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Cyprushasbecomeone of the fastestgrowing investmentfund centresin
Europeas a result of its continuousefforts to upgradeits legislativeand
regulatory regime. Cyprus,by virtue of being an EU member state since
2004, has transposedboth the Undertakingsfor CollectiveInvestment in
TransferableSecuritiesDirective(UCITSV) and the Alternative Investment
Fund ManagersDirective (AIFMD) into national law, thus ensuring full
compliancewith the EU Fundsrelated legislation. The current regulatory
framework provides for higher transparency,enhancedrisk management
and liquidity provisionsaswell as lower set-up costscomparedto other EU
jurisdictions.

In an effort to further enhanceand grow the CyprusInvestment Funds
Industry, the Cyprus Investment Funds AssociationόάCIFAέύhas been
incorporatedin 2013to which our firm is a member. CIFAhasestablished
closecooperationwith the competentRegulatoryAuthorities, the Ministry
of Financeas well as all relevant Industry Associationsand Professional
Bodies. At an international level, CIFAwasgrantedfull membershipof the
EuropeanFundandAssetManagementAssociation(EFAMA).

Settingup an investment fund in Cyprusis a simple process. The Cyprus
Securitiesand ExchangeCommissionόάCySECέύis the regulatory authority
responsibleunder the Lawfor the licensingand supervisionof Investment
Funds for both Undertakingsfor Collective Investment in Transferable
SecuritiesόάUCITSέύand Alternative InvestmentFundsόάAIFsέύas well as
any other type of InvestmentFund. The commencementof operationsof
InvestmentFundsrequiresauthorisationfrom CySEC. Thetimeframefor the
licensingprocessis approximately3-4 months from the date of submitting
the application.

/ȅǇǊǳǎΩcomprehensivetax treaty network with 64 countries,alongwith a
number of other notable benefits,hasrenderedthe country attractive for
investment funds primarily into Russia,EasternEuropeand Africa. More
generallythe tax framework offers interesting tax planningopportunities
and key advantagesfor funds following investmentstrategiesin emerging
markets.

The increasingnumber of applicationsbeing received by the CySECfor
CyprusInvestmentFirms(CIFs)is indicative of the enduring attraction of
Cyprus as an investment base. The number of CIFshas registered an
impressiveincreaseover the years,surgingfrom 50 in 2005to 245 in 2018,
with the trend expectedto continue. Currently,there are 8 UCITSand 125
AIFslicensedby CySEC. Cyprushasseena formidable growth momentum,
with assetsunder managementmore than doubling from ϵ2,1 billion in
2012toϵ4,8 billion in March2018.

Cyprusis continuing to upscaleits legal and regulatory framework in an
effort to keep the jurisdiction at the forefront of fund ƳŀƴŀƎŜǊǎΩand
ƛƴǾŜǎǘƻǊǎΩminds. TheRegisteredAIFand the LimitedPartnershipwith legal
personality introduced in 2018 with the replacementof the relevant AIF
Law are two examplesof the way that the investment funds space is
improving in terms of innovation and regulation. Both developmentswill
help streamlinethe set-up of investmentfund vehicles,while alsokeeping
costsdown and adoptinga risk-basedapproachto investorprotection and
regulation.
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Source: Investment Funds Guide 2018 issued by CIFA
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Undertakings for Collective Investments in Transferable Securities (UCITS)

UCITSaredefined,asanyorganisationwhosesoleaimis the collectiveinvestmentin transferablesecurities,or in other liquid financialassetsof capitalraised
from the public,andwhoseoperationis basedon the principleof risk-spreadingandwhoseunits are,at the requestof holders,repurchasedor redeemed,
directlyor indirectlyout of the UCITSassets.

UCITSare establishedandauthorisedunder the harmonisedEUlegalframework,UCITSV EUDirectiveand governedby TheOpen-EndedUndertakingsfor
CollectiveInvestmentsLawof 2012(LawN78(I) 2012), asamendedin April 2016.

Alternative Investment Funds (AIFs)

Acollectiveinvestmentundertakingraisingexternalcapitalfrom a numberof
investorswith a view to investingit in accordancewith a definedinvestment
policyfor the benefit of thoseinvestors,andthat hasnot beenauthorizedas
a UCITS.

AIFsare governedby the AlternativeInvestmentFundsLawof 2018ςɿ.124
(I) 2018, asamended,andis fully harmonisedwith the latestEUdirectiveson
assetmanagement,transparencyandinvestorprotection.

Registered Alternative Investment Funds (RAIFs)

An AIFwhich complieswith the provisionof SectionVIII of the Alternative
InvestmentFundsLawof 2018ςɿ.124(I) 2018, asamended.

RAIFsdo not require licensingor authorisationby CySEC, providedthey are
externallymanagedand therefore supervisedby CySECat the level of the
investmentmanager.

AIFs may be exempted from the requirement to appoint a depositary
(subjectto approvalby the CySEC) providedoneor moreof the followingare
applied:

Á Assetsundermanagementdo not exceedϵ5 million; or

Á Thereare only few investors(no more than 5) and their number is not
expectedto increasein the future; or

Á Theassetsundermanagementof the AIFdo not includeassetssubjectto
custody (e.g. real estate) which exceed10% of the total value of the
portfolio, the total numberof investorsis limited to 25 physicalpersons,
andthere isa minimuminvestmentamountisϵ500.000per investor.

AnAIFmayoperateasa RAIFprovidedthat all of the followingareapplied:

Á Externallymanagedby either an AIFM, a sub-threshold AIFM,a MiFID
investmentfirm or a UCITSmanagementcompany;

Á Exclusivelyaddressedto professional/wellinformedinvestors;

Á The Instruments of Incorporation/Rulesexpressly indicate that it is
subjectto the applicationof the provisionof PartVIIIof the Law;

Á It is registered in the special Register maintained by CySEC(RAIF
Register).
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UCITS

Regulatory
Framework

The Open - Ended 
Undertakings for 
Collective Investments 
Law of 2012 (Law N78 (I) 
2012, as amended)

The Alternative 
Investment Funds Law of 
2018 (N.124 (I) 2018, as 
amended)

The Alternative 
Investment Funds Law of 
2018 (N.124 (I) 2018, 
Section VII, as amended)

The Alternative 
Investment Funds Law of 
2018 (N124 (I) 2018, 
Section VII, as amended)

The Alternative 
Investment Funds Law of 
2018 (N.124 (I) 2018, 
Section VIII, as amended)

Regulator CySEC CySEC CySEC CySEC CySECis supervising the 
w!LCΩǎ !ƭǘŜǊƴŀǘƛǾŜ 
Investment Fund 
aŀƴŀƎŜǊ όάAIFMέύ

Legal form ÁVariable Capital 
Investment Company 
όάVCICέύ

Á/ƻƳƳƻƴ CǳƴŘ όάCFέύ

ÁVCIC

ÁFixed Capital 
Investment Company 
όάFCICέύ

ÁCF

ÁLimited Partnership 
όάLPέύ ǿƛǘƘ ƻǊ ǿƛǘƘƻǳǘ 
separate legal 
personality

ÁVCIC

ÁFCIC

ÁLP with or without 
separate legal 
personality

ÁVCIC

ÁFCIC

ÁLP with or without 
separate legal 
personality

ÁVCIC

ÁFCIC

ÁCF

ÁLP with or without 
separate legal 
personality

Eligible asset 
categories

ÁTransferable securities

ÁMoney market 
instruments

ÁOpen ended collective 
investment schemes

ÁDeposits with eligible 
credit institutions

ÁFinancial derivative 
instruments

No restrictions No restrictions No restrictions No restrictions except 
when the RAIF is not 
managed by an AIFM, 
whereby:

Áthe RAIF must invest at 
least 70% in non-liquid 
assets; and

Ámust be closed-ended

AIF, unlimited number 
of investors

AIF with limited 
number of investors 
όάAIFLNPέύ

AIFLNP operating 
without a depositary

wŜƎƛǎǘŜǊŜŘ !LC όάRAIFέύ
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UCITS

Minimum initial 
capital

Áϵ200.000 if externally 
managed

ÁϵоллΦллл ƛŦ ǎŜƭŦ-
managed (applies to 
each investment 
compartment when the 
UCITS is established as 
an umbrella fund)

ÁNo requirement if 
externally managed

ÁϵмнрΦллл ƛŦ ǎŜƭŦ-
managed (applies to 
each investment 
compartment when the 
AIF is established as an 
umbrella fund)

ÁNo requirement if 
externally managed

ÁϵрлΦллл ƛŦ ǎŜƭŦ-
managed

ÁNo requirement if 
externally managed

ÁϵрлΦллл ƛŦ ǎŜƭŦ-
managed

No requirement

Assets under 
management 
�~�ÂuM�_�•

No threshold aƛƴƛƳǳƳΥ ϵрллΦллл

Maximum: N/A 
(restrictions may exist 
depending on 
investment policy and 
type of investors)

aƛƴƛƳǳƳΥ ϵнрлΦллл

aŀȄƛƳǳƳΥ ϵмлл Ƴƛƭƭƛƻƴ 
including leverage, or 
ϵрлл Ƴƛƭƭƛƻƴ όр ȅŜŀǊ 
lockup without leverage)

aƛƴƛƳǳƳΥ ϵнрлΦллл

aŀȄƛƳǳƳΥ ϵмлл Ƴƛƭƭƛƻƴ 
including leverage, or 
ϵрлл Ƴƛƭƭƛƻƴ όр ȅŜŀǊ 
lockup without leverage)

aƛƴƛƳǳƳΥ ϵрллΦллл

Maximum: N/A 
(restrictions may exist 
depending on 
investment policy and 
type of investors)

Net Asset 
Valuation 
�~�^�E���s�_�•

At least every fortnight 
on the first business date

At least twice per year At least twice per year At least twice per year At least twice per year

No. of investors Unlimited Unlimited Җ рл Җ р Unlimited

Eligible
investors *

ÁProfessional

ÁWell informed

ÁRetail

ÁProfessional

ÁWell informed

ÁRetail

ÁProfessional

ÁWell informed

ÁProfessional

ÁWell informed

ÁProfessional

ÁWell informed

Investor shares Freelytransferable Freelytransferable Freely transferable 
provided that their 
transfer does not result 
in >50 investors

Freely transferable 
provided that their 
transfer does not result 
in more than 5 investors

Freely transferable

AIF, unlimited number 
of investors

AIF with limited 
number of investors 
όάAIFLNPέύ

AIFLNP operating 
without a depositary

wŜƎƛǎǘŜǊŜŘ !LC όάRAIFέύ

* As per definition set out in legislation


