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Non-Dom Tax Resident in Cyprus

Cyprus Non-Domicile Tax Rules for individuals

The new Non-Domicile tax status exempts all non-Cypriot domiciled individuals from the
Special Contribution for the Defence (SDC) Tax, irrespective of where the income is
generated from or remitted to. As a result Non-Domiciled individuals do not pay tax on
dividends, rent of interest.

The main aim of introducing the Non-Domicile concept is to constitute Cyprus as a prime
choice of destination for persons (both EU and non-EU) wishing to move their personal tax
residency to another country. The non-domicile concept offers significant tax advantages
and already enjoys a great interest and dynamic.

Any national individual can apply for the Non-Dom Tax Residency under the new 60 day or
the previous 183 day rule. A Cypriot Tax resident under the 60- or 183-day rule is subject to
tax in Cyprus on their worldwide income.

According to the Cyprus legislation, an individual who spends more than 183 days on Cyprus
territory is considered to be a Cypriot Tax resident. As from the 2017 tax year, the new, 60
day rule can be additionally applied for individuals who want to acquire the Non-Domicile
Status.

Foreigners who decide to move their personal tax residency to Cyprus, will automatically be
considered as non-domiciled in Cyprus for a maximum of 17 years. For tax purposes, non-
domicile persons who become Cypriot tax residents will now be completely exempt from
Special Defence Contribution tax (SDC).

SDC generally applies on dividends and interest. As SDC tax does not apply in the case of
Cypriot tax resident individuals who are non-domiciled in Cyprus, dividend and interest
earned by such persons will now be completely tax exempt in Cyprus. It is noted that the
main income of high net worth individuals is generally dividends and interest.

In accordance with the provisions of the Wills and Succession Law, there are two kinds of
domicile:

R/

«» domicile of origin; i.e. the domicile received at birth (generally dependent on the
father’s side), or

++» domicile of choice; i.e. domicile acquired by establishing physical presence in a

particular place and by demonstrating sufficient intention to make it the place of

permanent residence

Irrespective of the domicile of origin or choice, individuals who have been tax residents in
Cyprus for at least 17 out of the last 20 years prior to the tax year in question, will be deemed
to be domiciled in Cyprus for the purposes of the SDC Law.
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In the case of persons who have their domicile of origin in Cyprus, they will nevertheless be
considered as non-domicile in the following cases:

<+ If they have acquired and maintained a domicile of choice outside Cyprus, provided
that they were not tax residents in Cyprus for any continuous period of at least 20
consecutive years prior to the tax year in question; or

% If they were not tax residents in Cyprus for a period of at least 20 consecutive years
immediately prior to the entry into force of the non-domicile provisions (i.e.
between the years 1995 and 2014 inclusive).
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As per the provisions of the Cyprus SDC Law, dividends and bank deposit interest earned by
individuals who are tax residents in Cyprus are subject to SDC tax at the rate of 17% and 30%
respectively, regardless of the source of the income (i.e. from Cyprus or from abroad). SDC
tax applies only for individuals who are both Cypriot tax residents and domiciled in Cyprus.
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Therefore, non-domiciled tax residents will be completely tax exempt from any dividends
and interest received in Cyprus (except for minimal GeSY contributions), Since 1 March 2019,
Dividend income is subject to GeSY contributions, (at the rate of 1.7% from 1 March 2019
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until the 29 February 2020, then increased to 2.65% from March 1, 2020), restricted to a
maximum of EUR180,000 income annually.

«» Dividends and interest are exempt from Cyprus income tax and subject only to SDC
in the case of domiciled tax residents.

«» Profit from sale of shares and other qualifying titles is specifically exempt from
Cyprus taxation, provided that the underlying assets do not include immovable
property located in Cyprus.

«» First €19,500 of taxable income is tax exempt. Any taxable income in excess of this
amount is taxed at progressive rates ranging from 20% to 35% (for incomes over
€60,000).

< 50% exemption for remuneration from employment exercised in Cyprus by persons
who were resident outside Cyprus before commencement of their employment. The
exemption applies for 10 years commencing from the year of employment, if such
income exceeds €100,000 per year.

“* In case of Cypriot remuneration, which is less than €100,000, a 20% exemption is
granted, up to a maximum of €8,550, for a period of 5 years commencing from the
1st January of the year following the year of employment, and until the year 2020.

«» 100% exemption on remuneration for salaried services rendered outside Cyprus for
more than 90 days in a tax year to a non-Cyprus resident employer.

** In case of Cypriot immovable property acquired up to 31st December 2016, profit
from subsequent future disposal of such property will be exempt from the 20%
Capital Gains Tax.

«*» Pension received in respect of past employment outside Cyprus is taxed in Cyprus at
the flat rate of 5% for amounts in excess of €3,420.

< 100% exemption on lump sum repayments from life insurance schemes or from
approved provident funds.

«* No Capital Gains Tax on the sale of immovable property located outside Cyprus.
*» No inheritance tax, no wealth tax, no gift taxation.

¢ In case of individuals who are beneficiaries to a Trust, such individuals would be
exempt from tax in Cyprus, to the extent that the income at/from the Trust would
be in the form of interest or dividends.
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ABOUT BKMS

With over a decade worth of experience and a prominent network of
international clients, BKMS has established a reputation that speaks for itself.
BKMS is covering a broad spectrum of industries, taking into account the
required accounting treatment and tax implications as well as the challenging

international regulatory framework. Client Trust and loyalty are the very
fundament of every commitment undertaken by BKMS. Adherence to a strict
policy of professionalism therefore results in continuously successful
developments. BKMS is regulated by Cyprus Securities and Exchange
Commission Registration No 96/196.

MULTI FAMILY OFFICE SERVICES

Administrative Services
Tax Planning
Wealth Planning

Corporate Consulting

Legal Services N

BKMS Limited

201 Strovolos Avenue

Off. 201-202, 2nd Floor

2049 Nicosia, Cyprus
info@bkmsgroup.com
Tel. +357 — 22 265 360

Fax. +357 — 22 265 361

The materials provided in this document are issued for general information purposes only and
are not designed to provide legal or other professional advice. Hence we accept no responsibility
for any direct, indirect or consequential loss or damage which may arise from reliance on

information contained in this document. Readers are advised to seek confirmation of statements
made herein before acting upon them; specialist advice should also be sought on your particular
cases. Please feel free to contact us at your convenience.
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