Since March 2012, after the Cyprus tax Authorities published
guidelines clarifying the VAT treatment of the Yacht Leasing
Schemes, Cyprus has been running a private yacht regime. In
2015, the Cyprus tax regime Authorities issued new guidelines,
making Cyprus’ yacht scheme being described as one of the
most attractive VAT yacht regimes in Europe, with lowest tax
3.05%.

The Scheme’s main aim is to relieve the VAT burden in the
purchase of yachts, used mainly for private purposes.

What do we mean by “Yacht leasing agreement”?

The agreement refers to the lessor (the owner of the Yacht),
who enters into a contract with the lessee (the person who
leases the yacht) for using the yacht for a consideration. The
agreement could also give the opportunity to the lessee to
purchase the yacht at a percentage of the price of the yacht.

Essential pre-requirements for the Regime to operate:

The lessor’s place of origin has to be a company registered
under the Republic’s Companies Law.

The lessee has to be a legal or natural person regardless of
the place of establishment or residence.

The yacht use within the EU territorial waters is difficult to
be calculated. To resolve the problem, the percentage of
time that the yacht spends in the EU waters has been
predetermined.

A six step procedure is required for the approval of the VAT
scheme:

Prior Approval from Cyprus VAT Commissioner; together
with the submission of relevant details of the craft, the
applicant must submit an inter alia certificate and survey of
the vessel, bill of sale and such other documentary
evidence.

Register Cypriot Company (CypCo); the company must have
as its main trading objective the power to operate, charter
and mange yachts.

Cypriot Company applies for VAT

Cypriot Company enters into lease agreement

Submission of the lease agreement and supporting
documentation to VAT Department

VAT Department issues letter of approval




The percentages are determined according to the type and length of the yacht. The Cyprus Yacht
Leasing Scheme will charge regarding the size of the vessel versus percentage of time spent in EU
territorial waters:

Motor Yachts

% of deemed time yacht spent

Length Effective % rate of VAT

in EU waters

Greater than 65 meters 10% 3.05%
45.01 to 65 meters 15% 4.02%
24.01 to 45 meters 20% 5.00%
14.01 to 24 meters 30% 6.94%

8.01 to 14 meters 50% 10.84%

8 meters 60% 12.79%

Sailing Yachts

Length

% of deemed time yacht spent Effective % rate of VAT
in EU waters

Greater than 65 meters 10% 3.05%
45.01 to 65 meters 15% 4.02%
24.01 to 45 meters 20% 5.00%
20.01 to 24 meters 30% 6.94%
10.01 to 20 meters 50% 10.84%

Up to 10 meters 60% 12.79%

Specific Conditions required for the Yacht Leasing Scheme to apply:

A lease agreement must exist between a Cyprus company and any legal or natural person,
irrespective of origin.

The Yacht must sail to the Republic within one month from the date of singing of the lease
agreement. Any time extension with regards to the one month period may be given only by the
Tax Commissioner.

The initial contribution from the lessee to the lessor must be at least 40% of the yacht’s value.
The Lease Payments must be a payable on a monthly basis. The term of a lease agreement
cannot exceed the period of 48 months.



The lessor is expected to take attain a profit margin from the lease agreement of no less than 5%
of the total value of the Yacht. In the year the lease agreement commences the total amount of
lease payments on which VAT is calculated is increased by half of the calculated profit.

The lessee may purchase the yacht at the end of the lease period and the final installment which
results to the transfer of the ownership of the yacht to the lessee cannot be less than 2.5% of
the yacht’s value and is subject to the standard VAT rate 19%

An advanced written approval of the Commissioner is needed for approving the value of the
yacht and the applicable amounts on which VAT will be levied according the extent of its use
within EU waters. The application must be accompanied with a certified certificate proving that
the value of the yacht as well as the leasing agreement which is entered between the parties.
The Commissioner may reject any application or request additional information by the lessor
regarding the use of the yacht.



Stephanou Audit

About Stephanou Audit

Stephanou Audit is a dynamic firm of
Qualified Auditors, Certified Accountants and
Business Advisors. Since its establishment, in
1984, the company has gained an enviable
reputation for providing excellent advice and
service to its clients.

At Stephanou Audit we put our clients first.
With our business support services, we can
take care of your financial and accounting
operations, leaving you free to do what you
do best - growing your business.

We are dedicated in helping our clients
minimize their tax costs, protect their assets,
develop their business and generally manage
their financial affairs.

Our Services include:

Audit & Assurance

Accounting and VAT services

Tax Consultancy

Corporate and Fiduciary Services
Incorporation of Cyprus Companies
Incorporation of Companies in other
Jurisdictions

7. Secretarial and Administration Services
8. Business Planning & Consulting

9. Financial Advisory

10. Cyprus (EU) Citizenship Programme

11. Real Estate Consulting
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Audit ® Tax ® Assurance

Our staff is trained comprehensively in anti -
money laundering and “know your client”
procedures. As one would expect,
confidentiality is paramount in all our
dealings, and our staff is bound by law to
maintain professional confidence.

Innovative thinking and practical business
approach are the reasons why companies
choose to work with us.

Our different clients’ success stories reflect
the company’s expertise in a range of
industry sectors, including Banking and
Investment Banking, Financial Services Firms,
Manufacturing Companies, Shipping
Companies, Aircraft Leasing Companies and
Internet Based Companies.

We are one of the leading corporate
providers and we bring a depth of experience
to our work and dealings with clients. Our
personnel consists of certified accountants,
financial advisors, tax specialists,
administrators and company secretaries as
well as a highly trained and knowledgeable
corporate and support staff.

Currently our Company has its headquarters
in Limassol and a branch office in Paphos.

Stephanou Audit is the firm you need to help
you achieve your goals whether they are
local, national or global."

"OUR MISSION: TO HELP OUR CLIENTS PROSPER, BY
PROVIDING PERSONALIZED PROFESSIONAL SERVICES
OF THE HIGHEST QUALITY"



MEET THE TEAM

PEOPLE BEHIND THE BRAND

STEPHANOS KATERINA CONSTANTINA CHARALAMBOS
STEPHANOU STEPHANOU STEPHANOU STEPHANOU

Here, at Stephanou Audit, we strongly believe that the strength of our reputation comes from our
people. The expertise, professionalism, commitment, passion and diversity of our employees are
the foundations of our success. We work together to provide a holistic range of financial services.

Our team is made up of young, dynamic, experienced and committed professionals with a
guaranteed common concern to deliver a high quality service.

All personnel adhere to the firm's philosophy that dictates a priority to a high degree of integrity,
absolute confidentiality and loyalty to clients in whatever it does.

The firm's work methodologies are designed to deliver its services without compromise to
professional standards and ethics. Personnel are specialists in their own fields and are also given
ongoing training in various competences which is ultimately a benefit to all its clients.



STEPHANOU AUDIT

Got any
Questions?

Don't hesitate to come in contact with us!

Email: info@stephanou.com.cy

Website: www.stephanou.com.cy

Tel: (+357) 25 87 80 10
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