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INTRODUCTION

Our long lasting experience enables us to fully understand the needs of
your business and contribute towards its success.
This publication will concentrate on the business development
between Cyprus and Germany in the context of the new Double Tax
Treaty signed in February 2011.
A preliminary analysis of the key provisions of the new Treaty is
expected to determine the cooperation potentials of the two contracting states in the upcoming years.
We will close this Cyprus- German investment and business publication
with future developments and their tax treatment under the new
Treaty, once it comes into force.
Cyprus and Germany took a significant step to improve their bilateral
relations. They signed on 18th February 2011 a new tax agreement
replacing the existing agreement for the avoidance of double taxation
of the income, applicable since 1974.

CYPRUS –
GERMANY

The two countries maintain important financial and trading relations
but with the entry of Cyprus in the EU the requirement for further
cooperation is constantly rising.
The conclusion of this treaty is the outcome of the hard work
conducted from both countries. The new Treaty has stepped away from
the previous confusing provisions and provides for a clear-cut and fair
tax frame.
Both Contracting States are expected to benefit from the enforcement
of the new DTT, and resulting to the improvement of their commercial,
financial and investment relations.

NEW TREATY:

The new agreement shall apply to taxes on income and on capital
imposed on behalf of a Contracting State, of a Land or a political subdivision or local authority thereof, irrespective of the manner in which
they are levied.

TAXES
COVERED

Taxes covered will be regarded to be the taxes on income and on capital imposed on total income, on total capital, on elements of income or
of capital, including taxes on gains from the alienation of movable or
immovable property, taxes on the total amounts of wages or salaries
paid by enterprises, as well as taxes on capital appreciation.

3

CYPRUS:
the gateway to German business

CYPRUS-

Under the Double Tax Treaty concluded between Cyprus and Germany,
it is worthy to mention the advantageous treatment of dividends:

GERMANY:
DOUBLE TAX

Dividends: 5% / 15% withholding tax

TREATY

Dividends paid by a company which is a resident of a Contracting State to a
resident of the other Contracting State may be taxed in that other state.
Dividends may also be taxed in the Contracting State of which the company
paying the dividends is a resident and according to the laws of that state, but,
if the beneficial owner of the dividends is a resident of the other contracting
state and the tax so charged shall not exceed:

a ) 5% of the gross amount of the dividends if the beneficial owner is a
company which holds directly at least 10% of the capital of the company
paying the dividends.
b)

15% of the gross amount of the dividends in all other cases.

The term ‘dividends’ as used in this agreement means income from
shares, founders’ shares or founders’ rights, mining founders’ shares or
other income which is subject to the same taxation treatment as
income from shares by the laws of the State of which the company
making the distribution is a resident and distributions on certificates of
an investment fund or investment trust.
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CYPRUS

Principal Company/Ownership

HOLDING
COMPANY

Dividends

100%

Cyprus Holding Co
No participation requirements
No holding requirements

Dividends

GERMAN Co

100%

CYPRUS treatment:
Corporate Income Tax on
worldwide income: 10%;
Dividends received:
Dividends are not subject to
corporation tax and is likely
to be exempt from SCDF
Dividends paid:
0% withholding tax
GERMAN treatment:
Dividends paid:

Investments

5% withholding tax (various
provisions applicable), in all
other instances, 15%
withholding tax is imposed.
Dividends paid to the Cyprus
Co may qualify for the withholding
tax exemption granted under
the EU Parent Subsidiary
Directive.
Special Contribution to Defence Fund= SCDF

Cyprus companies can effectively be used as holding companies with
the German and/or international cross border transactions involving
them.
In the diagram above, Cyprus company holds 100% participation in a
German company conducting various investments. From a Cyprus
perspective, no participation or holding requirements exist in order to
obtain tax benefits.
Incoming dividends from Germany, are exempt from Cyprus corporation tax and may also be exempt from SCDF provided that:
- more than 50% of the income of the company paying the dividends
derives directly or indirectly from trading activities; or
- the foreign tax rate must not be significantly lower than the tax
payable in Cyprus(in practice lower than 5%).
5% or 15% tax is withheld at source from the distribution of dividends
by the German company.
Dividends paid to the Cyprus co may qualify for the withholding tax
exemption granted under the EU Parent Subsidiary Directive. Such
exemption obtained shall eliminate any withholding taxes arising from
the distribution of dividends of a subsidiary company to its Parent.
Moreover, the Cyprus company shall be liable to 10% corporation tax
on its worldwide income.
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CYPRUS-

Under the Double Tax Treaty concluded between Cyprus and Germany,
it is worthy to mention the advantageous treatment of interest:

GERMANY:

Interest: nil withholding tax

DOUBLE TAX
TREATY

Interest arising in a Contracting State and beneficially owned by a
resident of the other Contracting State shall be taxable in that other
State.
The term ‘interest’ as used in this agreement means income from
debt-claims of every kind, whether or not secured by mortgage, and in
particular, income from government securities and income from bonds
or debentures, including premiums and prizes attaching to such securities, bonds or debentures. Penalty charges from late payment shall
not be regarded as interest for the purpose of this interest article.
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FINANCING
COMPANY

Investments

CYP R U S FI N A N CIN G CO M P A N Y
-Financing the group companies in two
ways:
(a) by way of debt or
(b) capital (equity);

CYP R U S L E GISL A TIO N

Principal Co

Loan

Interest
Taxable interest
income

Cyprus Financing Co

Loan

Interest
German Company

Investments

- Interest income received from
intra-group lending bears 10%
corporation tax;
- No thin cap rules / no debt-to-equity
restrictions;
- No Transfer Pricing legislation in place,
however, the arm’s length principle
applies;
- Interest paid to non-resident creditors
is not subject to any withholding taxes.

B A CK -TO -B A CK FI N A N CIN G
- Minimum interest margin accepted by
the Cyprus tax authorities as follows:

Less than Eur 50mln

0.35%

Eur 50mln - Eur 200mln

0.25%

Over than Eur 200mln

0.125%

Cyprus companies are beneficially used as finance investment vehicles
suitable for financing group of companies and resulting in an efficient
accumulation of interest income.
In the figure above, a Cyprus company is the subsidiary of a foreign
company, and the parent company of a German company. A loan from
the Parent company can be passed down to the German company with
respective interest received.
In Cyprus, interest income received from intra-group lending is liable
to 10% corporation tax and has no thin capitalisation rules or debt-toequity restrictions in place. There is also no transfer pricing legislation
in place, however, the arm’s length principle must be applied– the
interest needs to be determined at a market rate as if these parties
were unrelated. Additionally, interest paid to non-resident creditors is
not subject to any withholding taxes.
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CYPRUS-

Under the Double Tax Treaty concluded between Cyprus and Germany,
it is worthy to mention the advantageous treatment of royalties:

GERMANY:

Royalties: nil withholding tax

DOUBLE TAX
TREATY

Royalties arising in a Contracting State and beneficially owned by a resident of
the other Contracting State shall be taxable only in that other State.
The term ‘royalties’ as used in this agreement means payments of any kind
received as a consideration for the use of, or the right to use, any copyright of
literary, artistic or scientific work including cinematograph films, any patent,
trade mark, design or model, plan, secret formula or process, or for information
concerning industrial, commercial or scientific experience. The term ‘royalties’
shall also include payments of any kind for the use or the right to use a
person’s name, picture or any other similar personality rights and on payments
received as consideration for the registration of entertainers’ or sportsmen’s
performances by radio or television.
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Cyprus Royalties Company

CYPRUS

Sublicensing of intellectual
property rights

ROYALTIES

Non-resident UBO
Royalties

COMPANY
Cyprus Law
Net royalty profits are subject to
10% corporation tax.
From 01 January 2012, 80% of any
income (net of any direct expenses)
generated from Intellectual Property
owned by Cypriot resident companies
will be exempt from Corporation tax;

Cyprus Royalty Company

----------------------German Licensee C ompan y

Gains on the sale of shares of
Royalty Co is exempt from
corporation tax;
Royalty payments are exempt
from any withholding taxes
provided that these rights
are exercised outside Cyprus.

A Cypriot sublicensing company may be interposed between the nonresident beneficial owner company and the German licensee company
which will exercise the rights on the intellectual property obtained.
Royalty payments are received with respect to the licenses on the
intellectual property rights which are granted.
In Cyprus, the net royalty profits are subject to 10% corporation tax
while any gains deriving from the sale of shares of the Royalty Co are
exempt from such corporation tax. Though, new tax incentives were
approved by the House of Representatives and are effective from 01
January 2012. According to the new tax incentives:
a)

80% of any income(net of any direct expenses) generated from Intel
lectual Property(IP) rights will be exempt from corporation tax from
01 January 2012.

b)

80% of profit(net of any direct expenses) generated from the disposal
of IP by Cypriot resident companies will be exempt from

Furthermore, royalty payments are exempt from withholding taxes in
Cyprus provided that the rights are exercised abroad and not in Cyprus
As per the illustration above, the licensee company can be a German
company exercising rights outside Cyprus. The Double Tax Treaty
provides that royalties arising in a Contracting State and beneficially
owned by a resident of the other Contracting State shall be taxable
only in that other State.
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CYPRUS-

Under the Double Tax Treaty concluded between Cyprus and Germany,
it is worthy to mention the advantageous treatment of capital gains:

GERMANY:

Capital gains:

DOUBLE TAX

(1)

TREATY

Gains derived by a resident of a Contracting State from the alienation of
immovable property referred to in Article 6 (Income from immovable property)
and situated in the other Contracting State may be taxed in that other State.

(2)

Gains derived by a resident of a Contracting State from the alienation of
shares and similar rights in a company, deriving more than 50% of their value
directly or indirectly from immovable property situated in the other
Contracting State may be taxed in that other State.

( 3 ) Gains from the alienation of movable property forming part of the
business property of a permanent establishment which an enterprise of a
Contracting State has in the other Contracting State, including such gains from
the alienation of such a permanent establishment (alone or with the whole
enterprise), may be taxed in that other State.
( 4 ) Gains from the alienation of ships or aircraft operated in international
traffic, boats engaged in inland waterways transport or movable property
pertaining to the operation of such ships, aircraft or boats, shall be taxable
only in the Contracting State in which the place of effective management of
the enterprise is situated.
(5)

Gains from the alienation of any property other than that referred to in
paragraphs (1) to (4), shall be taxable only in the Contracting State of which
the alienator is a resident.

Under the Double Tax Treaty concluded between Cyprus and Germany,
it is worthy to mention the treatment of capital:

Capital:
( 1 ) Capital represented by immovable property referred to in Article
6 (Income from immovable property), owned by a resident of a
Contracting State and situated in the other Contracting State, may be
taxed in that other State.
( 2 ) Capital represented by movable property forming part of the
business property of a permanent establishment which an enterprise
of a Contracting State has in the other Contracting State may be taxed
in that other State.
(3)

Capital represented by ships and aircraft operated in
international traffic, and by boats engaged in inland waterways
transport, and by movable property pertaining to the operation of
such ships, aircraft and boats, shall be taxable only in the
Contracting State in which the place of effective management of the
enterprise is situated.
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Capital Gains treatment

Cyprus Holding Co

---------------------------------------------------------100%

Disposal of shares

German Co

Investments

--------------------------------------------

P rincipal Company/Ownership

Principal Company/Ownership

Offshore/ Onshore Co

---------------------------------------------------------100%

Disposal of shares

Cyprus Sub Co

German Co

Investments
Immovable property in Germany

CYPRUS

Disposal of shares are not in any way taxable under the capital
gains tax or corporation tax provisions in Cyprus (provided that
immovable property in Cyprus is not directly or indirectly
involved).

treatment:

Capital Gains

> Cyprus companies investing in Germany are also in a position
of obtaining further business benefits from the capital gains
treatment.

treatment

> In Cyprus, capital gains deriving from the disposal of shares
are not taxable provided that they do not relate to immovable
property situated in Cyprus.
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CYPRUS-

Under the Double Tax Treaty concluded between Cyprus and Germany,
it is worthy to mention the advantageous treatment of Shipping,
Inland Waterways Transport and Air Transport:

GERMANY:
DOUBLE TAX

Shipping, Inland Waterways Transport and Air Transport

TREATY

(1)

Profits from the operation of ships or aircraft in international traffic shall
be taxable only in the Contracting State in which the place of effective
management of the enterprise is situated.

( 2 ) Profits from the operation of boats engaged in inland waterways
transport shall be taxable only in the Contracting State in which the place of
effective management of the enterprise is situated.
( 3 ) For the purpose of this Article profits from the operation of ships, boats
or aircraft in international traffic shall include profits from:
a. the occasional rental of ships, boats or aircraft on a bare-boat basis and
b. the use or rental of containers (including trailers and ancillary equipment
used for transporting the containers), if these activities pertain to the
operation of ships, boats or aircraft in international traffic.

(4)

If the place of effective management of a shipping enterprise or of an
inland waterways transport enterprise is abroad a ship or boat, then it shall be
deemed to be situated in the Contracting State in which the home harbor of
the ship or boat is situated, or, if there is no such home harbor, in the
Contracting State of which the operator of the ship or boat is a resident.

( 5 ) The provisions of paragraph (1) and (2) shall also apply to profits from the
participation in a pool, a joint business or an international operating agency.
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SHIPPING, INLAND WATERWAYS TRANSPORT AND AIR TRANSPORT

Cyprus Holding Co

--------------------------------------------

P rincipal Company/Ownership

Principal Company/Ownership

Place of
Effective
management

---------------------------------------------------------100%

German Co

Shipping Investments

Cyprus Holding Co

---------------------------------------------------------100%

Place of
Effective
management

German Co

Shipping Investments
DTT treatment:

Profits from the operation of ships or
aircraft in international traffic shall be
taxable only in the Contracting State
in which the place of effective
management of the enterprise is
situated.
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CYPRUS-

Under the Double Tax Treaty concluded between Cyprus and Germany,
it is worthy to mention the elimination of Double Taxation in the State
of Residence:

GERMANY:
DOUBLE TAX

Elimination of Double Taxation in the residence State:

TREATY

( 1 ) Subject to the provisions of German tax law credit of foreign tax shall be
allowed as a credit against German tax payable in respect of income or capital
which may be taxed in Cyprus under the laws of Cyprus and in accordance with
this Agreement.
(2)

Where in accordance with any provisions of the Agreement income
derived or capital owned by a resident of Germany is exempt from tax in
Germany, Germany may nevertheless in calculating the amount of tax on the
remaining income or capital of such resident, take into account the exempted
income or capital.

(3)

Tax shall be determined in the case of a resident of Cyprus as follows:

Subject to the provisions of Cyprus tax law regarding credit for foreign tax,
there shall be allowed as a credit against Cyprus tax payable in respect of any
item of income derived from Germany or capital owned in Germany the tax
paid under the laws of Germany and in accordance with this Agreement. The
credit shall not, however, exceed that part of the Cyprus tax, as computed
before the credit is given, which is appropriate to such items of income or
capital.

Under the Double Tax Treaty concluded between Cyprus and Germany,
it is worthy to mention the full adoption of the Exchange of
Information provisions of the OECD Model Tax Convention on Income
and on Capital:
Exchange of Information

( 1 ) The competent authorities of the Contracting State shall exchange such
information as is forseeably relevant for carrying out the provisions of this
Agreement or to the administration or enforcement of the domestic laws
concerning taxes of every kind and description imposed on behalf of a
Contracting State, of a Land or a political subdivision or local authority thereof,
insofar as the taxation there under is not contrary to the Agreement. The
exchange of information is not restricted by Article 1 (Persons covered) and 2
(Taxes covered).
( 2 ) Any information received under paragraph (1) by a Contracting State
shall be treated as secret in the manner as information obtained under the
domestic laws of that State and shall be disclosed only to persons or authorities (including courts and administrative bodies) concerned with the assessment or collection if, the enforcement or prosecution in respect of, or the
determination of appeals in relation to the taxes referred to in paragraph (1),
or the oversight of the above. Such persons or authorities shall use the information only for such purposes. They may disclose the information in public
court proceedings or in judicial decisions. Notwithstanding the foregoing,
information received by a Contracting State may be used for other purposes
when such information may be used such other purposes under the laws of
both States and the competent authority of the supplying State authorizes
such use.
( 3 ) In no case shall the provisions of paragraph (1) and (2) be construed as to
impose on a Contracting State the obligation:
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CYPRUS-

a. to carry out administrative measures for the supply of information at
variance with the laws and administrative practice of that or of the other
Contracting State;

GERMANY:
DOUBLE TAX

b. to supply information which is not obtainable under the laws or in the
normal course of the administration of that or of the other Contracting State;

TREATY

c. to supply information which would disclose any trade, business, industrial,
commercial or professional secret or trade process, or information, the disclosure of which would be contrary to public policy (ordre public).

( 4 ) If information is requested by a Contracting State in accordance with this
Article, the other Contracting State shall use its information gathering
measures to obtain the requested information, even though that other State
may not need such information for its own tax purposes. The obligation
contained in the preceding sentence is subject to the limitations of paragraph
3 but in no case shall such limitations be construed to permit a Contracting
State to decline to supply information solely because it has no domestic interest in such information.
( 5 ) In no case shall the provisions of paragraph 3 be construed to permit a
Contracting State to decline to supply information solely because the information is held by a bank, other financial institution, nominee or person acting in
an agency or a fiduciary capacity or because it relates to ownership interests in
a person.
Explanatory provisions contained in the Protocol signed
relating to the Exchange of Information Article:

( 1 ) The OECD Commentary on Article 26 of the Model Tax Convention on
Income and on Capital in the version at the moment of entry into force of this
Agreement shall be used as guidance for the application of Article 25.
( 2 ) The requesting Contracting State shall provide the following information
when making a request for information under Article 25 to demonstrate the
foreseeable relevance of the information to the request:
> the identity of the person under examination or investigation;
> a statement of the information sought including its nature and the form in
which the requesting Contracting State wishes to receive the information from
the requested Contracting State;
> the tax purpose for which the information is sought;
> grounds for believing that the information requested is held in the requested
Contracting State or is in the possession or control of a person within the
jurisdiction of the requested Contracting State;
> to extent known, the name and address of any person believed to be in
possession of the requested information;
> a statement that the request is in conformity with the law and administrative
practices of the requesting Contracting State, that if the requested
information was within the jurisdiction of the requesting Contracting State
then the competent authority of the requesting Contracting State would be
able to obtain the information under the laws of the requesting Contracting
State or in the normal course of administrative practice and that it is
in-conformity with this Agreement;
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CYPRUS-

> a statement that the requesting Contracting State has pursued all means
available in its own territory to obtain the information, except those that
would give rise to disproportionate difficulties;
> where the information sought by the requesting State includes account
information but the name of the accountholder(s) is unknown such
information may be provided by supplying identifying information such as the
account number.

GERMANY:
DOUBLE TAX
TREATY

( 3 ) Information requested by a Contracting State shall not be provided
unless the requesting State has reciprocal provisions and/or applies appropriate administrative practices for the provision of the information requested.
(4)

If in accordance with domestic law personal data are exchanged under
this Agreement, the following additional provisions shall apply subject to the
legal provisions in effect for each Contracting State:

• The receiving competent authority may use such data only for the stated
purpose and shall be subject to the conditions prescribed by the supplying
competent authority.
• The receiving competent authority shall on request inform the supplying
competent authority about the use of the supplied data and the results
achieved thereby.
• Personal data may be supplied only to the competent authorities. Any subsequent supply to other authorities may be effected only with the prior approval
of the supplying competent authority.
• The supplying competent authority shall be obliged to ensure that the data
to be supplied are accurate and that they are foreseeably relevant for and
proportionate to the purpose for which they are supplied. Any bans on data
supply prescribed under applicable domestic law shall be observed. If it
emerges that inaccurate data or data which should not have been supplied
have been supplied, the receiving competent authority shall be informed of
this without delay. That competent authority shall be obliged to correct or
erase such data,
• Upon application the person concerned shall be informed of the supplied
data relating to him and of the use to which such data are to be put. There shall
be no obligation to furnish this information if on balance it turns out that the
public interest in withholding it outweighs the interest of the person
concerned in receiving it. In all other respects, the right of the person
concerned to be informed of the existing data relating to him shall be
governed by the domestic law of the Contracting State in whose sovereign
territory the application for the information is made.
• The receiving competent authority shall bear liability in accordance with its,
domestic laws in relation to any person suffering unlawful damage as a result
of supply under the exchange of data pursuant to this Agreement. In relation
to the damaged person, the receiving competent authority may not plead to
its discharge that the damage had been caused by the supplying competent
authority,
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CYPRUS-

• Where the domestic law of the supplying competent authority contains
special provisions for the deletion of the personal data supplied, that competent authority shall inform the receiving competent authority accordingly.
Irrespective of such law, supplied personal data shall be erased once they are
no longer required for the purpose for which they were supplied.

GERMANY:
DOUBLE TAX
TREATY

• The supplying and the receiving competent authorities shall be obliged to
keep official records of the supply and receipt of personal data.
• The supplying and the receiving competent authorities shall be obliged to
take effective measures to protect the personal data supplied against unauthorised access, unauthorised alteration, unauthorised disclosure, accidental
or unlawful destruction, accidental loss, unauthorized dissemination or access
or publication and any other form of unlawful processing.
> It is understood that this Agreement shall not affect legal acts of the
European Community.
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CYPRUS

Cyprus International Trusts are considered as efficient wealth management
instruments and instruments for the protection of assets.

INTERNATIONAL

The assets and interests of the beneficiaries of the Cyprus International Trust
are safeguarded from the various challenges of every day life i.e. divorces etc.

TRUST

Cyprus International Trusts also serve successfully the purposes for the
securing of inheritance.
Its duration is not subject to any limitation period.

TRUST

Consists of:
Non resident Settlor,
At least one Cypriot Trustee,
Non resident beneficiaries.

BVI CO

Alternatively, a Cyprus Holding Co can be used

CYPRUS CO

Cyprus taxation regime:
No inheritance or estate duty tax,
No withholding taxes on dividends, royalties
and interest received,
No withholding taxes on dividends, royalties
and interest paid from Cyprus,
10% corporation tax on net profits,
No capital gains are taxable unless immovable
property in Cyprus is involved

GERMAN CO

No immovable property in Cyprus
is involved

THE BENEFITS

* Alternative jurisdictions to Cyprus International
Trust can be chosen

OF THE CYPRUS

Exemption from income tax, capital gains tax, special contribution or any other
taxes in Cyprus (provided that no immovable property situated in Cyprus is
involved),

INTERNATIONAL

No estate duty or inheritance tax in Cyprus,

TRUSTS:

There are no reporting requirements in Cyprus,
Dividends, interest or royalties received by an International Trust from a
Cyprus company are not taxable and not subject to any withholding tax,
There are no exchange control restrictions,
Trust capital received in Cyprus by a foreigner resident or retired in Cyprus is
not taxable on the trustee.

18

Taxation
in Cyprus 0%

CYPRUS:
the gateway to German business

COLLECTIVE
INVESTMENT
VEHICLE

GERMAN/ INTERNATIONAL INVESTORS
ICIS forms:
International Variable Capital Co
International Fixed Capital Co
International Unit Trust Scheme
International Investment Limited Partnership

No withholding tax on dividends,
interest and royalties distributed
from Cyprus
Cyprus level:
Dividends received or paid from
Cyprus are not taxed
Wide Double Tax Treaty network
Favourable investment conditions

INTERNATIONAL FUND
Cyprus Securities and Exchange
Commission regulates ICIS;
Marketed to the general public;
Addressing solely experienced investors
It can be a private fund consisting up to 100 investors;
Or public fund exceeding 100 investors and a
Manager with an EU license required.
Global Investments

RUSSIA

Latin
America

IND

CHI

No or very low withholding
tax on dividends, interest and
royalties received

[in bonds, shares, debentures, titles, securities etc]

Middle
East

REGION
Russia
China
India
Latin America
Ukraine
Middle East
Central Eastern Europe / Balkans

Central
Eastern
Europe

Dividends
5%/10%
10%
10-15%
0-30%
0%
0-15%
0-15%

Balkans

Interest
0%
10%
0/10%
0-30%
0%
0-15%
0-15%

Royalties
0%
10%
10%
0-30%
0%
0-15%
0-15%

Cyprus is an ideal jurisdiction for structuring also international investments in
bonds, securities, shares, debentures and other investment instruments.
A good way of structuring investments through Cyprus is the establishment of an
international investment fund in Cyprus. Collective Investment Funds can
proceed into investing not only in investment instruments in Germany or Russia
but almost in every part of the world i.e. India, Latin America, China, Middle East,
the Arabic world, Central and Eastern Europe, with significant benefits.
The tax benefits available under the Cypriot jurisdiction and the advantage of the
DTTs are also available to the International Funds.
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AN OVERVIEW

Cyprus provides for numerous tax benefits and it is classed as a low tax
jurisdiction. Its tax and legal systems are in full compliance with the EU
and the OECD’s requirements, thus resulting in Cyprus being included
in the white list of international cooperative jurisdictions.

OF THE CYPRUS
TAX SYSTEM

Cyprus actually provides for the lowest corporation tax in the EU with
a tax rate of 10%.
Under the Cypriot corporation income tax, inbound dividends are not
taxable and there are provisions in place which may even exempt such
inbound dividends from being subject to the Special Contribution
Defence Fund (SCDF).
Outbound dividends are not subject to any withholding taxes unless
paid to Cyprus tax resident individuals.
Cyprus does not impose capital gains tax on the disposal of shares
unless it relates to immovable property situated in Cyprus. If the
immovable property is located outside of Cyprus, such gains are
exempt.
Since 2004, Cyprus has become an official member of the EU and has
implemented all EU Directives, thus obtaining all the tax benefits
granted to intra-community transactions. Cyprus has expanded the
applicability of the tax benefits obtained by the EU Directives to all
third countries by incorporating the provisions of the EU Directives in
its national legislation.
EU Directives that have been implemented are the Parent Subsidiary
Directive, the Merger Directive, the Tax Savings Directive and the Interest and Royalties Directive.
Cyprus provides for no inheritance tax;
Cyprus has concluded an extensive network of Double Tax Treaties
(DTTs) for the avoidance of double taxation. Income deriving from
countries which signed a relevant treaty with Cyprus will only be taxed
once.

CYPRUS:

Irrespective of the tax benefits, it is important to mention that Cyprus
is a common law jurisdiction and its Companies’ Law is based on the
UK Companies Act of 1948.

FURTHER
BENEFITS

During the last few decades it has become known as an international
financial center, located in the cross road of three continents: Europe,
Asia and Africa.
Overall, Cyprus offers a unique European base for international
business companies.

20

CYPRUS:
the gateway to German business

CYPRUS –

The 1974 Treaty currently in place was out of date and could not
express the political and financial developments occurred ever since.

GERMANY:

The initiation of a new agreement resulted into a modern as well as an
updated Treaty signed by both Contracting States.

CONCLUSION

Cyprus is a contemporary country offering a unique European base for
international business companies. Cyprus enjoys a ‘key’ geographical
position suitable for investments in Europe, Asia, Africa, the Balkans,
the Middle East, and due to strong affiliations, to India, Russia and
Ukraine as well.
It is increasingly becoming an attractive destination for structuring
international investments with unique benefits, and it
Enjoys full compliance with OECD Model Tax Convention and fully
applies the EU Directives.
The new Treaty in force with Germany aims, above all, at increasing the
level of cooperation and the investments between the two countries.
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