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Recent changes in Legislation  

There have been some recent changes in Laws administered by the Tax Department 

for the purposes of expanding the tax base where it was thought necessary ,assisting 

the economy in the area of restructuring of debts owed to the banks, taking into 

account EU aqui and assist the environment for the boost of the Cyprus economy. 

Below some of the main changes are listed. 

Capital Gains Tax 

a) Tax base has been expanded to include profit on disposal of shares of private 

companies to which value is attributed as a result of an indirect ownership of shares 

in private companies with immovable property in Cyprus, provided the value of 

immovable property held by all companies involved contributes more than 50% to 

the value of the shares being sold. Any loans due for the acquisition of immovable 

property are not taken into account for the estimation of 50% of value. The 

amendment has effect as from 17.12.2015. 

Prior to the above amendment profit on the disposal of shares of private companies 

was only taxed  to the extent of value of the immovable property held in Cyprus by 

the company its shares were being sold, irrespective of whether the company owned 

shares of another private company with immovable property in Cyprus. 

With the above amendment, if an individual sells shares in company A and for 

example company A owns immovable property in Cyprus and also owns shares in 

company B that owns immovable property in Cyprus, then if the estimated value of 

the immovable property in Cyprus, irrespective of any loans due on the 

purchase/construction of immovable property, in both companies A and B is more 

than 50 % of the value of the shares being sold, then the profit taxable will be 

estimated taking into account the value of immovable property in A and B at the 

time of sale. 

Per amendment, at a later sale of shares held in company A the cost deducted in 

arriving at the profit on disposal will be the estimated selling price of shares to the 

extent the immovable property being now disposed was then involved. Purpose to 

avoid double taxation. 

The above paragraph also applies on the sale of immovable property involved in a 

previous sale of shares. 
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b)Any profit relating to the restructuring of non-performing loans made between 

31.12.2015- 31.12.2017 is exempt, except profit that relates to any amounts given 

to the borrower as a result of the restructuring of loan. Tax is deducted at source. 

Restructure means direct or indirect disposal of immovable property or rights as 

defined per Law, for the reduction or redemption of a loan owed to a bank. 

 

Income Tax Law 

a) Tax losses incurred by companies that have their seat and residency in a Member 

State, provided there is no prospect of set off or carry forward of these losses in the 

country of residence or in the Member State in which an intermediate holding 

company has its seat, can be absorbed by the company resident in Cyprus, provided 

companies involved can be considered for the specific tax article members of the 

same group. The amendment applies as from 1.1.2015. Relevant ECJ decision is 

Marks & Spencer.  

b) As from 1.1.2016 the gross income obtained from sources in the Republic by a non 

resident, provided this income cannot be attributed to a permanent establishment 

in Cyprus, is taxed at the rate of 5% if it relates to services offered in the Republic 

in relation to extraction, exploration, exploitation of continental shelf, subsoil or 

natural sources as well as the installation and exploitation of pipes and other 

installations on the ground or bottom of sea or above sea surface. 

c) As from 1.1.2015 the corresponding adjustment as a result of the application of 

transfer pricing rules on transactions between resident companies or permanent 

establishments, in Cyprus, has been legally endorsed with the amendment of article 

33 of the Law. 

d) Exchange Differences, unless they relate to profit on the trading of currencies are 

exempt.  A trader in currency has the irrevocable option to select non realized profits 

to be exempt and of course non-realised losses cannot be deducted. This article 

extends to rights and derivatives of currencies. This amendment applies as from 

1.1.2015 

e) An amendment has been made to extent chronically the application of the tax 

exemption for first employment of persons residing and working in Cyprus , who prior 

their first employment were non-residents.  

f)Any profit relating to the restructuring of non-performing loans made between 

31.12.2015- 31.12.2017 is exempt, except profit that relates to any amounts given 

to the borrower as a result of the restructuring of loan. Tax is deducted at source. 

Stamp Duty Law 

Any contracts, mortgages or other documents prepared as a result of a restructure 

of a loan are exempt. Exemption applies for documents signed between 31.12.2015-

31.12.2017 
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Special Contribution for Defense  

No SCD is paid on notional distribution of dividends as a result of profit on the 

restructure of non-performing loans except profit made by the borrower. Exemption 

applies as from 31.12.2015-31.12.2017 

Collection Law 

Any burden on immovable property transferred to the bank as a result of the 

restructure of a loan remains in favour of the Commissioner if the person cannot pay 

its debts and there is no decision for dissolution /bankruptcy. The Commissioner has 

the right to request the transfer of memo to another property of the borrower with 

value no more than double the tax due including interest and penalties or to arrange 

the settlement of any dues for the removal of memo .This provision applies as from 

31.12-2015-31.12.2017 

Special Tax on Credit Institutions Law 

a) As from 1.1.2015 Credit Institutions can pay the special tax in 4 installments 

instead of one and have the right to revise their estimation within 6 months of date 

due and justify it. 

b) As from 1.1.2015 – 31.12.2021, 35/60 of the total collection will be transferred 

within 7 days from the date it has been deposited to the Fund of the Republic to the 

Central Bank for the benefit of the Fund for the Recapitalisation of Credit 

Institutions. Any need for recapitalization must not exceed the total amount 

collected as at 31.12.2021. 

c) As from 1.1.2022 the total amount collected will be transferred within 7 days to 

the Fund for Recapitalization. 

 

Interest on Tax due for 2016 

Per decree of the Minister of Finance the interest imposed on taxes due in the year 

2016, is 4%. 

 

 

 

 


