Shipping incentives regimes
Hong Kong

· The standard tax rate is 16.5%.

· In principle, in Hong Kong there is no tax on capital gains and no withholding tax on service fees or interest payments.

· For shipping companies with ships flying the Hong Kong flag, income related to cargo uploaded in Hong Kong and navigated to international waters is exempt from Hong Kong corporate income tax.

· For a taxpayer resident in any territory outside Hong Kong but carrying on a shipping business in Hong Kong, it will be tax exempted in Hong Kong if there is a reciprocal tax treatment in that country for a Hong Kong taxpayer.

Liberia, Marshall Islands, Panama

· Panama has a corporate tax rate of 30%.

· Income from shipping activities is exempt from Panamanian corporate income tax as far as

· Panamanian-registered vessels are concerned. This is also the case if those activities are managed in Panama. As a result, except for a moderate annual registration fee, there is a tax free environment for shipping companies in Panama.

· To register a vessel in the Liberian or Marshall Islands register, the vessel must be owned by a Liberian or Marshall Islands company. As in Panama, only an annual tonnage tax and register fees are due.

Malaysia

· Non-exempted shipping income is taxed at a rate of 25%.

· Tax exemptions are given to Malaysian ship owners provided that certain conditions are met. An income tax exemption is available to a Malaysian resident company in relation to its income from the carrying on of business of a Malaysian ship. A Malaysian ship is defined for tax purposes as a sea-going vessel registered as such under the Malaysian Merchant Shipping Ordinance.

The Netherlands Antilles

· The Netherlands Antilles has an alternative regime to the tonnage tax regime. In the alternative regime the regular profit tax regime applies to profits, but 80% of income from international shipping is taxed at 1/10 the standard tax rate.

· The Netherlands Antilles has two provisions for capital investments, including vessels that allow for accelerated depreciation of 1/3 of the investment as well as a 16% investment allowance.

Philippines

· Philippine shipping companies are subject to a corporate income tax rate of 30%.

· International shipping companies doing business in the Philippines are liable to an income tax of 2.5% based on gross Philippine revenue. However, tax treaties normally provide for a lower rate. Also, a tax of 3% of gross receipts is due quarterly.

Russia

· The standard corporate tax rate in Russia is 20%.

· Under provisions of the Russian Tax Code, profits received from transportation of cargos and passengers, and other related shipping services are exempt from taxation in Russia provided ships are registered in the Russian International Vessel Register (RIVR) and point of departure and/or point of destination of their course are located outside of Russia (N.B. Russian companies may register ships in the RIVR by purchasing ownership via bareboat charter and exemptions will apply in either case provided RIVR registration requirements are met).

· Exemption from profits tax also applies to profits received from selling bareboat charters, provided the requirements mentioned above are met. However, provisions of the Russian Tax Code disallow tax deduction of costs with respect to technical maintenance, repairs and other services related to maintenance of ships registered in the RIVR. Only ships registered in the RIVR qualify for the above profits tax exemption.

· All other non-shipping income received by a company (e.g. interest income, dividends, capital gains, including disposal of ships registered in the RIVR, etc.) is taxed under regular rates and rules.

Singapore

· In the absence of incentives, shipping companies are taxed at the prevailing corporate tax rate of 17%.

· Singapore offers 2 main tax incentives for the shipping industry that exempt shipping income from tax. The first incentive, to promote the Singapore registry, grants tax exemption to an owner or operator of Singapore-registered ships on qualifying income derived from the operating or chartering such ships in international waters. There is no expiry date for this incentive as long as the ships continue to be Singapore flagged and there is no need to apply this incentive separately. The second incentive to encourage the control and management of foreign flagged ships from Singapore is available to Singapore resident companies which own or operate foreign flagged ships under the Approved International Shipping Enterprise (AIS) incentive.

· To qualify for the AIS incentive, a company must substantiate that the control and management of its declared fleet will be based in Singapore and meet other quantitative qualifying criteria. Under this incentive, tax exemption will be granted on qualifying shipping income derived from foreign flagged ships plying international waters.

· Exemption from withholding tax is also available on charter fees payable to non-residents for AIS ships which are declared to the authorities for this purpose. The tax exemption is granted for a period up to 10 years (with possibility of extension up to another 20 years).

Taiwan

· Business income earned from international shipping activities is taxed at the standard rate of 25% in Taiwan for Taiwanese resident companies.

· The business income derived from operations in Taiwan by a foreign shipping company is exempt from Taiwan corporate income tax provided that reciprocal exemption treatment is granted by the foreign country to a Taiwan resident shipping company.

· Where, in other cases, a foreign shipping company conducts international shipping activities in Taiwan, and finds difficulty in calculating its taxable income derived from its shipping activities in Taiwan, the foreign shipping company may apply for approval from the Ministry of Finance to use 10% of its turnover to calculate its deemed taxable income.

Turkey

· The corporate tax rate in Turkey is 20%.

· According to the Turkish International Vessel Registry Law, earnings to be acquired from the operation of vessels and yachts registered in the Turkish International Vessel Registry (TIVR) are exempt from corporate and income tax.

· Purchase, sale, mortgage agreements, registration fees, credit and freight contracts are also exempt from stamp tax and other duties. Furthermore, the wages paid to personnel to be employed in the vessels registered in TIVR are all exempt from income tax.
Tax efficient regimes
Antigua and Barbuda, Bermuda, Saint Lucia

· Many Caribbean islands have very 'efficient' tax regimes. Included are Antigua and Barbuda, Bermuda, and Saint Lucia.

· Mostly, these islands tax income earned from the shipping activities if the individual/company is resident for tax purposes. Corporate tax rates vary, but are currently approximately 25%.

· Many exceptions apply, as a result of which a partial or total reduction of the tax burden may be available. If a shipping company in Antigua and Barbuda is registered as an International Business Corporation (IBC), the company will be exempt from all taxes for fifty (50) years. IBC's are exempt from all taxes as long as they conduct their business exclusively with individuals/companies who are not residents in Antigua and Barbuda. 

· Except for an annual tonnage fee, shipping companies incorporated in Bermuda are not required to pay any income tax on profit, capital gains or personal income in

· Bermuda, when they are registered as an 'exempted company'. For registering, certain requirements apply, most notably regarding the strategic and commercial management of the business. Exempted companies are guaranteed to be exempt from income, profits and capital taxes for a period of 50 years.

Estonia

· Under the existing Estonian corporate tax regime, all undistributed corporate profits are tax-exempt. This exemption covers both active (e.g. shipping) and passive (e.g. dividends, interest, royalties) types of income, as well as capital gains on sales of all types of assets, including shares and immovable property. This tax regime is available to Estonian companies and branches of foreign companies that are registered in Estonia.

· The moment of taxation on corporate profits is postponed until the profits are distributed as dividends or deemed profit distributions. In 2008, distributed profits are generally subject to 20% corporate income tax (20/80 on the net amount of profit distribution).

