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Questionnaire on Foundations & Charitable Institutions 

October 29, 2014 

Questions and answers on various issues in relation to foundations and charitable 
institutions including, amongst others, on the legal types of foundations, the purposes 
which can be pursued by foundations, the requirements for the setting up of a 
foundation (procedure, registration, approval), the application documents required in 
order to set up a foundation or charitable institution, specific criteria and minimum 
founding capital required to register a foundation, the liability of the foundation and its 
organs, limitations in civil and/or in tax law regarding foundations’ asset management 
etc. 

1. Does the jurisdiction have a basic legal definition of a foundation (Description 
where applicable)? What different legal types of foundation exist (autonomous, 
non-autonomous without legal personality, civil law, public law, church law, 
corporate foundations, enterprise foundations)? 

Under Cypriot law there is no specific legislation for foundations and thus no legal 
definition is provided. However, there exist various kinds of foundations under different 
laws which have been enacted through the years. 

Charitable Trusts: These are governed by the Charities Law, Chapter 41. There is no 
satisfactory legal definition of what is meant by “charity” and thus reference is made 
to case law in interpreting the term. 

Societies and Associations: These are governed by the Societies and Associations 
Law 57/72. The Council of Ministers appoints a Registrar regulating the registration of 
Societies and Associations (hereinafter referred to as the “Registrar”). 

A Society is defined in the 1972 Law as an organised association of at least twenty 
people for the accomplishment of non-profitable purposes. An Association is defined 
in the 1972 Law as an allocation of assets which are dedicated in serving a specific 
purpose. 

Companies Limited by Guarantee: These are governed by the Companies Law, 
Chapter 113. In the majority of cases these Companies are incorporated as non-profit-
making organisations under section 20 of Chapter 113. The liability of each member 
is limited to the amount agreed between the members and which is contained in the 
Memorandum of Association. Thus, as opposed to companies limited by shares, the 
members of a Company Limited by Guarantee may not need to provide their 
contribution in advance but only if required at a later stage (in the event that the 
company goes into liquidation). 
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2. What purposes can foundations pursue? 

Charitable Trusts: These comprise trusts set up for public benefit purposes such as 
relief of poverty, advancement of religion, education, literature, science and any other 
purposes that are considered to be beneficial to the community. 

Societies: Societies can pursue both public and private benefit purposes as specified 
in their respective Articles of Association. These purposes may be amended at any 
time by amending the Articles of Association following the procedure prescribed in the 
Law. 

Associations: Similar with Societies, Associations can pursue both public and private 
purposes depending on the intention of the founder. The purposes of each Association 
must be set out in the Act of Incorporation. 

Companies Limited by Guarantee: Such companies can pursue both public and 
private purposes. Although it is possible for such entities to pursue business or other 
related purposes, nevertheless, Companies Limited by Guarantee are mostly 
established and used for educational, literally, scientific and other beneficial purposes 
for the public. 

3. What are the requirements for the setting up of a foundation (procedure, 
registration, approval)? What application documents are required? Are there 
any other specific criteria for registration? 

The requirements vary depending on the type of the foundation to be set up: 

Charitable Trusts: The trustee of any charitable institution submits an application to 
the Council of Ministers for the registration of the institution as a legal entity. The 
Council of Ministers will issue a certificate of registration if it considers it to be 
appropriate and subject to such terms and conditions as the Council of Minister may 
impose (Article 2 of Chapter 41). No minimum capital requirements exist in relation to 
Charitable Trusts. Charitable trusts can also be set up under the International Trusts 
Law, provided one of the main purposes of the trust is the relief of poverty, the 
advancement of education, or the advancement of religion or any other purposes 
beneficial to the public as a whole and need not be registered under the provisions of 
any legislation. 

Societies: A Society shall have a minimum of twenty members and a specific 
nonprofitable purpose. It must be registered with the Registrar (in charge of these 
matters) by submitting an application accompanied with the Incorporation Act, its 
Articles of Association dated and signed by all members, the names and addresses of 
its board members, its logo/emblem, and a description of the immovable and movable 
property which such society holds at the time of the submission of the application. The 
relevant application may be submitted either by the founders or the board of directors 
of the society. Upon the issuance of the registration certificate by the Registrar, the 
Society becomes a legal entity. A relevant entry confirming the registration of the 
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Society will also be made with the Official Gazette (governmental official gazette) and 
this will be considered as conclusive evidence of the proper registration of the Society. 

Associations: An Association must be registered by an act of incorporation with the 
Registrar in the Register of Associations. The Act of Incorporation includes the name 
and objectives of the Association, as well as its seat, the property appropriated, and 
the names and addresses of the members of its management. These items usually 
reflect the founder’s wishes. Associations do not have have minimum capital 
requirements. A registration Certificate will be issued by the Registrar (bearing its 
signature) confirming the proper establishment of the Association. 

Companies Limited by Guarantee: They are set up in the same manner as any other 
type of company as provided under the Cyprus Companies Law, Chapter 113. 
Companies limited by guarantee may be registered with or without share capital. A 
Company Limited by Guarantee must file its Articles and Memorandum of Association, 
together with details of its members, directors, secretary and registered address with 
the Company Registrar (such information will be contained in the relevant HE forms 
and will accompany the Memorandum and Articles of Association). The number of 
members that the company is intended to be registered with must be stated in the 
relevant constitutional documents. There are various restrictions applicable in relation 
to private companies the most relevant (in our case) of which is the right to have more 
than fifty members. Consequently, if there is a possibility that the company may at 
some point have more 3 than fifty members, the initial founders may consider 
incorporating a public company limited by guarantee in which case the above 
mentioned restriction will be inapplicable. 

4. Is State approval required (approval by a State Supervisory Authority 
with/without discretion? Registration with a state authority or court? 
Notarisation by a Notary public)? 

Charitable Trusts: The approval of the Council of Ministers is required pursuant to 
section 2 of Chapter 41. 

Societies and Associations: The approval of the Registrar is required. 

Companies Limited by Guarantee: Companies need to be registered and approved by 
the Companies Registrar. The Companies Registrar may also give permission to omit 
the word “limited” at the end of the company’s name, if it is satisfied that the company 
is established for public benefit and uses its profits for the promotion of its objectives 
and prohibits payment of dividends to its members. 

5. Do foundations have to register? If yes, in what register? 

Foundations must be registered with the Council of Ministers. 

a) If foundations are registered, what information is kept at the register? 
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• The objectives of the foundation and the regulations for its operation, 
together with any agreement or will or any other document by which the 
foundation was established; 

• Description of the property of the foundation; 

• The names with full details of the trustees of the foundation; 

• The name of the foundation; and 

• The stamp. 

b) If foundations are registered, is the register publicly available? 

The register of foundations is not publicly available 

6. Is a minimum founding capital required? Is the foundation required to 
maintain these assets or any other specified asset level throughout its lifetime? 

There are no minimum capital neither any maintenance of assets requirements. 

7. What governance requirements are set out in the law? 

Charitable Trusts 

Before the Council of Ministers can grant a certificate of registration to a Charitable 
Trust, the trustees must have been effectively appointed under the terms of any 
agreement, will or any other document that establishes the Charitable Trust to the 
satisfaction of the Council of Ministers (section 5(1) of Chapter 41). Every five years 
the trustees must submit a report to the Administrative Secretary with the names and 
addresses of the trustees. The trustees are personally responsible for the property of 
the charity that comes into their hands and are accountable for their own acts, as well 
as for the proper administration of the charity and its property. 

Societies 

The Articles of Association of a Society specify, inter alia, the conditions for admitting 
or expelling a member, the members’ rights and duties, the organs of management, 
the manner of their establishment and functioning, the dismissal of the organs, and 
the manner of auditing the Society’s accounts. Societies are managed by persons 
elected or appointed by members 

The meeting of members constitutes the supreme organ of the Society and, unless 
the Articles of Association provide otherwise, such meeting itself may: 

• Elect the members of the management 

• Nominate the auditors of the accounts; 



     
 

5 

 

• Decide on the admission or expulsion of a member 

• Decide on the approval of the balance sheet; and 

• Decide on the alteration of the Society’s objectives, the amendment of the 
Articles of Association and the dissolution of the Society. 

Associations 

Associations are managed by one or more persons and any decisions are taken on a 
simple majority basis, unless there are other specific provisions (e.g. certain reserved 
matters) in the Act of Incorporation or Articles of Association. The person in charge of 
the management shall attend to the affairs of the Association and shall represent it 
both in and out of court. The extent of their authority is specified in the Articles and 
any limitation is also valid as against third parties. The members of the management 
must keep accounting books which show all the transactions of the Association which 
must be audited by a certified auditor and which must be submitted to the Registrar. 
The Cyprus courts have the right at any time to perform checks on the accounts of an 
Association as well as to any other related document. 

Companies Limited by Guarantee 

Such a company (with or without share capital) is managed by its board of directors 
and the provisions of Chapter 113 apply. The Articles of Association may lawfully 
impose restrictions or conditions not otherwise contained in the Companies Law as 
long as such matters do not contravene the law. A condition in the Articles requiring 
the consent of the 5 members for the purchase of assets exceeding €10,000 (the 
Companies Law does not deal with such matters) would be perfectly valid whilst the 
amendment of the Articles so as to provide a right to the directors alone to be able to 
liquidate the company or change the name of the company would not (as these are 
matters for which the law reserves for the shareholders). 

a) Is it mandatory to have a supervisory board? 
There is no such requirement. 

b) What are the requirements concerning board members? Is a minimum/maximum 
number of board members specified? What are the rules concerning appointment of 
board members? And their resignation/removal? 

Companies Limited by Guarantee: The number of directors is a matter which is 
regulated by the Articles of Association of the company and not the Companies Law. 
Depending on the Articles of Association a director may be appointed either by the 
shareholders (ordinary resolution) or by the board of directors in order to fill a vacancy 
(provided always that the appointment by the directors will not exceed the maximum 
number of directors set out in the Articles). As regards the removal of any Director, the 
Company may remove a director by an ordinary resolution irrespective of any 
provisions contained in the Articles of the Company. 
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Societies/Associations and Charitable Trusts: There is no minimum requirement 
contained in the relevant legislation. Therefore, the appointment/removal of board 
members/trustees will be regulated by the Articles of Association or the trust 
instrument. 

c) What are the duties and what are the rights of board members, as specified by 
national legislation? 

Charitable Trusts: The trustees have fiduciary duties and are liable for any omissions 
or negligence and are also liable for any property that is under their control. 

Societies/ Associations: They have fiduciary duties and their rights and obligations are 
specified in the Articles of Association. 

Companies Limited by Guarantee: The directors are entrusted with the management 
of the company. The Companies Law imposes certain obligations on the directors 
requiring them to act and carry out certain functions, and places restrictions on certain 
other acts. The Companies Law does not set out in detail the powers and duties of the 
directors, which are left to the Articles of Association and case law. The duties of the 
directors can be broken down to (a) the duty to act in good faith and in the interests of 
the Company and to use their powers for the purposes which they were conferred; (b) 
the duty of skill and care; and (c) statutory duties (e.g. maintaining various registers, 
convening general meetings etc). 

d) What are the rights of founders? Can fundamental decisions, such as change of 
purpose, be made at the discretion of the founder? What are the legal requirements in 
such circumstances? 

The relevant legislation's do not provide for any particular rights of the founders. The 
settlor of the trust has the right to change the trustees. 

e) What are the rights of beneficiaries (e.g. right of information)? 

Charitable Trusts/ Societies/ Associations and Companies Limited by Guarantee: 
These are not specified in the Law. In case of Companies Limited by Guarantee, the 
members participate in Annual General Meetings where they can make enquiries 
and/or request documents in relation to the Company. 

f) What rules are in place to ensure against conflict of interest? What is the legal 
definition of a conflict of interest under your legislation? How is self-dealing prohibited? 

Company limited by Guarantee: The director is under the obligation not to put himself 
in a conflict with his duties towards the company. The Articles of Association usually 
contain provisions as to how to disclose a conflict and what procedures and conditions 
need to be followed to determine whether a director is able vote on a specific issue or 
not. 
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Societies/ Associations/Charitable Trusts: There is no definition in the relevant 
legislation. As they have fiduciary duties they have an obligation not to put themselves 
in a conflict of interest situation. Self-dealing is also prohibited unless permitted by the 
trust instrument. 

g) Can staff (director and/or officers) participate in decision making? How and to what 
extent? 

Company limited by Guarantee: The directors are entrusted with the day-to-day 
running of the company and participate in decision making in accordance with the 
Articles of Association. 

Societies/ Associations/Charitable Trusts: The board members and trustees are 
entrusted with the management and participate in decision making. 

8. Who can represent a foundation towards third parties? Is this specified in law 
or is it up to the statutes of the organisation? 

Foundations are represented towards third parties by their trustees. 

a) Do the director and officers have powers of representation? 

Yes. 

9. Liability of the foundation and its organs 

Charitable Trust: The trustees are responsible for all the property of the trust that 
comes into their hands and are answerable and accountable for their own acts and for 
the proper administration of the charity and its property. 

Societies: A Society shall be liable for any legal transactions carried out by any 
member of the management of the Society, acting within the powers conferred to the 
said member. Furthermore, the Society is liable for the acts or omissions of the 
members that are representing it where these have occurred in the course of carrying 
out their duties. The member at fault is also personally liable. There may be instances 
where the Society may be liable for the acts or omissions of a member of the 
management which have been carried out in excess of the powers conferred to such 
member. 

Associations: An Association shall be liable for any legal transactions that have been 
carried out by the organ managing the Association within the limits of the organ’s 
powers. The Association shall also be liable for any acts or omissions of the organ 
representing it where these have taken place during the carrying out of these duties 
entrusted to it. The person at fault shall also be liable in full. There may be instances 
where an Association may be liable for the acts or omissions of any of its members 
which have been carried out in excess of the powers conferred to such member. 
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Companies Limited by Guarantee: A company limited by guarantee is a limited liability 
company. Each member undertakes to contribute to the assets of the Company in the 
event of its being wound up while he is a member, or within one year after he ceases 
to be a member, for payment of the debts and liabilities of the Company contracted 
before he ceases to be a member but not exceeding a specified amount (section 4(3) 
of Chapter 113). The board of directors has certain powers and obligations imposed 
by the Companies Law some of which are detailed in the Articles of Association of the 
company. Agency principles mentioned above in relation to Societies and Associations 
apply equally in the case of Companies Limited by Guarantee. 

a) What is the general standard of diligence for board members? Does your country 
differentiate between voluntary (unpaid) and paid board members? 

There is no difference in the liability between unpaid and paid board members, and 
the members are obliged to serve the foundation/association/company, act in good 
faith and to protect and promote its interests. 

b) Is there a “business judgment rule”, giving a board member a “safe harbour”, if 
she/he (1) acts on an informed basis; (2) acts in good faith, (3) acts in the best interests 
of the corporation, (4) does not act out of self-interest (duty of loyalty concept plays a 
role here), and (5) is not wasteful? 

No. 

c) What is the liability of executive staff?  

Directors/officers are liable for any act or omission which is in contradiction with the 
powers and purposes of the company/society/institution/trust and for breach of any 
provisions of the relevant legislation. 

d) Can the founder modify the standard of diligence for board members in the 
foundation’s statutes? 

There is no such restriction in the law, however, it is unlikely for such power to be 
available for the founder. 

10. Are economic activities1 allowed (related/unrelated)? If so, is there a 
ceiling/limit on economic activities (related/unrelated)? 

There are no restrictions in the law but the common law principle is that the property 
must be used: 

In the case of a Charitable Trust, for the purposes of the Foundation (whether specific 
or not) or for the purposes for which it was set up. 

In the case of a Society, for the objectives provided under its statutes which have to 
be of a non-profit nature. 
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In the case of an Association, for the purpose for which its founder set it up 

In the case of a Company Limited by Guarantee, for the activities stipulated in its 
Memorandum of Association. 

11. Are foundations permitted to be major shareholders? 

There is no specific restriction in the Law; provided, however, that (i) the purpose for 
which the Foundation was set up is observed, (ii) funds received from such action 
would not be used or applied for profit making purposes, and (iii) such action would 
not contradict the Articles of the Foundation, foundations could be permitted to be 
major shareholders. 

12. Are there any rules/limitations in civil and/or in tax law regarding 
foundations’ asset management? What, if any, types of investment are 
prohibited? 

Please see response at question 10 and 11. 

13. Are foundations legally allowed to allocate grant funds towards furthering 
their public benefit purpose/programmes which (can) also generate income 
(recoverable grants; low interest loans; equities)? 

Please see response at question 10 and 11. 

14. What are the requirements for an amendment of statutes/amendment of 
foundations purpose? 

Charitable Trusts: Since they are set up for a specific purpose, that purpose cannot 
be amended and there is no provision in the law regarding this. In the unlikely event 
that such an issue may arise, it must be referred to the Supreme Court which has the 
power and the jurisdiction to “give all such directions and make all such orders as may 
appear to it necessary or expedient for the administration of any trust created for a 
charitable purpose”. 

Societies: The Articles of Association of a Society shall provide the conditions for 
amending the Articles, including its objectives. To be valid, every such amendment 
must be filed within 21 days in the Register. 

Associations: In general, the purpose for which an Association has been founded 
cannot be amended. This can only occur exceptionally by court order if it can be shown 
that the will of the founder has become unattainable and another incidental purpose 
may be given to the Association according to the most probable will of the founder. 
Companies Limited by Guarantee: This is achieved by amending the Company’s 
Memorandum of Association by a special resolution approved by the court. 
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Companies Limited by Guarantee: This is achieved by amending the Company’s 
Memorandum of Association by a special resolution approved by the court. 

15. What are requirements with regard to reporting, accountability, auditing? 

Charitable Trusts: The trustees of a Charitable Trust may keep books where they shall 
enter all the accounts of the Trust, including all monies received and paid, and 
furthermore at the end of every year they must prepare and submit to the 
Administrative Secretary the following accounts which must be certified by one of the 
trustees:  

• An account of the gross income arising or which ought to have arisen for 
the benefit of the charity during the year ending on 31 December; 

• An account of the gross income arising or which ought to have arisen for 
the benefit of the charity during the year ending on 31 December; 

• An account of all balances on hand at the beginning of every year, and all 
moneys received during the same year, on the account of the charity; 

• An account for the same period of all payments; and 

• An account of all monies owed to or by the charity as far as is conveniently 
possible (section 10 of Chapter 41) 

The Council of Ministers may at any time request the accounts of the Charitable Trust 
to be audited by the Director of Audit or other such person as the Council may deem 
fit to appoint (section 11 of Chapter 41). 

Societies: Unless the Articles of Association provide otherwise, the meeting of 
members is the reporting body within a society, including the taking of decisions in 
relation to the appointment of auditors and approval of the accounts. 

Associations: The reporting body within an Association are the members of its 
management who are also obliged to keep accurate and complete accounts. The 
accounts of the Association must be audited by a certified auditor whose report is filed 
with the Registrar. The Court has the discretion at any time to order the audit of the 
accounts of an Association and such an audit is carried out by the Auditor-General of 
the Republic and any such other person authorized by the Court. 

Companies Limited by Guarantee: A Company must file its annual audited accounts 
and its annual returns with the Company Registrar. The annual audited accounts must 
also be filed with the Income Tax Department. The Accounts must meet the 
International Financial Reporting Standards. 

a) What type(s) of report must be produced? 

• annual financial report, 
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• public benefit/activity report, 

• tax report/tax return, 

• other reports e.g. on 1% schemes). 

Charitable trusts: At the end of each financial year, the following accounts and reports 
must be prepared: Gross Income report, amounts brought forward at the beginning of 
the financial year, expenses account, accrued and receivables account. 

Associations: At the end of each financial year, the accounts and the following reports 
must be prepared and be submitted to the Commissioner of Associations within 1 
month from the day of completion: Gross Income report, amounts brought forward at 
the beginning of the financial year, expenses account, accrued and receivables 
account. The accounts must be audited. 

Companies Limited by Guarantee: At the end of each financial year, accounts and 
annual returns of the Company must be prepared. 

b) Must all/any of the reports produced by the foundation be submitted to the 
supervisory authorities? If so, to which authorities (e.g. foundation authority, tax 
authority)? 

Please see responses to questions 15(a) and (c). 

c) Are the reports checked/reviewed? By whom (supervisory/tax authorities)? 

The Minister of Interior, the Registrar of Companies and the Commissioner of Inland 
Revenue. 

d) What are the legal requirements concerning external audit? Is external audit 
required by law for all foundations? 

The International Financial Reporting Standards (IFRS) are applicable. External audit 
is required for Associations and Companies Limited by Guarantee. The Council of 
Ministers may at any time request the accounts of a Charitable Trust to be audited. 

e) By whom should audits be undertaken? Do requirements/guidelines exist regarding 
international and national auditing agencies and standards? 

Please see reply above. IFRS will be applicable. 

f) Do any or all of the reports and/or accounts of foundations need to be made publicly 
available? If so, which reports and where (website, upon request) 

No annual reports / accounts of foundations need to be made publicly available. 

16. Supervision (which authority – what measures / sanctions?) 
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The relevant legislation does not provide for any regulatory or supervisory control of 
foundations. The laws under which foundations are established merely impose filing 
or regulatory requirements on an annual basis. 

a) Does the supervisory authority comprise of a public administrative body, a public 
independent body, a combination of a governmental body and a court, or a public body 
and an independent body? 

Charitable Trusts/Societies/Associations: The Ministry of Interior. 

Companies limited by Guarantee: The Registrar of Companies. 

b) What is the extent of the supervision? Does the body review reports and make 
inquiries? Are public benefit organisations subject to inspection? 

The relevant legislation does not provide for any regulatory or supervisory control of 
foundations. The laws under which foundations are established merely impose filing 
or regulatory requirements on an annual basis. 

c) Is approval from the authority required for certain decisions of the Board of 
Directors? 

Yes, certain decisions need approval, such as a decision of the members to change 
the name of a company limited by guarantee. 

d) Is it mandatory to have a state supervisory official on the board? 

There is no such requirement. 

e) What enforcement measures are in place (including compliance measures and 
sanctions for non-compliance) concerning registrations, governance, reporting, and 
public benefit status? 

Companies Limited by Guarantee: The Company and/or directors or officers who do 
not comply with the relevant legislation could be liable to a fine or imprisonment or 
both depending on the particular offence and/or omission. 

Charitable Trusts: The board members could be liable for any omissions, negligence, 
or any other act in contradiction with the purposes of the trust and could also liable for 
any property that is under their control. 

Societies/Associations: Any officer who participates in the management/governance, 
and contributes towards a task which is illegal and/or undermining public security or 
public health, may be found liable. 
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Directors or officers who do not comply with matters concerning registration, 
governance, reporting and public benefit status could be liable to a fine or 
imprisonment or both depending on the particular offence and/or omission. 

17. When and how does a foundation dissolve? 

Charitable Trusts: They may continue in perpetuity or when the trustees declare that 
the specific purpose for which the trust was set up has been accomplished. 

Societies: A Society can be dissolved: 

• At any time by a decision of the meeting of members – this requires the 
presence of at least one-half of the members plus one and the majority of 
three-quarters of those present; 

• If the membership is reduced below twenty; 

• By decision of the court on the application of the Society’s management or 
of one-fifth of its members or a decision of the Attorney-General of the 
Republic if: 

(i) It becomes impossible to elect a management; 

(ii) It becomes impossible to continue the Society in accordance with 
its statutes; 

(iii) The objectives of the Society have been fulfilled; 

(iv) There has been a very long period of inactivity leading to the 
presumption that the objectives of the Society has been 
abandoned; 

(v) The Society pursues an objective which it different from that 
stipulated by its statutes; and 

(vi) The objectives of the Society have been declared illegal. 

The liquidation shall be carried out by the management of the Society (unless the law 
provides differently or the responsible organ decides differently), otherwise a liquidator 
shall be appointed by the court. 

Associations: An Association shall be dissolved: 

• If such events as stipulated in its act of incorporation have occurred; or 

• By order of the court if: 

(i) The objectives of the Association have been fulfilled; 

(ii) The objectives of the Association have been rendered unattainable; 
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(iii) The Association has deviated from its objectives; and 

(iv) Its objectives and operation have become illegal. 

(v) The liquidation shall be carried out by the management of the 
Association (unless the law provides differently or the responsible 
organ decides differently), otherwise a liquidator shall be appointed 
by the court. 

If it is not otherwise provided in the law or in the act of incorporation of the society or 
if no decision has been taken by the relevant organ, the property of the dissolved 
institution shall be vested in the government of Cyprus which shall be obliged to carry 
out the objective of the Association or another identical objective by using that 
property. 

Companies Limited by Guarantee: A company may be wound up in the following ways: 

• by the Court; or 

• voluntary (which can be either a members' voluntary winding up or a 
creditors' voluntary winding up); or 

• subject to the supervision of the Court. 

A company may be wound up by the court if (a) the company has by special resolution 
resolved that it be wound up by the Court; (b) default is made in delivering the statutory 
report to the registrar or in holding a statutory meeting; (c) the company does not 
commence its business within a year from its incorporation or suspends its business 
for a whole year; (d) the number of members is reduced, in the case of a public 
company, below seven; (e) the company is unable to pay its debts; or (f) the court is 
of opinion that it is just and equitable that the company should be wound up. 

A company will be deemed to be unable to pay its debts in the following situations: 

• if the company is indebted to a creditor in a sum exceeding €854 which is 
due, and the creditor has served on the company, by leaving it at the 
registered office of the company, a demand under his hand requiring the 
company to pay the sum so due and the company has for three weeks 
thereafter neglected to pay the sum or to secure or compound for it to the 
reasonable satisfaction of the creditor; 

• if execution or other process issued on a judgment, decree or order of any 
court in favor of a creditor of the company is returned unsatisfied in whole 
or in part; or 

• if it is proved to the satisfaction of the court that the company is unable to 
pay its debts, and, in determining whether a company is unable to pay its 
debts, the court will take into account the contingent and prospective 
liabilities of the company. 
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In all cases in which a company is solvent we are concerned only with a members' 
voluntary winding up which is still a complicated and time consuming exercise and 
various conditions and requirements as set out in the law will need to be observed. In 
a nutshell, such process entails the realization of all assets of the company and the 
proceeds will be distributed to the creditors and if there is any surplus, this will be 
provided to its members. It is common that the Articles of a Company Limited by 
Guarantee will contain restrictions on the allocation of available surplus to its 
members. 

Another procedure available is the so called “strike off” procedure. This is a “simplified 
way” of dissolving a company and is utilised when a company does wish to carry on 
business in the future. Various requirements set out in the Companies Law will, again, 
need to be observed. Unfortunately, there is considerable delay on the part of the 
Companies Registrar in effecting a striking off of a company (such delay may exceed 
2 – 3 years). 

18. Under what conditions does the civil law in your country recognise a foreign 
foundation? 

As long as a foundation is registered in any EU country, it may carry out activities in 
Cyprus. 

19. Does the civil law in your country allow a foundation to conduct (some or 
all) activities (grant-making, operating, asset administration, fundraising) 
abroad? Is there any limitation? 

Yes, a foundation may conduct activities abroad and there are no limitations. 
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