
GLOBAL TAX WEEKLY
a closer look

ISSUE 81 | MAY 29, 2014

SUBJECTS    TRANSFER PRICING INTELLECTUAL PROPERTY VAT, GST AND SALES TAX CORPORATE 
TAXATION INDIVIDUAL TAXATION REAL ESTATE AND PROPERTY TAXES INTERNATIONAL FISCAL 
GOVERNANCE BUDGETS COMPLIANCE OFFSHORE

SECTORS             MANUFACTURING RETAIL/WHOLESALE INSURANCE BANKS/FINANCIAL INSTITUTIONS 
RESTAURANTS/FOOD SERVICE CONSTRUCTION AEROSPACE ENERGY AUTOMOTIVE MINING AND 
MINERALS ENTERTAINMENT AND MEDIA OIL AND GAS

EUROPE AUSTRIA BELGIUM BULGARIA CYPRUS CZECH REPUBLIC 
DENMARK ESTONIA FINLAND FRANCE GERMANY GREECE 

HUNGARY IRELAND ITALY LATVIA LITHUANIA LUXEMBOURG MALTA NETHERLANDS POLAND 
PORTUGAL ROMANIA SLOVAKIA SLOVENIA SPAIN SWEDEN SWITZERLAND UNITED KINGDOM  
EMERGING MARKETS ARGENTINA BRAZIL CHILE CHINA INDIA ISRAEL MEXICO RUSSIA SOUTH 
AFRICA SOUTH KOREA TAIWAN VIETNAM CENTRAL AND EASTERN EUROPE ARMENIA  AZERBAIJAN 
BOSNIA CROATIA FAROE ISLANDS GEORGIA KAZAKHSTAN MONTENEGRO NORWAY SERBIA TURKEY 
UKRAINE UZBEKISTAN ASIA-PAC  AUSTRALIA BANGLADESH BRUNEI HONG KONG INDONESIA 
JAPAN MALAYSIA NEW ZEALAND PAKISTAN PHILIPPINES SINGAPORE THAILAND AMERICAS BOLIVIA 
CANADA COLOMBIA COSTA RICA ECUADOR EL SALVADOR GUATEMALA PANAMA PERU PUERTO RICO 
URUGUAY UNITED STATES VENEZUELA MIDDLE EAST ALGERIA BAHRAIN BOTSWANA DUBAI EGYPT 
ETHIOPIA EQUATORIAL GUINEA IRAQ KUWAIT MOROCCO NIGERIA OMAN QATAR SAUDI ARABIA 
TUNISIA LOW-TAX JURISDICTIONS ANDORRA ARUBA BAHAMAS BARBADOS BELIZE BERMUDA 
BRITISH VIRGIN ISLANDS CAYMAN ISLANDS COOK ISLANDS CURACAO GIBRALTAR GUERNSEY ISLE OF 
MAN JERSEY LABUAN LIECHTENSTEIN MAURITIUS MONACO TURKS AND CAICOS ISLANDS VANUATU

COUNTRIES AND REGIONS



GLOBAL TAX WEEKLY
a closer look

Using the unrivalled worldwide multi-lingual research 

capabilities of leading law and tax publisher Wolters 

Kluwer and its new acquisition BSI (The Lowtax 

Network), CCH publishes Global Tax Weekly –– A 

Closer Look (GTW) as an indispensable up-to-the-

minute guide to today's shifting tax landscape for all 

tax practitioners and international fi nance executives. 

Topicality, thoroughness and relevance are our 

watchwords: BSI's network of expert local researchers 

covers 130 countries and provides input to a US/UK 

team of editors outputting 100 tax news stories a 

week. GTW highlights 20 of these stories each week 

under a series of useful headings, including industry 

sectors (e.g. manufacturing), subjects (e.g. transfer 

pricing) and regions (e.g. asia-pacifi c).

Alongside the news analyses are a wealth 

of feature articles each week covering key 

current topics in depth, written by a team of 

senior international tax and legal experts and 

supplemented by commentative topical news 

analyses. Supporting features include a round-up 

of tax treaty developments, a report on important 

new judgments, a calendar of upcoming tax 

conferences, and “The Jester's Column,” a light-

hearted but merciless commentary on the week's 

tax events.

Read Global Tax Weekly –– A Closer Look in 

printable PDF form, on your iPad or online through 

Intelliconnect, and you'll be a step ahead of your 

world on Monday morning!

Global Tax Weekly – A Closer Look



ISSUE 81 | MAY 29, 2014FEATURED ARTICLES

       The Double Taxation Agreement 
Between Cyprus And The United 
Arab Emirates 
 by Philippos Aristotelous and Stavros Supashis, 
Andreas Neocleous & Co LLC, Cyprus 

 On February 27, 2011, Cyprus and the  United 
Arab Emirates (UAE) signed a double taxation 
agreement, the  fi rst between the two countries. Th e 
agreement took eff ect from January  1, 2014. 

 In the following paragraphs we summarize  and an-
alyze its key provisions. For the most part the agree-
ment follows  the latest OECD Model Convention 
verbatim and so our main focus is  on departures 
from that standard. 

 Scope Of Th e Agreement 
 Th e agreement applies to persons who  are residents 
of one or both of the contracting states and to taxes  
on income imposed on behalf of a contracting state 
or of its political  subdivisions or local authorities. 

 In the case of the UAE, the taxes  covered are the 
income tax and the corporate tax. In the case of 
Cyprus,  the agreement covers income tax, corpo-
rate tax, Special Contribution  for the Defence of 
the Republic (SDC tax) and capital gains tax. 

 Hydrocarbons 
 Cyprus's latest double taxation agreements,  includ-
ing those with Norway and Latvia, have included 
comprehensive  provisions regarding revenues from 

off shore hydrocarbon activities  based on the OECD 
Model. Th e Cyprus-UAE agreement merely provides  
that the contracting states' freedom to apply their do-
mestic laws  and regulations related to the taxation of 
income and profi ts derived  from hydrocarbons and 
associated activities is not aff ected by the  agreement. 

 Residence 
 Th e provisions on residence reproduce  those of the 
OECD Model verbatim, with residence being de-
termined  in accordance with the place of eff ective 
management, apart from specifying  that companies 
that are incorporated in the UAE are defi ned as be-
ing  resident there, and that the term "resident" ex-
tends to any central  or local government body or 
institution of either contracting state. 

 Permanent Establishment 
 Article 5 of the agreement reproduces  the OECD 
Model apart from making clear for the avoidance of 
doubt  that an off shore drilling site may constitute 
a permanent establishment.  Activities must have a 
duration of 12 months (as in the OECD Model)  to 
constitute a permanent establishment. 
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 Business Profi ts 
 Article 8 of the agreement elaborates  the correspond-
ing provisions of the OECD Model regarding taxation  
of profi ts and determination of the profi ts of a per-
manent establishment  ( e.g. , providing that profi ts may 
be determined by  a formula and that the method of 
determination should be consistent  from year to year), 
but otherwise the article follows the OECD Model. 

 Shipping And Air Transport 
 Th e OECD Model provides that profi ts  from inter-
national shipping or air transport are taxable only 
in the  contracting state in which the place of eff ec-
tive management of the  enterprise is situated. Ar-
ticle 9 of the Cyprus–UAE agreement  provides that 
such profi ts are taxable only in the contracting state  
of the enterprise concerned, which is defi ned in Ar-
ticle 4 as the  contracting state in which the enter-
prise is resident. Since, as noted  above, companies 
incorporated in the UAE are considered to be resi-
dent  there, profi ts of a UAE-incorporated company 
would generally be taxable  in the UAE, regardless 
of the locus of management and control. 

 Dividends, Interest And Royalties 
 Dividends, interest and royalties  are taxable only 
in the contracting state in which the recipient is  
resident. Th ere is no requirement for the recipient 
to be the benefi cial  owner of the income. However, 
any excess interest or royalties paid  between associ-
ated persons above a normal arm's-length commer-
cial  amount do not qualify for exemption from tax 
in the source contracting  state. 

 Th e only other exception to the general  rule arises 
where the benefi cial owner of the income is a resi-
dent  of a contracting state and carries on business 
through a permanent  establishment in the other 
contracting state in which the income arises,  and 
the income concerned is eff ectively connected with 
the permanent  establishment. 

 Capital Gains 
 Article 14 of the agreement provides  that gains 
derived by a resident of a contracting state from 
the alienation  of immovable property situated 
in the other contracting state, or  from the alien-
ation of movable property forming part of the 
business  property of a permanent establishment 
which an enterprise of a contracting  state has 
in the other contracting state, may be taxed in 
the contracting  state in which the property con-
cerned is located. 

 Gains derived by an enterprise of  a contracting state 
from the alienation of ships or aircraft operated  in 
international traffi  c, together with ancillary equip-
ment, are taxable  only in that contracting state. 

 All other gains are taxable only in  the contracting 
state of which the alienator is a resident. 

 Elimination Of Double Taxation 
 Th e credit method is used to eliminate  double taxa-
tion, following the OECD Model provisions. Th e 
tax credit  cannot exceed the tax payable in the state 
of residence on the income  concerned. 
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 Non-Discrimination 
 Apart from some minor modifi cations  excluding 
the benefi ts of customs unions and the like from 
challenge,  the agreement closely follows the OECD 
Model as regards non-discrimination. 

 Mutual Agreement Procedure 
 Th e agreement follows the OECD Model  except 
that it does not allow for arbitration to deal with 
unresolved  issues. 

 Exchange Of Information 
 Apart from making it clear that exchange  of in-
formation covers only the taxes dealt with by the 
agreement,  the exchange of information clause in 
the main body of the agreement  reproduces the 
wording of the OECD Model verbatim. 

 However, a Protocol to the agreement  provides a 
number of safeguards against abuse of the informa-
tion exchange  provisions by requiring the contract-
ing state that requests information  to fulfi ll specifi ed 
procedures to demonstrate the foreseeable relevance  
of the information to the request. In particular, any 
request must  be accompanied by the following: 

   the identity of the person under  examination or 
investigation; 
   a statement of the information  sought, including 
its nature and the form in which the requesting  
contracting state wishes to receive the information; 
   the tax purpose for which the  information is 
sought; 
   grounds for believing that the  information 
requested is held in the requested contracting 

state or  is in the possession or control of a 
person within the jurisdiction  of the requested 
contracting state; 
   to the extent known, the name  and address of 
any person believed to be in possession of the 
requested  information; 
   a statement that the request  is in conformity 
with the law and administrative practices of the  
requesting contracting state, that if the requested 
information was  within the jurisdiction of the 
requesting contracting state then the  competent 
authority of the requesting contracting state 
would be able  to obtain the information under 
the laws of the requesting contracting  state or in 
the normal course of administrative practice and 
that  it is in conformity with the agreement; 
   a statement that the contracting  state making the 
request has exhausted all reasonable means avail-
able  in its own territory to obtain the information. 

   In addition, information will be provided  only to 
the extent that the contracting state making the re-
quest has  reciprocal provisions. 

 In eff ect, this means that the authorities  request-
ing the information must already have a  prima facie  
case  even before they request the information, and 
it will not be possible  to undertake "fi shing expedi-
tions" without fi rst gathering signifi cant  evidence. 

 These provisions are in line with  the robust safe-
guards against abuse of exchange of information 
provisions  contained in Cyprus's Assessment and 
Collection of Taxes Law. Requests  for exchange 
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of information are dealt with by a specialist unit, 
and  informal exchange of information between 
tax officers bypassing the  competent authority is 
prohibited. As a final safeguard, the written  con-
sent of the Attorney General must be obtained 
before any information  is released to an overseas 
tax authority. 

 Entry Into Force And Termination 
 Th e agreement provides that it will  enter into force 
when both Cyprus and the UAE have notifi ed each 
other  that the ratifi cation procedures prescribed 
by their respective domestic  legislation have been 
completed and that its provisions will take  eff ect on 
the following January 1. Th e Cyprus tax authorities 

have  announced that the agreement entered into 
force on April 2, 2013,  and took eff ect from Janu-
ary 1, 2014. 

 Th e agreement will remain in force  until terminat-
ed by either contracting state. If notice of termi-
nation  is given before June 30, the agreement will 
cease to apply at the  end of the year in which notice 
is given. However, notice cannot be  given until the 
agreement has been in force for at least fi ve years. 

 Conclusions 
 Given the importance of the UAE economy,  the new 
agreement is a valuable addition to Cyprus's net-
work of more  than 50 double taxation agreements. 
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