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Cyprus VAT Private
Yacht Leasing
Regime
Cyprus has been running
a private yacht regime
since March 2012 aiming
at relieving the VAT burden
on the purchase of yachts
intended to be used mainly
and exclusively for private
purposes.
In 2015 the Cypriot Tax
Authorities issued new
guidelines, amending the
originally introduced Regime,
making Cyprus one of the
most attractive jurisdictions
for yacht registration in the
EU. On the basis of the new
guidelines, the effective Tax
rate is reduced to as low as
3,05%.

What is the interpretation of a Yacht
leasing agreement?
A Yacht leasing agreement is an
agreement whereby the lessor (the
owner of the Yacht) enters into a
contract with the lessee (the person
who leases the Yacht) for using the
Yacht for a consideration. Additionally,
the agreement may, at the end of the
lease, grant the option to the lessee
to purchase the Yacht at a price being
a percentage on the initial value of the
Yacht. The final purchase is strictly an
option which may be executed at the
end of the Yacht’s leasing period for a
separate consideration.
How are the leasing services treated
for VAT purposes?
For VAT purposes, the leasing of a Yacht
constitutes a supply of services with
a right of claiming input VAT, on the
value of the yacht. The supply of the
leasing services constitutes a taxable
transaction subject to the standard
VAT rate of 19% to the extent the Yacht
under lease is used within EU waters.
What is the essential prerequisite for
the Regime to operate?
An essential prerequisite for the Yacht
Regime to operate is the lessor’s place
of origin (establishment), which must
be a company registered under the
Republic’s Companies Law whilst the

lessee may be either a legal or natural
person regardless of the place of
establishment or residence.
How is the use of the yacht within EU
territorial waters calculated?
It is generally accepted that there
are practical difficulties to trail the
movements of a yacht in order to
determine the time that the yacht
spends within the territorial waters
of the EU and the time it spends
outside the EU. For this purpose, the
percentage of the time spent within
EU has been predetermined. These
percentages are determined according
to the type (motorboat or sailing boat)
and length of the yacht. Consequently,
there is no requirement to maintain
any documentary evidence including
the yacht’s log books in relation to the
places the yacht travels.
Are there any specific conditions?
The VAT treatment prescribed in the
Yacht Leasing Guidelines is subject to
satisfying all of the following conditions:
• The Yacht leasing agreement must
be between a Cyprus established
company and any physical or legal
person irrespective of origin.
• The Yacht must sail to the Republic
within one month from the date
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of signing of the lease agreement.
Any time extension with regards to
the one month period may be given
only by the Tax Commissioner. It is
understood that the extension under
no circumstances can exceed the
time at which the right of purchase of
the Yacht by the lessee is exercised
An initial lump sum payment of at
least 40% of the Yacht’s value and
corresponding VAT amount must be
paid by the lessee to the lessor
The lease payments must be payable
on a monthly basis and the term of the
lease agreement cannot exceed the
period of 48 months
The lessor is expected to attain a profit
margin from the lease agreement of
no less than 5% of the total value of
the Yacht.
The final payment at the end of the
leasing term, the result of which
the legal ownership essentially is
transferred to the lessee, cannot be
less than 2,5% of the value of the
yacht which represents part of the
agreement’s total profit. The last
payment is subject to the prevailing
standard rate of VAT (19%)
The advanced written approval of
the Commissioner is required for
approving the value of the yacht and
the applicable amounts on which
VAT will be levied according to the

extent of its use within EU waters.
The application must be accompanied
with a certificate certifying the value
of the yacht as well as the leasing
agreement which is entered into
between the parties.
It is understood that the
Commissioner may reject any
application filed for this reason or to
request from the lessor additional
details regarding the use of the yacht.

What are the applicable Tax effective
rates?
Provided that the above conditions
are fulfilled, the effective Tax rates are
shown on the tables below:
Example
• The assessed value of the yacht is
€2m.
• The length is 50 meters.
VAT payable outside the Regime:
€380.000
VAT payable within the Regime: approx.
€80.000

Table A: Motor boats

Boat length
Greater than 65 meters

Percentage of use
within EU waters
10%

Effective Tax rate
3,05%

Between 45,01 and 65 meters

15%

4,02%

Between 24,01 and 45 meters

20%

5,00%

Between 14,01 and 24 meters

30%

Between 8,01 and 14 meters

50%

6,94%
10,84%

Up to 8 meters

60%

12,79%

Table B: Sailing boats

Boat length
Greater than 65 meters

Percentage of use
within EU waters
10%

Effective Tax rate
3,05%

Between 45,01 and 65 meters

15%

4,02%

Between 24,01 and 45 meters

20%

5,00%

Between 20,01 and 24 meters

30%

6,94%

Between 10,01 and 20 meters

50%

Up to 10 meters

60%

10,84%
12,79%

For any further information with
regard to the above you may
contact:

Harry S. Charalambous
Board Member, Head of Indirect Tax
T: +357 22 209 300
E: hcharalambous@kpmg.com
Michael Grekas
Senior Manager, Indirect Tax
T: +357 22 209 260
E: mgrekas@kpmg.com
Maria Anayiotou
Senior Manager - Indirect Tax
T: +357 25 869 126
E: manayiotou@kpmg.com

KPMG in Cyprus contact details:
Nicosia
T: +357 22 209 000
F: +357 22 678 200
E: nicosia@kpmg.com.cy
Limassol
T: +357 25 869 000
F: +357 25 363 842
E: limassol@kpmg.com.cy
Larnaca
T: +357 24 200 000
F: +357 24 200 200
E: larnaca@kpmg.com.cy
Paralimni
T: +357 23 820 080
F: +357 23 820 084
E: paralimni@kpmg.com.cy
Paphos
T: +357 26 943 050
F: +357 26 943 062
E: paphos@kpmg.com.cy
Polis Chrysochous
T: +357 26 322 098
F: +357 26 322 722
E: paphos@kpmg.com.cy
www.kpmg.com.cy

©2015 KPMG Limited, a Cyprus limited liability company and a member firm of the KPMG network of independent member firms
affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in Cyprus.
KPMG and the KPMG logo are registered trademarks of KPMG International Cooperative (“KPMG International”) a Swiss entity.
The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual
or entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is
accurate as of the date it is received or that it will continue to be accurate in the future. No one should act upon such information
without appropriate professional advice after a thorough examination of the particular situation.
The views and opinions expressed herein are those of the author and do not necessarily represent the views and opinions of KPMG
International Cooperative (“KPMG International”) or KPMG member firms.
200515

