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Jurisdiction spotlight

Cyprus
Location:

Island in the south-eastern Mediterranean

Constitutional
form:

Democratic republic

Population:

1 138 071 (July 2012)

Area:

9251 Km 2 of which 3355 are in the Turkish Republic of Northern Cyprus.

Capital:

Nicosia

Currency:

Euro

Official
languages:

Greek, Turkish, English

Time Zone:

GMT+1

1. Company legal form: Private limited company by shares
2. Method of incorporation: The owners forming the company must sign the company
documents in paper form.
3. Company name: Limited or Ltd.
4. Time required for incorporation: 2-3 weeks
5. Number of directors: Minimum 1, private individual or company
6. Number of shareholders: Minimum 1, private individual or company
7. Minimum capital: 1 euro
8. Accounting / reporting requirements: Audited accounts must be filed each year
9. Type of shares: Registered
10. Annual tax and duties: 2-10% of net profit
11. Annual meeting: Required each calendar year. First meeting must be held within 18
months of formation.
12. Disclosure of beneficiaries: Not required
13. Registered office: Local registered office is required by law.
14. Registered secretary / agent: Company secretary is required by law.
15. Agreements for the avoidance of double taxation: Cyprus has signed agreements
with the following countries: Armenia, Austria, Azerbaijan, Belarus, Belgium, Bulgaria,
Czech Republic, Denmark, Egypt, France, Germany, Greece, Hungary, India, Ireland,
Italy, Kuwait, Kyrgyzstan, Lebanon, Malta, Mauritius, Moldavia, Montenegro, Norway,
Poland, Qatar, Russia, Romania, San Marino, Serbia, Seychelles, Singapore, Slovakia,
Slovenia, South Africa, Sweden, Syria, Tajikistan, Thailand, Turkmenistan, UK, Ukraine, USA,
Uzbekistan.
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Cyprus: royalty collector Nr 1

In accordance with the amendments to the tax laws, income of companies registered in Cyprus arising from royalties will be subject to a tax
discount of 80%. According to the earlier laws, such income was subject
to the standard 10% rate of profit tax. In line with the new law, however,
taking into account the 80% discount, the maximum amount of tax will be
2%. 2% really will be the maximum, as the amended law also states that for
the first 5 years, 20% of the amount used for the acquisition of royalties can

Cyprus: modernised
Trust law

be deducted as an expense each year. Taking this into account, for the
first 5 years the tax rate will not even reach 2%. The amendments will be
introduced retroactively, coming into force on January 1st 2012. The intention of the Cypriot Parliament was to make companies registered in Cyprus

On March 8th 2012, the Cypriot
even more competitive in the international market, providing even more
Parliament (House of Representatives)
scope for businessmen wishing to establish their international holding cenpassed
the
International
Trusts
tres in Cyprus, or transfer existing ones to the island. This is made possible
(Amending) Law of 2012, amending the
not only by the attractive tax rates, with local enterprises generally paying
earlier International Trust Law of 1992
the standard rate of 10%, but also by the extremely wide range of expenses
and clarifying many questions, as well
which can be deducted.
as modernising the whole law in accordance with 21st century asset management relations. Among other things, the amendments allow for Trusts
established outside Cyprus to be re-domiciled to Cyprus, provided that
the Trust Settlor and beneficiaries were not resident in Cyprus for tax purposes in the year before the establishment of the Trust. From now on, unborn children can be included among the beneficiaries, an important
question from the point of view of family asset planning and protection.
The time restriction on Trusts has been abolished, so now Trusts can not
only be established for a maximum of 99 years, but for an indefinite period of time. The new law increases the powers of the Settlor, particularly
in the management and handling of the Trust assets. In future, ownership of real estate in Cyprus will also be able to be included among the
assets, which previously was not possible for Cyprus International Trusts.
The regulations will be introduced with retroactive effect, meaning that
they will also apply to existing Trusts.

The Seychelles: keeping of accounting
records – amendments already
In accordance with the amendments to the International Business Companies Act
of 1994 published on December 27th 2011, every company registered in the Seychelles
should have made arrangements regarding the place where the company keeps
its documents and records relating to its operations and business transactions within
3 months of the date of publication. Every company should have defined that place
within the islands, or elsewhere in the world, where the documents can be found. As
interpretation of the law also proved difficult for the service providers, it was unrealistic
to expect clients to respond in time, and the 3-month deadline was clearly too short. Therefore, the
registrar of companies (Seychelles International Business Authority) issued guidelines in which it allowed
a period of grace until December 31st 2012 for companies to meet the requirements, agreeing not to
make inspections before then.
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Bearer shares: are their
days numbered?

Solar power stations
in the Sahara
In just six hours

Bearer shares have been extremely popular in the

of sunny weather,
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the world’s deserts

such shares. Although in the past it really was possible to
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As I mentioned in my leading article, numerous banks
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have the possibility of issuing bearer shares. It is worth

sources. By 2050 the

fuels

and
energy

thinking very carefully before opting to use this type of

world population is

share, as it may lead to many complications in the future

expected to reach 10 billion, so alternative sources must

operation of the company, and in the face of meeting

be introduced to cover the world’s energy needs. One

anti-money laundering laws, anonymity can no longer

of the most promising efforts is the giga-sized project

be maintained. The operability of a share company is
another practical question. The most important decisionmaking forum of a share company is the shareholders’
meeting, which all authorised shareholders are entitled
to attend and where they can exercise their rights. In
the case of bearer shares, though, where does the
director send the invitation to the shareholders’ meeting? Generally, they are sent out to the last address of
the shareholder recorded in the share register, though
other means may also be used. And although in today’s
world the possibility is there to vote via the Internet, the
lack of a postal address may lead to serious obstacles in
the lawful operation of the company.

of the Desertec Foundation, established in 2009 to try
and produce electricity with the help of so-called solarthermal parabolic power plants in the North African
Sahara. The essence of the solar-thermal power plants is
that the sun’s energy is collected by parabolic reflectors,
and directed to heat storage tanks filled with water,
special salts or oily solution. The steam, heated to several
hundred degrees, drives the turbines, which produce
electricity, which is then transmitted to the consumer
via traditional transmission lines. Of course, the whole
thing is a little more complicated than that, as, in part,
instead of water they use oil, which retains heat better,
meaning that even after sunset they can continue
to produce electricity for up to 8 hours. The idea is
extremely promising, even taking into consideration the
fact that it currently costs 5-8 cents to produce 1 kilowatt
of energy using wind turbines and 16-23 cents using solarthermal techniques; these costs, however, are expected
to be reduced drastically in the future. According to the
calculations of the Desertec project, they could produce
15% of Europe’s energy requirements from a 2500 square
kilometre desert power plant, and the initial set up cost,
including transmission lines, would be some 400 billion
euros.
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Opening of new office
premises in Cyprus
On June 1st 2012 LAVECO Ltd. opened a larger, more spacious office in Cyprus. The LAVECO
team had outgrown the original office they had
been using for 13 years since 1999 and which
was now just too small. The new office meets
all the requirements from every point of
view of a company involved in today’s

Our staff and business partners

company formation and administra-

enjoyed a pleasant official opening

tion world.

celebration, which also saw a priest
from one of Larnaca’s churches bless
the premises in keeping with orthodox
traditions. We hope that our new office
will serve us for many years to come, to
the satisfaction of both our current and
future clients.
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