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“The Greek parliament 
has introduced a number 
of alterations to the 
country’s tax regime.”
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“Budget 2014 ensures 
the continuation of a 
stable UK tax regime for 
shipping.” 
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“The shipping industry 
faces exposure to fraud 
on a variety of different 
levels.” 
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Accounting for the cost of regulation

Inside

Take, for example, the Ballast Water 

Management (BWM) Convention. The 

convention has not yet entered into force, 

although some countries, including the 

United States, have already implemented 

BWM regulations independently of the 

IMO. BWM systems can cost between 

$500,000 and $5m per vessel, depending 

on the system as well as on the size and 

design of the ship. That cost may increase 

as a result of demand requirements and 

shipyard capacity. There are also 

operational costs to consider of between 

$10,000 and $50,000 per annum  

per vessel. 

Meanwhile, the regulation of emissions 

from shipping continues apace. Emissions 

Control Areas (ECAs) are currently in force 

in the North Sea/Baltic Region and in North 

America, and new IMO regulations mean 

that, by 1 January 2015, all vessels 

operating within these areas will be 

required to meet a 0.1% SOx emissions 

limit. In addition, there are more complex 

calculations for 2016, when IMO NOx 

limits based on the vessel’s age and 

engine’s rated speed enter into force. One 

leading operator has estimated the cost to 
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PREC ISE .  PROVEN.  PERFORMANCE .

Think of a number. Any number will do, so long as it is very big. 
Then double it. The answer is likely to be as accurate as any 
supposedly informed estimates currently circulating in the shipping 
sector about the likely size of the industry’s bill for achieving 
compliance with incipient environmentally-inspired regulations 
governing the operation of ships

the industry of meeting the 0.1% sulphur 

content in ECAs at $12 billion, and that for 

the NOx limits at $26 billion.

Individual owners and operators may 

plot their own path through the 

regulations. For some, configuring new 

ships for easy installation of BWM systems 

when the convention enters force may be 

a viable option. Scrubbers, meanwhile, 

may be the most cost-effective solution  

for some when addressing the SOx/ 

NOx dilemma. 

One thing is certain: shipping is going to 

have to find a great deal of money over 

the next few years simply to stay within 

the rules. From an accounting perspective, 

the challenge will be how businesses 

should account for the expenditure and 

any associated costs to determine which 

items should be capitalised or expensed.  

In practice, whist additional operational 

costs should be expensed, certain 

expenditure should be recorded as an 

asset. But, of course, it is only an asset if 

you are able to recover it. 
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An Annual Real Estate Ownership Tax on 

immovable property has been introduced. 

Tax assessment will be based, among 

other things, on the category of 

immovable property, its location, 

surface area, age and usage. 

The Greek Parliament has also replaced 

the Code of Income Taxation with a 

new tax code which introduces the 

concept of the place of effective 

management and includes a number of 

definitions, including tax residence, 

management and control and permanent 

establishment. Residence of individuals is 

also defined, and Greek tax residents are 

subject to tax on their worldwide income. 

Controlled Foreign Company (CFC) rules 

have also been introduced for the first 

time. These will apply to the 

undistributed income of a foreign legal 

Greek tax regime undergoes 
major changes

Shipping confidence hits highest level since 2008

Follow us on Twitter @MooreStephensUK

Overall confidence levels in the shipping industry rose to their 

highest level for almost six years over the three-month period 

to February 2014. The average confidence level expressed by 

respondents to our latest quarterly Shipping Confidence 

Survey was 6.5 out of 10.0, compared to 6.1 for the previous 

three months. 

The likelihood of respondents making a major investment or 

significant development over the next year was unchanged on the 

previous survey, at 5.8 out of 10.0. Demand trends, competition 

and finance costs once again featured as the top three factors cited 

by respondents as those likely to influence performance most 

significantly over the coming 12 months. And there was a one 

percentage-point increase, to 41%, in the number of respondents 

who expected finance costs to increase over the next year. 

In the freight markets, there was an increased expectation of 

higher rates in the dry bulk and container ship trades, while 

hopes of rate rises in the tanker sector held steady from last time.

Read the full survey report at:

www.moorestephens.co.uk/confidence

In addition to making previously announced voluntary tonnage tax changes mandatory until 
further notice, the Greek parliament has introduced a number of alterations to the country’s 
tax regime with effect from 1 January 2014 which, among other things, introduce for the first 
time in Greece the concept of cross-jurisdictional tax planning. 
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entity, which will become taxable for a 

Greek-resident individual or legal entity if 

a number of requirements are met, 

including participation in the capital of 

the foreign entity, and depending on the 

nature of the controlled entity’s income. 

 

Significant changes have been made 

meanwhile to Greece’s thin capitalisation 

rules to bring them into line with 

international practice. ‘Net’ interest 

and EBITDA will now be the decisive 

factors in determining whether interest 

is deductible. 

The changes to the tax laws also 

distinguish capital from income and 

identify four categories of investment 

income, each taxed at different rates. 

The relevant categories are dividends, 

interest, income from real estate, 

and royalties.

The new income tax code includes a 

section on withholding tax at source and 

defines the payments which are subject 

to withholding tax, including dividends 

and interest, and the persons liable to 

pay the tax.
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“Controlled Foreign 
Company (CFC) rules 
have also been 
introduced for the first 
time. These will apply  
to the undistributed 
income of a foreign  
legal entity.”



The main surprise is the restriction, to 

drilling rigs and offshore accommodation 

vessels only, of the proposed rules on 

capping the amount of tax relief for

intra-group leasing payments for large 

offshore oil and gas assets under bareboat 

charters. The cap on the bareboat 

deduction has been increased from 6.5% 

to 7.5%, the pro-rata calculation will be 

based on worldwide use of the vessel and 

the government will review the impact of 

the measure a year after implementation. 

Draft legislation was published on 1 April

2014, when the measure came into effect. 

There will be a short period of technical 

consultation ending on 9 May 2014.

A number of other Budget announcements 

will affect the UK’s oil and gas sector. The 

Treasury will review the oil and gas fiscal 

Budget 2014 continues stable tax 
regime for UK shipping
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regime to ensure that it continues to 

incentivise economic recovery. And the 

government will consult on a new 

allowance to support investment in 

ultra-high-pressure,high-temperature 

projects, and work with industry to ensure 

the UK has the right skills to benefit from 

the country’s oil and gas resources.

Other measures include the decision to 

extend the UK tax rules applying to 

high-value UK residential property held  

by non-natural persons to apply also to

properties worth between £500,000  

and £2 million.

Finally, the government has emphasised its 

commitment to tackling tax avoidance 

and aggressive tax planning on the part

 of large businesses. Additional anti- 

The shipping industry faces exposure to fraud on a variety of 

different levels. But there are some simple steps which 

companies can take to protect themselves. These include 

undertaking due diligence, sharing best practice with – and 

imposing high standards on – third parties, ensuring that IT 

security is up-to-date, providing proper staff training, vigilantly 

checking documentation and looking out for unusual patterns 

or anomalies, and ensuring that effective whistle-blowing 

arrangements are in place. In addition to these measures, 

companies should contract only with well-established, trusted 

third-party service providers, and always scrutinise closely the 

terms and conditions under which they contract and operate.

Keeping on top of fraud
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The UK government’s Budget 2014 ensures the continuation of a stable UK tax 
regime for shipping.

Planning ahead with OpCost

Work is well under way on the new edition of our annual 

OpCost study, which will benchmark 2013 ship operating costs. 

We continue to add new data fields, and OpCost is now 

available in a user-friendly online version. OpCost is the most 

widely respected barometer of ship operating costs in the 

industry. With those costs continuing to rise, owners and 

operators need accurate and reliable information on movements 

to help plan their budgets and business strategies accurately. 

OpCost can also be used for transfer pricing studies. 

To participate in OpCost, or for more information, go to:  

www.opcostonline.com
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avoidance rules have been announced, 

and further rules will be introduced to 

prevent the artificial use of dual contracts 

by non-domiciled individuals.
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Claudio Chistè is a business originator with the Shipping & Marine Finance 
team at Investec Bank plc in London. He also serves as chairman of  
The Shipping Professional Network in London (SPNL), the pre-eminent 
networking forum for young shipping professionals.

generation on the current state of the 

shipping industry. This revealed, among 

other things, that London is home to 

such world-leading sectors as legal and 

technical expertise, broking, ship finance, 

capital markets and education, and 

remains as a major shipping centre 

despite the high costs involved.

 

Claudio says, “SPNL looks to provide an 

informal platform from which tomorrow’s 

industry leaders can achieve a broader 

insight into the shipping industry as a 

whole through professional networking, 

exposure to industry leaders, discussion 

of topical issues, port visits, and 

collaboration with education providers.  

Claudio explains, “SPNL targets people in 

their twenties and thirties as they are 

typically ‘less networked’ than more 

senior professionals. Before I joined the 

SPNL board, SPNL was somewhat informal 

in nature, more a gathering of friends of 

friends. Now a professional structure is in 

place, and SPNL today enjoys significant 

industry support, including backing from 

the UK Chamber of Shipping.”

Moore Stephens is a key supporter of 

SPNL, with which it collaborated to 

produce the SPNL-Moore Stephens 

Confidence of the Next Generation 

survey, for the first time, canvassed 

specifically the views of shipping’s next 

In essence, SPNL seeks to bridge the gap 

between graduates and shipping 

professionals, helping the former to 

become the latter.” 

Claudio envisages an expansion of the 

SPNL network. “We launched in Mumbai, 

India, a couple of years ago,” he says, 

“and recently opened another branch in 

the north-east of England. We plan on 

formally launching further networks in 

Hamburg and Copenhagen this year. We 

have made a lot of contacts and a lot of 

friends, including Moore Stephens, in a 

short space of time, and we look forward 

to continuing to work with them on 

existing and new projects.”

The eighteenth in a series looking at classic and alternative 

definitions of shipping and accountancy terms.

Textbook definition
‘Reachable on arrival’ is a charter party term meaning that the 

charterer undertakes to provide a loading and/or discharging 

berth immediately upon the ship’s arrival. 

  

The alternative definition 
The meaning of the words ‘reachable on arrival’ has been the 

subject of litigation in the highest court in the land, and is 

therefore entirely unclear. The key question is who should be 

liable for delay if the ship is unable to reach its designated 

berth. The answer is always ‘the charterer’.

This general principle was laid down by the House of Lords in the 

1982 case involving the Laura Prima, where it was held that 

‘arrival’ means the place where the ship can be said to have 

arrived in the ‘popular sense’. This proved to be anything but 

popular with charterers, who responded by trying to insert into 

their charter parties a clause which read, ‘The berth designated by 

charterers shall be deemed reachable on arrival even if it isn’t.’ 

This was later replaced under the Civil Procedure Rules by a pithier 

clause stipulating, ‘It is better to travel hopefully than to arrive.’

The longest journey begins with a single step.

The devil’s dictionary: R is for reachable on arrival
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