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The Republic of Cyprus has concluded a new Double Tax Treaty with United Kingdom. The treaty was signed on the 22nd of 

March 2018. The actual publication of the treaty in the Gazette took place on the 2nd of April 2018.

The new treaty shall enter into force upon both Cyprus and United Kingdom exchanging notifications that the formal ratification 

procedures have been completed. In Cyprus the provisions of the treaty with respect to taxes

will have effect on or after 1 January post ratification.

In United Kingdom the treaty enters into force in the following way:

a. for WHTs for amounts paid or credited, from 1 January following the date on which this Convention enters into 

force;

b. for income tax and capital gains tax from 6 April following the date on which this Convention enters into force 

and

c. for corporation tax for any financial year beginning on or after the next 1 April following the date on which this 

Convention enters into force.

 
It also covers taxes where the Commissioner assesses the taxpayer on returns submitted between the time this law is enacted 

and 30/6/2018 and where the returns relate to fiscal years up to and including.

An application to take advantage of this relief must be submitted within six months from the effective date of the law  

(3 July 2017), i.e. by 3 January 2018 through a specific website application, except for new tax liabilities as under “c” above 

where the 3 months commence from the date the newly assessed tax is due.  

Once the new tax treaty comes into effect, it will replace the existing tax treaty between Cyprus and the United Kingdom that 

has been effective since 1975.

The new treaty is based on the Organisation for Economic Co-operation and Development

(OECD) Model Tax Convention framework, and will contribute to the expansion of Cyprus’ trade and economic relations be-

tween the two countries.

The preamble to the double tax treaty refers to elimination of double taxation with respect to taxes on income and on capital 

and the prevention of tax evasion and avoidance.

THE MAIN PROVISIONS OF THE DOUBLE TAX TREATY:

THE CONVENTION SHALL APPLY TO THE FOLLOWING TAXES:

a. In the Republic of Cyprus:

a. The income tax 

b. The corporate income tax 

c. The special contribution for the defence of the Republic; and 

d. The capital gains tax
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b. In the United Kingdom:

a. The income tax; 

b. The corporation tax; and 

c. The capital gains tax;

PERMANENT ESTABLISHMENT

The definition of the permanent establishment in the context of the double tax treaty is a fixed place of a business 

through which the business of an enterprise is wholly or partly carried on.

Any building site or construction or installation project constitutes a permanent establishment only if it lasts more than 12 months. 

subscribe and apply for the amnesty. Payment should be made either via internet banking or as a utility bill through the 

banks.

CAPITAL GAINS TAX

Gains from the disposal of immovable property are taxed in the country where the immovable property is situated.

The term “immovable property” shall have the meaning which it has under the laws of the Contracting State in which 

the property in question is situated.

Gains derived by alienation of shares in a company, where 50% of the value of the shares derives directly from immov-

able property situated in the other Contracting State may be taxed in that other state.

DIRECTORS’ FEES

Directors’ fees derived by a resident of a Contracting State in his capacity as a member of the board of directors of a 

company which is a resident of the other Contracting State may be taxed in that other State.

WITHHOLDING TAX RATE ON INTEREST PAYMENTS

• 0% withholding tax

WITHHOLDING TAX RATE ON DIVIDEND PAYMENTS

• 0% withholding tax, except where dividends are not paid out of income derived directly or indirectly from the immov-

able property held by an investment vehicle, whose income from such immovable property is exempt from tax and 

which distributes most of this income annually where it is 15% WHT (except where the shareholder is a pension scheme)

WITHHOLDING TAX RATE ON ROYALTIES PAYMENTS

• 0% withholding tax
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