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In August 2020, Cyprus and Russia concluded the negotiations of a new protocol to amend the existing
provisions of the Cyprus — Russia Double Tax Treaty (DTT). The new Protocol was signed on 8 September
2020 in Nicosia and has been published in the Government Gazette on 11 September 2020.

The amended provisions are briefly summarized below.
Dividends

The amended DTT states that the withholding tax (WHT) on dividend payments will increase to 15%
subject to certain exceptions listed below.

Exceptions:

The WHT shall not exceed 5%, where the beneficial owner of the dividend is:

e aninsurance undertaking or a pension fund; or

e acompany whose shares are listed on a registered stock exchange provided that no less
than 15% of the voting shares of that company are in free float and which holds directly at
least 15% of the capital company paying the dividends throughout a 365 day period that
includes the day of payment of the dividends; or

e the Government or a political subdivision or a local authority; or

e the Central Bank.



Interest

The amended DTT states that the WHT on interest payments will increase to 15% subject to certain
exceptions listed below.

Exceptions:

No WHT will apply on interest payments if:

1. the beneficial owner is:
e aninsurance undertaking or a pension fund; or
o the Government or a political subdivision or a local authority; or
e the Central Bank; or
e abank.
Or

2. theinterest is paid in respect of the following securities listed on a registered stock exchange:
e government bonds;
e corporate bonds;
e Eurobonds.

Finally, the WHT shall not exceed 5% if the beneficial owner of the interest is a company whose shares
are listed on a registered stock exchange provided that no less than 15% of the voting shares of that
company are in free float and which holds directly at least 15% of the capital company paying the
interest throughout a 365 day period that includes the day of payment of the interest.

No WHT on payments from Cyprus

It is noted that no WHT is imposed on payments of dividends and interest from Cyprus to Russian
recipients as per the local Cypriot domestic law.

Effective date

The amendments shall apply from 1 January 2021 subject to the ratification of the Protocol by the two
countries.

What you can do

Companies affected by this amendment should consider paying dividends and interest from Russia, to
the extent possible, before the end of the year 2020 where the current WHT rates apply.

Contact us

We are at your disposal to discuss further on how this will affect your business.
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