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The UK government’s budget contained some positive news for UK tonnage tax.

Tonnage tax has now been in place in the UK since 2000 and has benefitted greatly

"The current from a generally consistent, stable approach from government with few legislative

government has often changes.

expressed its support

for the concept of The current government has often expressed its support for the concept of tonnage

tonnage tax, tax, especially following Brexit, and has appreciated the benefits the system brings

especially Following to the UK’s shipping cluster.

Brexit, and has
a pprecidted the The announcements in the recent budget were as welcome for repeating that

benefits the system message of support as for the positive changes made.

brings to the UK'’s
shipping cluster." The three new measures are:

1. to allow a new “election window” to enable companies who have previously
operated vessels from the UK but had chosen to stay outside of tonnage tax to now
enter the regime. Companies which have previously been in tonnage tax but have exited the regime may also now consider

re-entering;
2. ship managers who do not themselves operate a vessel will be allowed to enter into tonnage tax; and

3. the financial cap on expenditure by a ship lessor which can qualify for capital allowances has been increased from £80m to
£200m.

Each of the above is a positive step.

For those companies already in the regime, these changes are likely to have little or no practical impact but they can be
comforted by this statement from the budget papers, linking the continued success of tonnage tax to the UK’s success as a

maritime nation and a supplier of maritime services:

“The government...continues to recognise the importance of the UK’s world-leading shipping and maritime services industries.”
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We await further detail on the new election window and on any conditions that may be imposed on ship managers wishing to
join the tonnage tax system. For a number of years, finance leasing of ships has been somewhat frowned upon by HMRC and it is
interesting, in the context of the continued success of the French lease finance products, to see a UK government take steps to

seemingly encourage lease financing of shipping assets.

Those wishing to read a little more on the background to UK tonnage tax, what it is, and why it is a good idea that we have, keep

and cherish it, may like to read this article on the topic by the same author.
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DISCLAIMER

Watson Farley & Williams is a sector specialist international law firm with a focus on the energy, infrastructure and transport sectors. With offices in Athens,
Bangkok, Dubai, Dusseldorf, Frankfurt, Hamburg, Hanoi, Hong Kong, London, Madrid, Milan, Munich, New York, Paris, Rome, Seoul, Singapore, Sydney and Tokyo
our 700+ lawyers work as integrated teams to provide practical, commercially focussed advice to our clients around the world.

All references to ‘Watson Farley & Williams’, ‘WFW’ and ‘the firm’ in this document mean Watson Farley & Williams LLP and/or its affiliated entities. Any reference
to a ‘partner’ means a member of Watson Farley & Williams LLP, or a member, partner, employee or consultant with equivalent standing and qualification in WFW
Affiliated Entities. A list of members of Watson Farley & Williams LLP and their professional qualifications is open to inspection on request.

Watson Farley & Williams LLP is a limited liability partnership registered in England and Wales with registered number 0C312252. It is authorised and regulated by
the Solicitors Regulation Authority and its members are solicitors or registered foreign lawyers.

The information provided in this publication (the “Information”) is for general and illustrative purposes only and it is not intended to provide advice whether that
advice is financial, legal, accounting, tax or any other type of advice, and should not be relied upon in that regard. While every reasonable effort is made to ensure
that the Information provided is accurate at the time of publication, no representation or warranty, express or implied, is made as to the accuracy, timeliness,
completeness, validity or currency of the Information and WFW assume no responsibility to you or any third party for the consequences of any errors or omissions.
To the maximum extent permitted by law, WFW shall not be liable for indirect or consequential loss or damage, including without limitation any loss or damage
whatsoever arising from any use of this publication or the Information.

This publication constitutes attorney advertising.
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