 2019, and increased from 1st of March 2020 as per the table below:

Income Category Applied on Rate

Employees Own emoluments 2,65%

Employers Employee’s 2,9%
emoluments

Self-employed Ownincome 4,0%

Pensioners Pension 2,65%

Persons holding office * Officers 2,65%
remuneration

Republic of Cyprus or

Natural/Legal person

responsible for the remuneration  Officer's 2,9%

of persons remuneration
holding an office

Persons earning rental, interest,
dividend Relevantincome 2,65%
and other income

Emoluments/

pensions 47%

Republic's Consolidated Fund

* Relates to holders of public or local authority office or other office, the income out of which does not
come within the scope of (i) or (iii) or (iv) of (vii).

GHS contributions are capped at €180.000 annual income.
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Transfer Pricing Requirements

Effective as from 1January 2022, new Transfer Pricing documentation rules were introduced to the Cyprus
Income Tax and Assessment and Collection of Taxes Laws in Cyprus, so to be aligned with the OECD Transfer
Pricing Guidelines for Multinational Enterprises and Tax Administrations.

The new rules provide for the preparation of Master File, Local File and Summary Information Table for Cyprus
tax resident persons and Permanent Establishments of non-Cyprus tax resident companies, as well as for
Advance Pricing Agreements (APAs). The concept is applicable to those companies engaging in transactions
with related parties, as these are defined in the article 33 in the Cyprus Income Tax Law.

The new rules also specifically provide for minimum thresholds for defining control over legal entities and the
contents of the Master File and Local File are aligned with the relevant OECD TP Guidelines.

The below exemptions apply to Master File and Local File:

Master File Local File
The Master File shall be prepared only if the two The obligation to prepare a Cyprus Local File lies
conditions below apply: only to Cyprus tax resident companies which
The Cyprus tax resident entity is posed as the Ultimate engage in controlled transactions with related
Parent Entity or Surrogate Parent Entity of a parties, exceeding €750,000 in aggregate per

Multinational Group, for Country-by-Country reporting transaction category per tax year.
purposes.

The consolidated revenue of the multinational group
exceed €750 million

Summary Information Table (SIT)

SIT is an additional table that must be prepared
by the relevant taxpayers engaged in
controlled transactions, containing brief
information of such transactions, including the
intercompany counterparties details, value of
the transaction and category of the
intercompany transactions.

The categories of the intercompany
transactions may be among others, sale or
purchase of goods, provision or receipt of
services, receipt or payment of royalties,
financing transactions and others.
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Reporting deadlines and Quality Assurance
Review

The Master File, if applicable, and Local File should
be prepared annually, by the deadline of the
submission of the corporate income tax return.
However, the TP documentation file should be
available, uponrequest, to the Tax Department by
the relevant taxpayers, within 60 days from the
end of the preparation deadline.

The TP documentationfileis to be subject to
Quality Assurance Review (sign-off) by a person
holding the Practicing Certificate from ICPAC or any
other recognized body approved by the Council of
Ministers.

The sign-off must take place on an annual basis
before the end of the submission deadline.
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Procedure for Advance Pricing Agreements
(APAs)

The new rules introduced a formal APA procedure
through which Cyprus taxpayers may submit APAs
to the Cyprus tax authorities to agree in advance, an
appropriate set of criteria for the determination of the
transfer pricing of certain controlled transactions.

The APAs may apply onunilateral, bilateral or
multilateral terms, and upon issuance, they remain
valid for up to 4 years and the decisionis binding,
unless certain conditions are met which may revise
the initial decision.
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Mandatory disclosure requirements

(MDR) — DAC6

Legal Background

On 25 May 2018, the European Council has adopted the Directive 2018/822, amending the
Directive 2011/16/EU. The new Directiveis also known as the DAC6 and it was designed for the
purpose of the automatic exchange of reportable cross border tax arrangements.

On 31March 2021, Cyprus Parliament voted for the DAC6 to be transposed to the existing Law of
Administrative Cooperationin the field of Taxation and will be referred to as the Law of
Administrative Cooperationin the field of Taxation of 2012 to 2021.

Furthermore, on 29 October 2021, relevant Administrative Guidelines (in the form of Decree) were
issued by the Cyprus Tax Department, so to provide further clarifications on the definitions of the
main terms, the provisions of the Law and its practical application.

Purpose and Reportable Arrangements A

The purpose of the DAC6 Law is to increase tax
transparency by providing to the relevant tax authorities
information about potentially tax abusive or aggressive
tax arrangements.

Areportable arrangement is a single cross-border N
arrangement or a series of cross-border arrangements i
1

that contain the criteria designating for a potential risk for
tax abusei.e. the ‘Hallmarks'.

Cross-border dimension

N e e e e e -,

For across-border arrangement to exist, atleastone (it W0 (Ht M - -----
the participating parties must be within a EU Member
State or a EU Member State and a third country. [ 1

_____

Hallmarks ’ : !
The hallmarks are generally indicating a reporting A : LI <E
obligation given that they either fulfil the ‘Main Benefit % : /fi/,,%/ |
5 Y G
=

Test' or they giverise to areporting obligation alone.

The main benefit test will be satisfied if it can be
established that the main benefit or one of the main
benefits which a person might reasonably expectis to
obtain a tax advantage.
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Who has to report

The principal reporting obligation rests with the
“Intermediary”, alegal or physical person who
designs, markets, organizes or makes available for — :

implementation or manages the implementation of a 7T e 3
reportable cross border arrangement. - ‘

In can also be alegal or physical person who, directly —
orindirectly, provides aid, assistance or advicein /77
designing, marketing, organizing, making available
forimplementation or managing the implementation

of areportable cross border arrangement.

Such aperson canberelieved fromits reporting
obligationsif it can satisfactory prove that they
were not obliged to know or reasonably expected to
know about an arrangement.

If none of the reporting criteria above are met, then
the obligationis on the relevant taxpayer to report.

Reporting deadlines

Administrative fines for overdue submission of DAC6 information that will be submitted until the 31st of
January 2022 in the below cases, willnot be imposed.

a) Reportable cross-border arrangements that have been made between 25 June 2018 and 30 June 2020
and had to be submitted by 28 February 2021.

b) Reportable cross-border arrangements that had been made between 1July 2020 and 31December 2020
and had to be submitted by 31January 2021.

c) Reportable cross-border arrangements made between 1January 2021and 1January 2022, that had to be
submitted within 30 days from the date they were made available for implementation or were ready for
implementation or the first step in the implementation has been made, whichever occurred first.

d) Reportable cross-border arrangements for which secondary intermediaries provided aid, assistance or
advice, between 1January 2021and 1January 2022 and had to submit information within 30 days

beginning on the day after they provided aid, assistance or advice.

e) Thefirst periodicreport on marketable arrangements.
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”””””” Filing process

Theintermediaries or the taxpayers who are responsible
for reporting cross-border arrangements under the DAC6

i J— \ Law, must register in the Government Gateway Portal
“Ariadni”, where they will be requested to submit their

report by uploading an XML file.

Penalties
The penalties for not complying with the DAC6 Law, depend on the type of the case. A maximum

penalty per case of €20.000 with an annual cap at €120.000 per intermediary or taxpayer and it
will vary based on the type of the offense. Please refer to the table below:

Offense Penalty

Failure toreport From€10.000 to €20.000

Up to 90 days: €1.000 to €5.000
Delay toreport

More than 90 days: €5.000 to €20.000
Incomplete orincorrect reporting From €1.000 to €10.000
Failure to notify for exemption due to LPP From €10.000 to €20.000

Up to 90 days: €1.000 to €5.000
Delay to notify for exemption due to LPP
More than 90 days: €5.000 to €20.000
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Double tax treaties

Paid from Cyprus Paid to Cyprus
Royalties rights Royalties rights
Dividends Interest not used in used within Dividends Interest Royalties
Cyprus Cyprus
%(1) A % (1) %o %o

Non-treaty countries Nil Nil Nil 5/10 (2) - = =
Andorra(59) Nil Nil Nil Nil Nil Nil Nil
Armenia Nil Nil Nil 5 0/5 (13) 0/5 (16) 5
Austria Nil Nil Nil Nil 10 Nil Nil
Bahrain Nil Nil Nil Nil Nil Nil Nil
Barbados Nil Nil Nil Nil Nil Nil Nil
Belarus Nil Nil Nil 5 5/10/15 (14) 5 5
Belgium Nil Nil Nil Nil 10/15 (15) 0/10 (16, 17) Nil
Bosnia (7) Nil Nil Nil 5/10 (5) 10 10 10
Bulgaria Nil Nil Nil 10 5/10 (18) 0/7 (16,19) 10 (19)
Canada Nil Nil Nil 0/5/10 (4,5) 15 0/15 (20) 0/10 (4)
China Nil Nil Nil 10 10 10 10
Czech Republic Nil Nil Nil 10 (1) 0/5 (21) Nil 10 (11)
Denmark Nil Nil Nil Nil 0/15 (16,22) Nil Nil
Egypt(56) Nil Nil Nil 10 5/10 (55) 10 10
Ethiopia Nil Nil Nil 5 5 5 5
Estonia Nil Nil Nil Nil Nil Nil Nil
Finland Nil Nil Nil Nil 5/15 (23) Nil Nil
France Nil Nil Nil 0/5(3) 10/15 (24) 0/10 (25) 0/5(26)
Georgia Nil Nil Nil Nil Nil Nil Nil
Germany Nil Nil Nil Nil 5/15 (27) Nil Nil
Greece Nil Nil Nil 0/5 (5) 25 10 0/5(5)
Guernsey Nil Nil Nil Nil Nil Nil Nil
Hungary Nil Nil Nil Nil 5/15 (15) 0/10 (16) Nil
Iceland Nil Nil Nil 5 5/10 (44) Nil 5
India Nil Nil Nil 10 10 (28) 0/10 (49) 10 (29)
Iran Nil Nil Nil 6 5/10 (50) 5 6
Ireland Nil Nil Nil 0/5 (5) Nil Nil 0/5(5)
Italy Nil Nil Nil Nil 15 10 Nil
Jersey Nil Nil Nil Nil Nil Nil Nil
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Pald from Cyprus Pald to Cyprus

Royalties rights Royalties rights

Dividends Interest not usedin used within Dividends Interest Royalties
Cyprus Cyprus
%(1) %(1) % (1) % %

Jordan (63) Nil Nil Nil 5/7 (66) 5/10 (44) 0/5 (64) 7
Kazakhstan (56) Nil Nil Nil 10 5/15 (57) 0/10 (58) 10
Kuwait Nil Nil Nil 5 Nil Nil 5
Latvia Nil Nil Nil 0/5 (12) 0/10 (47) 0/10 (47) 0/5 (48)
Lebanon Nil Nil Nil Nil 5 0/5 (16) Nil
Lithuania Nil Nil Nil 5 0/5 (30) Nil 5
Luxembourg Nil Nil Nil Nil 0/5 (51) Nil Nil
Malta Nil Nil Nil 10 Nil 10 (16) 10
Mauritius Nil Nil Nil Nil Nil Nil Nil
Moldova Nil Nil Nil 5 5/10 (32) 5 5
Montenegro (7) Nil Nil Nil 5/10 (5) 10 10 10
Netherlands Nil Nil Nil Nil 0/15 (65) Nil Nil
Norway Nil Nil Nil Nil 0/15 (42) Nil Nil
Poland Nil Nil Nil 5 0/5 (31) 0/5 (16) 5
Portugal Nil Nil Nil 10 10 10 10
Qatar Nil Nil Nil 5 Nil Nil 5
Romania Nil Nil Nil 0/5 (10) 10 0/10 (16) 0/5 (10)
Russia(61) Nil Nil Nil Nil 5/15(33) 0/15 (62) Nil
San Marino Nil Nil Nil Nil Nil Nil Nil
Saudi Arabia Nil Nil Nil 5/8 (54) 0/5(53) 0 5/8 (54)
Serbia (7) Nil Nil Nil 5/10 (5) 10 10 10
Seychelles Nil Nil Nil 5 Nil Nil 5
Singapore Nil Nil Nil 10 Nil ((1)6/)7(/312) 10
Slovakia (9) Nil Nil Nil 0/5 (10) 10 0/10 (16) 0/5 (10)
Slovenia Nil Nil Nil 5 5 0/5 (16) 5
South Africa Nil Nil Nil Nil 5/10 (46) Nil Nil
Spain Nil Nil Nil Nil 0/5 (35) Nil Nil
Sweden Nil Nil Nil Nil 5/15 (15) 0/10 (16) Nil
Switzerland Nil Nil Nil Nil 0/15 (45) Nil Nil
Syria Nil Nil Nil 10/15 (44) 0/15 (36) 0/10 (20) 1(04/.;)5
Thailand Nil Nil Nil 5/10/15 (6) 10 10/15 (37) 5/(1308/)15
Ukraine (60) Nil Nil Nil 5/10 (8) 5/10 (39) 5 ‘Z;C))
UAE Nil Nil Nil Nil Nil Nil Nil
UK Nil Nil Nil Nil 0/15 (52) Nil Nil
USA Nil Nil Nil Nil 5/15 (41) 0/10 (25) Nil
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Notes:
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Under Cyprus legislation, there is no WHT on dividends and interest paid to non residents of Cyprus. Further,
thereis also no WHT on royalties paid to non-residents of Cyprus for rights not used within Cyprus.
However, as from 31December 2022, Cyprus willadopt WHT on dividend, interest and royalty outbound
payments made to non-tax resident persons that are based in jurisdictions listed in the Annex | of the EU list
of non-cooperative jurisdictions for tax purposes.

Royalties earned on rights used within Cyprus are subject to WHT of 10% (except royalties relating to
cinematographic films, where the WHT rate is 5%).

A WHT rate of 5% is applicable on royalties for cinematographic films including films and video tape for
television.

0% on literary, dramatic, musical, or artistic work (excluding motion picture films and works on film or
videotape for use in connection with television).

The WHT rate of 5% is applicable on cinematographic film royalties.

5% WHT applies for any copyright of literary, dramatic, musical, artistic, or scientific work. 10% onright to use
industrial, commercial or scientific equipment or for information concerning industrial, commercial or
scientific experience and 15% for patents, trademarks, designs, models, plans, secret formulas or processes.

Serbia, Montenegro and Bosnia apply the Yugoslavia/ Cyprus treaty.

A 5% WHT will be levied on payment of royaltiesin respect of any copyright of scientific work, any patent,
trademark, secret formula, process, or information concerning industrial, commercial, or scientific experience
and cinematographic films. 10% in all other cases.

The Cyprus-Czechoslovakiatreaty applies with the Slovak Republic.

. 5% WHT rate applies for patents, trademarks, designs or models, plans, secret formulas, or processes, or any
industrial, commercial, or scientific equipment, or for information concerning industrial, commercial, or
scientificexperience. Nilonliterary, artistic or scientific work including films.

10% WHT rate applies for patent, trademark, design or model, plan, secret formula or process, computer
software or industrial, commercial, or scientific equipment, or for information concerning industrial,
commercial, or scientific experience.

. NIL appliesif the payer is a company thatis aresident in Cyprus and the beneficial owner of theincomeis a

company (other than partnership) that is a resident in Latvia. WHT rate applies for all other cases.

. The WHT rate of 5% applies where a dividend is paid by a company in which the beneficial owner has invested
less than €150.000.

. AWHT rate of 5% applies where the investmentis not less than €200.000 in the share capital of the
company paying the dividend. If suchinvestment is less than €200.000, dividends are subject to 15% WHT
whichis reduced to 10% if the recipient company controls 25% or more of the paying company.

. A WHT rate of 15% applies if received by a company holding less than 25% of the share capital of the paying
company andin all casesif received by an individual.

. No WHT if paid to the government/Central Bank/Public Authority of the other state.

. No WHT for interest on deposits with banking institutions.
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The WHT 5% rate applies to companies holding directly at least 25% of the share capital of the company
paying the dividend. In all other cases the WHT is 10%.

The treaty rates do not apply if the payment is made to a Cyprus entity by a resident of Bulgaria owning
directly or indirectly at least 25% of the share capital of the Cyprus entity and the Cyprus entity pays taxin
Cyprus at atax rate lower than the usual tax rate.

Nilif paid to a government/Central Bank/Public Authority or for export guarantee.

Nil applies if received by a company (excluding partnership) which holds directly at least 10% of the share
capital of the paying company for an uninterrupted period of no less than one year. A WHT rate of 5% applies
in all other cases.

A WHT rate of 15% if received by a company controlling less than 10% of the share capital of the paying
company or the duration of any holding is less than one uninterrupted year. A WHT rate of 15% also applies if
received by anindividual.

A WHT rate of 15% appliesif received by a company controlling less than 10% of the voting power in the
paying company andin all cases if received by an individual.

A WHT rate of 15% if received by a company (partnership is excluded) holding less than 10% of the capital of
the paying company and in all cases if received by an individual. 10% in all other cases.

Nilif paid to a government, bank, or financial institution.
A WHT rate of 5% on royalties for cinematographic films including films and video tapes for television.

A WHT rate of 15% if received by a company holding less than 10% of the capital of the paying company and in
all cases if received by anindividual.

Prior to 1April 2017, the applicable WHT rate is 15% if received by a company holding less than 10% of the
shares of the paying company andin all cases if received by an individual.

A WHT rate of 10% is also applicable for payments of a technical, managerial, or consulting nature. Prior to 1
April 2017, a rate of 15% applies on royalties.

A WHT rate of 5% if received by a company (other than partnership) holding less than 10% of the capital of
the company paying the dividend and in all cases if received by an individual.

Nil rate applies if the recipient company (partnership is excluded) holds directly 10% of the share capital of the
paying company for an uninterrupted period of at least 2 years. 5% in all other cases.

A WHT rate of 5% applies if the beneficial owner is a company (other than a partnership) which holds directly
at least 25% of the capital of the company paying the dividends. 10% WHT rate in all other cases.

5% if the beneficial owner is an insurance undertaking or pension fund, the Government or a political
subdivision or alocal authority, the Central Bank, or a company whose shares are listed on aregistered stock
exchange provided that no less than 15% of the voting shares are in free float and which holds directly at
least 15% of the dividend paying company throughout a period of 365 days, that includes the day of the
dividend payment.15% in all other cases.
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A WHT rate of 7% if paid to a bank or financial institution.

A WHT rate of 5% if received by a company holding less than 10% of the capital of the paying company
andin all casesif received by anindividual or a company not limited at least partly by shares.

A WHT rate of 15% if received by a company holding less than 25% of the share capital of the paying
company and in all cases if received by an individual or a company not limited at least partly by shares.

A WHT rate of 10% oninterest received by a financial institution or when it relates to sale on credit of any
industrial, commercial, or scientific equipment or of merchandise.

A WHT rate of 5% applies for any copyright of literary, dramatic, musical, artistic, or scientific work. A
WHT 10% rate applies for industrial, commercial, or scientific equipment. A 15% rate applies for patents,
trade marks, designs or models, plans, secret formulas, or processes.

A WHT rate of 10% if a dividend is paid by a company in which the beneficial owner holds less than 20% of
the share capital of the paying company and the beneficial owner has invested less than €100.000. 5% in
all other cases.

A WHT 5% will be levied on payment of royaltiesin respect of any copyright of scientific work, any
patent, trade mark, secret formula, process or information concerning industrial, commercial or scientific
experience. 10% WHT will be levied in all other cases.

A WHT rate of 15% if received by a company controlling less than 10% of the voting power of the paying
company andin all cases if received by an individual. If a company controls at least 10% of the voting
power of the paying company in order to benefit from the WHT rate of 5% other conditions relating to
the income of the paying company need to be satisfied, otherwise a WHT rate of 15%.

Nil rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least
10% of the capital of the company paying the dividends or if the beneficial owner of the sharesis the
Government of Cyprus or Norway. A WHT rate of 15% in all other cases.

10% WHT rate applies on payment of royalties of any copyright of literary, artistic or scientific work
including cinematograph films, and films or tapes for television or radio broadcasting. A rate of 15%
applies on payments of royalties of any patent, trade mark, design or model, plan, secret formula or
process, or any industrial, commercial, or scientific equipment, or for information concerning industrial,
commercial or scientific experience.

A WHT rate of 5% if received by company (other than a partnership) which holds directly at least 10% of
the capital of the company paying the dividend. 10% in all other cases.

Nil rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least
10% of the capital of the company paying the dividends during an uninterrupted period of at least one
year (the holding period condition may be satisfied post the date of the dividend payment). Nil rate also
appliesif the beneficial owner is a pension fund or other similar institution or relates to the Government
of Cyprus or Switzerland. 15% in all other cases.
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5% WHT rate applies if the beneficial owner is a company which holds at least 10% of the capital of the
company paying the dividend. 10% in all other cases.

Nil applies if the payer is a company that is aresident in Latvia and the beneficial owner of the
income is a company (other than partnership) that is aresident in Cyprus. 10% rate applies
for all other cases (except for certain governmental interest).

Nil applies if the payeris a company that is aresident in Latvia and the beneficial owner of theincomeis a
company (other than partnership) that is aresident in Cyprus. 5% rate applies for all other cases.

Nilif paid to a government or any other institution agreed upon between the two States. Prior to 1 April
2017, nil rate also applies if paid to a bank or financial institution. 10% WHT rate applies in all other cases.

The WHT rate of 5% applies if the beneficial owner of the dividends holds directly at least 25% of the capital
of the company paying the dividends.

Nil applies if the beneficial owner (other than a partnership) holds directly at least 10% of the capital of the
company paying the dividends. 5% WHT rate applies for all other cases.

A WHT rate of 15% applies to dividends paid out of income (including gains) derived directly or indirectly
fromimmovable property by aninvestment vehicle which distributes most of its income annually and
whose income from such immovable property is exempt from tax, except for cases where the beneficial
owner of the dividend is a pension scheme established in Cyprus. Nil rate appliesin all other cases.

A 0% WHT rate applies to payments of dividends if the recipient is a company (other than partnership) that
directly or indirectly holds at least 25% of the capital of the payer company. 5% WHT applies in all other
cases.

5% WHT rate applies on payments for the use of , or the right to use, industrial, commercial or scientific
equipment. A rate of 8% appliesin all other cases.

5% if the beneficial owner is a company (other than a partnership) which holds directly at least 20% of the
capital of the company paying the dividends throughout a period of 365 days, that includes the day of
payment of the dividend. 10% in all other cases.

The treaty is effective as from 01January 2021.

5% if the beneficial owner is a company which holds directly at least 10% of the capital of the company
paying the dividends. 15% in all other cases.

Nilif the beneficial owner is the Government of the other contracting state, a political sub-division, a
central or local authority, the Central Bank or any other financial institution wholly owned by the
Government of the other contracting state. 10% in all other cases.

The Treaty between Cyprus and Andorrais effective as from1January 2020.
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60. Anew protocolfor the DTT with Ukraine is effective as from 1January 2020.

61. Anew protocolsigned on 8 September 2020 between Cyprus and Russia, amending the existing treaty is
effective as from1January 2021.

62. NIL if the beneficial owner is an insurance undertaking or pension fund, the Government or a political
subdivision or alocal authority, the Central Bank, or a bank or if it is paid in respect of government or
corporate bonds or Eurobonds, all listed on aregistered stock exchange. 15% if the beneficial owner is a
company whose shares are listed on aregistered stock exchange provided that no less than 15% of the
voting shares are in free float and which holds directly at least 15% of the dividend paying company
throughout a period of 365 days, that includes the day of the dividend payment.

63. The treaty is effective as from 1January 2023.

64. If the beneficial owner of the interest is a resident of the other contracting state, the tax shallnot exceed
5%.NIL if the beneficial owner of the interest is the government, political subdivision or local authority or
the National Bank of the other contracting state.

65. NIL if:
= The beneficial owner of the dividends is a company resident in the other contracting state holding
directly at least 5% of the capital of the payee company, throughout a period of 365 days, that includes
the day of the payment of the dividend.
= Thebeneficial owner is a recognized pension fund of the other contracting state which is generally
exempt from the Income Tax Law of the other state.

All other cases attract 15% WHT.

66. A WHT rate of 7% is applicable on royalties and fees for technical services. A WHT rate of 5% is applicable
onroyalties for cinematographic films including films and video tape for television.
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Tax Calendar 2023

31January

31March

30 April

31May

30 June

31July

1August

31August

31December

End of
following
month
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Payment of Special Defence Contribution on deemed dividend distribution
from the profits generated of the tax year 2020.

Submission of income tax return for Companies and Self Employed

Individuals who prepare audited accounts for the year 2021. MeUSL

Payment of premium tax for life insurance companies for the year 2023
(1st instalment).

Electronic submission of the Employer’s return (TD7) for the year 2022. Note1

Payment of special defence fund contribution for the 1st instalment of the
year (rents and dividends or interest from abroad)

Submission of personalincome tax return 2022 and payment of the 2022

tax under self-assessment.
Note 1
Submission and payment of st instalment of provisional tax for the year

2023 through Tax Portal.

Payment through self-assessment of the final tax for companies and self-
employedindividuals who prepare audited accounts for the year 2022.

Payment of premium tax for life insurance companies for the year 2023
(2ndinstalment).

Payment of special defence fund contribution for the 2nd half of the year
(rents and dividends or interest from abroad).

Submission and payment of 2nd instalment of provisional tax for the year 2023.
Last day for the submission of revised provisional tax assessment for the year
2023.

Payment of premium tax for life insurance companies for the year 2023
(3rdinstalment).

Payment of P.A.Y.E. deducted from employees’ salaries for the previous month.

Payment of employer’s contribution and employee’s deductions to the Social

Insurance. Note 1

Payment of Defence Contribution deducted from Dividends, Interest and Rent.
It is noted that the respective tax declarations (TD603, TD602 and TD614)
must be prepared and submitted through Taxisnet.
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THE POWER OF

BEING UNDERSTOOD

EXPERIENCE THE POWER OF BEING
UNDERSTOQOD is the principle we support and
follow.

Whether serving public sector organizations,
owner-managed businesses, private individuals or
companies with overseas operations, our purpose
is to assist and advise them to move forward with
confidence and realize their business objectives.

We aim to fully understand your needs and
business requirements to deliver the best
possible advice,

If youneed expert advice, GET IN TOUCH with us.

guidance, and solutions based on your industry
requirements, market trends, business objectives
and strategies.

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

Mutual respect, integrity, teamwork,

confidentiality, stewardship and delivering
excellent quality services are the core values
we serve and apply.
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WHO WE ARE

RSM Cyprus is amongst the leading providers of
professional services, offering a comprehensive
range of audit, tax and consulting services with
presence in Limassol, Paphos and Nicosia.

Over the years of our business operations, we
provided our services to local and international
clients across various industries, i.e. tourism,
manufacturing, energy, real estate, shipping,
insurance, retail, trading and others.

From the initial years of our foundation, we follow a
proactive management approach that aims to
effectively and efficiently address the challenges
of the fast paced Business environment of the local
and international market.

RSM Cyprus is part of RSM International, the 6th
largest international audit, tax and consulting
network globally, with firms in over 123 countries,
including the world's top 40 major business
centres.

AsRSM, we have a workforce of over 51.000
people and 860 offices across the regions of Africa,
Asia Pacific, Europe, Latin America, MENA and
North America.

The primary industries we provide our services are:

= Energy

= Shipping

= Financial services

=  Manufacturing

= Tourism

= Real estate and construction

= Retailand consumer products

= |nformation communication and technology

rsmcyprus.com
k\
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Assurance and Accounting services

Responding to today’s business needs, we are
constantly investing in the improvement of
control methods while at the same time we
follow the developments of each sector
closely. Our extensive market knowledge
combined with our audit experience enables 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 solutions. Our tax
planning advisors have the knowledge to
identify and define your business and personal
tax obligations according to tax regulations.
Thus, they are able to assist youin designing
tax-efficient corporate structures by
considering your specific requirements,
industry and business type.
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Consulting Services

As one of the leading audit, tax and
consulting firms, we are able to identify and
prioritise the issues 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 Partners and Board Members

George Themistocleous Nicolas Agathocleous Nicos M. Mouzouris
Managing Partner, CEO Partner,Board Member Partner, Board Member

Marios Charalambides Sotiris Anastasiou Melina Menelaou
Partner, Board Member Partner, IFRS Expert Partner, ISA Expert

lacovos Themistocleous
Board Member, Tax Manager
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RSM Cyprus Business Insights & News

The RSM Cyprus Business Insights and News is the most direct way to receive potential changes, insights and

news of the business environment that may affect your personal affairs or your company’s operations.

When there are important news and information about:

Economicand corporateinsights

Consulting insights
Tax news
RSMnews

Our professional audit, tax and consulting advisors of RSM Cyprus will share them with you and be available
to discuss your concerns and questions by arranging a private consultation.

Please select the areas that best fit your needs from the provided options, and rest assured that your
information will not be shared with anyone else or used for any other reason except the ones specified.

At any moment, you can change your preferences by following the link that is always available at the footer
of the RSM Cyprus Bulletininsights and news.

Helping you navigate
what's in your way, so
you can lead the way
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RSM Cyprus LTD

LIMASSOL OFFICE
131, Gladstonos str, Kermia Court, 2 T:+357 25204 000
floor, 3032, Limassol, Cyprus

PAPHOS OFFICE
4, 1savellas Katholikis str., Office 2, T:+357 26 811256
8025, Anavargos, Paphos, Cyprus

NICOSIA OFFICE

6, Dimostheni Severi Avenue,

Presidium Building, 5th floor, 1082, T:+35722730 416
Nicosia, Cyprus

E:info@rsmcyprus.com
W:rsmcyprus.com

RSM Cyprus Limited is a member of the RSM network and trades as RSM.RSMi s the trading
name used by the members of the RSM network. Each member of the RSM network is an
independent accounting and consulting firm each of which practicesin its ownright. The RSM
network is notitself a separatelegal entity of any descriptionin 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 seatis in Zug.

© RSM International Association, 2023

THE POWER OF BEING UNDERSTOOD RS h A
AUDIT | TAX | CONSULTING
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