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Tax News: 13/2020 

 

Notional Interest Deduction (NID) - Amendments to the Income Tax Law  

 

On 5 June 2020, the Cyprus Parliament has voted certain amendments to the NID Tax Law in order to 

comply with the recommendations of the European Commission. The amending Law (L66(I)/2020) was 

published on the Official Cyprus Gazette on 16 June 2020. 

NID provisions amended as follows: 

• NID reference rate 

The NID reference rate is defined as the 10-year government bond yield  (as at 31 December 

of the year preceding the tax year for which NID is claimed) of the country where the new 

equity is invested plus 5% with no more application of a minimum reference rate. Thus, the 

interest rate of the 10-year government bond of Cyprus will no longer be used as a minimum 

reference rate unless in the case where the country in which the new equity was invested has 

not issued any government bond yield for the relevant year. 

 

The amendment is in force from 1 January 2020. 

 

• New equity 

The definition of ‘new equity’ has been amended so that will no longer include any equity 

derived directly or indirectly from capitalization of reserves that existed on December 31, 

2014 (pre-existing reserves). 

 

The amendment is in force as of 1 January 2021. 

 

• Clarifications on NID cap 

The amending Law clarifies that for the purpose of calculating the NID cap, the matching 

principle between the new equity and the taxable income arising from the use of such equity 

applies although the said method was already followed in practice following the tax circular 

issued by the Cyprus Tax Department (2016/10-dated 18/07/16) regarding the provisions of 

Article 9B. A restriction of NID in case of a net allowable loss relating to the introduction of 

new equity also applies. 

 

The clarification amendments apply retrospectively from 1 January 2015. 

 


