
 
 

                                        April  2011 

   Tax News 
       Cyprus 

           
 

 
 
 
 
 

INTRODUCTION OF A LEVY ON DEPOSITS TAKEN BY 

CREDIT INSTITUTIONS  

On 14 April 2011 the House of Representatives enacted a law which 
provides for the imposition of a levy on all banks and cooperative 
credit institutions operating within the Republic of Cyprus. 
 
Who is liable to the levy? 

► All banks licensed under the Cyprus Banking Law (excluding 
their subsidiaries and branches established outside Cyprus). 

► Branches in Cyprus of banks established in other EU member 
states or third countries. 

► Cooperative credit institutions licensed under the Cooperative 
Societies Law of Cyprus. 

 

Taxable deposits and rate of levy 
 
The levy is imposed at the rate of 0.095% on all customer 
deposits as at 31 December of the previous year e.g. 31 
December 2010 for the levy due in 2011.Interbank deposits 
(including deposits by a bank operating outside Cyprus and 
any deposits by the Central Bank of Cyprus) are excluded 
from the calculation of the deposits on which the levy is 
imposed. The levy is restricted to the maximum of 20% of the 
sum of the taxable income, as computed for Income tax 
purposes, for the two years 2011 and 2012. 
 
Payment of the levy  
 
A declaration of the levy payable on deposits as at 31 December 
2010 should be submitted to the Director of Inland Revenue by 31 
May 2011. The levy is payable in four equal instalments on 31 May, 
30 June, 30 September and 31 December of the year 2011. 
The declaration of the levy payable on deposits at 31 December 
2011 should be submitted by 31 March 2012, and is payable in four 
equal instalments on 31 March, 30 June, 30 September and 31 
December 2012.If after filing the Income Tax return for the year 
2012, the total levy paid for the two years 2011 and 2012, exceeds 
20% of the total taxable income for these two years, the excess will 
be refunded within six months from the filing of the Tax return for 
2012. 
 
Overdue instalments carry interest at the rate of interest for late 
taxes published from time to time by the Ministry of Finance 
(currently 5%). 
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Use of the proceeds from the levy for the years 2011 and 2012          

The law provides that 25/60ths of the levy for the year 2011 and 

2012 will be deposited in a special account with the Central Bank of 

Cyprus, as a contribution to the Fund for Financial Stability (“the 

Fund”).  

The Fund will be used to provide financial support to credit 

institutions. The set up and operation of the Fund will be governed by 

Regulations to be published by the Council of Ministers and 

submitted for approval by the House of Representatives, within six 

months from the enactment of the law.  If the Regulations are not 

submitted within six months, any levy collected will be refunded and 

no further payments will be required.  

Levy after 2012  

The law provides that the levy will continue to be imposed after 2012, 

calculated on the same basis as for 2011 and 2012, however all 

proceeds subsequent to 2012 will be deposited directly to the Fund.    

The rate of levy is subject to change. 

Other provisions 

► The levy is not deductible for income tax purposes, however it is 

taken into account in calculating the profits subject to the 

deemed distribution rules.  

 

The law requires that levy should not be passed on to the customers 
of the credit institution. Breach of this rule could result in a penalty of 
up to €100.000. 
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