
Cypriot substance as a matter of fact Cyprus Holding Companies 
 

Carey Group is renowned for its long standing experience and expertise in the 

implementation and maintenance of corporate and trust services. Our client’s 

tax advisers spend considerable effort in devising complex international tax       

structures. We specialise in ensuring that any such planning is implemented    

effectively and efficiently and regularly tested over time. 
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A Cyprus Holding Company (‘CHC’) is an ordinary 

company which apart from having a participation in 

domestic and/or non-Cypriot companies, may also 

be engaged in other activities such as trading or 

financing. 

The corporate tax rate is 10%. However, the 

various tax exemptions on holding company income 

make the Cyprus tax regime one of the most 

favourable worldwide. 

The holding company regime applies only if the 

company can be defined as a Cyprus resident 

company. Under the residency rules management 

and control is the key test. 

There is no definition of management and control 

contained in the legislation. It is generally taken to 

mean that: 

• all decisions affecting a company should be 

made and be shown to have been made by its 

board of directors in Cyprus; 

• decisions must be made by the board exercising 

its powers independently of any particular 

director or shareholder; and 

• the board should have a majority of Cypriot 

resident directors. 

Dividend income received by a CHC from its   

local and foreign subsidiaries is exempt from tax 

in Cyprus provided the company receiving the 

dividend owns at least 1% of the company paying 

the dividend. This exemption does not apply if 

more than 50% of the paying company’s activities 

result directly or indirectly in investment income 

and the foreign tax is significantly lower than the 

tax rate payable in Cyprus. 

Capital gains made by a CHC from ‘qualifying 

securities’ (including shares and bonds) in foreign 

subsidiaries are exempt from tax in Cyprus, pro-

vided that no immovable property situated in     

Cyprus is involved. 

Outgoing dividends remitted by a CHC to      

companies and individuals not resident for tax   

purposes in Cyprus are not subject to any with-

holding taxes in Cyprus. Individuals who do not 

spend more than 183 days in any one year in   

Cyprus and companies that are not managed and 

controlled in Cyprus qualify as non-residents. 
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The EU Parent/Subsidiary Directive (90/435/EEC as amended) has 

been transposed into Cypriot law in the form of the Income Tax Law and 

the Special Contribution for Defence Law. These laws establish a liberal 

system of double taxation avoidance. Their application also extends to 

non-EU countries as they merely distinguish between residents and non-

residents of Cyprus. 

The EU Interest/Royalty Directive (2003/49/EC) has been transposed 

into Cypriot domestic legislation which provides for exemption at source 

of interest where the beneficial owner is non resident. 

Interest expenses payable by a CHC in respect of borrowing costs 

incurred in relation to investments in subsidiaries are fully deductible.  

CHC’s are liable to 10% special defence contribution tax on interest 

income from any source whether in Cyprus or abroad. However, this tax 

does not apply to interest earned by a company in the ordinary course of 

its business or to interest closely related to the ordinary carrying on of its 

business both of which are subject to income tax with no exemption 

available. 

For further information about how Carey Group Cyprus can help, please visit our website 
www.careygroup.com.cy or contact our Cyprus office direct. Please find our Cyprus office    
details on the following Group Contact page. 
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GROUP CONTACTS 

W: www.careygroup.gg 

Guernsey 
Carey Group  
PO Box 285  
1st and 2nd Floors  
Elizabeth House  
Les Ruettes Brayes  
St Peter Port  
Guernsey  
GY1 4LX 

T: +44 (0)1481 700300  
F: +44 (0)1481 711220  
E: info@careygroup.gg 

Alderney 
Carey Administration  
Limited  
Millennium House  
Ollivier Street  
St Anne  
Alderney  
GY9 3TD 

T: +44 (0)1481 824727  
F: +44 (0)1481 823963  
E: info@careygroup.gg 

UK 
Carey Pensions UK LLP 
43 Shenley Pavilions 
Chalkdell Drive  
Shenley Wood  
Milton Keynes  
MK5 6L                             
United Kingdom 

T: +44 (0)1908 336010 
enquiries@careypension.co.uk 

Luxembourg 
Carey S.A.  
19, rue Eugène Ruppert  
L-2453 Luxembourg  
Luxembourg  

T: + 352 266 448 1 
F: + 352 266 448 48 
E: info@careygroup.gg 

Zurich 
Carey AG  
PO Box  
Alderstrasse 49  
CH 8034 Zurich  
Switzerland 

T: +41 (0) 43 499 1144 
F: +41 (0) 43 499 1155 
E: info@careygroup.gg 

Geneva 
Carey Nova S.A.  
Rue Pierre Fatio 15  
PO Box 3475  
CH-1211Geneva 3  
Switzerland 

T: +41 22 718 75 80 
F: +41 22 718 75 89 
E: info@careygroup.gg 

Monaco 
Carey S.A.M.  
24 Boulevard Princesse  
Charlotte  
MC 98000  
Monaco 

T: +377 (0) 97 77 28 60 
F: +377 (0) 97 77 34 53 
E: info@careygroup.gg 

Cyprus 
Carey Group  
(Cyprus) Limited 
Themistokli Dervi 48 
Centennial Building 
Office 703  
CY-1066 Nicosia  
Cyprus 

T: + 357 22 45 25 25 
F: + 357 22 37 49 25 
E: info@careygroup.gg 

For initial group enquiries please contact Patrick Bos on +41 79 359 13 53 or 

our general number +44  (0) 1481 700300.   
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LOCATIONS 

The information contained herein is a general summary and does not constitute professional tax, investment or legal advice and should not be 

relied upon.  No responsibility is accepted for any errors contained in this information sheet which should not be circulated where such circulation 

would be an infringement of local laws or regulation. 

 

The Carey Group does not provide tax, legal or investment advice which should be sought in the country of domicile/residence of every client. 

Carey Group (Cyprus) Limited: 

Themistokli Dervi 48   Centennial Building   Office 703   CY-1066   Nicosia   Cyprus 

T: +357 22 45 25 25   F: +357 22 37 49 25   E: info@careygroup.gg   W: www.careygroup.gg 

 
Mailing address: PO Box 22202   CY-1518   Nicosia   Cyprus 

 

Registered number: HE222385. 

To find out about our other service offerings please visit our website www.careygroup.gg 

or for initial group enquiries please contact Patrick Bos on +41 79 359 13 53                           

(or our general number +44  (0) 1481 700300).   

•   Zurich •   UK •   Monaco 

•   Luxembourg •   Alderney •   Cyprus •   Geneva •   Guernsey 


