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TAX ALERT

A number of tax developments have been
implemented in Cyprus as from 1 January 2014.

New Double Tax Treaties (‘DTTSs’)

Five new DTTs have taken effect as of 1 January
2014 between Cyprus and Estonia, Finland,
Portugal, Spain and Ukraine. According to the
new DTTs the following withholding tax rates

apply:

Cyprus - Estonia
Dividends: Nil
Interest: Nil

Royalties: Nil
Cyprus - Finland

Dividends: 5% if the beneficial owner is a
company (other than a partnership) holding at
least 10% of the voting power of the capital of
the company paying the dividend or 15% in all
other cases.

Interest: Nil

Royalties: Nil

Cyprus - Portugal

Dividends: 10%

Interest: 10%

Royalties: 10%

It should be noted that where relevant EU

Directives are applicable the above rates may
be eliminated.

Cyprus - Spain

Dividends: 5% unless the beneficial owner is a
company holding at least 10% of the capital of
the paying company

Interest: Nil

Royalties: Nil

Cyprus - Ukraine

Dividends: 5% where the company receiving
the dividend owns at least 20% in the capital of
the paying company or has invested an amount
of at least EUR €100.000. In all other cases a
withholding of 15% will apply.

Interest: 2%
Royalties: 5%

The Special Contribution for the Defence
of the Republic law

The rate of withholding tax on dividends paid to
Cypriot resident shareholders has been reduced
to 17% as of 1 January 2014.

Social Security Contributions

As of 1 January 2014 the social security
contributions rate has increased by 1%. The
rate for 2014 is 7, 8% for both the employee
and the employer and 14.6% for the self-
employed.

VAT Law

The VAT rates have increased as of 14 January
2014 and are now applicable as follows:

Standard rate 19%

The standard rate applies to any provision of
goods and services in Cyprus not subject to the
zero rate, the special rate or is exempt.

Reduced rate 9%

The reduced rate of 9% applies to hotel
services, to the provision of food in the course
of catering, and to public transport.

Reduced rate 5%

The reduced rate of 5% applies to the supply of
specific goods such as fertilizers and pesticides,
water, books and other publications, food and
drinks, gas, medicine. The reduced rate of 5%
also applies to the supply of specific services
such as dental services, entertainment services,
services related to sports.
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Zero rate

Zero rated supplies include medicine and food
(except the supply of food in the course of
catering), goods entered into a customs regime
and certain services related to sea-going
vessels.
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