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The Cyprus EU VAT Yacht leasing scheme 
 
The Cyprus VAT authorities announced the implementation of the VAT Yacht Leasing 
scheme, setting Cyprus as one of the most attractive destinations in the EU for the 
registration of Yachts. The Cyprus VAT Yacht leasing scheme is very simplified and offers 
substantial incentives for the EU registration of Yachts. Specifically, the effective VAT rate 
can be reduced to as low as 1,9% on the value of the Yacht, depending on the type and 
length of the Yacht. 
 
The use of the scheme provides that, 
 
➢ the Yacht must be owned by a Cyprus company, and 
➢ the company will lease the Yacht, by entering into a Yacht lease agreement, either to an 

individual or a legal person. 

  
         Yacht  Owner   
 
 
 
                  Leasing of the Yacht 
 
 
 

               Monthly lease payments 
 
          (Up to 48 months) 
 
Yacht leasing agreement  
 

A Yacht leasing agreement, is a contract whereby the lessor (i.e. the Cyprus company) grants 

the use of the Yacht to the lessee (i.e. a physical or legal person irrespective of residence), 
for a specified period of time in return of consideration. 
 
At the end of the lease period, the lessee has an option to purchase the Yacht for an 
additional consideration. If the lessee exercises the option to purchase the Yacht, the 
additional consideration will be a fraction between the purchase price and the lease 
payments.  
 
 
 
 

Cyprus 
Company 
(Lessor) 

Cyprus or 
Foreign Co. 

(Lessee) 
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VAT treatment 
 

The VAT treatment, related to the leasing of Yachts, is an activity for which the right to 

deduct the input VAT is granted to the lessee and falls under the supply of services rules. 
That is, the lease of the Yacht is subject to VAT at the standard rate of 19%, only to the 
extent that the Yacht is used by the lessee in the territorial waters of the EU.  
 
 
Usage of the Yacht within the territorial waters of the EU 
 
Taking into account the inherent difficulty related to the calculation of the usage/traveling of 
a Yacht within the EU territorial waters, the new VAT Yacht leasing scheme provides pre-set 
percentages of usage which vary according to the type and length of the Yacht. 
 
 
Pre-set percentages of Yacht usage within the EU and effective rate of VAT 
 

Motor Boats    

Length of Yacht in meters 

Pre-set percentage 

of usage within EU 

waters Calculation of VAT 

Effective 

VAT rate 

Over 65 meters 10% 
10% of the 

consideration x 19% 1,90% 

45,01 to 65 meters 15% 
15% of the 

consideration x 19% 1,85% 

24,01 to 45 meters 20% 
20% of the 

consideration x 19% 3,80% 

14,01 to 24 meters 30% 
30% of the 

consideration x 19% 5,70% 

8,01 to 14  meters 50% 
50% of the 

consideration x 19% 9,50% 

Up to 8 meters 60% 
60% of the 

consideration x 19% 11.40% 
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Sailing Boats    

Length of Yacht in meters 

Pre-set percentage 

of usage within EU 

waters Calculation of VAT 

Effective VAT 

rate 

Over 65 meters 10% 
10% of the 

consideration x 19% 1,90% 

45,01 to 65 meters 15% 
15% of the 

consideration x 19% 1,85% 

24,01 to 45 meters 20% 
20% of the 

consideration x 19% 3,80% 

20,1 to 24 meters 30% 
30% of the 

consideration x 19% 5,70% 

10,1 to 20  meters 50% 
50% of the 

consideration x 19% 9,50% 

Up to 10 meters 60% 
60% of the 

consideration x 19% 11,40% 

 
 
Example 
 
A motor boat with a length of more than 24 meters is deemed to be used 20% of the time in 
the territorial waters of the EU. To this end, the lessor must charge Cypriot VAT, only to the 
20% of the value of the lease payments and does not charge any VAT to the remaining 80% 
of the lease payments, as they are deemed to be related to the usage of the Yacht outside 
the territorial waters of the EU.  
 
Conditions 
 
All of the below conditions must be met in order to apply the Yacht leasing scheme:  
 
1. A Yacht lease agreement is concluded between the Cyprus Company, as the lessor and a 

physical or legal person (irrespective of residence / place of registration).  
 

2. The Yacht must arrive in Cyprus within 1 month from the date of entering into the agree-
ment. In case an extension to the aforementioned timeframe is required, this can be 
given only by the VAT commissioner. Such an extension in no circumstances must exceed 
the date that the lessee exercises its option to purchase the Yacht 
 

3. A payment equal to 40% of the value of the Yacht is paid by the lessee to the lessor upon 
entering into the agreement. 

 
4. The lease payments must be payable on a monthly basis and the lease period must not 

exceed the period of 48 months and shall not be less than 3 months. 
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5. The lessor makes a profit of at least 5% on the initial value of the Yacht. In addition, to 
the first’s year lease payments that are subject to VAT, there is an added amount equal to 
the half of the total profit to be made by the lessor, which equals to 4% of the Yacht 
value. 

 
6. The last payment of the lease agreement, which basically transfers the ownership of the 

Yacht to the lessee, must equal to at least 4% of the Yacht value and is considered as part 
of the lessor profit. 

 
7. A prior approval is obtained from the Cyprus VAT authorities for the application of the 

Yacht leasing scheme, which will approve the initial value of the Yacht and the applicable 
presumed percentage of Yacht usage within EU waters. The application must be accom-
panied by the related documentation that supports the purchase price of the Yacht and 
the Yacht lease agreement. 

 
Certificate of VAT payment 
 
If the lessee decides to exercise its option to purchase the Yacht at the end of the lease 
agreement, the VAT authorities will issue a certificate to the lessee by which it will confirm 
that the whole amount of the VAT due on the Yacht lease transaction was paid. 
 
Other taxes 
 
The lessor will be subject to 12,5% corporation tax on the total profits derived from the 
Yacht leasing. As mentioned above the lessor’s profit from such an activity cannot be lower 
than 5% of the initial/agreed value of the Yacht. 
 
Should you require any further information or clarifications regarding the above, please do 
not hesitate to contact us: 
 
NSC Corporate Ltd 
 
T:  +357 22377850 
F:  +357 22377858 
E:  info@nsccorporate.eu 
W: www.nsccorporate.eu 
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