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•

The Cyprus Tax Department (CTD) has recently announced that the
current practice of accepting pre-agreed minimum profit margins
from 0,125% to 0,35% on financial arrangements between related
parties (back-to-back-loans) will be abolished from 1 July 2017.

•

As of 1 July 2017, all financial transactions between Cyprus Tax
Resident Companies and related foreign companies must bear
interest rates within specific taxable profit margins based on the
transfer pricing rules which, even if not yet finalised, are expected to
follow the relevant OECD Transfer Pricing Guidelines.

•

From that date onwards, interest rates of intra-group financial
transactions will have to be supported by transfer pricing studies
which should be prepared by independent experts and be based
on the OECD guidelines. Such studies will be required both for tax
assessment purposes and for the issuing of tax rulings.

•

All tax rulings in relation to back-to-back loans which were issued
before the 1st of July 2017 will cease to be applicable after that date.

•

Intra group financial transactions entered into after the 30th of June
2017, or existing intra group financial transactions which continue to
remain in place, will need to be supported by transfer pricing studies
and follow the profit margins as these will be determined in the
transfer pricing legislation.

•

Our clients and all interested parties are strongly advised to review
their existing intra group financial arrangements and current group
structures in order to assess the impact of the upcoming changes
and take action where necessary.

