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INTRODUCTION

TERMINOLOGY

In light of the shifting international tax landscape,
with substantial emphasis being given on economic substance, corporations are cautiously
considering the jurisdictions they operate from in
order to safeguard their interests.
Cyprus’ strategic location, full EU membership, developed legal system, competitive corporate income tax rate of 12.5%, well-educated workforce
and business-friendly environment make Cyprus
an ideal country to establish business presence.
Additionally, Cyprus offers a number of personal tax
incentives that aim to entice multinational companies in relocating their key personnel Cyprus. The tax
incentives also appeal to high-net-worth individuals
who are willing to relocate to Cyprus.
Below, we present an overview of Cyprus’ personal tax regime as well as the key tax benefits provided to expatriate individuals relocating to Cyprus.

Tax residency
An individual is tax resident in Cyprus if he/she is
present in Cyprus for more than 183 days in a tax
year.
Domicile
An individual’s domicile is that of his/her father’s
domicile (at birth) or that of his/her choice.
Therefore, an individual born to a non-Cypriot
domiciled father is considered to be non-domiciled in Cyprus. However, a non-domiciled individual may be deemed as domiciled in Cyprus
if he/she has been a Cypriot tax resident for at
least 17 out of the last 20 years prior to the relevant tax year. An individual born to a Cypriot domiciled father may also qualify as non-domiciled
in Cyprus subject to certain conditions.
Taxable income
A Cypriot tax resident individual, irrespective of
his/her domicile status, is subject to income tax on
his/her worldwide income, subject to exemptions.
A tax resident individual who is non-domiciled in
Cyprus is exempt from tax on dividend and interest income.
A non-Cypriot tax resident individual is subject to
income tax on income accruing or arising only
from sources within Cyprus and is exempt from
tax on dividend and interest income.
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TAXATION
Personal taxes and contributions
The main types of direct taxes applicable to an
individual in Cyprus are:
• income tax
• special defense contribution on dividend, interest and rental income
• capital gains tax on gains from the sale of
Cypriot real estate
An individual working in Cyprus is also subject to
social insurance and other contributions. An individual is subject to income tax and/or special
defense contribution depending on his/her tax
residency and domicile status, a concept introduced in the Cyprus tax law in July 2015.
Income Tax Rates
Taxable income up to €19,500 is effectively exempt from income tax. Taxable income exceeding this amount is subject to progressive income
tax rates ranging from 20% to 35% (for income
exceeding €60,000).
Tax Base (EUR)
Up to €19.500
€19.501 to €28.000
€28.001 to €36.300
€36.301 to €60.000
Over €60.000

Tax rate (%)
0%
20%
25%
30%
35%

Expatriate Remuneratio
An expatriate individual relocating to Cyprus (irrespective of his/her tax residency or domicile
status) is eligible to one of the following income
tax exemptions on employment income:
• 50% of the remuneration from any employment exercised in Cyprus by an individual
who was resident outside Cyprus before the
commencement of his/her employment in
Cyprus. The exemption applies for a period
of ten years starting from the first year of employment provided that the employment income of the employee exceeds €100,000 per
annum. The 50% tax exemption would not be
granted to an individual who has been a Cypriot tax resident for at least three out of the
last five years immediately prior to the year of
commencement of employment or to an individual who has been a Cypriot tax resident
in the tax year immediately prior to the year
of commencement of employment.
• 20% of the remuneration or €8,550 (whichever
is the lower) from any employment exercised
in Cyprus by an individual who was resident
outside Cyprus before the commencement
of his/her employment in Cyprus. The exemption applies for a period of five years from 1
January following the year of commencement of the employment and applies for tax
years up to 2020.
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Remuneration exceeding €100.000.
Income from employment that exceeds €100.000
annually by any individual whose residence was
outside Cyprus before the commencement of
the employment in Cyprus will be given a 50%
tax exemption. The exception is applicable for
the first 10 years of employment. Considering
personal taxation rates currently applicable in
Cyprus, the effective taxation on €100.000 remuneration is 6.2%.
Income from overseas employment
Remuneration from rendering services outside
Cyprus to a non-resident employer or to an
overseas permanent establishment of a resident
employer for more than 90 days in a tax year is
exempt from income tax.
Social Insurance contribution
Employees and employers are subject to social
insurance contributions at the rate of 7.8% and
9.5% respectively, on the employees’ gross employment income, subject to an income ceiling. Furthermore, employers are subject to an
additional 2% contribution calculated on the
employees’ gross employment income. An exemption from contributing to the Cyprus social
insurance scheme may be granted for a period
of time to qualifying expatriate EU nationals that
take up employment in Cyprus.
Dividend and Interest income
A non-domiciled individual, irrespective of his/
her tax residency status is exempt from tax on
dividend and interest income.

Withholding Tax
Cyprus is has Double Tax Treaties with more than
55 other countries that provide zero or reduced
withholding tax rates on dividends, interest, royalties and pensions received from abroad.
Pension Income
Any lump sum received as a retirement gratuity is exempt from tax. Furthermore, a Cypriot
tax resident individual receiving pension income
from services rendered abroad may choose to
be taxed at a flat rate of 5%, on amounts exceeding €3.420 per annum.
Capital Gains
Zero capital gains tax for all titles, with the exemption of immovable property in Cyprus subject to conditions. Gains arising from the disposal
of non-Cypriot real estate are exempt from CGT.
Furthermore, a specific CGT exemption applies
to gains arising from the disposal of Cypriot real
estate, if acquired between 16 July 2015 and 31
December 2016.
Estate duty, wealth tax, gift tax and inheritance tax
There is no estate duty, wealth tax, gift tax or inheritance tax in Cyprus.
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RECENT DEVELOPMENTS
60 days Tax Residency
A proposed law has been presented which will
be amending the rules for determining tax residency of individuals in Cyprus. Specifically, the
183 day rule is expected to be replaced with the
below mentioned three criteria which must be
met cumulatively for an individual to be considered a tax resident of Cyprus:
• Remains in Cyprus for at least sixty(60) days in
the year of assessment,
• Carries out any business in Cyprus and/or is
employed in Cyprus and/or holds an office to
a person resident in Cyprus at any time during
the year of assessment,
• Maintains a permanent residence in Cyprus
owned or rented by such individual
The main purpose of the proposal is to allow an
individual who does not remain in any other state
for one or more periods, which do not exceed 183
days in total, within the same year of assessment
and who is not a tax resident in any other state for
the same year of assessment, to be considered
as a resident of the Republic of Cyprus.
The proposed law has not yet been published in
the official gazette of the Republic of Cyprus but
it is expected that it will be deemed to enter into
force on 1st January 2017.
Non-domiciled individuals moving to Cyprus
The introduction of “Domicile” regime aims to exempt High-net worth non-domiciled individuals
moving to Cyprus from personal taxes (Special
Contribution for Defense). High-net worth non-domiciled individuals will need to declare Cyprus as

their taxable jurisdiction and receive an exemption
from Cyprus personal taxes (Special Contribution
for Defense) on rents (3% on 75% on rent income),
interest (30%) and dividends (17%) which are applicable to Cyprus domiciled individuals. The exemption will apply for 17 years as from the date of
declaring Cyprus as their taxable jurisdiction.

Kalavassos Lake, Limassol
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EXAMPLE
To demonstrate the tax benefits available to
qualifying expatriate individuals relocating to Cyprus, we calculate below the Cypriot tax liability
of a Cypriot tax resident non-domiciled individual who takes up employment in Cyprus, earns
income from investment sources and realizes a
capital gain on the sale of real estate.
Income
Source

Amount

Tax

Comments

Employment
Income

€
150,000.00

€
20,000.00

50% exempt,
estimation is
done on the
amount of
75000

Dividend
Income

€ 70,000.00

€ 0.00

100%
exempt

Interest
Income

€ 30,000.00

€ 0.00

100%
exempt

Gains from
Disposal of
Shares

€ 5,000.00

€ 0.00

100%
exempt

Capital
gains from
the sale of
real estate
situated
overseas

€
200,000.00

€ 0.00

100%
exempt

An individual with the above profile would be liable to total Cypriot taxes and contributions of
approximately €20,000 arising on his/her employment income. His/her investment income would
be fully exempt from tax in Cyprus.

The Cypriot tax laws provide investors with a
broader scope of options in structuring their investments into and from Cyprus, and are expected to further enhance Cyprus’ position as a serious contender among jurisdictions where wealthy
individuals should consider residing in. Interested
individuals should therefore obtain professional
specialist advice from tax and legal experts in an
effort to assess their personal options and consider taking any necessary migration actions.
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“WE HELP YOU WITH”
•
•

•
•
•
•
•
•
•
•

Establishment and management of International Business Companies
Financial services licensing consulting and
implementation including pre and post licensing support, compliance risk and AML
services
Company maintenance services, accounting, audit and directorship services
GDPR audit and consultancy
Legal support
Due Diligence Work
Virtual/Real Office, Mail Forwarding and Office support
International Tax Planning
Training
Mediation and arbitration services (Licensed
mediator)

CONTACT US
Arsakiou 19, Strovolos, 2045 Nicosia Cyprus
+357 22 323 461
info@cxfinancia.com
CXFinancia Support
www.cxfinancia.com
Xenia Neophytou
Managing Director
xenia@cxfinancia.com
+357 99 611 812
Petros Hadjipetrou
Business Associate
petros@cxfinancia.com
+357 99 46 76 32
Danilo Santanatoglia
Business Development Consultant
danilo@cxfinancia.com
+356 79042402
FIND US:
CX Financia
FinanciaCX
CX Financia

DISCLAIMER
This material has been prepared for information purposes only and it is addressed to the general public and not to any
specific recipient. It is not a substitution for professional advice or legal opinion and no liability will be accepted. One must
not rely on it without executing their own investigation and analysis on the matters found in this material. No responsibility
can be accepted by the authors in respect of any actions, decisions or any losses arising directly or indirectly from the
information provided in this material.

