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Chapter 7

CYPRUS
Menelaos Kyprianou1

I

OVERVIEW

Although Cyprus has a relatively low level of domestic fraud cases, such cases are increasingly
arising from the international business activities that are carried out here. The island has
developed into a regional business and financial centre mainly because it has a wide network
of treaties with other countries for the avoidance of double taxation. Cyprus international
business commonly involves setting up a range of complex corporate structures with different
layers of entities situated in multiple jurisdictions, and cross-border transactions involving
counterparties spread across different parts of the world. The courts and the relevant state
authorities are, therefore, now often called upon to offer assistance and remedies to foreign
victims of fraud whose assets have ended up in Cyprus.
Victims of dishonesty can seek redress in Cyprus through the civil or criminal
jurisdiction of the courts or with the assistance of state authorities. As regards the legal
system, the principles of common law and of equity are followed very closely by the Cyprus
courts, and all of the means available to a victim of fraud in England and other common law
countries are also available in Cyprus.
In the Supreme Court of Cyprus judgment in Avila Management Services Limited and
another v. Stepanek and others,2 which concerned a disclosure application in the context of an
international fraud case, it was stated that:
The common law, dynamic and flexible as it is, aided always by the principles of equity, has never
stopped evolving, falling back and adapting itself to the current demands of the economic and social
nature of society. Through the judgments of outstanding lawyers, the base that provides the armoury or
the shield against the rapidly developing local and worldwide situations has continuously developed,
slowly, carefully and steadily.

The common law and the principles of equity are expressly stated in Section 29 of the Courts
of Justice Law3 as sources of law to be applied by the Cyprus courts in the exercise of their
civil and criminal jurisdiction, and the above excerpt shows the respect with which Cyprus
courts follow these principles in practice.
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Moreover, as a member of the EU, Cyprus has adopted into its legal system legislation
aimed at the prevention and investigation of criminal fraud offences and that provides for
the exchange of information with other countries. Cyprus has also entered into a number of
relevant international conventions and bilateral treaties.
II

LEGAL RIGHTS AND REMEDIES

i

Civil and criminal remedies

Beyond the obvious personal actions that are available for damages sustained as a result of
fraudulent activities or for unjust enrichment, the Cyprus courts, in their civil jurisdiction,
also recognise proprietary principles. Restitution can, therefore, be ordered of assets that are
identifiable as proceeds of a crime. Trust principles are also recognised and applied by the
Cyprus courts. A person may, therefore, be deemed to hold assets as a constructive trustee
for the victim of a fraud. In the Supreme Court of Cyprus judgment in Pirillos v. Konnari,4 it
was stated, citing English authorities on the point, that: ‘The principle is that where a person
holds property in circumstances in which in equity and good conscience it should be held
or enjoyed by another, he will be compelled to hold the property in trust for that other.’ In
the subsequent case of Tsaggaris v. Gavriilides and others,5 the Supreme Court, citing Pirillos,
confirmed that a plaintiff can rely on the principles relating to the creation of a constructive
trust to recover assets that are in the form of immovable property.
As will be seen in more detail below, the civil courts also have the power to issue freezing
injunctions over assets situated in Cyprus and abroad. They can also issue disclosure orders
against defendants and against innocent third parties in order for wrongdoers to be revealed
and for assets to be traced. Under certain circumstances, these freezing and disclosure orders
can be issued to support proceedings that have been filed or will be filed abroad.
In the field of criminal law, the Unit for Combating Money Laundering (MOKAS) is
a multidisciplinary unit established within the structure of the Law Office of the Republic
and is composed of officials from the Attorney General’s office, the police and the Customs
and Excise Department, as well as of financial experts. It has been set up and given powers on
the basis of the Prevention and Suppression of Money Laundering and Terrorist Financing
Law 20076 and its amendments7 (AML Law). The AML Law is in accordance with Council
Directive 91/308/EEC of 10 June 1991 and Directive 2001/97/EC of the European
Parliament and of the Council of 4 December 2001 on prevention of the use of the financial
system for the purpose of money laundering.
The AML Law criminalises the laundering of illegal funds that derive from criminal
activities that are punishable with terms of imprisonment exceeding one year (described
in the AML Law as prescribed offences), and requires all financial institutions, investment
companies, insurance companies, lawyers, accountants and estate agents to apply strict
procedures so that their services are not used for money laundering purposes.
On the basis of the AML Law, MOKAS has the power, in the context of any investigation
that it is conducting, to ask the courts for the issuance of a disclosure order that can be
addressed to any person, including banks, that may have in its possession information related
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to the investigation. It can also ask the courts, on an ex parte basis, for an order freezing assets
that may have derived from money laundering. This includes the issuance of freezing orders
against suspects outside the jurisdiction.
Moreover, the AML Law gives MOKAS the power to confiscate the proceeds from the
commission of prescribed offences and, prior to this, to issue restraint or charging orders in
relation to them.
The AML Law also provides for the enforcement of foreign orders under certain
circumstances, and the cooperation of Cyprus with countries with which it has entered into
conventions or bilateral agreements and with Member States of the European Union.
ii

Defences to fraud claims

Under Cyprus law, a plaintiff’s equitable title to property is defeated and the right to trace is
lost in the following circumstances: if the property reaches the hands of a bona fide purchaser;
or if it would be inequitable to allow the plaintiff to trace the assets. The usual example here
is where a person, after receiving the assets, changes his or her position in a way that would
make it unjust for him or her to be ordered to return these; and if the claimant’s property
disappears or is mixed up with that of the defendant, thereby forming a new product.
As regards time limits, a claim based on a tort must be filed within six years from when
the cause of action arose. Where there is fraud, however, time starts to run from the moment
that the plaintiff became aware of the relevant facts or could, with reasonable diligence, have
become aware of these.
III

SEIZURE AND EVIDENCE

i

Securing assets and proceeds

As one would expect given the common law influence on the Cyprus legal order described
above, the means that are available to a victim of dishonesty in England and other common
law countries to secure assets and proceeds and to obtain evidence are available in Cyprus,
too. Indeed, if in its evolving nature the common law made available new means to these
victims, it is likely that the Cyprus courts would soon follow suit.
Injunctions freezing the assets of a defendant
Injunctions freezing the assets of a defendant until the conclusion of main proceedings that
have been filed against him or her can be issued ex parte on the combined basis of Section 32
of the Courts of Justice Law8 and Section 9 of the Civil Procedure Law. Essentially, for a court
to issue such an injunction it must be satisfied that the matter is urgent, that the applicant
has a strong prima facie case against the defendant and that, if the injunction is not issued, it
will be difficult or impossible for justice to be delivered at a later stage.
For many years, the Cyprus courts declined to issue freezing injunctions in relation
to assets that were situated abroad. This changed with the issuance of the Supreme Court of
Cyprus’ judgment in the case of Seamark Consultancy Services Limited v. Joseph P Lasala and
Others.9 Here, the Supreme Court confirmed as correct the first instance judgment whereby
a freezing injunction over assets situated outside the jurisdiction was issued. The Supreme
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Court noted that the English courts had adopted the same approach (starting with the case
of Derby & Co Ltd and Others v. Weldon and Others),10 and that the injunction had an in
personam effect, meaning that if it was breached, sanctions can be imposed on persons within
the jurisdiction who are responsible for this breach.
Recently, in assessing the broad powers conferred on the courts pursuant to Section 32,
the Supreme Court cited Seamark Consultancy Services Limited v. Joseph P Lasala and Others11
and added that:
The Cyprus courts, following the English Courts, held that they should adopt a line of judgments
in order to meet the rapid changes in technology and the communication sector as well as . . .
modern change in the ways people trade. The transactions concluded in all parts of the world within
minimum time through the electronic system and the transfer of money from one account to another,
from one country to another, in almost minimum time require new approaches in relation to the
issuance of interim orders so that they provide an effective weapon in the hands of the parties until
the conclusion of the dispute.12

Injunctions freezing assets until the conclusion of proceedings filed or to be filed abroad can
also be issued on the basis of the following:
On the basis of the International Arbitrations Law,13 a Cyprus court can issue an
injunction freezing the assets of a defendant in Cyprus until the conclusion of international
arbitration proceedings filed or to be filed against the defendant either in Cyprus or abroad.
An international arbitration is defined by this law as one where:
a
at the time of conclusion of an agreement providing for arbitration, the parties to this
agreement had their business seat in different countries; or
b
the place where an arbitration will take place or to which the subject matter of the
agreement is more closely connected is outside the country where the parties have their
seat of business; and
c
Article 35 of Regulation (EU) No. 1215/2012 of the European Parliament and of the
Council of 12 December 2012: on the basis of this provision, a Cyprus court can issue
freezing injunctions over assets in Cyprus in aid of proceedings that have been filed or
are to be filed in the courts of another EU member state.
In the now-leading case of Commerzbank Auslandsbanken Holding AG and another v. Adeona
Holdings Limited,14 the Supreme Court of Cyprus (reversing the first instance judgment)
issued freezing injunctions and disclosure of information injunctions in support of foreign
arbitration proceedings before the International Chamber of Commerce.
The Supreme Court of Cyprus examined the conditions for the issuance of interim
injunctions on the basis of this EU Regulation in a recent judgment in the case of Trafalgar
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Developments Limited and others v. Uralchem Holdings PLC and others. The case concerned an
application for freezing injunctions and disclosure orders in support of a civil action pending
in the High Court of Ireland.
The above-mentioned provisions of the International Arbitrations Law and of
Regulation EU No. 1215/2012 are both very regularly applied by the Cyprus courts.
In a very recent judgment issued this year (Grandest Shipping Co Ltd v. The Ship Marvin
Independence)15 the Supreme Court of Cyprus examined again the conditions that must be
fulfilled in order for an injunction to be issued by a Cyprus court in support of proceedings
pending abroad. The case concerned the issuance of a ship arrest warrant by the Supreme
Court in the context of its admiralty jurisdiction in support of the main claim between the
parties that was pending in Greece. The Supreme Court followed the judgment of the English
Court of Appeal in the case of Motorola Credit Corpn v. Uzan and Others (No. 2)16 and held
that an injunction in support of proceedings pending abroad should not be issued if the
injunction would interfere with the management of the case in the primary court (e.g., where
the order is inconsistent with an order in the primary court or overlaps with it).
ii

Obtaining evidence

There are various ways in which a claimant may obtain documentary evidence or information.
On the basis of the civil procedure rules, a defendant can be ordered to disclose under oath
the documents in his or her possession that are relevant to a pending case, while witnesses can
also be summoned to adduce relevant documents in their possession.
Perhaps more importantly, the courts also have the power to issue what are known as
Norwich Pharmacal disclosure orders.17 On this basis, a third party not necessarily involved
in any wrongdoing may be ordered to produce relevant documents and information. These
documents can be requested on the basis that they are needed to discover the wrongdoers or
because information is needed for a case to be filed and pleaded. In the Avila case (see Section
I), the Supreme Court confirmed that disclosure orders on this basis can be issued in order
for proceedings to be filed abroad.
Disclosure orders on this basis are very commonly issued against banks by the Cyprus
courts. In a recent case, a major international pharmaceutical company discovered, through
the use of private investigators, that certain individuals were selling counterfeit copies of its
products through a website. It was also discovered that proceeds from these sales were being
paid into bank accounts in a Cyprus bank. A disclosure order was issued against the bank,
ordering the bank to disclose the beneficial owners of these bank accounts and also details of
the movement of the bank accounts. Such orders are also issued very commonly in tracing
actions where the victims of fraud need to find out where their money has been transferred.
A person who, in breach of a disclosure order, refuses to make disclosure is liable to face
contempt proceedings, which are of a quasi-criminal nature.
In the context of an application for the freezing of the assets of a defendant, it is also
possible to seek, again on an ex-parte basis, an injunction obliging the defendant to reveal
his or her worldwide assets. The rationale is that the plaintiff needs to know the assets of the
defendant to be able to police compliance with the freezing of assets injunction. In the case
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Maritime Claim 9/2001, date of judgment 28 January 2022.
[2003] EWCA Civ752.
Based on the judgment issued in the English case of Norwich Pharmacal Co and others v. Commissioners of
Customs and Excise [1973] 2 All ER 943.
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of Re the Application of Bitzios, Civil Application 81/2020 dated 30 July 2020, the Supreme
Court of Cyprus, in the context of a certiorari application, set out the principles relating
to the issuance of such a disclosure order. In the same case the Supreme Court held, with
reference to the English Court of Appeal judgment in Motorola Credit Corporation v. Cem
Cegiz Uzan a.o. [2002] EWCA Civ. 989 that the Court can oblige the defendant to comply
with a disclosure order of this nature even before he or she is given the opportunity to be
heard on the matter.
As noted above, disclosure orders can also be issued in the context of the AML Law.
Section 46 of the AML Law provides that the disclosure order may be granted if the court is
satisfied that:
a
there is a reasonable ground to suspect that a specified person has committed or has
benefited from the commission of a prescribed offence;
b
the information is likely of itself or together with other information to be of substantial
value to an investigation;
c
the information is not privileged; and
d
it is in the public interest for the information to be disclosed.
The provisions of Section 46 of the AML Law were considered by the Supreme Court of
Cyprus in the case of Edrinotio Ltd and others.18 Here, MOKAS obtained a court injunction
ordering four local banks to disclose information in relation to the bank accounts of 59
companies. MOKAS applied for this injunction following a request for legal assistance made
towards it by the Russian Federation. This was in the context of investigations carried out
by the Russian police against a number of ex-officials of the Bank of Moscow who were
suspected of defrauding the bank and illegally transferring funds to bank accounts held in
Cyprus by these 59 companies.
After the issuance of the above injunction, the 59 companies filed a certiorari application
at the Supreme Court seeking its annulment. They based their claim on certain provisions
of the Cyprus Constitution that safeguard the inviolability of correspondence and the right
to privacy.
On the correspondence point, the Supreme Court held that the bank documents
that were ordered to be disclosed could not be classified as correspondence and rejected the
relevant submission. On the right to privacy issue, the Supreme Court held that the bank
documents in question could not be considered as being of a private nature; and that, in any
event, the case was covered by the exception provided for by the Constitution that permits
an infringement of the right to privacy for reasons pertaining to the public interest and the
protection of the rights of other persons.
The Supreme Court, therefore, rejected the certiorari application and held that the
disclosure orders had been issued lawfully by the court.19
Preserving evidence
This can be achieved through the issuance, in the context of a civil case, of an Anton Piller
order,20 which can be issued on an ex parte basis.
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Certiorari Application No. 60/2012.
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others, Civil Appeal E71/2013, dated 30 September 2014.
From the English case of Anton Piller KG v. Manufacturing Processes Ltd and Ors [1976] 1 All ER 779.
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In its judgment in the Stepanek case,21 the Supreme Court laid out the conditions for the
issuance of such an order, which it described as a ‘nuclear weapon’ in the hands of a plaintiff:
a
the plaintiff must be able to demonstrate that it has a strong prima facie case;
b
the activities of the defendant are causing very serious damage to the plaintiff;
c
there is reliable evidence that the defendant does possess incriminating documents or
other evidence; and
d
there is a real danger that the defendant may destroy the relevant documents or evidence
if it becomes aware that court proceedings will be filed against it.
IV

FRAUD IN SPECIFIC CONTEXTS

i

Banking and money laundering

Substantial international business, which as mentioned above is mainly tax-driven, is
conducted in and through the Cypriot banking sector. This international business involves
various features such as complex corporate structures, cross-border transactions with
counterparties in various jurisdictions and introduced business, and the use of nominee
shareholders or directors and trusts.
Relevant in this context, MOKAS applies the AML Law; as we have seen, it has powers
to obtain disclosure orders, as well as orders to freeze and confiscate assets.
ii

Arbitration

Cyprus courts, on the basis of the International Arbitrations Law,22 can issue injunctions in
aid of international arbitration proceedings that have been filed or are to be filed abroad.
iii

Fraud’s effect on evidentiary rules and legal privilege

Under Cypriot law, secrecy and confidentiality provisions are not generally a bar to the
issuance of disclosure orders in the event that fraud has been established. The Banking Law23
specifically provides for the lifting of secrecy in respect of banking information in the course of
an investigation by any authority, including requests by a foreign authority. The Cyprus courts
have also consistently held that the public interest in the prevention and detection of crime
supersedes the obligation of secrecy and confidentiality that a bank owes to its customers.
In the context of the AML Law, Section 46(3) provides that an order for disclosure
shall have effect despite any obligation for secrecy or other restriction upon the disclosure of
information imposed by law or otherwise. The only exception to this is if the information is
considered to be privileged. Privileged information is defined as:
[a] communication between an advocate and a client for the purposes of obtaining professional legal
advice or professional legal services in relation to legal proceedings whether these have started or
not, which would in any legal proceedings be protected from disclosure by virtue of the privilege of
confidentiality under the law in force at the relevant time; Provided that a communication between
an advocate and a client for the purposes of committing a prescribed offence shall not constitute
privileged information.

21
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V

INTERNATIONAL ASPECTS

i

Conflict of law and choice of law in fraud claims

As regards the criminal jurisdiction of the Cyprus courts to try fraud cases, this is determined
by Section 5 of the Criminal Code. To the extent that is relevant for our purposes, the
criminal courts of Cyprus have jurisdiction to try all offences committed:
a
within the territory of the Republic; in any foreign country by a citizen of the Republic
if the offence is one punishable in the Republic with imprisonment exceeding two
years, and the act or omission constituting the offence is also punishable by the law of
the country where it was committed; and
b
in any foreign country by any person if the offence is one to which, under any
international treaty or convention binding on the Republic, the law of the Republic
is applicable.
As regards civil jurisdiction to try fraud cases, Section 21 of the Courts of Justice Law provides
that the district courts have jurisdiction over claims where the cause of action has arisen
within the boundaries of the district wherein the court is situated, or where any one of the
defendants reside or have their place of business within these boundaries.
Applying the common law principles of private international law, the Cyprus courts
will also, under certain circumstances, assume jurisdiction in relation to torts that have been
committed abroad. In the Supreme Court of Cyprus judgment in the case of Jupiter Electrical
(Overseas) Limited and Anor v. Savvas Costa Christides,24 the following was stated:
In the light of all pertinent considerations we are inclined to hold – (and no argument to the
contrary has been advanced before us) – that in the present case the trial court has jurisdiction to
examine whether the respondent would be entitled to sue the appellants in respect of a civil wrong
committed abroad; in accordance with the earlier referred to principle of Private International Law
the respondent can do so only if he does establish that the event which caused him the injuries is
actionable as a civil wrong according to Cyprus law and it is also actionable according to the law of
Libya (see Dicey & Morris on The Conflict of Laws, 9th ed., p. 938); in this respect the said principle
has been stated in a slightly different way than that in which it has been stated in the Georghiades
case, supra, because since that case was decided such principle has been modified by the decision of the
House of Lords in Boys v. Chaplin [1971] AC 356.

Mention must again be made of Regulation (EU) No. 1215/2012 of the European Parliament
and of the Council of 12 December 2012 in relation to conflicts of law within the EU
context. The starting point here, on the basis of Article 4, is that subject to the provisions of
the Regulation, ‘persons domiciled in a Member State shall, whatever their nationality, be
sued in the courts of that Member State’.
The Regulation then sets out the limited number of circumstances under which persons
domiciled in one Member State may be sued in the courts of another Member State. Article
5(3) and (4) are relevant, providing that a person domiciled in a Member State may, in
another Member State, be sued:

24
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(3)
in matters relating to tort, delict or quasi-delict, in the courts for the place where the harmful
event occurred or may occur.
(4)
as regards a civil claim for damages or restitution which is based on an act giving rise to
criminal proceedings, in the court seized of those proceedings, to the extent that that court has
jurisdiction under its own law to entertain civil proceedings.

ii

Collection of evidence in support of proceedings abroad

In the field of criminal law, the relevant domestic legislation concerning the provision of
mutual legal assistance is the Law on International Cooperation in Criminal Matters (Law).25
This Law provides, inter alia, that a Cypriot court before which there are pending proceedings
can, on its own motion or on the application of the prosecution or the defence, issue a written
request to foreign authorities for assistance in the provision of evidence to be used in Cypriot
court proceedings. In addition, at the stage of the investigation of an offence, the prosecuting
authority can issue a request for the assistance of a foreign authority to obtain evidence.
The Law likewise provides that a foreign court or authority can submit a written request
for assistance to obtain evidence to be used in foreign court proceedings or in relation to
a criminal investigation that is taking place in that country. The Law prescribes a certain
procedure involving the courts to be followed for the information requested to be obtained.
The Law provides that it applies to all of the countries of the European Union, to
specified Commonwealth countries, and to all countries with which Cyprus has signed
a bilateral convention or is committed by a multilateral international convention for
cooperation in matters of criminal procedure.
In the context of civil proceedings (see Section III), the Norwich Pharmacal procedure
can also be used to obtain evidence to be used in foreign court proceedings.
iii

Enforcement of judgments granted abroad in relation to fraud claims

The rules concerning the procedure on the recognition, enforcement and execution of
foreign judgments are contained in the Law Providing for the Recognition, Registration and
Enforcement of Judgments of Foreign Courts.26 This Law applies to all cases in which the
recognition, registration and enforcement of decisions of foreign courts are requested.
Under Section 3(1) of this Law, the decision of a foreign court is the decision of the
court or arbitral organ or organ of a foreign country with which the Republic of Cyprus
has concluded or is connected with an agreement for mutual recognition and enforcement
of judicial decisions and arbitral awards and that is enforceable in the country issuing such
a decision.
On the basis of the above, judgments can be registered and enforced in Cyprus
as follows:
a
under the provisions of Regulation (EU) No. 1215/2012 of the European Parliament
and of the Council of 12 December 2012 in relation to judgments that have been
issued in other EU Member States;
b
under the provisions of Regulation (EC) No. 805/2004 creating a European
enforcement order for uncontested claims in the context of the EU;

25
26

Law 23(I)/2001.
Law 121(I)/2000.
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c

d

under the provisions of the Law on International Arbitration in Commercial Matters27
and the 1958 Convention on the Recognition and Enforcement of Foreign Arbitral
Awards (New York Convention). As a signatory to the New York Convention, Cyprus
enforces awards made in foreign states that are signatories to the Convention; and
under the provisions of any bilateral agreement that Cyprus has entered into for the
mutual recognition and registration of judgments.

In the case of Smagin v. Kalken Holdings and another,28 the applicant sought to have
recognised, registered and enforced in Cyprus an award that had been issued by the London
Court of International Arbitration. The application was based on the New York Convention
and the above-mentioned local Law on International Arbitration in Commercial Matters.
The Court followed here a trend that has recently developed in Cyprus cases wherein the
strict requirements provided for by the New York Convention in relation to the production
of the necessary documents can in certain instances be relaxed. In this case, the original
agreements on the basis of which the parties had referred their dispute to arbitration were
in the possession of the Russian police, who were carrying out a criminal investigation in
relation to the matter. Given the circumstances, the Court was prepared to allow extrinsic
and circumstantial evidence to prove the existence of these agreements.
In the case of Coral Group Finance SA v. Numitora Holdings GMBH and others,29 the
District Court of Nicosia held that the registration of a foreign arbitral award can be allowed
in Cyprus on the basis of the New York Convention even in cases where neither the applicant
nor the respondent are Cyprus-registered entities.
VI

CURRENT DEVELOPMENTS

During the course of the negotiations regarding the financial support to be given to Cyprus
in 2013, the financial system of Cyprus came under extensive scrutiny. One aspect that was
examined was the anti-money laundering procedures in force, as well as their application.
Moneyval was commissioned by the Cyprus authorities and the providers of
international financial support to carry out an in-depth review of the effectiveness of Cyprus’s
anti-money laundering regime. The report30 concluded that ‘in general, the banks interviewed
demonstrated high standards of knowledge and experience of AML/CFT issues, an intelligent
awareness of the reputational risks they face and a broad commitment to implementing the
customer due diligence requirements set out in the law and in subsidiary regulations issued by
the Central Bank of Cyprus’. Certain concerns were expressed in relation to features associated
with international banking business, for which certain recommendations were proposed
for implementation.31

27
28
29
30
31

Law 101/1987.
General Application 601/17 of the District Court of Nicosia dated 5 May 2020,
General Application 283/2017 dated 8 February 2021.
Special Assessment of the Effectiveness of Customer Due Diligence Measures in the Banking Sector in
Cyprus, published on 24 April 2013.
ibid., pp. 5–7 and 51–31.
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