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Legislation for special levy on
credit institutions

On 14 April 2011 the House of Representatives
enacted legislation introducing a special levy on
credit institutions. The law will come into force on
the day it is published in the official gazette of the
government of Cyprus.

Key provisions

As from the year 2011, credit institutions
operating in Cyprus are required to pay a levy of
0,095% on their customer deposits. The special
levy will be applied on customer deposits held in
Cyprus - in any currency - as at 31 December of
the previous year.

Inter-bank deposits are explicitly excluded from
the deposits on which the special levy will be
applied.

The levy should not exceed 20% of the taxable
profit of the year in which it is paid as this will be
determined following a final assessment by the
Income Tax Office.

The law explicitly brings under its scope:

e Cypriot banks (excluding their
subsidiaries and branches abroad)

e Cypriot subsidiaries of foreign banks

e Branches of credit institutions from EU
and non-E.U. countries

e Co-operatives

Other provisions

The special levy is not a deductible expense for
corporate income tax purposes. However, it
reduces the amount of profits subject to deemed
dividend distribution.

April 2011

An amount equal to 25/60 of the levy for the years
2011 and 2012 will be transferred to a special
account named “Financial Stability Fund”. From
2013 onwards, the whole amount of the levy will
be transferred to the Financial Stability Fund.

The regulations concerning the set-up and
operation of the Financial Stability Fund must be
issued within six months from the date the law
comes into force otherwise any special levy
payments will have to be refunded to the credit
institutions.

A penalty of €100.000 will be imposed on credit
institutions which are found to have passed the
cost of this special levy onto their customers.

Administration

The declaration of taxable deposits will be made
on a special form which will have to be submitted
by 31 March of each calendar year. The
declaration may be revised by 31 December.

The special levy will be collected in four
installments (31 March 2011, 30 June, 30
September, 31 December) through the method of
self-assessment.

The declaration and first payment for the year
2011 will be made by 31 May 2011.

The Commissioner of Income Tax (CIT) is
required under this law to issue final income tax
assessments within six months from the date the
corporate income tax return is submitted.

Any refunds of the special levy must be paid
within a month from the date the final income tax
assessments are issued.

The CIT may raise assessments for the special
levy. The taxpayer has a right to object but the
objection does not stop the CIT from collecting the
special levy on the assessed amounts.
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This publication has been prepared for general guidance on matters of interest only, and does not constitute
professional advice. You should not act upon the information contained in this publication without obtaining
specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or
completeness of the information contained in this publication, and, to the extent permitted by law,
PricewaterhouseCoopers Ltd, Cyprus, its members, employees and agents do not accept or assume any
liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act,
in reliance on the information contained in this publication or for any decision based on it.
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