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Recent developments: Cyprus Parliament
voted to approve the Law for the
implementation of the EU Pillar Two
Directive in Cyprus

On 12 December 2024, the Cyprus Parliament voted to approve the draft domestic bill,
entitled “The Global Minimum Tax Assurance for Multinational Enterprise Groups and
Large-Scale Domestic Groups in the Union Act of 2024”,” which transposes the EU
Council Directive 2022/2523 of 14 December 2022 on ensuring a global minimum level
of taxation for multinational enterprise groups and large-scale domestic groups in the
European Union, known as the EU Pillar Two Directive or the GloBE (Global anti-Base
Erosion) Directive.

The law will enter into force as from fiscal years starting on or after 31 December 2023.

The voted legislation regulates, through the application of a series of rules, the
imposition of a minimum effective tax rate (“ETR”) of 15% on entities belonging to
multinational enterprise groups (“MNEs”) or large-scale domestic groups with annual
revenue exceeding EUR 750 million.

The Income Inclusion Rule (IIR) is set to become effective for fiscal years starting on or
after 31 December 2023, whereas the Undertaxed Profits Rule (UTPR) would become
effective for fiscal years starting on or after 31 December 2024.

The legislation introduces a domestic top-up tax effective for fiscal years starting on or
after 31 December 2024.

The Pillar Two background and the main provisions of the new law transposing the EU
Pillar Two Directive in Cyprus, detailed in our previous Deloitte alerts posted on
and on , remain unchanged.


https://www.taxathand.com/article/34019/Cyprus/2023/Update-on-tax-obligations-for-large-MNE-groups
https://www.taxathand.com/article/34019/Cyprus/2023/Update-on-tax-obligations-for-large-MNE-groups
https://www.taxathand.com/article/32536/Cyprus/2023/MoF-issues-draft-legislation-aligned-with-Pillar-Two-directive
https://www2.deloitte.com/cy/en.html

The text of the law strictly adheres to the text of the EU Pillar Two Directive, with some
additions introduced to reflect the OECD Administrative Guidance released
subsequently.

Further amendments may be released by the Ministry of Finance in the future to
reflect some additional clarifications.

As we move towards the Pillar Two era, businesses will be faced with challenges in
connection with impact assessment, data collection and compliance. Deloitte’s Pillar
Two team offerings combine the deep expertise of Deloitte tax specialists with the
analytical power of our technology solution to help companies assess and evaluate the
potential implications of Pillar Two on their tax profile.

Any group falling within the scope of the Pillar Two rules should assess the potential
impact these new measures might have on their operations and start preparing to face
additional operational and compliance obligations.

Deloitte is ready to support with:

Pillar Two impact assessment

Our unparallel expertise enables us to effectively support you, amongst others, with
respect to the following:

e  Evaluation of the applicability of Pillar Two to define whether a particular
group would be considered within the scope of the rules and impact analysis
to determine the high-risk subsidiaries, based on their location.

e High-level safe harbour testing based on CbCR.

e High-level quantitative impact assessment and calculation of top-up tax due.

e High-level comments on the available elections.

e  Evaluation of the potential for substance-based income exclusions, which
allow for a reduction in the amount of income subject to the top-up tax based
on tangible assets and payroll.

e Scenario planning and tax restructurings.

Pillar Two compliance process & technologies

Deloitte's Pillar 2 Agent (“P2A”), an exceptional tool developed by Deloitte Global to
provide comprehensive compliance support for global organizations, offers an end-to-
end solution, encompassing data collection, validation, submission, and reporting, all
facilitated through a single cloud-based technology platform.

Main features and benefits —

v' One-stop-shop — the tool can be used trouble less from safe harbour
assessments and accruals, forecasts, and complex calculations, up to
compliance, on a jurisdictional basis and by using scenarios.

Automated or manual data collection and import.

Clear and friendly user interface.

Calculations updated for all aspects of Pillar Two compliance.

Quick and efficient overview of the key Pillar Two elements.

GloBE Information Return filing.

Constant support by tax specialists with using the tool with a view to address
uncertainties and challenges.
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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 & 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 Deloitte Touche Tohmatsu Limited, a UK private company
limited by guarantee (“DTTL").

Deloitte refers to one or more of DTTL, its global network of member firms, and their related entities. DTTL (also referred to
as “Deloitte Global”) and each of its member firms are legally separate and independent entities. DTTL, NSE and DME do not
provide services to clients. Please see www.deloitte.com/about to learn more.

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 130 countries and territories, serves four out of five Fortune Global
500® companies. Learn how Deloitte’s approximately 410,000 people make an impact that matters at www.deloitte.com.

Deloitte Limited, a private limited liability company registered in Cyprus (Reg. No. 162812) is the sub-licensed 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 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.

To no longer receive emails about this topic please send a return email to the sender with the word “Unsubscribe” in the
subject line.
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