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New bailout program ratified by Greek Parliament: Changes in
shipping taxation

14 August 2015

Earlier today, the Greek Parliament ratified the third bailout program for Greece. A
number of tax reforms are introduced as part of the new program agreed between
Greece and its creditors. The present newsletter focuses only on changes in shipping
taxation. A more detailed newsletter presenting all changes in Greek tax legislation
will follow shortly.

Extension of scope of tonnage tax

Currently, tonnage tax applies to (i) vessels flying the Greek flag and (ii) vessels flying
foreign flags, but for the latter only under the condition that their management is
performed in Greece by companies that establish a Greek branch or office under a
special license on the basis of article 25 of law 27/1975. Given that the application of
tonnage tax attracts certain tax exemptions for ship owners and their shareholders,
the European Commission considered that it is discriminatory and in infringement of
European Union law to apply these tax exemptions only for vessels flying the Greek
flag and not for vessels flying flags of member-states of the European Union or the
European Economic Area (to which Greek tonnage tax does not apply in principle). In
the light of the position of the European Commission, the scope of tonnage tax has
been extended to cover certain categories of vessels flying flags of member-states of
the European Union and the European Economic Area, so that they can enjoy equal
tax treatment with vessels under Greek flag.

Increase of tonnage tax

According to law 27/1975, which first introduced tonnage tax, the Greek State has the
right to increase annually the tonnage tax at an increase rate to be decided every five
years. In 2011, it was decided that the nominal tonnage tax would be increased
annually by 4% for years 2011-2015.

The Greek State has now decided to further increase the nominal tonnage tax for
years 2016-2020 by 4% annually.
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It is anticipated that the Ministry of Finance (MoF) will provide further guidelines on
the applicable amounts of tonnage tax following the above increase.

Extension of annual contribution applicable to foreign companies operating in Greece
under article 25 of law 27/1975

In 2013 an annual contribution was imposed for four years (2012-2015) on the offices
or branches of foreign companies that have been established in Greece under article
25 of law 27/1975 and engage in the following activities:

e chartering, damage settlement, purchase, shipbuilding, chartering or insurance
brokerage of vessels flying the Greek or a foreign flag whose capacity exceeds 500
gross registered tons;

e representation of ship-owning companies and other undertakings whose object is
the same with the aforementioned activities.

Entities in question operate in principle under a regulated tax exempt regime and as
part of the conditions for qualifying for this regime, they are required by law to
import annually into Greece a minimum amount of foreign exchange or euros
equivalent to USD 50,000.

The applicable contribution is calculated in USD (although paid in Euro) on the
amounts annually imported into Greece. The new law has extended the obligation to
pay the annual contribution for four more years (2016-2019) and has increased the
applicable rates, as follows (all amounts in USD):

Bracket of Rate (%) Amount of Total imported | Annual
amount contribution | amount contribution
imported (total amount)
200,000 7 (instead of 5) | 14,000 200,000 14,000
200,000 6 (instead of 4) | 12,000 400,000 26,000

Excess amount 5 (instead of 3)
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For further information, please contact us directly

ZEPOS & YANNOPOULOS

newsletters@zeya.com
WWWw.zeya.com

280, Kifissias Ave.,
152 32 Halandri
Athens Greece

Tel.: (+30) 210 69 67 000
Fax: (+30) 210 69 94 640

*

Established in 1893, Zepos & Yannopoulos is one of the leading and largest law firms in Greece providing com-
prehensive legal and tax services to companies conducting business in Greece.

All rights reserved. No part of this publication may be reproduced or transmitted in any form or by any means,
or stored in any retrieval system of any nature without prior permission. Application for permission for other
use of copyright material including permission to reproduce extracts in other published works shall be made to
the publishers. Full acknowledgment of author, publisher and source must be given.

Nothing in this newsletter shall be construed as legal advice. The newsletter is necessarily generalised.
Professional advice should therefore be sought before any action is undertaken based on this newsletter.
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