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Estate tax in Cyprus

Simplified example

Benefits and importance

Comment

When property interests are given away during life or at death, taxes are imposed on their transfer,

as per Cyprus's tax law. Such taxes are known as estate and gift taxes.

Gift tax in Cyprus

Gift tax is a transfer tax applied to an individual who gives anything of value to another person. For

something to be considered a gift, the transfer must be gratuitous (without compensation) or the

receiving party must pay an amount less than the item's full value. The person who gives a gift is

required to pay gift tax.

The general purpose of gift tax, as defined by Cyprus tax law and practice, is to prevent the use of

gifts as a means of avoiding estate taxes (inheritance taxes) that are due on the death of a wealthy

individual by giving away most of their money before they die.

Gift tax exists in order to prevent people from having an easy way to avoid or bypass estate tax. If

people could make unlimited gifts to their heirs, few taxpayers would ever be subject to estate tax.

Estate tax in Cyprus

An individual's estate is the total value of their assets less any debts at the time of their death. In

general, if an individual dies with a large estate and its value is above the relevant threshold limit the

estate is subject to inheritance tax.

Most countries have inheritance tax and the tax rate in this regard can be quite high. However,

Cyprus has no inheritance tax.

Therefore, tax planning is needed for foreign persons to be entitled to the benefits of Cyprus's lack of

inheritance tax; they must prove that they are domiciled in Cyprus.

The word 'domicile' in this context means more than a permanent resident – it refers to an individual
who not only lives in Cyprus but can prove to the tax authorities in their country of origin that they

intend to spend the rest of their life in Cyprus.

The following factors may be considered in this regard:

an individual's intentions;

an individual's permanent residence;

an individual's business interests;

an individual's social and family interests;

an individual's property; and

an individual's will.

It can be difficult for wealthy individuals to persuade the tax authorities in their country of origin

that they are domiciled in Cyprus and a tax expert's advice should be obtained.

Simplified example

Person A, resident of Cyprus, leaves an estate worth €500,000 to his nephews and nieces – there is
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no inheritance tax.

Person B, resident in the United Kingdom, leaves an estate worth £500,000 to his nephews and
nieces – the inheritance tax will amount to £70,000.

The above example is simplified since in the United Kingdom, other factors may be taken into

consideration during the transfer of an estate. The same applies to gift tax. In Cyprus there is no gift

tax to pay compared with the United Kingdom and many other factors may apply that make the

reference to an example even more complicated.

The beauty of Cyprus's estate and gift tax lies in its simplicity compared with many other countries,

both inside and outside the European Union.

Benefits and importance

The absence of estate and gift tax in Cyprus for wealthy individuals is of even greater significance if

considered in the context of individual circumstances and other factors, for example:

high-net-worth individuals are affected and can benefit by reducing or eliminating taxation if

or when they want to transfer assets to their family or others;

individuals and families that want to apply to the Cyprus Investment Programme (and gain EU

citizenship) must seek expert advice to estimate possible taxation when they acquire assets or

want to transfer said assets after a certain period of time; and

individuals and families that want to acquire permanent residency in Cyprus and/or tax

residency may be eligible for tax returns, tax reductions or other benefits.

Comment

While death and taxes are unavoidable as Benjamin Franklin once said, estate planning is a sensitive

issue that should not be put off. Considering how much inheritance tax a family may have to pay

should be at the top of their to-do list.

The simplicity of Cyprus's tax system, especially with regard to estate and gift tax, is one of the major

attraction points for the many high-net-worth individuals and companies that choose Cyprus as

their place of business or residence.

For further information on this topic please contact Michael Alexandrou at A G Paphitis & Co by

telephone (+357 25 73 10 00) or by email (michael.alexandrou@agplaw.com). The A G Paphitis &

Co website can be accessed at www.agplaw.com.

The materials contained on this website are for general information purposes only and are subject to the

disclaimer.

https://www.internationallawoffice.com/gesr.ashx?l=8ARR8VC
mailto:michael.alexandrou@agplaw.com?subject=Article%20on%20ILO
https://www.internationallawoffice.com/gesr.ashx?l=8ARR8VJ
https://www.internationallawoffice.com/gesr.ashx?l=8ARR8VT

