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Tax Reform in Cyprus 

Since the first of July this year the new Tax department in Cyprus is officially 

established by Law. The new tax department will administer both Direct Taxes and 

VAT. Already common work has started with the performance of joint audits by the 

VAT division and Direct Tax Division of the Department. The 2 Divisions are expected 

to merge gradually, with complete merging by 2016. By the end of this year the large 

tax payers unit of the merged divisions will be established, that will handle large audits 

in both areas of tax. Gradually all other sections under each division will merge. 

Per Law the Tax Department is directed by the Commissioner of Tax. The 

Commissioner is appointed for 5 years with option for renewal for 5 years more. The 

Commissioner must not be over 65 years of age. The Minister of Finance suggests to 

the Council of Ministers the Commissioner. The appointment needs to be approved 

by both the Council of Ministers and the Parliament. 

The Commissioner is Mr John Lazarou and his appointment is for 3 months. 

The Law also provides for the appointment of up to 3 assistant Commissioners. The 

assistant Commissioner is appointed for 4 years with option for renewal for 4 years 

more. The assistant Commissioner must not be over 65 years of age. The Minister of 

Finance suggests to the Council of Ministers the assistant Commissioners. The 

appointment needs to be approved by both the Council of Ministers and the 

Parliament. 

No assistant Commissioners have yet been appointed. 

It is expected that the merging of the VAT and Direct Tax Department will be beneficial 

to the economy. 

The advantages are expected to be the following: 

a) Cost of audit per taxpayer to the government will be less as with one audit 

compliance in both taxes will be checked. 

b) Less administrative burden to taxpayers as both taxes will be checked by the 

tax authorities in one audit and not in two audits i.e. one by VAT dept. and one 

by Direct Tax dept. 
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c) Cost of collection of taxes per taxpayer to the government will be less as with 

one step both taxes or measures for both taxes will be made. 

d) Simultaneous payment or arrangement for payment assists taxpayers to pay 

their taxes, avoid continuous problems with tax authorities, encourages tax 

compliance and helps taxpayers to be more clear on their payment obligations. 

Hence reduces the administrative burden of taxpayers to comply. 

e) Cost of other measures of compliance per taxpayer to the government will be 

less as with one step both taxes or measures for both taxes will be made. 

f) Simultaneous compliance of taxpayers for both taxes reduces the 

administrative burden of taxpayers to comply. 

g) Common policy for both taxes eliminates inconsistencies in the administration 

of taxes, making tax evasion more difficult and facilitates tax compliance in 

both taxes. 

h) Common policy for both taxes reduces the administrative burden of tax payers 

as compliance by taxpayer and way of control of compliance will be the same 

for both taxes. 

 

But considering that the Tax Department will be collecting 70-80% of the revenues of 

the Republic it is VERY IMPORTANT to ensure that the Department works efficiently 

and effectively.  
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