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New income tax exemptions on employment income



commencement of employment in Cyprus, provided that the individual's

annual remuneration from such employment exceeds EUR100,000.

This exemption is not applicable for persons who were tax residents of Cyprus
in any 3 out of the 5 tax years preceding the year in which the person
commenced employment in Cyprus, as well as to persons that were tax
residents in Cyprus for the year preceding the year in which the employment

commenced.

Individuals who met the conditions to claim this exemption before the 26" July
2022 may continue claiming the exemption for the relevant 10 years. It is
however noted that individuals who were previously eligible to claim this
exemption may also be entitled to claim the provisions of the new 50%
exemption (explained below) in which case it might be possible for such
individuals to claim a 50% exemption on their remuneration for a period of 17

years instead of 10 years.

20% exemption on employment income (Article 8(21))

A 20% exemption from income tax (or EUR8,550, whichever is lower) is granted
on the remuneration from any employment exercised in Cyprus by a person
who was not a resident of Cyprus before the commencement of his / her
employment in Cyprus. The exemption is granted as from 1% January of the
year following the year of commencement of employment, and is granted for
employment that commenced within the year 2012 up to the year 2025, with
a maximum period that the exemption is granted being 5 years starting from

the year following the year of commencement of employment.



Individuals who met the conditions to claim this exemption before the 26" July

2022 may continue claiming the exemption for the relevant 5 years.

New income tax exemptions

Based on the new provisions of the ITL, the following is applicable:

50% exemption on employment income (Article 8(23A)):

Individuals whose first employment in Cyprus commenced on or after 1%
January 2022, are entitled to a 50% exemption on their gross remuneration
from employment exercised in Cyprus for a period of 17 years, starting from
the first year of their employment if:

- At any year during their employment, their annual gross remuneration
exceeds the amount of EUR55,000, provided that during the first or second
year of employment, the remuneration exceeded the amount of EUR55,000
annually, and

- The individuals were not tax residents of Cyprus for a period of at least 10
consecutive years immediately prior to the commencement of their

employment in Cyprus.

The exemption shall be granted in any year in which the remuneration from
employment in Cyprus exceeds EUR55,000, irrespective if in any tax year the
remuneration is reduced below EURS55,000, provided that the annual
remuneration exceeded the amount of EUR55,000 during the first or second

year of employment in Cyprus and the Commissioner of Taxation is satisfied



that the fluctuation in the annual remuneration is not an arrangement put in

place for obtaining the exemption.

For the purposes of the ITL, the term “commencement of first employment in
Cyprus” is defined as when a person provides salaried services in Cyprus for
the first time either to a Cyprus resident employer or to a non-Cyprus resident
employer, without taking into account occasional full or part-time employment

in Cyprus for a period not exceeding in aggregate 120 days in a tax year.

The law also clarifies that the exemption is granted during the tax year of
commencement of employment, provided that the remuneration from the
first employment in Cyprus during the first 12 months exceeds EUR55,000.
The exemption is also granted during the tax year of termination of
employment in Cyprus or at the end of the 17-year period, provided that the
remuneration from employment in Cyprus during the last 12 months exceeds

EURS55,000.

Irrespective of the tax year of commencement of employment, the new
provisions are applicable as from 1% January 2022 and upon completion of 17
consecutive years, beginning from the year of commencement of employment
in Cyprus, for individuals who were not Cypriot tax residents for a period of at
least 10 consecutive years immediately prior to the year of commencing their
employment in Cyprus, provided that they meet one of the following

conditions:



o Theindividualis eligible for the previous 50% exemption based on Article 8(23)
prior to the amending Law and has a continuous employment in Cyprus as
from the year of commencement of employment until the tax year 2021; or,

o The individual's first employment in Cyprus commenced during the years
2016-2021, with remuneration exceeding the amount of EURO55,000 per
annum; or

o The individual's first employment in Cyprus commenced during the years
2016-2021, with remuneration not exceeding the amount of EURO55,000 per
annum, and within 6 months from 26/07/2022, his / her remuneration will

exceed the amount of EURO55,000 per annum.
It is noted that the exemption is granted to each individual once in his / her
lifetime for a period of 17 years, starting from the month of commencement of

first employment in Cyprus.

20% exemption on employment income (Article 8(21A)):

Individuals whose first employment in Cyprus commenced after 26 July 2022
up to the year 2027, shall be eligible to claim a 20% exemption on their
remuneration (or EUR8,550, whichever is lower), provided that during the 3
years immediately preceding their employment in Cyprus, were employed
outside Cyprus by a non-Cyprus resident employer. The exemption will be
available for a period of 7 years, starting from the tax year following the year

of commencement of their employment in Cyprus.

It is noted that individuals can claim only one of the two exemptions (50% exemption

or 20% exemption) for a tax year.
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