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Competitive Advantages
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EU Member/ Geostrategic location

EU-endorsed tax and legal framework

Business-friendly environment

Highly skilled human talent

Advanced infrastructure

High quality of life
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 Taxation is based on residency status

 Tax residents are taxed on income earned both in Cyprus and abroad, whereas non-tax 
residents are taxed on certain income earned from Cypriot sources only

 12,5% corporate tax on corporate trading profits as from 1.1.2013

 Interest expense on 100% corporate acquisitions permitted

 Notional Interest Deduction on new equity invested

 Fully reformed Intellectual Property Regime

 Capital gains on sale of securities: 100% exemption

 Capital gains from the sale of immovable property situated outside Cyprus are tax exempt

 No withholding tax on outgoing payments (dividends-interest-royalties)

 No taxes on corporate dividend income or on profit on sale of shares

 Applicability of all EU directives

 Advance ruling practice exists

 Extensive and constantly expanding network of attractive Double Tax Treaty network

The Cyprus Tax System at a Glance
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A Complete Framework for Funds
and Management companies
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Regulatory Frameworks

CY Alternative 
Investment Funds 
Law 131(I) 2014

CY Law 56(I)/2013 ON 
Alternative Investment 
Fund Managers

In the recent years the regulatory framework has seen 
tremendous changes: 

UCITS IV Directive 
2009/65/EC

2009

Alternative Investment 
Funds Managers 
Directive 2011/61/EU

2011

CY Open-Ended 
Undertakings for 
Collective Investment 
(UCI) Law of 2012 

2012

EU Regulation 
231/2013

2012

2013

2014

2016

2017 – Upcoming 
Events

UCITS V Transposition  

Alternative Investment Funds Law 131(I) 
2014  - Amendments 

22 July 2017 – Compliance with 
2011/61/EU, local depository for AIFs

CY Directive DI131-
2014-05 regarding 
the Depositary of 
AIFs and AIFLNPs

Modernization of the legal framework:

• Transposition of the UCITS IV Directive in 2012. 

• Transposition of the Alternative Investment Funds 
Managers Directive (AIFMD) in 2013.

• Enactment of the Alternative Investment Funds Law 
in July 2014 (AIF Law)

Modernized provisions of the AIF Law:

• Establishment of funds marketed to 
Professional/Well-Informed or Retail investors. 

• Introduction of Umbrella Funds with segregated 
Investment Compartments (Sub-Funds). 

• Establishment of the AIF with Limited Number of 
Persons, a slightly regulated structure with no initial 
capital requirements.
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The Structure

Management 
Shareholder 

(Voting shares) 

The Fund 

AIF/AIFLNP

Externally or self 
managed 

BOARD OF 
DIRECTORS

COMPARTMENT 1 COMPARTMENT 2 COMPARTMENT 3 COMPARTMENT 4

Portfolio 
Manager(s)

Risk 
Manager

Complia
nce/AML 
Officer

Internal 
Auditor

Depository

Fund 
Admin

External 
Auditor

Professionals 
Involved

Direct Investment and/or through SPVs

INVESTORS (Investment Shares)
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 Taxation is based on residency status

 Amendment of the tax residency definition

 One of the lowest income tax regimes in Europe with taxation reaching up to a maximum of 35%

 Dividend income and profit on sale of shares and other securities is tax exempt 
(non domiciled scheme)

 50% tax exemption to all newcomers employees with annual salary at least €100.000

 The VAT on acquisition of new residential property can be as low as 5%

 There are no transfer fees if the transaction is subject to VAT and 50% if not

 Immovable Property Tax (IPT) was fully abolished from January 2017

 Can provide an EU Passport with a minimum investment of €2 million

 Tax on overseas pensions with one of the lowest rate 5%

 Pensions received from abroad by Cyprus Tax Residents are taxed at 5%

 Special reduced VAT for private yachts

 No inheritance ta. No wealth tax. No gift taxation

 Individuals who are beneficiaries to a Trust, would be exempt from tax in Cyprus, to the extent 
that the income at/from the Trust would be in the form of interest or dividends

Benefits for the Individuals
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Key Benefits of a Cypriot Fund

Flexibility 

• Any asset can be included in the investment strategy of the AIF 

Transparency

• Annual audited and half yearly reports to be sent to the CySEC and the Investors 

Cypriot Citizenship

• An Investor can apply for Cyprus Citizenship if makes an investment of €2m in a Cyprus AIF 
investing in Cyprus and take delight of all the benefits of an EU passport holder

Regulations/Modern Legislation 

• EU directives / business friendly jurisdiction (no onerous reporting requirements)

• Designed legislation to take into consideration new market realities and conditions

• Strong legal Framework based on UK Common Law

Low set-up and operational costs 

• Easy and cost efficient to set up and maintain Cyprus funds

Tax benefits at the level of Investor and the Fund



Exploitation of Troodos State Assets
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