Cyprus: An
emerging hub
for Investment
Firms in
Europe




CYPRUS INVESTMENT FIRMS
INDUSTRY: OVERVIEW

Investment firms are regulated by the Cyprus Securities and
Exchange Commission (CySEC), under the CIFs and
Investments Firms Law. The term ‘"investment firm"
includes, amongst others, portfolio managers, broker
companies, investment adviser and forex trading companies,
which all fall under the definition of CIFs.
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BUSINESS FIRM REGULATION TAILOR-MADE TAX LEGISLATIVE
ENVIRONMENT SYSTEM FRAMEWORK




LICENCE REQUIREMENTS

For CySEC to grant CIF authorisation, a formal application procedure needs to be followed, and certain
requirements must be met, the most important of which are stated below.

1. Capital Requirements

The minimum capital requirement for a CIF depends on the type of services offered:
125,000 Holds clients’ money and/or client’s financial instruments
125,000 Holds clients’ money and/or client’s financial instruments
125,000 Holds clients’ money and/or client’s financial instruments

Provision of Investment advice 125,000 Holds clients’ money and/or client’s financial instruments
Reception and Transmission 50,000 or has professional liability Does not hold clients’ money and/or client’s financial
. insurance or both instruments
Execution of orders
Portfolio Management 50,000 or has professional liability 50,000 or has professional liability insurance or both
" . insurance or both
Provision of Investment advice

Dealing on own account 730,000 i.e. Trading against proprietary capital resulting in the
conclusion of transactions in one or more financial
instruments

Underwriting of financial instruments and/or 730,000 “Placing is the service provided by an investment firm to

placing of financial instruments on a firm an issuer whereby the firm undertakes to place financial

commitment basis instruments with investors on behalf of the issuer. Placing

can be carried out either on a firm commitment basis or
not depending on the type of commitment that firms
undertake towards the issuer

Placing of financial instruments without a firm 730,000
commitment basis

Operation of Multilateral Trading Facility (MTF) 730,000 A self-regulated financial trading venue



2. Other Requirements

N

When applying for a license, a firm must provide, amongst other documents, a business plan, an
internal operation manual (which should include the Anti-Money Laundering Procedures) completed
guestionnaires from the members of the board, managers, and shareholders.

The Board of Directors of the CIF shall consist of at least two executive members and two
independent non-executive members. The majority of the members shall be Cyprus residents.

All directors must be fit and proper to hold office and must be approved by CySEC. Their
reputation, professional experience and knowledge in the investment services and activities
which the Cyprus Investment Firm is involved will be assessed by CySEC.

The Memorandum of Association of a CIF must state that the firm operates as an investment firm
following the provisions of Law 144(1)/2007. Furthermore, it must state that the company offers or
performs investment and ancillary services within the scope of its license.




3. Shareholders, Senior Officers & Time Frame
\

The shareholders of a CIF must be fit and proper where they will receive approval from CySEC. For natural persons, CySEC
in addition to the standard personal questionnaires, CVs, Clean Criminal & Non-Bankruptcy certificates may also request a
statement of assets and liabilities and require each shareholder to attend a personal interview. For legal persons, CySEC
may request all company and/or group information and financial position for the previous year (according to CySEC
discretion).

A Compliance Officer, an Internal Auditor and a Risk Manager that will report to the board of directors must be
appointed. The Risk Management and Compliance functions may be performed by the same person without
necessarily jeopardising the independent functioning of each function. An Anti-Money Laundering Compliance
Officer is also required. CySEC will assess whether such officers are fit and proper to assume their respective roles.

‘ The managers of the departments offering the investment services for which the license is granted must hold the

relevant certifications by CySEC, which will be granted provided the manager is successfully pass the relevant
CySEC exams.

After examination of the authorisation application, CySEC authorises the CIF and grants it a licence. The above procedure,
from commencement to final approval by CySEC may take up to 6 months.
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4. Website, Investor Compensation Fund, Client Categorisation
Policies & Procedures, Record Keeping

AN

A CIF must maintain a website which must contain at least its legal name, license number, description of investment

services offered, a reference that it is a regulated entity and contact details. A CIF can be held liable for a fine if such
information is not disclosed on its website.

CIFs must participate in the Investor Compensation Fund for the clients of the CIF. They must notify to their
clients, before concluding an agreement with them, the investor compensation scheme in which they
participate, the level of compensation paid, the conditions and the procedure for submitting applications for

compensation, as well as any other form of equivalent protection that they provide to their clients.

CIFs must categorize their clients according to the provisions of the applicable law and must perform
suitability and appropriateness checks.

[

A CIF must have in place an Internal Operations Manual, an Anti-Money Laundering Compliance Policy, a
Business Continuity Policy, a Conflicts of Interest Policy, a Best Execution Policy (if applicable) and established

procedures for complaints handling.

The records kept in accordance with this subsection shall be provided to the client involved upon request and shall be
kept for a period of five (5) years and, where requested by CySEC, for a period up to seven (7) years.
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TAX CONSIDERATIONS

Profits from CIF’s Activities

Corporation tax on net profit is 12,5%.
However, gains from the sale of titles,
and, in most cases, dividends received
are exempt from tax. There is no
withholding tax on dividend, interest
and royalties paid to non-residents.

Capital Gains

Capital gains are not taxable in Cyprus
except for the 20% tax on gains on
immoveable property that is located in
Cyprus, and on any gain from the sale of
shares in companies that own
immoveable property in Cyprus. All
other gains of a capital nature are not
taxable.
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EU PASSPORTING

A CIF may establish a branch in the Republic
of Cyprus and offer its services given that the
services it provides are covered by its licence.
Moreover, a CIF may provide investment and
ancillary services in another country as long
as it is covered by its authorisation. Note that
ancillary services can be provided only in
combination with investment services.

In addition, an investment firm authorised
and supervised by the competent authorities
of another country may offer its services in
Cyprus by establishing a branch. Specifically, if
an investment firm from another country
wishes to establish a branch in Cyprus, then
the equivalent foreign regulator should send
a list of information to CySEC.




Why Cyprus is a Regional/International Headquartering Centre

N

The Republic of Cyprus is a Member State of the European Union and a member of the Eurozone.
Cyprus is right at the top of the EU tax league table in terms of the attractiveness of its tax regime due

to its combination of consistency in interpreting EU tax legislation and stability in resisting frequent
changes to EU tax laws

It is a well-known fact that operating in a country with an attractive corporate tax regime

provides a competitive advantage when competing with overseas businesses

Cyprus is, also, a member of the British Commonwealth, Council of Europe, IMF, UN, World Bank and
WTO and is signatory to many international conventions and treaties




Cyprus: An ideal jurisdiction
for an EU Base

* Diversified, Skilful and Well-Educated Workforce

* EU Member and International business hub

e  Utilization of EU Directives

 Transparent regulated banking system aligned
with the comprehensive EU legislative framework

e Cyprus Holding Companies — Exemptions

 Can be used as Regional office for Middle East
Countries

e Administration and Operational Costs much lower
than any other EU Country

* Cyprus Climate

e Excellent infrastructure

e Multilingual Country

* No CFC Legislation

e Flexible and Modern Legislation

*  OECD Whitelist Jurisdiction

* EU Passporting for funds, investment companies,
public companies [through Cyprus securities and
Exchange Commission, Cyprus Stock Exchange,
and Emerging Companies Market (ECM equivalent
to UK's AIM)]
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LAW FIRM ! Est.1920

HOW PELAGHIAS, CHRISTODOULOU, VRACHAS LLC CAN HELP YOU?

N\
We will be happy to assist in advising you as to which is the most suitable CIF structure
option for your business

\

Provide guidance, drafting and reviewing of all supporting documentation needed in the
preferred CIF structure option

I
File an application with CySEC and accompany all relevant documents for the filing and
follow-up of the application until final approval

/[

‘ Ongoing legal support for any matter in relation to the CIF

/
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