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Current General Information

Payment of income tax

Individuals may be categorised as follows:

1. Taxpayers whose income derives solely from salaries and/or 
pensions

2. Taxpayers who earn income from trading, rentals, dividends, 
interest, royalties or trading goodwill, either in addition to 
salaries/ pensions or as their sole income, with:
a)      annual turnover from such income not exceeding 
€70.000
b)      annual turnover from such income exceeding €70.000

In respect of individuals in category (1), income tax is withheld 
from salaries by the employer under the pay-as-you-earn system 
(PAYE).

For category (1) individuals earning pension income not 
subjected to PAYE, payments of estimated tax must be made in 
two equal instalments on 31 July and 31 December in the tax year. 
Any balance of tax due should be paid by 31 July of the following 
tax year.

Individuals under category (1) need to submit an electronic 
income tax return by 31 July of the following tax year.

Individuals under category (2) need to issue invoices and receipts 
in respect of their trading income. Payments of estimated tax must 
be made in two equal instalments on 31 July and 31 December in 
the tax year.

Individuals under category 2 (a) are required to keep proper 
books and records and prepare accounts which however need not 
be audited. Any balance of tax due should be paid by 30 June of 
the following tax year. An electronic income tax return should be 
submitted by 30 September of the following tax year.

Individuals under category 2 (b) need to prepare audited 
accounts. Any balance of tax due should be paid by 1 August of 
the following tax year. An electronic income tax return should be 
submitted by 31 March of the second following tax year.

In respect of all individuals, income tax returns need to be 
submitted only if their gross income exceeds the tax-free band 
(see table below).

Foreign tax suffered on foreign sourced income subject to 
income tax in Cyprus is generally available as a credit against an 
individual’s Cyprus income tax. Such credit cannot exceed the 
amount of Cyprus income tax imposed on that same income.

Note: All deadlines referred to above may be extended on a year by 
year basis upon the discretion of the Tax Authority.

Employee salaried and other incomes

Employees tax resident in Cyprus are taxed on their chargeable 
worldwide incomes. Employees not tax resident in Cyprus are only 
taxed on certain incomes accruing or deriving from sources in 
Cyprus.

Individuals are considered tax resident in Cyprus if they reside 
in Cyprus for more than 183 days in the tax year. The tax year 
coincides with the calendar year.

A second tax residency test, the “60 day rule”, has also been 
introduced effective as from 1 January 2017 and therefore applies 
from tax year 2017 onwards.

The “60 day rule” applies to individuals who in the relevant tax 
year:

i)       do not reside in any other single state for a period exceeding 
183 days in aggregate, and

ii)      are not tax resident in any other state, and

iii)     reside in Cyprus for at least 60 days, and

iv)     have other defined Cyprus ties.

An employee is in general not taxed on reimbursements for actual 
business travel and entertainment expenses incurred. However, 
reimbursements for travel between home and work as well as other 
benefits in kind may be taxable.

Pensions received from abroad up to €3.420 are exempt. Any 
excess over €3.420 is taxed separately at a flat rate of 5%. 
Alternatively, individuals have the option to add pensions received 
from abroad to their other Cyprus taxable income to be taxed at 
the normal rates and bands, and thus take advantage of the tax-
free scale band of €19.500. This is an option which may be made 
year-on-year.

Cyprus sourced widow(er)’s pension is taxed at the flat rate of 20% 
on amounts over €19.500. The individual can however, on an
annual basis, elect to be taxed at the normal rates and bands set 
out below.

Gross rental income, less a deemed deduction of 20% (in lieu of 
actual repairs and related expenses) and a deduction for capital 
allowances and interest expense for the acquisition of the property, 
is subject to income tax at the normal rates and bands.
Rental income is also subject to Special Defence Contribution (see 
provisions under “Other Taxes”).

Interest income (except for interest arising from ordinary trading/ 
business activities), dividend income and profit on disposal of 
“qualifying titles” are not subject to income tax, but see provisions 
under “Other Taxes” for interest and dividend income.



Exemptions and Deductions

Work-related deductions

In general, any work-related expenses (including contributions to 
trade unions and other professional bodies) are deductible, unless 
reimbursed by the employer.  Travelling expenses between home 
and work are not deductible. 

Other deductions

Charitable donations to approved charities are deductible.

The special contribution part paid by the employee is deductible
(relevant to the tax years 2012 – 2016. See section above).

Also deductible, subject to a limit of 1/6 of the individual’s 
chargeable income is:

 • the total of life insurance premiums (the allowable annual 
life insurance premium is restricted to 7% of the life insured 
amount) 

 • employee social insurance contributions

 • pension fund contributions and provident fund contributions 
(the allowable deduction for pension and provident 
fund contribution is restricted to 10% of the individual’s 
remuneration)

 • employee medical fund contributions (the allowable medical 
fund contributions is restricted to 1,5% of the individual’s 
remuneration).

As from 1 January 2017, amounts invested each year (either 
directly or indirectly) in approved innovative small and medium 
sized enterprises may be claimed as tax deductible. The deduction 
is capped up to 50% of the taxable income calculated prior to 
claiming this deduction (subject to a maximum of €150.000 per 
year). Unused deduction can be carried forward and claimed in the 
following 5 years, subject to the caps noted above.

Tax credits

Either through double taxation treaties or Cyprus unilateral relief, 
residents with foreign-sourced income are entitled to a credit for 
foreign taxes. Such credit cannot however exceed the amount of 
Cyprus tax imposed on that same income.

Exemptions

The following are exempt from income tax:

Type of income Exemption

 • Interest, except for interest arising from 
the ordinary business activities or closely 
related to the ordinary business activities 
of an individual

The whole 
amount (1)

 • Dividends The whole 
amount (1)

 • Remuneration from any employment 
exercised in Cyprus by an individual 
who was not a resident of Cyprus before 
the commencement of the employment, 
exemption applies for a period of 10 
years for employments commencing as 
from 1 January 2012 provided that the 
annual remuneration exceeds €100.000. 
For employments commencing as from 
1 January 2015 the exemption does not 
apply in case the said individual was a 
Cyprus tax resident for 3 (or more) tax 
years out of the 5 tax years immediately 
prior to the tax year of commencement of 
the employment nor in the preceding tax 
year.  In certain cases it is possible to claim 
the exemption where income falls below 
€100.000 per annum.

50% of the 
remuneration

 • Remuneration from any employment 
exercised in Cyprus by an individual who 
was not a resident of Cyprus before the 
commencement of the employment.  For 
employments commencing during or 
after 2012 the exemption applies for a 
period of 5 years starting from the tax year 
following the year of commencement of 
the employment with the last eligible tax 
year being 2020.  This exemption may not 
be claimed in addition to the immediately 
above mentioned 50% exemption for 
employment income.

20% of the 
remuneration 
with a maximum 
amount of 
€8.550 annually

 • Remuneration from salaried services 
rendered outside Cyprus for more than 
90 days in a tax year to a  non-Cyprus 
resident employer or to a foreign 
permanent establishment of a Cyprus 
resident employer 

The whole 
amount

 • Lump sum received by way of retiring 
gratuity, commutation of pension or 
compensation for death or injuries

The whole 
amount

 • Capital sums accruing to individuals from 
any payments to approved funds (e.g. 
provident funds)

The whole 
amount

 • Profits (capital or trading) from the sale 
of qualifying “titles” (i.e. shares, bonds, 
debentures etc) 

The whole 
amount

Notes:
1. Such dividend and interest income may be subject to Special Contribution for Defence - refer to “Other Taxes“ section. 



Current Income Tax Rates

Chargeable Income for 
the Tax Year - Limits (€)

Rate (%) Tax (€) Cumulative 
Tax (€)

 0 – 19.500 0 0  0

19.501-28.000 20 1.700 1.700
28.001-36.300 25 2.075 3.775
36.301-60.000 30 7.110 10.885
60.001+ 35

 Social Insurance Related Contributions

Limit (€) Percentage Maximum Contribution (€)
54.396 1.2 653 

Employer's Redundancy Fund Contribution

Limit (€) Percentage Maximum Contribution (€)
54.396 7.8 4.243 

Employer’s Social Insurance Contribution

Limit (€) Percentage Maximum Contribution (€)
54.396 0.5 272 

Employer’s Industrial Training Fund Contribution

Limit (€) Percentage Maximum Contribution (€)
  N/A   2.0 N/A   

Employer’s Social Cohesion Fund Contribution

Limit (€) Percentage Maximum Contribution (€)
54.396 7.8 4.243 

Employee’s Social Insurance Contribution

Cyprus National Health System Contributions 
(effective from 2019)

As per the recent legislation governing, amongst others, the level of contributions to the Republic’s National Health System (N.74 (I) 2017), 
it is provided that Cyprus nationals as well as other qualifying employees and their employers should contribute to the National Health 
System, as noted below:

Employers may also be required to make contributions to the Holiday Fund, if they do not apply and be approved for exemption. 

From 1 January 2019, Employer’s and Employee’s contributions to the Social Insurance Fund will increase from 7,8% to 8,3%.

Contributions are to be applied to a maximum level of taxable income (including dividends) of €180.000 per annum.

Category Phase A Phase B
01/03/2019 - 28/02/2020 01/03/2020 - onwards

Employees 1.70% 2.65%

Employers 1.85% 2.90%



Other Taxes

Special Defence Contribution

Up to 15 July 2015, individuals were subject to Special Defence 
Contribution if they were tax resident in Cyprus.

As from 16 July 2015, individuals are subject to Special Defence 
Contribution if they are both Cyprus tax resident and Cyprus 
domiciled.

An individual is domiciled in Cyprus for the purposes of Special 
Contribution for Defence if (s)he has a domicile in Cyprus as per 
the Wills and Succession Law (with certain exceptions) or if (s)
he has been a tax resident in Cyprus for at least 17 out of the 20 
tax years immediately prior to the tax year of assessment. Anti-
avoidance provisions apply.

Dividend income whether from Cyprus or abroad, is subject to 
Special Defence Contribution at 17%.

Interest income (except for interest arising from the ordinary 
trading/business activities) whether from Cyprus or abroad is 
subject to Special Defence Contribution at 30%. If an individual’s 
total income in a year including interest, does not exceed €12,000, 
the rate is reduced to 3%. Interest from Cyprus government saving 
bonds and development bonds is taxed at 3%.

Gross rental income, reduced by 25%, is subject to Special 
Defence Contribution at 3%, with no other deductions allowed. 
Rental income is also subject to income tax (see provisions under 
‘Current General Information’).

Taxation suffered abroad on income subject to Special Defence 
Contribution in Cyprus is available as a credit in Cyprus against 
the defence contribution liability. Such credit cannot exceed the 
amount of Cyprus Special Defence Contribution imposed on that 
same income.

If the Cyprus Special Defence Contribution due on rental income 
has not been withheld at source by the payer, the individual 
recipient must pay the tax due on such income earned in the first 
six months by 30 June and on such income earned in the second 
six months of the tax year by 31 December of that tax year. 
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The following social grants are given:

 • All families resident in Cyprus fulfilling the provisions of the 
Law, are entitled to a basic and additional child grant, subject to 
gross family income and wealth criteria.

 • For every child receiving full time higher education in Cyprus 
or full time university education outside Cyprus (with certain 
restrictions). Families with more than three children receive 
additional grant.

 • For blind persons.

The actual amounts of social grants are revised annually and 
announced at the beginning of each year.
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