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THE INCOME TAX LAW OF 2002
(as amended, 2004)
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PART Il - IMPOSITION OF TAX
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Basis of assessment
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PART IV - SPECIAL MODES OF TAXATION OF CERTAIN KIND S OF INCOME

Special modes of taxation
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Insurance undertakings engaged in insurance bgsindige class
Shipping and aircraft businesses

Taxation of income from the rendering of ship mamagnt services
Pensions from services rendered outside the Republi

Tax on the gross amount of royalties, premiums,pEmmation, etc
Film rentals, etc.

Profits of professional men, artists, etc.

Deduction of tax before payment is effected andittance of the tax deducted to the Commissioner

PART V - RATES OF TAX
Rates as per the Second Schedule
PART VI - COMPANY REORGANIZATIONS

Transfer of balance sheet values in case of re@aion
Transfer of losses

Existing holding in transferring company
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PART VIII - RELIEF IN CASE OF DOUBLE TAXATION

Double taxation conventions
Tax credits
Unilateral relief

PART IX - GENERAL POWERS OF COMMISSIONER

Power of Commissioner to require particulars tduraished
Accounts prepared and certified by professionapantants
Loans to directors

PART X - ASSESSMENT AND CHARGE OF TAX IN RESPECT OF EMOLUMENTS

Interpretation
Assessment, charge, etc., on emoluments
Other provisions of the Law to apply

PART XI - MISCELLANEOUS PROVISIONS

Liability to tax of members of United Kingdom Fos;eof Greek and Turkish Forces in the Republic
and other persons

Regulations

Administrative instructions for allowances etc. lsba published

Foreign companies having income from sources oaittsid Republic

Repeal of Laws and savings

Date of commencement of the Law

FIRST SCHEDULE (List of companies referred to ie thefinition of “company” (section 2)

SECOND SCHEDULE (Scale of rates of tax payable )

For the purposes of harmonization with the acthefEuropean Union under the title -

(a) “Council Directive 90/434/EEC of 23 July 1990 ore tbommon system of taxation
applicable to mergers, divisions, transfers of tssend exchanges of shares
concerning companies of different Member StatdsE [ 225 of 20/8/1990, p. 1-5),

(b) “Council Directive 90/435/EEC of 23 July 1990 ore tbommon system of taxation
applicable in the case of parent companies andidialiss of different Member
States”, (EE L 225 of 20/8/1990, p.6-9), and

(c) “Convention on the elimination of double taxationconnection with the adjustment
of profits of associated enterprises”, (EE L 222048/1990, p.10-24),

(d) Council Directive 2003/49/EC of 3 June 2003 on angmn system of taxation
applicable to interest and royalty payments madeden associated companies of
different Member States (EEL 157 of 26/6/2003, @ ®:0054)

The House of Representatives enacts as follows:



2.(1)

PART | - INTRODUCTORY PROVISIONS

Short title

This Law may be cited as the Income Tax LawQii22

Interpretation
In this Law unless the contrary intention appears

“business” means commercial or manufacturing bssin@rofession or vocation and includes any
other business of a trading nature;

“chargeable income” means the aggregate amounhaifihcome of any person from the sources
specified in section 5 remaining after deductinghssums as are permitted by or under this Law;

“Commissioner” means the Commissioner of Income dlzarged with the administration of this Law
as provided in sub-section (1) of section 3 anduthes any officer of the Department of Inland
Revenue authorized by him in this respect;

“company” has the meaning given to this term by @mmpanies Law and includes any body with or
without legal personality, or public corporate bpedg well as every company, fraternity or socidty o
company incorporated or registered outside the Blapand a company listed in the First Schedule;
but it does not include a partnership;

“Constitution” means the Constitution of the Repeilof Cyprus;

“corporation tax” means the tax imposed on the ine@f a company pursuant to the provisions of this
Law;

“Director” means the Director of the Departmentrdnd Revenue;
“guardian” when used in relation to an infant pergwludes the parent of the infant;

“investment income” means any income which is netrivkd or arising from any business,
employment, pensions or annuities which are paitebgon or in connection with a past employment;

“Member-state” means member-state of the Europeaor;)

“private motor vehicle” means a vehicle falling it sub-paragraph (vi) of paragraph (7) of
Regulation 18 of the Motor Vehicles and Road TecaRegulations of 1984 to 2001;

“permanent establishment” means -

(a) A fixed place of business through which the businesan enterprise is wholly or
partly carried on.

(b) The term “permanent establishment” includes espigria
0] a place of management;
(i) a branch;
(iii) an office;
(iv) a factory;



(v) a workshop,

(vi) a mine, an oil or gas well, a quarry or any othirce of extraction of
natural resources.

(c) A building site or construction or installation pgot or supervisory activities
constitute a permanent establishment only if tlasy inore than three months.

(d) Notwithstanding the provisions of paragraphs (B),and (c) of this definition, the
term “permanent establishment” shall be deemedainiclude:

0] the use of facilities solely for the purpose ofrage, display or delivery of
goods or merchandise belonging to the enterprise;

(i) the maintenance of a stock of goods or merchanbéenging to the
enterprise solely for the purpose of storage, displ delivery;

(iii) the maintenance of a stock of goods or merchanbéenging to the
enterprise solely for the purpose of processingrmther enterprise;

(iv) the maintenance of a fixed place of business sdi@lythe purpose of
purchasing goods or merchandise or of collectinfprimation, for the
enterprise;

(v) the maintenance of a fixed place of business sdi@lythe purpose of
carrying on, for the enterprise, any other activitfy a preparatory or
auxiliary character;

(vi) the maintenance of a fixed place of business sdtglyny combination of
activities mentioned in subparagraphs (i) to (Wpuvded that the overall
activity of the fixed place of business resultingnfi this combination has a
preparatory or auxiliary character.

(e) Notwithstanding the provisions of paragraphs (a &), where a person-other than
an agent of an independent status to whom paradfapbplies- is acting on behalf
of an enterprise and has, and habitually exercisethe Republic an authority to
conclude contracts in the name of the enterprisa, énterprise shall be deemed to
have a permanent establishment in the Republi@spect of any activities which
that person undertakes for the enterprise, unlessattivities of such person are
limited to those mentioned in paragraph (d) whitlexercised through a fixed place
of business, would not make this fixed place ofifess a permanent establishment
under the provisions of that paragraph.

(N An enterprise shall not be deemed to have a pemastablishment in the Republic
merely because it carries business in the Republiough a broker, general
commission agent or any other agent of an indepenstatus, provided that such
persons are acting in the ordinary course of thasiness.

(g) The fact that a company which is a resident inRkgublic controls or is controlled
by a company which is not a resident in the Repuloli which carries on business
outside the Republic (whether through a permansmabéshment or otherwise), shall
not of itself constitute either company a permamstablishment of the other;

“person” includes an individual and a company;

“public corporate body” means a legal person ofligpulaw or any other public corporate body
established by law for the public interest notwiitingling that such body is deemed to be agent, serva
of the state (in consimili casu to servant of ttate3;

“Republic” means the Republic of Cyprus;

“resident in the Republic”, when applied to an indual, means an individual who stays in the
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