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Republic of Cyprus - Overview 
 

• Official languages – Greek, Turkish (with English commonly used)  

• Currency - EUR  

• Population – 1.2 mil  

• Area - 9,251 km²  

• GDP (EUR) - 35.9 bil  
 

Doing Business in Cyprus 
 

The synergy created by the tax regime of Cyprus coupled with its stable and adaptable Common Law 
system have created the most favorable regime in the European Union that is extensively used for tax 
planning and asset protection. 
 
Cyprus has an impressive and continually growing network of Double Tax Treaties (more than 60) and as 
a member of European Union, it can benefit from large network of EU Directives eliminating withholding 
taxes. 
  
Companies incorporated in Cyprus can benefit from the following: 
 

• No withholding tax on dividends, interest and royalties 

• No capital gains tax on sale of securities 

• 12.5% Corporation Tax being one of the lowest in Europe 

• Intellectual Property Regime allowing effective 2.5% Corporation Tax rate 

 

When thinking of Cyprus, one should also consider the high potential dynamic growing economy, 

excellent infrastructure, the high quality of professional services and the fact that it is considered one of 

the safest places to locate your business and family. 

 

Practical uses of entities incorporated in Cyprus 

 

1. HOLDING COMPANIES 
 
The holding regime of Cyprus is one of the most attractive in the world. 
 
There is no Corporation Tax and no Capital Gains Tax on sale of securities. This means that a Cypriot 
company can sell shares and trade various financial instruments without any taxation.
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2. TRADING COMPANIES 
 
The profit of trading companies is taxed with a low fixed rate of 12.5%.  
 
There is no obligation for a Cypriot company to register to VAT & VIES unless certain type of income is 
generated and unless it does not exceed the threshold of EUR 15,600 per year for VAT-taxable activities.  
 
Characteristics of a Cyprus Trading Company 
 

• If trading is performed with non-EU countries, no VAT applies.  

• If trading is performed with EU-countries, the company must register to VAT & VIES. However, 

sales invoices from Cypriot company might have 0% VAT when the trade/service is performed 

within EU VAT-registered companies.  

If the trade is done with any entities in Cyprus, the company must apply local VAT of 19%. 
 
3. INTELLECTUAL PROPERTY REGIME 
 
Cyprus has one of the most favorable IP regimes in the world with effective tax rate of 2.5%. 
 
Characteristics of qualifying income: 
 

• Royalties in connection with the use or license of qualifying intangible assets 

• Amounts received from insurance or compensation related to the qualifying asset 

• Gains relating to the disposal of qualifying intangible asset 

• Embedded income of qualifying intangible asset. 

 

Gains from sales of the qualifying intangible assets & royalties are subject to 80% deduction from 

standard Corporate Income Tax rate (giving 2.5% effective rate as a result). 

 

Capital allowances are also available by spreading the capital cost over the asset’s useful life, maximum 

of 20 years depending on the type of the asset. 

 

4. PARTNERSHIP LIMITED BY SHARES 
 
Cypriot Partnership Limited by Shares is a hybrid entity that can issue shares and is transparent for tax 
purposes in Cyprus. In combination with foreign capital entities (e.g. companies) it is possible to create 
structures benefiting from zero taxation in Cyprus and no withholding taxes on dividends distributed to 
the shareholders of the Partnership. 
 
5. TRUSTS 
 
The Cyprus International Trust regime allows non-residents to benefit high level of asset protection, 

confidentiality and no taxation. Income and capital gains generated outside Cyprus, Dividends, interest 

and other income derived by a Trust in Cyprus from Cypriot or foreign companies are tax-free. Cypriot 

trusts are also not subject to Estate Duty in Cyprus. 
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Tax Residency in Cyprus 

In line with the 2002 Income Tax Law, under the “183-day rule”, an individual who spends at least 183 
days a year in Cyprus is considered a Cyprus tax resident. On 14 July 2017, an amendment to the 
definition of “Cyprus tax resident individual” was implemented by the House of Representatives. The new 
rules were voted into the law as per the Cypriot Income Tax Law legislation.  
 
Since 01 January 2017, a Cyprus tax resident individual is a physical person who: 
 

i. does not spend more than a sum of 183 days in any other jurisdiction within a tax year; 

ii. is not a resident, for tax purposes, of another jurisdiction within the same tax year; 

iii. resides in the territory of Cyprus, for at least 60 days in a tax year; 

iv. carries on a business, or is employed, or is holding an office in Cyprus during the tax year and; 

v. maintains a permanent home in Cyprus (owned or rented). 
 
Apart from 0% tax rate for income below EUR 19.500, there are more benefits of becoming a tax 
resident in Cyprus 
 
Tax residents in Cyprus are taxed on their worldwide income however certain exceptions apply. A Cyprus 
tax resident but non-domiciled in Cyprus is exempt from taxation on their worldwide dividend and 
‘passive’ interest income. An individual with a “Domicile of Origin” in Cyprus, is only considered to be 
domiciled for tax purposes after the period of at least 17 years out of the last 20 years prior to the tax 
year in question. 
 

Non-Domiciled Rules in Cyprus 
 

In July 2015, Cyprus introduced the new status of a “non-domicile” (non-dom) individual, with tax 
exemptions over dividends and interest earned by qualifying “non-doms”. With this amendment, 
individuals who have non-dom status are no longer subject to Special Defence contribution (SDC) noting, 
as well, that the new law creates an attractive tax environment for non-doms residing in Cyprus. Non-
Domiciled Individuals are now exempt from defence tax therefore they are exempt from taxation on both 
dividends and any passive interest that they receive. The SDC law also included provisions for the 
deemed distribution of profits of Cypriot tax resident companies where the shareholders (beneficiaries) 
of such companies are Cyprus tax resident individuals. 
 

Non-Domiciled Individual Defined 

In July 2015, Cyprus introduced the new status of a “non-domicile” (non-dom) individual, with tax 
exemptions over dividends and interest earned by qualifying “non-doms”. With this amendment, 
individuals who have non-dom status are no longer subject to Special Defence contribution (SDC) 
noting, as well, that the new law creates an attractive tax environment for non-doms residing in 
Cyprus. Non-Domiciled Individuals are now exempt from defence tax therefore they are exempt from 
taxation on both dividends and any passive interest that they receive. The SDC law also included 
provisions for the deemed distribution of profits of Cypriot tax resident companies where the 
shareholders (beneficiaries) of such companies are Cyprus tax resident individuals. 
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Non-Domiciled Individual Defined 
 
In accordance with the Wills and Succession Law, an individual can be considered as domiciled in 
Cyprus by way of (i) domicile of origin or (ii) by domicile of choice. That is, the domicile received by 
him at birth; or the domicile acquired or retained by him by own act / choice, respectively. 
 

1. For the purposes of the SDC Law, a domiciled individual in Cyprus who received the status at 
birth, is domiciled in Cyprus with the following exemptions: 

  
i. the individual was NOT a Cyprus tax resident for at least 20 consecutive years prior to 

the introduction of the amendment to the SDC Law. 
ii. the individual has obtained and maintains a domicile of choice outside Cyprus, 

provided that he was NOT a Cyprus tax resident for a period of 20 consecutive years, 
prior the tax year of assessment. 

 
2. An individual who has been a tax resident of Cyprus for at least 17 years out of the last 20 

years prior to the tax year will be considered to be “domiciled in Cyprus” and as such will be 
subject to special contribution for defence from the 18th year. 

 
3. Notwithstanding the above: 

 
i. an individual may acquire a domicile of choice with his establishment in any country 

outside Cyprus with the intention of the permanent or indefinite residence in such a 
country; 

ii. a domicile of choice is maintained until abandoned in which case a new domicile of 
choice is acquired or the domicile of origin is reinstated. 
 

With the recent amendment, the SDC law will apply to an individual only if he or she is both a 
resident for tax purposes in Cyprus and is also domiciled in Cyprus. 
 

Advantages of the New Regime 
 
Individuals already living in Cyprus, that are Cyprus tax residents qualifying as non-doms, will 
immediately see a tax saving of 17% on dividends, 30% on bank deposit interest and, 3% on rental 
income, noting in the following advantages: 
 

i. no Cyprus tax is payable on receipt of dividend income from any company registered 
anywhere in the world; 

ii. no Cyprus tax is payable on receipt of interest income from anywhere in the world; 

iii. no SDC is payable on rental income; 

iv. the deemed distribution rules on profits from Cyprus tax resident companies will not apply to 
non-Cyprus domiciled individuals. 
 

As such, a Cyprus tax resident individual who is not domiciled in Cyprus (non-dom) will NOT be 
subject to the SDC in Cyprus on any interest, rents or dividends (whether actual or deemed) 
regardless of the source, and regardless of whether such income is remitted to a bank account or 
used in Cyprus. 
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Tax Residency for Individuals in Cyprus  
 
Cyprus is one of the most attractive countries to relocate, not only due to great weather, interesting 
culture, safety, high standard of living and very good infrastructure.  
 
It also offers great tax benefits, especially for expats and international investors willing to relocate. 
 
How to become a tax resident of Cyprus: 
 

i. residing in the territory of Cyprus for at least 60 days in a tax year; 
ii. not spending more than a sum of 183 days in any other jurisdiction within a tax year; 
iii. not being a resident for tax purposes of another jurisdiction within the same tax year; 
iv. carrying on a business / being employed / holding an office in Cyprus during the tax year;  
v. maintaining a permanent home in Cyprus (owned or rented). 

 
All above conditions have to be fulfilled in order to use the 60-day rule of tax residency.  
An alternative to the above is spending more than 183 days per calendar year in Cyprus. 
 
Main tax benefits of residing in Cyprus: 
 

 No taxation of dividends and interest for non-domiciled tax residents - for 17 years of the 
residency (exemption from Special Defence Contribution which is a local withholding tax on 
passive income for domiciled tax residents); 

 No Personal Income Tax for income below 19 500 EUR gross per year (once reached, then 
20-35% depending on the level of income); 

 No capital gains tax on sale of securities (selling shares, stocks, various financial 
instruments); 

 Various deductions when receiving personal income (e.g. from employment); 
 No tax on sale of security tokens; 
 Possibility of tax-free tokenisation of individuals & businesses.  

 
An individual obtaining the tax residency of Cyprus should have in mind both local and international 
requirements related to tax residency. A careful study of Double Tax Treaty is often needed in order 
to establish the tax residency of a person relocating to Cyprus. In cases where no Double Tax Treaty 
between Cyprus and the previous country of residence exists, a domestic legislation of that country 
shall be considered. 

 

 


