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Article 1

Cyprus - United Kingdom (1973)

Approved by Councit of Ministers

Date of signature : 20.06.1974
Date of ratification {In Force) : 01.11.1974
Year of commencement {Effective) : 1973
Date of Publication ;01111974
Official Gazette No. . 1148
CONVENTION

BETWEEN THE GOVERNMENT OF THE REPUBLIC OF CYPRUS AND
THE GOVERNMENT OF THE UNITED KINGDOM OF GREAT BRITAIN AND
NORTHERN IRELAND FOR THE AVOIDANCE OF DOUBLE TAXATION
AND THE PREVENTION OF FISCAL EVASION
WITH RESPECT TO TAXES ON INCOME.

The Government of the Republic of Cyprus and the Government of the United
Kingdom of Great Britain and Northern treland;

Desiring to conclude a Convention for the avoidance of double taxation and the
prevention of fiscal evasion with respect to taxes on income:

Have agreed as follows:

Article 1
PERSONAL SCOPE

This Convention shall apply to per-
sons who are residents of one or both
of the Contracting States.

Article 2
TAXES COVERED

1. The taxes which are the subject of
this Convention are:

(a) in the United Kingdom of Great
Britain and Northern Ireland:

{iy theincome tax; and
(i) the corporation tax;

(b) in Cyprus:
the income tax.

2. This Convention shail also apply
to any identical or substantially similar
taxes which are imposed by either
Contracting State after the date of
signature of this Convention in addi-
tion to, or in place of, the existing tax-
es. The competent authorities of the
Contracting States shall notify to each
other any changes which are made in
their respective taxation laws.

Article 3
GENERAL DEFINITIONS

1. In this Convention, unless the con-
text otherwise requires,

(a) the term "Cyprus" means the Re-
public of Cyprus, and includes
any area adjacent to the territorial
waters of Cyprus which in accor-
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Article 3

(9)

dance with international law has
heen or may hereafter be desig-
nated, under the laws of Cyprus
concerning the Continental Shelf,
as an area within which the rights
of Cyprus with respect to the sea
bed and sub-scil and their natural
resources may be exercised;

the term "United Kingdom"
means Great Britain and North-
ern Ireland, including any area
outside the territorial sea of the
United Kingdom which in accor-
dance with international law has
been or may hereafter be desig-
nated, under the laws of the Unit-
ed Kingdom concerning the Con-
tinental Shelf, as an area within
which the rights of the United
Kingdom with respect to the sea
bed and sub-soil and their natural
resources may be exercised;

the terms "one of the Contracting
States" and "the other Contract-
ing State" mean the United King-
dom or Cyprus, as the context re-
quires;

the terms "United Kingdom tax"
means fax imposed by the United
Kingdom, being tax to which this
Convention applies by virtue of
the provisions of Article 2; the
term "Cyprus tax" means tax im-
posed by Cyprus, being tax to
which this Convention applies by
virtue of the provisions of Article
2;

the term "tax" means United
Kingdom tax or Cyprus tax, as
the context requires;

the term “company" means any
body corporate or any entity
which is treated as a body corpo-
rate for tax purposes;

the term "individual" means a nat-
ural person;

(h) the term "person” includes an in-

(0

1)

dividual, a company and a body
of persons, but does not include
a partnership;

the terms "enterprise of one of
the Contracting States" and "en-
terprise of the other Contracting
State" mean respectively an en-
terprise carried on by a resident
of one of the Contracting States
and an enterprise carried on by a
resident of the other Contracting
State;

the term "national" means:

(i) in relation to Cyprus:

{aa) any individual possess-
ing the citizenship of
Cyprus;

(bb) any legal person, part-
nership, association or
other entity deriving its
status as such from the
law in force in Cyprus,

(il in relation to the United

Kingdom:

(aa) any citizen of the United
Kingdom and Colonies
who derives his status
as such from his con-
nection with the United
Kingdom;

{bb) any legal person, part-
nership, association or
other entity deriving its
status as such from the
law of the United King-
dom;

the term "competent authority”
means, in the case of the United
Kingdom, the Commissioners of
Inland Revenue or their author-
ised representative; and in the
case of Cyprus, the Commission-
er of Income Tax or his author-
ised representative.
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2. In the application of this Conven-
tion by one of the Contracting States,
any term not otherwise defined shalf,
unless the context ctherwise requires,
have the meaning which it has under
the laws of that Contracting State re-
lating to the taxes which are the sub-
ject of this Convention.

Article 4
FISCAL DOMICILE

1. For the purposes of this Conven-
tion, the term "resident of a Contract-
ing State" means any person who,
under the law of that State, is liable to
taxation therein by reason of his dom-
icile, residence, place of management
or any other criterion of a similar na-
ture.

2. Where by reason of the provisicns
of paragraph (1) of this Article an indi-
vidual is a resident of both Contract-
ing States, then his status shall be
determined in accordance with the
following rules:

{a) He shall be deemed to be a resi-
dent of the Contracting State in
which he has a permanent home
available to him. If he has a per-
manent home available to him in
both Contracting States, he shall
be deemed to be a resident of
the Contracting State with which
his personal and economic rela-
tions are closer.

fb) If the Contracting State with
which his personal and economic
relations are closer cannot be de-
termined, or if he has not a per-
manent home available to him in
either Contracting State, he shall
be deemed to be a resident of
the Contracting State in which he
has an habitual abode.

{c) If he has an habitual abode in
both Contracting States or in nei-
ther of them, he shaill be deemed
to be a resident of the Contract-
ing State of which he is a nation-
al.

{d) If he is a national of both Con-
tracting States or of neither of
them, the competent authorities
of the Contracting States shall
determine the question by mutual
agreement.

3. Where by reason of the provision
of paragraph (1) of this Article a per-
son other than an individual is a resi-
dent of both Contracting States, then
it shall be deemed to be a resident of
the Contracting State in which its
place of effective management is situ-
ated.

Article 5
PERMANENT ESTABLISHMENT

1. For the purposes of this Conven-
tion, the term "permanent establish-
ment” means a fixed place of business
in which the business of the enterprise
is wholly or partly carried on.

2. The term "permanent establish-
ment" shall include especially:

a) a place of management,

b) abranch;

c) an office;

d) afactory;

e} a workshop;

f) a mine, oil well, quarry or other
place of extraction of natural re-
sources;

(g) a building site or construction, in-
stallation or assembly project
which exists for more than six
months;

g p— — —
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Article 5

{h) a farm or plantation;

(iy a place of extraction of timber of
forest produce.

3. The term "permanent establish-
ment" shall not be deemed to include:

(a) the use of facilities solely for the
purpose of storage, display or de-
livery of goods or merchandise
belonging to the enterprise;

{(b) the maintenance of a stock of
goods or merchandise belonging
to the enterprise solely for the
purpose of storage, display or de-
livery;

(¢} the maintenance of a stock of
goods or mechandise belonging
to the enterprise solely for the
purpose of processing by another
enterprise;

(d) the maintenance of a fixed place
of business solely for hte purpose
of purchasing goods or merchan-
dise, or for collecting information,
for the enterprise;

(e) the maintenance of a fixed place
of business solely for the purpose
of advettising, for the supply of
information, for scientific re-
search or for similar activies
which have a preparatory or aux-
iliary character, for the enterpise.

4. An enterprise of one of the Con-
tracting States shall be deemed to
have a permanent establishment in
the other Contracting State if:

(a) it carries on supervisory activities
in that other Contracting State for
more than six months in connec-
tion with a construction, installa-
tion or assembly project which is
being undertaken in that other
Contracting State;

(b) it carries on a business which
consists of providing the services

of public entertainers of the kind
referred to in Article 17 in that
other Contracting State.

5. Subject to the provisions of para-
graph (6) of this Article, a person act-
ing in one of the Contraciing States
on behaif of an enterprise of the other
Contracting State shall be deemed to
be a permanent establishment in the
first-mentioned Contracting State if:

(a) he has, and habitually exercises
in that first-mentioned Contract-
ing State, an authority to con-
clude contracts in the name of
the enterprise, unless his activi-
ties are limited to the purchase of
goods or merchandise for the en-
terprise; or

(b) he maintains in the first-
mentioned Contracting State a
stock of goods or merchandise
belonging to the enterprise from
which he reguiarly fills orders on
behalf of the enterprise.

6. An enterprise of one of the Con-
tracting States shall not be deemed to
have a permanent establishment in
the other Contracting State merely
because it carries on business in that
other Contracting State through a bro-
ker, general commission agent or any
other agent of an independent status,
where such persons are acting in the
ordinary course of their business.

7. The fact that a company which is a
resident of one of the Contracting
States controls or is controlled by a
company which is a resident of the
other Contracting State, or which car-
ries on business in that other Con-
tracting State (whether through a per-
manent establishment or otherwise),
shall not of itself constitute either
company a permanent establishment
of the other.
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Article 6
LIMITATION OF RELIEF

Where under any provision of this
Convention income is relieved from
tax in one of the Contracting States
and, under the law in force in the oth-
er Contracting State, a person, in re-
spect of the said income, is subject to
tax by reference to the amount there-
of which is remitted to or received in
that other Contracting State and not
by reference to the full amount there-
of, then the relief to be allowed under
this Convention in the first-mentioned
Contracting State shall apply only to
so much of the income as is remitted
to or received in the other Contracting
State.

Article 7
IMMOVABLE PROPERTY

1. Income from immovable property
may be taxed in the Contracting State
in which such property is situated.

2.- (a) The term "immovable proper-
ty" shall subject to the provisions
of sub-paragraph (b) of this para-
graph, be defined in accordance
with the 'aw of the Contracting
State in which the property in
question is situated.

(b) The term shall in any case in-
clude property accessory to im-
movable property, livestock and
equipment used in agriculture
and forestry, rights to which the
provisions of general law respect-
ing landed property apply, usu-
fruct of immovable property and
rights to variable or fixed pay-
ments as consideration for the
working of, or the right to work,
mineral deposits, sources and

other natural resources; ships,
boats and aircraft shall not be re-
garded as immovable property.

3. The provisions of paragraph (1) of
this Article shall apply to income de-
rived from the direct use, letting, or
use in any other form of immovable
property.

4. The provisions of paragraphs (1)
and (3) of this Article shall also apply
to the income from immovable prop-
erty of an enterprise and to income
from immovable property used for the
performance of professional services.

Article 8
BUSINESS PROFITS

1. The profits of an enterprise of one
of the Contracting States shall be tax-
able only in that Cotnracting State,
unless the entrprise carries on busi-
ness in the other Contracting State
through a permanent establishment
situated therein. If the enterprise car-
ries on business as aforesaid, tax
may be imposed in that other Con-
tracting State on the profits of the en-
terprise but only on so much thereof
as is aftributable to that permanent
establishment.

2. Where an enterpise of one of the
Contracting States carries on busi-
ness in the other Contracting State
through a permanent establishment
situated therein, ther shall in each
Contracting State be attributed to that
permanent establishment the profits
which it might be expected to make if
it were a distinct and separate enter-
prise engaged in the same or similar
activities under the same or similar
conditions and dealing at arm's length
with the enterprise of which it is a per-
manent establishment.

6.6 Taxation Laws of Cyprus

SES /12/06

12.06 {Supplement No 9 - Vol 4)



Double Taxation Conventions

Cyprus - United Kingdom (1973}

Article 11

3. in determining the profits of a per-
manent establishment, there shall be
aliowed as deductions all expenses,
including executive and general ad-
ministrative expenses, which would be
deductible if the premanent astablish-
ment were an independent enterprise,
insofar as they are reasonably alloca-
ble o the permanent establishment,
whether incurred in the Contracting
State in which the permanent estab-
lishment is situated or elsewhere.

4. Insofar as it has been customary
in a Contracting State to determine
the profits to be attributed to a perma-
nent establishment on the basis of an
apporitonment of the total profits of
the enterprise to its various parts,
nothing in paragraph (2} of this Article
shall preclude that Contracting State
from determining the profits to be
taxed by such an apportionment as
may be customary; the method of ap-
pertionment adopted shall, however,
be such that the result shall be in ac-
cordance with the principles laid
down in this Article.

5. No profits shall be attributed to a
permanent establishment by reason
of the mere purchase by that perma-
nent establishment of goods or mer-
chandise for the enterprise.

6. Where profits include any item
which is dealt with separately in an-
other Article of this Convention, the
provisions of that other Aricle shall
not be affected by the provisions of
this Article.

Article 9
ASSOCIATED ENTERPRISES

Where:
{a) an enterprise of one of the Con-

tracting States participates direct-
ly or indirectly in the manage-
ment, control or capital of an en-
terprise of the other Contracting
State; or

(b} the same persons participate gdi-
rectly or indirectly in the manage-
ment, control or capital or an en-
terprise of one of the Contracting
States and of an enterprise of the
other Contracting State;

and in either case conditions are
made or imposed between the two
enterprises, in their commercial or fi-
nancial refations, which differ from
those which would be made between
independent enterprises, then any
profits which would but for those con-
diitons have accrued to one of the en-
terprises, but by reason of those con-
ditions have not sg accrued, may be
included in the profits of that enter-
prise and taxed accordingly.

Article 10
SHIPPING AND AIR TRANSPORT

1. A resident of one of the Contract-
ing States shall be exempt from tax in
the other Contracting State on profits
from the operation of ships ot aircraft
in international traffic.

2. The provisions of paragraph (1) of
this Article shall likewise apply in re-
spect of participation in pools, in a
joint business or in an international
operations agency of any kind by en-
terprises engaged in the operation of
ships or aircraft in international traffic.

Article 11
DIVIDENDS

1.- (a} Dividends derived from a
company which is a resident of
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the United Kingdom by a resident
of Cyprus may be taxed in Cy-
prus.

(b) Where a resident of Cyprus is en-
titled to a tax credit in respect of
such a divident under paragraph
(2} of this Article tax may also be
charged in the United Kingdom
and according to the laws of the
United Kingdom, on the aggre-
gate of the amount or value of
that dividend and the amount of
that tax credit, at a rate not ex-
ceeding 15 per cent.

(c) Except, as aforesaid, dividends
derived from a company which is
a resident of the United Kingdom
and which are beneficially owned
by a resident of Cyprus shall be
exempt from any tax in the Unit-
ed Kingdom which is chargeable
on dividends.

2. A resident of Cyprus who receives
dividends from a company which is a
resident of the United Kingdom shall,
subject to the provisions of paragraph
(3) of this Article and provided he is
the beneficial owner of the dividends,
be entitled to the tax credit in respect
thereof to which an individual resident
in the United Kingdom would have
been entitied had he received those
dividends, and to the payment of any
excess of that tax credit over his lia-
bility to United Kingdom tax.

3. Paragraph (2) of this Article shall
not apply where the beneficial owner
of the dividend is a company which
either alone or together with one or
more associated companies controls
directly or indirectly at least 10 per
cent of the voting power in the com-
pany paying the dividned. For the
purposes of this paragraph two com-
panies shall be deemed to be asso-
ciated if one is controlled directly or

indirectly by the other, or both are
controlied directly or indirectly by a
third company.

4. Dividends derived from a company
which is a resident of Cyprus and
which are benficially owned by a resi-
dent of the United Kingdom shall be
exempt from any tax in Cyprus which
is chargeable on dividends in addition
to the tax chargeable in respect of the
profits or income of the company.

5. The term "devidends” as used in
this Article means income from
shares or other rights, not being debt-
claims, participating in profits as well
as income from other corporate rights
assimilated to income frm shares by
the taxation law of the Contracting
State of which the company making
the distribution is a resident and also
includes any other item (other than in-
terest relieved from tax under the pro-
visions of Article 12 of this Conven-
tion) which under the law of the
Contracting State of which the com-
pany paying the dividend is a resi-
dent, is treated as a dividend or distri-
bution of a company.

6. It the beneficial owner of the divi-
dends, being a resident of one of the
Contracting States, owns 10 per cent
or more of the class of shares in re-
spect of which the dividends are paid
then paragraphs (1) and (2) 6r, as the
case may be, paragraph (4) of this Ar-
ticke shall not apply to the dividends
to the extent that they can have been
paid only out of profits which the com-
pany paying the dividends earned or
other income which is received in a
period ending 12 months or more be-
fore the relevant date. For the pur-
poses of this paragraph the term "rel-
evant date" means the date on which
the beneficial owner of the dividends
became the owner of 10 per cent or
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Article 12

more of the class of shares in ques-
tion. Provided that this paragraph
shall apply only if the shares were ac-
quired primarily for the purpose of su-
ciring the benefit of this Article and
not for bona fide commercial reasons.

7. The provisions of paragraphs (1)
and (2) or, as the case may be, para-
graph (4) of this Article shaii not apply
where a resident of one of the Con-
tracting States has in the other Con-
tracting State a permanent establish-
ment and the holding by virtue of
which the dividends are paid is effec-
tively connected with a business car-
ried on through that pemanent estab-
lishment.

8. Where a company which is a resi-
dent of one of the Contracting States
derives profits or income from the oth-
er Contracting State, that other Con-
tracting State may not impose any tax
on the dividends paid by the company
to persons who are not residents of
that other Contracting State, or sub-
ject the company's undistributed prof-
its to a tax on undistributed profits,
even if the dividends paid or the un-
distributed profits consist wholly or
partly of profits or income arising in
such other Contracting State.

9. f the system of taxation applicable
in either Contracting State to the prof-
its or distribution of companies is al-
tered the competent authorities of both
Contracting States may consult each
ather in order 1o determine whether it
is necessary for this reason to amend
the provisions of this Article.

Article 12
INTEREST

1. Interest derived from one of the

Contracting States by a resident of
the other Contracting State who is the
beneficial owner thereof may be
taxed in the first-mentioned Contract-
ing State at a rate not exceeding 10
per cent of the gross amount thereof.

2. The term "interest" as used in this
Article means income from Govern-
ment secutities, bonds or debentures,
whether or not secured by mortgage
and whether or not carrying a right to
participate in profits, and other debt-
claims of every kind as well as all oth-
er income assimilated to income from
money lent by the taxation law of the
State in which the income arises.

3. Interest shall be deemed to be de-
rived from a Contracting State when
the payer is that State itself, a political
subdivision or a local authority thereof
or a resident of that State. Where,
however, the person paying the inter-
est, whether he is a resident of a
Contracting State or not, has in a
Contracting State a permanent estab-
lishment in connection with which the
indebtedness on which the interest is
paid was incurred, and such interest
is borne by such permanent estab-
lishment, then such interest shall be
deemed to be derived from the Con-
tracting State in which the perma-
nents establishment is situated.

4, The provisions of paragraph (1) of
this Article shall not apply if the bene-
ficial owner of the interest, being a
resident of one of the Contracting
States, has in the other Contracting
State from which the interest is de-
rived a permanent astablishment with
which the indebiedness from which
the interest arises is effectively con-
nected. In such a case the provisions
of Article 8 shall apply.

5. Where owing to a special relation-
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ship between the payer and the bene-
ficial owner or between both of them
and some other person, the amount
of the interest paid, having regard to
the indebtedness for which it is paid,
exceeds the amount which would
have been agreed upon by the payer
and the beneficial owner in the ab-
sence of such retationship, the provi-
sions of this Article shall apply only to
the last-mentioned amount. In such a
case, the excess part of the payment
shall remain taxable according to the
law of each Contracting State, due re-
gard being had to the other provi-
sions of this Convention.

6. The provisions of this Article shall
not apply if the loan or other indebted-
ness in respect of which the interest
is paid was created or assigned main-
ly for the purpose of taking advantage
of this Article and not for bona fide co-
mercial reasons.

Article 13
ROYALTIES

1. Royalties derived from a Contract-
ing State by a resident of the other
Contracting State who is the benefi-
cial owner thereof shall be taxable on-
ly in that other State.

2. Notwithstanding the provisions of
pargraph (1) of this Article royalties
received as consideration for the use
of, or the right to use, cinematograph
films including films and video tates
for television may be taxed in, and ac-
cording to the law of, the Cotnracting
State from which they are derived,
but the tax so charged shall not ex-
ceed 5 per cent of the gross amount
of such royalties.

3. The term "royalties" as used in this
Article means payments of any kind

received as a consideration for the use
of, or the right to use, any copyright of
literary, artistic or scientific work in-
cluding cinematograph films or tapes
for television or broadcasting, any pat-
ent, trade mark, design or model, plan
secret formula or process, or for the
use of, or the right to use, industrial,
commercial, or scientific equipment, or
for information concerning industrial,
commercial or scientific exprerience.

4, The provisions of paragraphs (1)
and (2) of this Article shall not apply if
the beneficial owner of the royalties,
being a resident of one of the Cotn-
racting Stetes, has in the other Con-
tracting State from which the royalties
are derived a permanent establish-
ment with which the right or property
giving rise to the royalties is effective-
ly connected. In such a case the pro-
visions of Article 8 shall apply.

5. Where owing to a special relation-
ship between the payer and the bene-
ficial owner or between both of them
and some other person, the amount of
the royalties paid, having regard to the
use, right or information, for which
they are paid, exceeds the amount
which would have been agreed upon
by the payer and the beneficial owner
in the absence of such relationship,
the provisions of this Article shall apply
only to the last mentioned amount. In
such a case, the excess part of the
payment shall remain taxable accord-
ing to the law of each Contracting
State, due regard being had to the oth-
er provisions of this Convention.

Article 14

INDEPENDENT PERSONAL SER-
VICES

1. Income derived by a resident of a

6.10
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Article 17

Contracting State in respect of profes-
sional services or othe rindependent
activities of a similar character shall
be taxable only in that State unless
he has a fixed base regularly availa-
ble to him in the other Contracting
State for the purpose of performing
his activities. If he has such a fixed
base, the income may be taxed in the
other Contracting State but only so
much of it as is attributable to that
fixed base.

2. The term "professional services"
includes especially independent sci-
entific, literary, artistic, educationaior
teaching activities as well as the inde-
pendent activities of physicians, law-
yers, engineers, architects, dentists
and accoutnants.

Articie 15
DEPENDENT PESONAL SERVICES

1. Subject to the provisions of Articles
16, 18,19,20 and 21, salaries, wages
and other similar remuneration de-
rived by a resident of a Contracting
State in respect of an employment
shall be taxable only in that State un-
less the employment is exercised in
the other Contracting State. If the
employment is so exercised, such re-
muneration as is derived therefrom
may be taxed in that other State.

2. Notwithstanting the provisions of
paragraph (1) of this Article remuner-
ation derived by a resident of a Con-
tracting State in respect of an employ-
ment exercised in the cther
Contracting State shall be taxable on-
ly in the first-mentioned State if-

(a) the recipient is present in the oth-
er State for a period or periods
not exceeding in the aggregate
183 days in the fiscal year con-

cerned, and

(b} the remuneration is paid by, or on
behalf of, an employer who is not
a resident of the other State, and

(¢} the remuneration is not borne by
a permanent establishment or a
fixed base which the employer
has in the other State.

3. Notwithstanding the preceding
provisions of this Article, remunera-
tion in respect of an employment ex-
ercised aboard a ship or aircraft in in-
ternational traffic, may be taxed in the
Contracting State in which the enter-
prise is resident.

Article 16
DIRECTORS' FEES

Directors fees and similar payments
derived by a resident of a Contracting
State in his capacity as a member of
the board of directors of a company
which is a resident of the other Con-
tracting State may be taxed in that
other State.

Article 17

PUBLIC ENTERTAINERS AND
ATHLETES

1. Notwithstanding the provisions of
Articles 14 and 15, income derived by
public entertainers, such as theatre,
motijon picture, radio or television ar-
tistes, and musicians, and by ath-
letes, from their personal activities as
such may be taxed in the Contracting
State in which these activities are ex-
ercised.

2. Where the services mentioned in
paragraph (1) of this Article are pro-
vided in one of the Cotnracting States
by an enterprise of the other Con-
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tracting State, then the income de-
rived from providing those services by
such enterprise shall be exempt from
tax in the first-mentioned Contracting
State, if the enterprise is direcily or in-
directly supported, wholly or substan-
tially, from the public funds of the
Government of that other Contracting
State in connection with the provision
of such services.

Article 18
GOVERNMENT FUNCTIONS

1. Remuneration {other than pen-
sions) paid out of public funds of the
United Kingdom or Northern Ireland
or of the funds of any local authority
in the United Kingdom to any individ-
ual in respect of services rendered fo
the Government of the United King-
dom or Northern Ireland or a local
authority in the United Kingdom in
the discharge of functions of a gov-
ernmental nature, shall be taxable
only in the United Kingdom unless
the individual is a Cyprus national
without also being a United Kingdom
national.

2. Remuneration (cther than pen-
sions) paid by, or out of funds creat-
ed by, Cyprus or a local authority
thereof to any individual in respect of
services rendered to the Govern-
ment of Cyprus or a local authority
thereof, in the discharge of functions
of a government of Cyprus or a local
authority thereof, in the discharge of
functions of a governmental nature,
shall be taxable only in Cyprus un-
tess the individual is a United King-
dom national without also being a
Cyprus nationai.

3. The provisions of paragraphs (1)
and (2) of this Article shall not apply

ta remuneration in respect of services
rendered in connection with any trade
or business.

Article 19
PENSIONS

1. Any pension and any annuity de-
rived from sources within one of the
Contracting States by an individual
who is a resident of the other Con-
tracting State and subject to tax in
that other State in respect thereof
shall be exempt from tax in the first-
mentioned Contracting State.

2. The term "annuity" means a stat-
ed sum payable periodically at stat-
ed times, during life or during a spec-
ified or ascertainable peried of time,
under an obligation to make the pay-
menis in return for adequate and full
consideration in money or money's
worth.

Article 20
TEACHERS

An individual who, at the invitation of
a university, college, school or other
similar recognised educational insti-
tution in one of the Contracting
States, visits that Contracting State
for a period not exceeding two years
solely for the purpose of teaching at
such educational institution and who
is, or was immediately before that
visit, a resident of the other Con-
tracting State shall be exempt from
tax in the first-mentioned Contract-
ing State on any remuneration for
such teaching in respect of which he
is subject to tax in the other Con-
tracting State.
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Article 21
STUDENTS AND TRAINEES

1. An individual who is or was a resi-
dent of one of the Contracting States
immediately before making a visit to
the other Contracting State and is
temporarily present in that other Con-
tracting State safely as a student at a
university, college, school or other
similar recognised educational institu-
tion in that other Contracting State or
as a business or technical apprentice
therein, shall be exempt from tax in
that other Contracting State on:

(a) all remittances from the first-
mentioned Contracting State for
the purposes of his maintenarce,
education or fraining; and

(b) any income not exceeding the
sum of £600 sterling in the case
of the United Kingdom or the
equivalert in Cyprus pounds in
the case of Cyprus during any
year of assessment, which is de-
rived from the other Contracting
State in respect of services ren-
dered in that other Contracting
State (other than any rendered
by a business or technical ap-
prentice fo the person or partner-
ship to whom he is apprenticed),
with a view to supplementing the
resources available to him for
such purposes. Where the in-
come exceeds that sum the ex-
cess shall be taxable in accor-
dance with the law of that other
State.

2. An individual who is or was a resi-
dent of one of the Contracting States
immediately before making a visit to
the other Contracting State and is
temporanly present in that other Con-
tracting State for the pumposes, of
study, research or training solely as a

recigient of a grant, allowance or
award from the government of either
af the Contracting States or from a
scientific, educational, religious or
charitable organisation or under a
technical assistance programme en-
tered into by the Government of ei-
ther of the Contracting States shall,
for a period not exceeding four years
from the date of his first arrival in that
other Contracting State in connection
with that visit, be exempt form tax in
that other Contracting State on:

{a} 1the amount of such grant, aflow-
ance or award; and

(b} any income derived from the oth-
er Contracting State in respect of
services in that other Contracting
State if the services are per-
formed in connection with his
study, research, training or are
incidental thereto.

3. An individuat who is or was a resi-
dent of one of the Contracting States
immediately before making a visit to
the other Caontracting State and is
temporarily present in that other Con-
tracting State solely as an employee
of, ar under contract with, the Govern-
ment or an enterprise of the first-
mentioned Contracting State for the
purpose of acquiring technical, pro-
fessional or business experience for a
period not exceeding two years from
the date of his first arrival in that oth-
er Contracting State i connection
with that visit shall be exempt in that
other Contracting State on:

(&) all remittances from the first-
mentioned Contracting State for
the purposes of his maintenance,
education or training; and

(b} any remuneration, not exceeding
£1,200 pounds sterling or the
equivalent in Cyprus pounds, as
the case may be, for personal
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services rendered in that other
Contracting State, provided such
services are in connection with
his studies or trainning or are in-
cidental thereto. Where the re-
muneration exceeds that sum the
excess shall be taxable in accor-
dance with the law of that other
State.

4. In this Article, references to a Gov-
emmenit shall include references o a
statutory body established in a Con-
tracting State in order to carry cn a
public utility undertaking under nation-
al control.

Article 22
GOVERNMENT INCOME

1. The Government of one of the
Contracting States shall be exempt
from tax in the other Contracting
State in respect of any income de-
rived by such Government from that
other Cotnracting State.

2. For the purposes of paragraph (1}
of this Article, the term "Government";

(a) in the case of Cyprus means the
Government of Cyprus and shall
include:

(i) the local authorities;

(i) the Central Bank of Cyprus;

(iii) such institutions, the capital
of which is whoily owned by
the Government of Cyprus
ar the lacal authorities, as
may be agreed from time to
time between the Govern-

ments of the two Contracting
States;

{b) in the case of the United King-
dom means the Government of
the United Kingdom of Creat Brit-
ain and Northerm Ireland and

shall include:
M the local authorities,
(i) the Bank of England;

(iii) such institutions, the capital
of which is wholly owned by
the Government of the Unit-
ed Kingdom of Great Britain
and Northem Ireland or the
local authorities, as may be
agreed from time to time be-
tween the Governments of
the two Coentracting States.

Article 23

INCOME NOT EXPRESSLY
MENTIONED

ltems of income of a resident of a
Contracting State which are not ex-
pressly mentioned in the foregoing
Anicles of this Convention shall be
taxable only in that State. This provi-
sion shall not apply to income paid
out of trusts.

AMENDMENTS:

Emended by the 1980 Protocel by the addition
of the last sentence.

Article 24

ELIMINATION OF DOUBLE
TAXATION

1. The laws of each of the Cotnract-
ing States shall continue to govern
the taxation of income whether de-
rived from the Contracting State or
elsewhere except where express pro-
visions to the contrary are made in
this Convention. Where income de-
rived from one of the Contracting
States, is subject to tax in both Con-
tracting States, relief from tax charge-
able on such income shall be given in
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accordance with the provisions of par-
agraphs (2) and {3) of this Article.

2. Subject to the provisions of the
law of Cyprus regarding the allow-
ance as a credit against Cyprus tax of
tax payable in a terdtory outside Cy-
prus (which shall not affect the gener-
al principle hereof)-

(a} United Kingdom tax payable un-
der the laws of the United King-
dom and in accordance with this
Convention, whether direclly or
by deduction, on profits or in-
come from sources within the
United Kingdom shall be allowed
as a credit against any Cyprus
tax computed by reterence to the
same profits or income by refer-
ence to which the United King-
dom tax is computed. Provided
that in the case of a dividend the
credit shall only take into accoumt
such tax in respect thereof as is
additional to any tax payable by
the company on the profits out of
which the dividend is paid and is
ultimately borne by the recipient
without reference to any tax so
payable.

{b) Where a company which is a
resident of the United Kingdom
pays a dividend to a company
resident in Cyprus which con-
trols directly or indirectly at least
10 per cent of the voting power
of the first-mentioned company,
the credit shall take into account
{in addition to any United King-
dom tax for which credit may be
allowed under the provisions of
sub-paragraph (a} of this para-
graph) the United Kingdom tax
payable by that first-mentioned
company in respcet of the profits
out of which such dividend is
paid.

3. Subject to the provisions of the
law of the United Kingdom regarding
the allowance as a credit against
United Kingdom tax of tax payable in
a territory outside the United Kingdom
{which shall not affect the general
principle hereof)-

(a) Cyprus tax payable under the
laws of Cyprus and in accor-
dance with this Convention,
whether directly or by deduction,
on profits or income from sources
within Cyprus shall be allowed as
a credit against any United King-
dom tax computed by reference
to the same profits or income by
reference to which the Cyprus tax
is computed. Provided that in the
case of a dividend the credit shall
only take into account such tax in
respect thereof as is additional to
any tax payable by the company
on the profits out of which the
dividend is paid and is ultimately
borne by the recipient without ref-
erence to any tax so payable.

{b) Where a company which is a res-
ident of Cyprus pays a dividend
to a company resident in the
United Kingdom which controls
directly or indirectly at least 10
per cent of the voling power in
the first mentioned company, the
credit shall take into account {in
addition to any Cyprus tax for
which credit may be allowed un-
der the provisions of sub-
paragraph (a) of this paragraph)
the Cyprus tax payable by the
first-mentioned company in re-
spect of the profits out of which
such divident is paid.

4. For the purposes of paragraphs (2)
and (3) of this Article profits and in-
come derived by a resident of ane aof
the Contracting States which may be
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taxed in the other Contracting State in
accordance with this Convention shall
be deemed to be derived from the oth-
er Contracting State.

5. For the puwposes of paragraph (3)
of this Article, the term "Cyprus tax
payable" shall be deemed to include-

{a) any amount which would have
been payable as Cyprus tax for
any year but for an exemption or
reduction of tax granted for that
year of any pant thereof under
Section 10 of the Income Tax
Laws 1961 to 1969 of Cyprus (so
far as it was in force on, and has
not been modified since, the date
of signature of this Convention,
of has been modified only in mi-
nor respects so as not to affect
its general character), in any
case where the interest in ques-
tion is certified by the competent
authority of Cyprus as being pay-
able in respect of a loan made for
the purposes of promoting devel-
opment in Cyprus; or

{b) inthe case of any approved capi-
tal expenditure, any amount
which would have been payable
as Cyprus tax but for an invest-
ment deduction allowed under
Section 12(2)(b) or (c) of the Cy-
prus Income tax Laws 1861 to
1969 (s0 far as they were in force
on, and have not been maodified
since, the date of signature of
this Convention or have been
modified only in minor respects
30 as not o affect their general
character). For' the purposes of
this sub-paragraph the term "ap-
proved capital expenditure"
means capital expenditure which
is incurred, on or after the date of
signature of this Convention and
not later than 5 years after the

commencement of the trade or
business in question, by an en-
terpise wholly or mainly engaged
in the hotel business or in activi-
ties falling within one of the fol-
lowing classes:

(i) manufacturing,
or processing;

(i) construction, civil engineer-
ing or ship-building; or

(i} electricity, hydraulic power,
gas or waler supply;

and which is certified by the com-

petent authority of Cyprus as in-

curred for the purposes of pro-

moting development in Cyprus:

or

(¢} any amount which would have
been payable as Cyprus tax for
any year but for an exemption or
reduction of tax granted for that
year or any part thereof under
any other pravision which may be
made after the date of signature
of this Convention granting an
exemption or reduction of tax
which is agreed by the competent
authorities of the Coniracting
States to be of a substantially
similar character, if it has not
been modified thereafter or has
been modified only in minor re-
spects 80 as not to affect its gen-
eral character.

assembling

Article 24A
EXCLUDED PERSQONS

(1) The provisions of paragraphs (1)
(b} and {c) and (2) of Article 11, para-
graph (1) of Adicle 12 and para-
graphs (1} and (2) of Aricle 13 shall
not aply to persons entitled of any
special tax benefit under any of the
Sections listed below of the Cyprus

6.16

Taxation Laws of Cyprus

SES /1/97



Double Taxation Cornventions

Cyprus - United Kingdom (1973)

Article 26

Income Tax Laws 1961 t0 1977:

(a) Section 5(2)(cHi) insofar as the
tax Charged is at a rate less than
the rate prescribed for individuals
in paragrph 1 of the Second
Schedule to the Cyprus income
Tax Laws 1961 to 1977 or which
may hereafter otherwise be pre-
scribed for individuals generally;

{b) Section Blw);
(c) Section 28A.

Providged that where an individual is
entitled to a special tax benefit under
Section 5(2){c}(i} of the Cyprus In-
come Tax Laws 1961 to 1977 this Ar-
ticle shall not apply in relation to the
first {1,500 sterling of the income aris-
ing in the United Kingdom in a year of
assessment and otherwise subject to
tax in accordance with United King-
dom {aw, in respect of which that ben-
efit is enjoyed.

(2) This Articie shall apply also to
any provision of Cyprus law enacted
after 1 January, 1978 which is of an
identical or substantially similar char-
acter to the provisions mentioned in
paragraph (1) of this Article.

AMENDMENTS:

Article 24A added by the 1980 Protocol with
effect from the year 1979.

Article 25
NON-DISCRIMINATION

1. The nationals of one of the Con-
tracting States shall not be subjected
in the other Cotnracling State 10 any
taxation or any reguirement connect-
ed therewith which is other or more
burdensome than the taxation and
connéected requirements to which na-
tionals of that other Contracting State
in the same circumstances are or

may be subjected.

2. The taxation on a permanent es-
tablishment which an enterprise of
one of the Cotnraciing States has in
the other Contracting Slate shall not
be less favourably levied in that other
Cotnracting State than the taxation
levied on an enterprise of that cther
Contracting State carrying on the
same actibities.

3. Enterprises of one of the Contract-
ing States, the capital of which is
wholly or partly owned or controlled,
directly or indirectly, by one or more
residents of the other Cotnracting
State, shall not be subjected in the
first-mentioned Contracting State to
any taxation or any reguirement con-
nected therewith which is other or
more burdensome than the taxation
and connected requirements to which
other similar enterpises of that first-
mentioned Cotnracting State ar or
may be subjected.

4. Nothing contained in this Article
shall be construed as obliging either
Contracting State to grant to individu-
als not resident in that Contracting
State any of the personal allowances,
reliefs and reductions for tax purp-
soes which are granted o individuals
so resident.

5. In this Aricie the term "taxation"
means taxes which are the subject of
this Convention.

Article 26
EXCHANGE OF INFORMATION

1. The competent authorities of the
Contracting States shall exchange
such information as is necessary for
carrying out the provisions of this
Convention or for the prevention of

SES /1/97

Taxation Laws of Cyprus

6.17



Double Taxation Conventions

Article 26

Cyprus - United Kingdom (1973)

fiscal evasion or for the administration
of statutory provisions against tax
avoidance in relation to the taxes
which are the subject of this Conven-
tion. Any information sc¢ exchanged
shall be treated as secret and shall
not be disclosed to any persons or
authorities other than those including
a court or administrative body, con-
cerned with assessment, collection,
enforcement or prasecution in respect
of those taxes or the determination of
appeals in relation thereto.

2. In no case shall the provisions of
paragraph (1) of this Article be con-
strued so as to impose on one of the
Cotnracting States the cbligation:

(a) to carry out administrative meas-
ures at variance with the law or
the adminisirative practice of that
or of the other Contracting State;

{b) to supply particulars which are
not obtainable under the laws or
in the normal course of the ad-
ministration of that or of the other
Cotnracting State;

(¢) to supply information which
would disclose any trade, busi-
ness, industrial, commercial or
professional secret or trade pro-
cess, or information the disclo-
sure of which would be contrary
to public policy.

Article 27

MUTUAL AGREEMENT
PROCEDURE

1. Where a resident of one of the
Contracting States considers that the
actions of one or both of the Contract-
ing States result or will result for him
in taxation not in accordance with this
Convention, he may, not withstanding
the remedies provided by the taxation

laws in force in the Contracting
States, present his case to the com-
petent authority of the Contracting
State of which he is a resident.

2. The competent authority of the
first-mentioned Contracting State
shall endeavour, if the objection ap-
pears to it to be justified and if it is not
itself able to arrive at an appropriate
solution, to resolve that case by mutu-
al agreement with the competent au-
thority of the other Centracting State
with a view to the avoidance of taxa-
tion which is not in accordance with
this Convention.

3. The competent authorities of the
Contracting States shall endeavour to
resolve by mutual agreement any dif-
ficulties or doubts arising as to the in-
terpretation or application of this Con-
vention.

4. The competent authorities of the
Contracting States may communicate
with each other directly for the pur-
poses of giving effect to the provi-
sions of this Convention.

Article 28
TERRITORIAL EXTENSION

1. This Convention may be extend-
ed, either in tis entirety or with modifi-
cations, to any territory for whose in-
ternational relations. the United
Kingdom is responsible and which im-
poses taxes substantially similar in
character to those which are the sub-
ject of this Convention, and any such
extension shall take effect from such
date and subject to such modifica-
tions and conditions (in-cluding condi-
tions as to termination) as may be
specified and agreed between the
Governments of the Contracting
States in Notes to be exchanged for
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Article 30

this purpose.

2. The termination in respect of the
United Kingdom or Cyprus of this
Convention under Article 30 Shall, un-
less otherwise expressly agreed by
the Governments of both Contracting
States, terminate the application of
this Convention to any territory to
which this Convention has been ex-
tended under this Article.

Article 29
ENTRY INTO FORCE

1. This Convention shall enter into
force when the last of all such things
shall have been done in the United
Kingdom and Cyprus as are neces-
sary to give the Convention the force
of law in the United Kingdom and Cy-
prus respectively, and shall thereup-
on have effect:

(a} in the United Kingdom:

(i) as respects income tax, for
any year of assessment be-
ginning on or after 6 April,
1973; and

(i as respects corporation tax,
for any financial year begin-
ning on or after 1 April, 1973;

(b) in Cyprus:
as respects Cyprus tax for any

year of assessment beginning on
or after 1 January, 1973.

2. Subject to the provisions of para-
graph (3) of this Article the existing
Arrangement shall cease to have ef-
fect as respects taxes to which this
Convention in accordance with the
provisions of paragraph (1) of this Ar-
ticle applies.

3. Where any provision of the exist-
ing Arrangement would have afforded

any greater relief from tax, any such
provision as aforesaid shall continue
to have effect for any year of assess-
ment or financial year beginning be-
fore the entry into force of this Con-
vention,

4. The existing Arrangement be-
tween the United Kingdom of Great
Britain and Northern Ireland and Cy-
prus shall terminate on the last date
on which it has effect in accordance
with the foregeing provisions of this
Article.

5. In this Article the term "the existing
Arrangement" means the Arrange-
ment for the Avoidance of Double
Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on In-
come which was in force between
Her Majesty's Government and the
Govermment of Cyprus immediately
before 16 August, 1960, when the in-
dependent sovereign Republic of Cy-
prus was established, and which has
continued in force since that date be-
tween the Government of the United
Kingdom and the Government of the
Republic of Cyprus, as amended by
the Agreement signed at Nicosia on 7
March, 1968 and by the Supplemen-
tary Agreement signed at London on
18 May, 1973.

Article 30
TERMINATION

This Convention shall remain in force
indetinitely but the Government of ei-
ther Cotnracting Stafe may, on or be-
fore the thirtieth day of June in any
Calendar Year give notice of termina-
tion to the Government of the other
Coniracting State and, in such event,
the Convention shall cease to be ef-
fective:
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{a)} in Cyprus: ginning on or after & April in
the calendar year next fol-

as respects Cyprus ftax for the lowing that in which such no-

year of assessment nexi follow-

ing that in which such notice is tice Is given;
given and subsequent years of (i) as respects corporation tax,
assessment: for any financial year begin-
. . . . ning on or after 1 April in the
(b) in the United Kingdom: calendar year next following
(i) as respects income tac for that in which such notice is
any year of assessment be- given.

IN WITNESS WHEREOF the undersigned, duly authorised thereto by their re-
spective Governments have signed this Convention.

DONE in dupiicate at Nicosia this 20th day of June, 1974 in the Egnlish lan-
guage.

For the Government of For the Government of
the Republic of Cyprus, the United Kingdom of Great Britain
and Northern Ireland
Chr. Veniamin S. J. L. Oliver
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PROTOCOL - APRIL 2, 1980

PROTOCOL BETWEEN THE GOVERNMENT OF THE REPUBLIC OF CYPRUS
AND THE GOVERNMENT OF THE UNITED KINGDOM OF GREAT BRITAIN
AND NORTHERN IRELAND. AMENDING THE CONVENTION FOR THE
AVOIDANCE OF DOUBLE TAXATION AND THE PREVENTION OF FISCAL
EVASION WITH RESPECT TO TAXES ON INCOME

SIGNED IN NICOSIA ON 20 JUNE 1974

The Government of the Republic of Cyprus and the Government United King-
dom of Great Britain and Northern Ireland ;

Desiring to conclude a Protocol to amend the Convention between the Con-
tracting States for the avoidance of double taxation and the prevention of fiscal
evasion with respect to taxes on income, signed in Nicosia on 20 June 1974

{hereinafter referred to as "the Convention");

Have agreed as follows:

Article |

Article 23 of the Convention shall be
deleted and replaced by the following:

"Article 23

"INCOME NOT EXPRESSLY
MENTIONED

"ltems of income of a resident of a
Contracting State which are not ex-
pressly mentioned in the foregoing
Articles of this Convention shall be
taxable only in that State. This provi-
sion shall not apply to income paid
out of trusts.”

Article 1l

The following new Article shall be in-
serted immediately after Article 24 of
the Convention:

"Article 24A
"EXCLUDED PERSONS
(1) The provisions of paragraphs (1)

(b) and (c) and {2) of Article 11, para-
graph (1) of Article 12 and para-
graphs {1) and {2) of Article 13 shall
not apply to persons entitled to any
special tax benefit under any of the
Sections listed below of the Cyprus
Income Tax Laws 1961 to 1977:

"(a) Section 5(2){c){i} insofar as the
tax charged is at a rate less than
the rate prescribed for individuals
in paragraph 1 of the Second
Schedule to the Cyprus Income
Tax Laws 1961 to 1977 or which
may hereafter otherwise be pre-
scribed for individuals ganerally;

"(b) Section 8(w);
"(c) Section 28A:

"Provided that where an individual is
entitled to a special tax benefit under
Section 5(2){c)(i) of the Cyprus In-
come Tax Laws 1961 to 1877 this Ar-
ticle shall not apply in relation to the
first pound 1,500 sterling of the in-
come darising in the United Kingdom
in a year of assessment, and other-
wise subject to tax in accordance with
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United Kingdom law, in respect of
which that benefit is enjoyed.

‘{2) This Aricle shall apply also to
any provision of Cyprus law enacted
after 1 January 1978 which is of an
identical or substantially similar char-
acter to the provisions mentioned in
paragraph (1} of this Article.”

Article NI

(1) Each of the Contracting States
shall notify to the other the comple-
tion of the procedure required by its
law for the bringing into force of this
Protocol. This Protocol shall enter in-
to force on the date of the iater of
these naotifications and shall thereup-
on have effect:

{a) in the United Kingdom:

{i)y as respects income tax, for
any year of assessment be-
ginning on or after 6 April

1979; and

(i) as respects corporation tax,
for any financial year begin-
ning on or after 1 April 1979;

{b) in Cyprus: as respects Cyprus
tax for any year of assessment
beginning on or after 1 January
1979.

{2) Where any provision of the Con-
vention before amendment by this
Protocol would have afforded any
greater relief from tax any such provi-
sion shall continue to have effect for
any year of assessment or financial
year beginning before the entry into
force of this Protocol.

Article IV

This Protocal shall remain in force as
long as the Convention remains in
force.

IN WITNESS WHEREOF the undersigned, duly authorised thereto by their re-
spective Governments, have signed this Protocol.

DONE in duplicate in Nicosia this Second day of April, 1980 in the English lan-

guage.

For the Government of the
Republic of Cyprus:
G. Pelaghias

For the Government of the United Kingdom
of Great Britain and Northern Ireland:

P. A. Rhodes
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