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Forewora

I'am pleased to introduce our guide "Cyprus,
your strategic investment choice”. This guide
aims to introduce Cyprus to potential investors
and expatriates wishing to migrate to Cyprus to
combine business and pleasure.

Cyprus is a beautiful sunny island, where one
can enjoy a high quality of life, a modern lifestyle
and a safe environment to raise a family. At

the same time, Cyprus offers a number of
investment opportunities and ideal conditions
for running a business with international
operations.

Deloitte can offer practical solutions to
entrepreneurs considering of moving to Cyprus.
With a globally connected network of member
firms in more than 150 countries and territories
and approximately 330.000 professionals, our
mission is to offer unparalleled service, tailored
to your needs.

As the information contained in this guide
is generic, we encourage you to contact our
specialists to obtain detailed and up-to-date
advice specific to your own circumstances.

We at Deloitte look forward to working with you.

Sincerely,

Pieris Markou
Chief Executive Officer (CEO)
Deloitte Cyprus
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Quick facts about Cyprus

Location

Cyprus is the third largest island of the
Mediterranean, strategically linking Europe,
Africa and Asia.

EU Membership and Currency

Cyprus has been a member of the EU since
1 May 2004. Its currency is the Euro since
1January 2008.

Total Area and Population

The total area of Cyprus is 9,250 km? with
a coastline of 648 km and a population of
865,000.

Principal cities
The principal cities of Cyprus are Nicosia
(the capital), Limassol, Larnaca and Paphos.
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Climate
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of sunshine
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Human Development Index (HDI)

Languages

The official language is Greek, although
English is the principal business language
and is spoken by the large majority of the
people on the island.

Political system

Cyprus is a Presidential Democratic State.
The Executive authority is vested in the
President, who is elected for a 5-year

term by Cypriot citizens, and is exercised
by a Council of Ministers appointed by

the President. The Legislative authority is
exercised by the House of Representatives,
whose Members are elected by Cypriot
citizens every five years. The administration
of Justice is exercised by the Judiciary,
which is a separate and independent body.

Infrastructure

Cyprus offers excellent road, air and sea
transport solutions and services. There
are two multi-purpose deep sea ports,
located in Limassol and Larnaca. The
Limassol port handles both passenger
and freight cargo while offering logistics
solutions through advanced facilities for
cost-effective transport and processing.
In addition, the Limassol portis a
renowned cruise liner hub and a popular
“stop-over” for international cruise ships.
Two modern international airports in
Larnaca and Paphos, offer their services to
approximately 10 million visitors per year,
connecting the island to popular transit
hubs throughout the world including
Athens, Vienna, London, Dubai and
Moscow.
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Living In Cyprus

The country offers an enviable combination of
climate, business and culture and many incentives
for relocation. Cyprus has an advanced economy
and a high human resource development index
(HDI) with regards to living and quality of life.
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Lifestyle

The island is well known for the high
quality of life it offers, its rich culture, the
hospitality of its people, its sunny weather,
its clean and beautiful beaches and an
abundance of outdoor activities. At the
same time, it offers an ideal place to raise a
family with good education and healthcare
systems and one of the lowest crime rates
within the EU. With over 170,000 foreign
nationals, Cyprus is an exciting and diverse
place to live in.

Culture

The rich cultural landscape is reflected in
the archaeological sites, museums and
monuments located throughout the island.
Local and international festivals, music
concerts and other cultural events take
place throughout the year.

Outdoor activities

With over 320 days of sunshine, Cyprus is
the ideal place to enjoy a wide variety of
outdoor activities. Running in Pedieos River
Linear Park in Nicosia, cycling along the
coast of Paphos and Limassol, swimming

in Ayia Napa and Protaras, windsurfing in
Larnaca and hiking in Troodos are just few
of the activities one can enjoy.

Education

Cyprus has over 20 reputable English-
speaking primary and secondary schools.
In addition, Cyprus offers internationally
recognised colleges and universities. The
island ranks among the highestin the

EU in respect of university graduates in
proportion to its population.

Healthcare

Cyprus has an easily accessible healthcare
system, both in the public and in the
private sector. EU citizens and people who
are permanent residents in Cyprus are
eligible for state healthcare, whilst non-EU
citizens need private healthcare, the cost
of which is relatively affordable. Cyprus
has six public general hospitals, a modern
oncology centre and more than 70 private
hospitals and healthcare clinics. Finally,

a general healthcare system has been
recently introduced.
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The Cyprus
economy

Cyprus is a modern and adaptable free-
market economy with a positive long-term
outlook. Over the past few years, the
country has exceeded international
expectations and kept a steady pace

in improving efficiency, implementing

reforms and boosting investor confidence.

GDP growth is projected to increase by
3.75% in 2021, when output is expected
to slightly exceed its pre-pandemic level.
The recovery is expected to be driven
by domestic demand and ongoing
infrastructure investment projects.

Investment opportunities

Cyprus offers a number of investment
opportunities in the traditional areas of
professional services, tourism, shipping,
real estate and energy. These are
considered as the backbone of the Cyprus

economy, accounting for nearly 80% of the
country's GDP. More recently Cyprus has
also invested and focused in a number of
young but growing industries including
funds, innovation and films.

Key sectors

Professional services

Cyprus is recognised as a centre of
excellence for the provision of professional
corporate services. Its EU membership,
highly educated, English-speaking
population, strong information and
communications technology infrastructure,
attractive tax regime, extensive network
of tax treaties, robust legal system and
business-friendly environment, attract
numerous multinational companies to
Cyprus.



Tourism

Tourism represents one of the largest
economic sectors in Cyprus and has
experienced substantial growth over

the last decade, with more than 3 million
tourists visiting Cyprus every year.
Enhancing the tourism industry is one of
the primary objectives of the government
and the competent authorities.

Cyprus offers investment opportunities in
large-scale development projects, such as
theme parks, marinas, tourist resorts and
golf courses. Furthermore, the government
is in the process of developing a single
integrated casino resort, expected to be
the largest in Europe and to attract over
300,000 additional tourists per annum.

Shipping

Cyprus is a renowned international
shipping centre and home to some
leading players in the global shipping
industry. It has an EU approved “open
registry” regime with a broad tonnage tax
system covering the three main “maritime
transport” activities: ship ownership, ship
management and chartering. More than
1,000 vessels with a tonnage in excess

of 20 million are registered under the
Cyprus flag, making Cyprus the 10" largest
merchant fleet in the world.

Cyprus's shipping taxation regime is
considered as one of the most attractive
in the EU as it offers both simplicity and
significant tax savings for EU flagged ships.
Qualifying owners of EU flagged ships,
charterers and ship managers can opt to
be taxed under tonnage tax (instead of
corporation tax) which is calculated on the
basis of the net tonnage of the qualifying
ships.

Real estate

With an ideal weather and a Mediterranean
lifestyle, Cyprus is popular for vacation
homes, as well as a destination for
permanent residents. The government

has put in place legislation to encourage
property investment in Cyprus.

Energy

The existence of deep-water natural gas
reserves in Cyprus's EEZ has attracted
worldwide attention and significant
investments from leading independent
energy companies. Furthermore, Cyprus

is used as a regional energy hub for
companies which provide support services
in the Eastern Mediterranean.

Growth sectors

Funds

The Funds industry in Cyprus is rapidly
evolving. The stable legal environment,
strong network of professional service
providers and the competitive regulatory
and tax framework has attracted a number
of investment funds and fund managers in
Cyprus.

Cyprus has seen a formidable growth
momentum, with assets under
management showing a remarkable
increase from €2.1 billion in 2012 to
€8.3 billion in December 2019. As an EU
Member State, Cyprus benefits from the
harmonisation of EU financial services
regulations and serves as a convenient
‘bridge’ offering access to Europe, the
Middle East and Africa.
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Innovation

Cyprus is the ideal destination to start
and scale companies. Innovative research
encouraged through EU or national
funding, a rapidly growing start up
ecosystem, and a series of attractive

tax incentives for qualifying Intellectual
Property (IP) and innovative businesses,
have placed Cyprus on the global start-up
map. Many successful tech companies have
already either relocated or expanded in
Cyprus, using the country as a base and
gateway to and from the EU.

Films @

Deep blue seas and sandy beaches,
captivating forests and breath-taking
mountains, diversified cultural sites and
enchanting locations, all form Cyprus’
unigueness as an ideal filming location.
In addition to the above, Cyprus offers
important tax and other incentives
encouraging film production.
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Doing business

N Cyprus

The strategic geographic location of Cyprus together
with its talented workforce, EU membership, robust
legal framework, business friendly environment and
competitive tax regime make Cyprus the ultimate
choice for setting up and running your business.

The Cyprus Company

When it comes to doing business in Cyprus,
entrepreneurs have a number of options.
The most common way of doing business
in Cyprus is by establishing a Cyprus
company. The process of setting up a
Cyprus company is simple and usually takes
less than a working week.

The majority of companies incorporated

in Cyprus are private limited liability where
the liability of the shareholders is limited to
the amount unpaid on their shares. The law
governing limited liability companies is the
Companies Law, CAP 113, which is based
on the companies Act 1948 of the United
Kingdom.

A company'’s constitutional documents

are its Memorandum and Articles of
Association which specify the activities in
which the company may engage and the
means by which it will govern its affairs.
There is no minimum required issued and
paid up capital for a private company,
however it is common to have share capital
of at least €1,000.

Every company must have a company
secretary, a director and a registered office
address in Cyprus which may also be used
as the business address of the company.
Although not a requirement, it is common
practice for the majority of the directors to
be Cypriot residents.

Compliance obligations of a Cyprus
company

Every Cyprus company has (among others)
the following compliance obligations:

maintain proper books and records

prepare financial statements in
accordance with International Financial
Reporting Standards

have its financial statements audited by a
Cyprus registered auditor

submit an annual return to the Registrar
of Companies

register with the Cyprus Tax Authorities

calculate and pay its taxes (if applicable)

submit an annual corporate income tax
return to the Tax Department.

Redomiciliation of corporate seat
Non-Cypriot companies which are allowed
by their jurisdiction of incorporation

to deregister in that jurisdiction and
register elsewhere, are able to become
domiciled in Cyprus. Similarly, Cyprus
registered companies can redomicile to any
jurisdiction that provides similar provisions
as those of the Cyprus legislation on
redomiciliation.

Banking

A Cyprus company does not have a legal
obligation to open a Cyprus bank account.
However, it is generally convenient to
have one. There are over 40 Cypriot and
international banks operating in Cyprus.
The banking system conforms to EC
Directives, under the regulation of the
constitutionally independent Central
Bank of Cyprus, as integrated with the
Eurosystem.

Legal system

As a former British colony, the Cyprus
legal system is based on English Common
Law principles and is widely recognised
as providing transparency and reliability
in business practices. Cyprus business
legislation is also similar to that of the UK
and, as a full EU member state, Cyprus
companies enjoy full access to European
markets and EU trade agreements.



Corporate
taxation

Cyprus offers one of the most attractive tax regimes in
Europe, fully compliant with EU and OECD regulations.
Its favourable provisions, render Cyprus an ideal location
for doing business in the region.

A Cyprus tax resident company can enjoy
a number of tax benefits. A company is
considered to be Cyprus tax resident, if it
is managed and controlled from Cyprus.
In general, the (worldwide) business
profits of a Cyprus tax resident company
are subject to corporation tax at the rate
of 12.5%. However, a number of income
sources are exempt from tax.

Tax exempt sources of income

* Dividend income (subject to conditions)

e Profits from disposal of shares, bonds
and other financial instruments

* Foreign exchange (FX) gains, except those
arising from trading in FX

e Profits of overseas Permanent
Establishments (PEs).
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Significant tax deductions

Notional Interest Deduction @
Cyprus companies are allowed to deduct a
notional interest deduction (NID) from their
taxable income, upon the introduction of
new equity in the form of paid up share
capital or share premium which can
potentially reduce the effective tax rate to
as low as 2.5%.

IP regime Deemed Deduction @

The new intellectual property (IP)

box regime, incorporates the OECD
recommended “nexus approach”, according
to which qualifying companies can claim

a tax deduction of up to 80% of their net
profit resulting from the exploitation or
disposal of intellectual property.

Actual Interest Deduction

Cyprus companies are allowed to deduct
interest expense incurred for acquiring
assets used in the business, as well as
shares in wholly owned subsidiaries.

Wide network of tax treaties

Cyprus has an extensive network of
more than 65 bilateral tax treaties for the
avoidance of double taxation, including
most countries in Europe, the UK, the US,
China, South Africa, India and Russia.

Unilateral tax credit relief
Relief for taxes paid abroad is in the form
of a tax credit if the respective income is
subject to tax in Cyprus. The reliefis given
unilaterally irrespective of the existence of
a tax treaty.

Withholding tax

Cyprus does not impose any withholding
tax on payments of dividends and interest
to foreign investors and on royalties for use
outside of Cyprus.

Capital Gains Tax

Capital gains tax only applies on profits
arising from the disposal of immovable
property located in Cyprus.
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taxation

Personal

Cyprus attracts thousands of expatriates to live and
work, due to its favourable personal tax regime.

Cyprus is considered to be one of the most
favourable jurisdictions within the EU with
regards to personal taxation, attracting a
number of expatriates to work and live in
Cyprus. The income (including employment
income) of individuals is subject to income
tax. Dividends, interest and rental income
are subject to defence tax but this type

of tax only applies to Cyprus residents

who are also domiciled individuals. Finally,
capital gains tax is only applicable on
profits from the disposal of immovable
property located in Cyprus.

In order to understand the tax treatment of
an expatriate individual arriving in Cyprus,
itis important to establish the residency
status, domicile status, sources of income
and eligibility for tax exemptions.

Tax residency
An individual who spends more than 183

days in Cyprus is a tax resident of Cyprus.
An individual can also become Cyprus

tax resident by spending just 60 days in
Cyprus provided he/she satisfies a number
of other criteria, including maintaining a
permanent home in Cyprus and carrying
on a business or being employed in
Cyprus. A Cyprus tax resident individual is
subject to income tax on his/her worldwide
income whereas a non-Cyprus tax resident
individual is subject to income tax only on
Cyprus sourced income.

Personal income tax @

The Cyprus personal income tax rates are
progressive, ranging from nil to 35%, on
taxable income exceeding €60,000. Income
of up to €19,500 is not subject to tax.
Cyprus offers significant tax incentives to
expatriates to either take up employment
in Cyprus or become Cyprus tax residents.



Tax exemptions
The following (among others) are exempt
from income tax:

* 50% of the remuneration from any
employment exercised in Cyprus by an
individual who was resident outside
Cyprus before the commencement of
his/her employment in Cyprus. The
exemption applies for a period of
ten years starting from the first year
of employment provided that the
employment income exceeds €100,000
per annum.

20% of the remuneration or €8,550
(whichever is the lower) from any
employment exercised in Cyprus by an
individual who was resident outside
Cyprus before the commencement of
his/her employment in Cyprus. The
exemption is available to qualifying
individuals commencing employment in
Cyprus between 2012 and 2025 and is
provided for the five years that follow the
tax year of commencing employment.

* Remuneration from the rendering of
salaried services to a non-resident
employer based outside of Cyprus or
to an overseas branch of a resident
employer for more than 90 days within
ayear.

e All gains arising from the disposal of
securities such as shares and bonds.

Tax exemptions for investment income
Cyprus tax residents who are not Cyprus
domiciled are also exempt from tax on

dividend and interest income.

Domicile @

In general, an individual is not domiciled in
Cyprus if he/she was not born to Cypriot
parents. However, one would be deemed
to be domiciled in Cyprus if he/she has
been a Cyprus tax resident for at least 17
out of the last 20 years prior to the relevant
tax year.

Capital gains tax

Subject to certain exceptions, capital gains
tax (CGT) is imposed on gains from the
direct or indirect disposal of immovable
property located in Cyprus at the rate of
20%.

Estate duty, wealth tax and
inheritance tax

There is no gift tax, estate duty, wealth tax
or inheritance tax in Cyprus.

Social insurance and other
contributions

Individuals working in Cyprus, either
employed or self-employed are required to
contribute to the social insurance scheme
subject to certain exemptions. Employers
are also liable to make contributions in
respect of their employees.

Value added tax (VAT)

VAT is levied at the rate of 19%. Reduced
VAT rates of 5% and 9% apply to some
goods and services.

Cyprus | Your strategic investment choice
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Migration

EU nationals

All EU citizens have the right to travel to
Cyprus without any restriction. They may
also work in Cyprus but are required to
register with the migration authorities
within four months of moving to Cyprus.

Employment of third country nationals
by a Company of Foreign Interests

The company is being considered as of
Foreign Interests and eligible to employ
third country nationals, if the majority of
the shares of the company are held by
third country nationals and a foreign direct
investment of capital has been legally
remitted to Cyprus, from abroad.

Application for the obtaining of the
Temporary Residence and Employment
Permit by third country nationals, should
be submitted simultaneously with the
submission of the documents relating to
the company. Before the arrival of third

country nationals to Cyprus, an application
for the obtaining of the Entry Permit should
be submitted according to which third
country national will enter Cyprus. Within
seven days after arrival, the applicant will
be required to submit their biometrics for
the issuance of the Temporary Residence
& Employment Permit. The validity of the
permit depends on the duration of the
employment contract and can be up to two
years, with a right of renewal.

Employment of third country nationals
by a Company of Local Interests

The company is being considered as

of Local Interests if the majority of the
shares of the company are held by CY/
EU nationals, and is eligible to employ
third country nationals if it is proven

that the employment of third country
nationals is absolutely necessary and
crucial for performing the business of the
company. Following the approval of the

Labour Department for the employment
of third country nationals, an application
for the obtaining of the Entry Permit

to the migration authorities should be
submitted and once the third country
national arrives to Cyprus, the submission
of the application for the obtaining of
the Temporary Residence & Employment
Permit to the migration authorities. The
validity of the permit depends on the
duration of the employment contract
and can be up to one year, with a right of
renewal.

Permanent Residence Permit
Non-Cypriots, may apply and acquire a
permanent residence permit by purchasing
property in Cyprus of at least €0.3 million
and meeting certain criteria including
having a steady income flow from overseas.
The relevant permit grants investors and
their families visa free travel to Cyprus and
the right of residence.



Qur services

We focus on being the undisputed leader in professional services,
helping our clients solve their toughest challenges while being a
role model of quality and integrity.

What can we offer?

@

Corporate Compliance Services &
Business Process Solutions

e Formation of a Cypriot company
* Assistance with the ongoing

administration of the company, including

opening and operating a bank account
e Support with financial accounting

Tax & Legal Services

* Personal and business tax compliance
services

* Tax advisory services including support
on international tax matters

e Legal support including re-domiciliation
of companies to Cyprus
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International Migration Solutions &
Human Capital Services

e Relocation of individuals to Cyprus and
assistance with obtaining the relevant
work permits and visas

¢ Assistance with the recruitment of
personnel

Financial Advisory Services

e Financial advisory services including
valuation services

e Support with mergers and acquisitions

* Advice on EU grants & incentives
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Audit & Risk Advisory Services

e Statutory audits of the financial
statements of a company based on
International Financial Reporting
Standards (IFRS)

e Non-statutory audits and other attest
opinions

e Risk advisory services

Investment Fund & Wealth Advisory

Services

e Assistance with the formation of a
fund and ongoing related services and
provision of tailor made multi-disciplinary
solutions

e Practical wealth advisory solutions
combining sound investment advice, with
long term succession planning

e Family office services
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Reach out

Antonis Taliotis George Pantelides

Partner, Tax & Legal Services Leader Partner, Consulting Services Leader
(Tax & Legal Services) (Immigration Services)

Tel: 4357 25868820 Tel: 4357 22360507
ataliotis@deloitte.com gpantelides@deloitte.com

Panos Papadopoulos

Partner, Tax & Legal | Business Process Solutions Leader
(Company Incorporation & Administration Services)

Tel: 4357 22360860

ppapadopoulos@deloitte.com

Nicosia Limassol

24 Spyrou Kyprianou Avenue Maximos Plaza, Tower 1, 3" floor
CY-1075 Nicosia, Cyprus 213 Arch. Makariou lll Avenue
P.0.Box 21675 CY-3030 Limassol, Cyprus
CY-1512 Nicosia, Cyprus P.0.Box 58466

Tel: +357 22360300 CY-3734 Limassol, Cyprus

Fax: +357 22360400 Tel: +357 25868686
infonicosia@deloitte.com Fax: +357 25868600

infolimassol@deloitte.com

www.deloitte.com/cy






Deloitte.

This publication has been written in general terms and therefore cannot be relied on to

cover specific situations; application of the principles set out will depend upon the particular
circumstances involved and we recommend that you obtain professional advice before acting or
refraining from acting on any of the contents of this publication.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited
by guarantee (“DTTL"), its global network of member firms, and their related entities (collectively,
the “Deloitte organisation”). DTTL (also referred to as “Deloitte Global”) and each of its member
firms and related entities are legally separate and independent entities, which cannot obligate or
bind each other in respect of third parties. DTTL and each DTTL member firm and related entity

is liable only for its own acts and omissions, and not those of each other. DTTL does not provide
services to clients. Please see www.deloitte.com/about to learn more.

Deloitte & Touche (M.E.) LLP (DME) is the affiliate for the territories of the Middle East and Cyprus
of Deloitte NSE LLP (“NSE"), a UK limited liability partnership and member firm of DTTL.

Deloitte Limited, a private limited liability company registered in Cyprus (Reg. No. 162812) is the
sublicensed affiliate of Deloitte NSE for Cyprus. Deloitte Limited is among the leading professional
services firms in Cyprus, providing audit & assurance, consulting, financial advisory, risk advisory,
tax and related services as well as a complete range of services to international business through
over 750 people in Nicosia and Limassol. For more information, please visit www.deloitte.com/cy.

Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk
advisory, tax and related services. Our network of member firms in more than 150 countries

and territories, serves four out of five Fortune Global 500® companies. Learn how Deloitte’s
approximately 312,000 people make an impact that matters at www.deloitte.com. Deloitte Limited
would be pleased to advise readers on how to apply the principles set out in this publication

to their specific circumstances. Deloitte Limited accepts no duty of care or liability for any loss
occasioned to any person acting or refraining from action as a result of any material in this
publication.

Offices: Nicosia, Limassol

© 2021 Deloitte Limited



