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CHARTERED ACCOUNTANTS

Business advisers and auditors to the shipping industry

fair from fair sometime declines.

Shakespeare was

not thinking about
the shipping industry
when he penned
these lines, but
shipping today has
reason to reflect on
the more prosaic truth
behind the words —
all good things come
to an end. In recent
months, many of

the world's listed
shipping companies
have released their financial statements, those covering
the fading of the (not quite) eternal summer of the

David Chopping

last few years. It has been challenging. Companies
have, amongst other things, had to consider
whether their assets are impaired.

Even a brief review of shipping company accounts
highlights the number of impairments made. But
many relate to items other than vessels and
newbuildings. From a sample of 51 US listed
shipping companies, nearly 30% have recorded
impairment losses, but only half of those have
recorded any on newbuildings or vessels. Why?

Under both IFRS and US GAAP, the existence of
impairment is determined by comparing the book
value of an asset with its recoverable amount. In
non-technical terms this is the higher of how much
you could get from selling it or continuing to use it.

The starting point for estimating how much you
could get from selling a vessel is a broker's valuation.
Such valuations have been called into question by
some shipping companies, on three main grounds.

Firstly, in a thin market, determining a market price
will be tough, so the margin of error increases.
Secondly, does a broker valuation really reflect 'fair
value'? Fair value is not just the amount you could
actually sell something for. It involves assumptions
about the depth and quality of the market. If recorded
sales are forced sales, then significant adjustments may
be required to arrive at fair value. Most brokers would

How much is a ship worth?

Sometime too hot the eye of heaven shines, and often is his gold complexion dimm'd; and every

argue that, notwithstanding this, they have provided
fair values. Thirdly, the market has overreacted. A
broker may provide a ‘fair value', but that is below
the 'real' value as the market is discounting future
earnings potential too heavily. The efficient market
hypothesis tells us that this can't happen. But then
the efficient market hypothesis has had its obituary
printed in The Times, which also told us there were
no mourners.

Whatever grounds a company may use, if broker
valuations are below book value, a company can
still try to demonstrate that its future cashflow
exceeds that value. Here IFRS and US GAAP diverge,
with the IFRS test based on the present value of
future cashflow, and the US test based on nominal
amounts. This means impairments are much less
likely under US GAAP.

“Whatever grounds a company may use,
if broker valuations are below book value,
a company can still try to demonstrate
that its future cashflow exceeds that value.”
In both cases, there are two main methods of using
future cashflow to support a valuation. The first is

to take account of factors not reflected in a broker
valuation, such as long-term charters at good rates.
Secondly, and more controversially, in those cases
where companies (those perhaps where summer's
lease hath all too short a date) have no such factors
to take account of, they can use their own estimates.
Where the result of this exceeds book value they can
then at least argue there is no impairment. However,
under IFRS, this does require an assumption that the
market is currently mispricing vessels.

The assumptions will need to be supported, and to
survive the sceptical scrutiny of the company's auditor.
Only time will tell if such projections were reasonable
or unduly optimistic.

david.chopping@moorestephens.com



OSG/Euronav joint
venture audit

Moore Stephens has

been appointed auditor
of two eight-year joint
ventures formed as
special-purpose vehicles
by leading tanker operators
Euronav and Overseas
Shipbuilding Group (OSG)
to cover the acquisition,
conversion and sale of
two of the world's largest
oil tankers as FPOs
(Floating Storage and
Offloading units).

In February 2008, Maersk
Oil Qatar AS awarded service
contracts to the Marshall
Islands-incorporated OSG/
Euronav joint ventures,
providing for the sale of two
double-hulled ULCCs, the
442,839 dwt Tl Asia and the
441,655 dwt Tl Africa. The
FSOs are expected to begin
operating in the second half
of 2009 in the Al Shaheen
offshore oilfield, north of
Doha, Qatar.

OSG is listed on the NYSE,
while Euronav is listed on
Euronext, the Brussels stock
exchange. The accounts are
being prepared under US
GAAP and, because OSG

is a Securities & Exchange
Commission registrant, the
audit work will be signed
off by Mitch Bean, a partner
with Goodman & Company,
the member of Moore Stephens

International in Norfolk, Virginia.

Moore Stephens London
will carry out audit work
as a subcontractor for
Goodman & Co.

joanne.herniman@
moorestephens.com
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Unicorn eyes quality growth

"Accounting has always been an important part of shipping, given the complexities of shipping

structures and activities," says Hugh Scheffer, managing director of Unicorn Tankers (International)

Ltd (UTI), in London. "The quality and integrity of our accountants is of paramount importance,

and we look to them to provide high-level advice."

Moore Stephens acts as UTI's tax consultant and

has enjoyed a successful relationship with UTI since
the latter was formed in the UK in 2001 as a
wholly-owned subsidiary of Grindrod Limited, the
Johannesburg Stock Exchange-listed group operating
in maritime-related businesses.

The UTI group in the UK owns the group's tanker
fleet. It is responsible for buying or chartering in and
fixing employment for these tankers. All operations
relating to the tanker fleet take place in the London
office, and the ships in UTI operate within the UK
tonnage tax regime.

The UTI fleet currently consists of seven medium-
range product tankers, four chemical tankers, and
two intermediate product tankers. The medium range
tankers are all chartered out to first class charterers,
the chemical tankers are employed in the Stolt
Chemical tanker pool, and the intermediate tankers
are currently employed in the spot market.

Hugh Scheffer has been with Unicorn since 1974.

He started as a seafarer, sailed with the company’s
ships for eleven years, ending up as master, before
switching to an office desk in 1985. Today he is
responsible for the growth, employment and disposal
of the fleet. He says, "UTI is always on the look-out

Hugh Scheffer — Unicorn Tankers

for opportunities to expand. We believe current
market conditions will lead to opportunities that a
well-positioned company could take advantage of."

When asked what UTI looks for in its accountancy

and tax advisers, Hugh says, "The key attributes are

a knowledge of the industry, an established track
record of integrity, innovation and forward thinking,
the ability to provide a global service, and the expertise
to offer a range of services, including, for example,

tax and payroll.

"Moore Stephens is able to tick all these boxes, and
furthermore has an established track record of shipping
industry experience and expertise. We are very happy
working with them."

UK overseas dividend tax changes

Although the UK government had been asked to make changes to the tonnage tax regime, the April

2009 Budget made no mention of it. In the current economic climate, it is not surprising that these

potentially complex issues have been put to one side. Companies in the shipping sector may in any

case have more pressing financial concerns at the moment. As a result, the taxation regime at least

continues to be reasonably stable.

The Finance Bill 2009 does,
however, include some provisions
which could be of interest to
certain shipping groups. There is
an exemption from tax for most
foreign dividends received after
30 June 2009. In conjunction
with this there are consequent
minor changes to the rules
relating to so-called 'controlled

Sue Bill

foreign companies' (CFCs). The exemption from the CFC
rules which previously applied if the company followed
an "acceptable distribution policy" will no longer apply
and certain holding company exemptions will also be
removed. In addition there is a cap on the deductibility

of interest payable by UK group companies. This will be
calculated by reference to the consolidated gross finance
expenses of the worldwide group and will apply to
accounting periods beginning on or after 1 January
2010. International groups should therefore review

their financial structure.

The Treasury Consent regime is also being substantially
revised. Previously, advance approval was required

for certain transactions involving shares in non-UK
subsidiaries. From 1 July 2009, this regime has been
replaced by a post-transaction reporting requirement
for transactions with a value of £100 million or more.

sue.bill@moorestephens.com
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Shipping confidence improving

Overall confidence levels in the shipping industry have shown a slight improvement over the past

three months, according to our latest Shipping Confidence Survey. But there are high levels of

concern about the harmful effects of the glut of newbuildings that will continue to come onto the

market over the next year.

The average confidence level expressed by respondents,
on a scale of 1 to 10, was 5.5, compared to 5.4 in

the previous survey in February 2009. Owners,
managers and charterers all exhibited a small increase
in confidence in connection with the shipping markets
in which they operate.

Quite apart from general uncertainty about the world
economy and the state of the freight markets, the
most commonly recurring area of concern expressed
by respondents involved the newbuilding market.
"The weight of the order book is a serious problem,"
commented one respondent, while another noted,
"There is more toxic debt on the newbuilding front
still to be revealed".

The survey showed a modest increase in the
number of respondents expecting to make a major
investment or significant development over the next
twelve months. The overall likelihood of such a
development was 5.0 out of 10.0 overall, compared
to 4.8 in the last survey.

Once again, the survey showed that demand trends
were expected to be the single most important factor

“The survey showed an increase in the
number of respondents expecting to make a
major investment.”

likely to affect business performance over the coming
year. But respondents also identified the cost and
availability of finance as a highly significant factor
affecting performance, even though there was a one
percentage point fall in the number of respondents who
expected finance costs to rise over the coming year.

richard.greiner@moorestephens.com

Outsourcing can help maximise resources

Running a modern business is a challenging task. There are increasingly more distractions to cope

with, more relationships to manage, and consequently often less time available to concentrate on

key areas of the business.

Outsourcing some or all of

a company's financial and
administrative functions in
order to free up valuable
time and resources is one
way of tackling the problem
efficiently and cost-effectively,
and the Moore Stephens
Business Support and
Outsourcing (BSO) team is
ideally placed to help. It provides services to national
and international organisations, large and small,
embracing every industry sector — including shipping
- ranging from start ups, growing businesses,

David Cockrell

international entities, businesses relocating or
restructuring to those that are winding down.

David Cockrell has moved from managing shipping
audits to join the BSO team, where he will focus on
further developing and delivering outsourced services
to shipping clients, who typically require maintenance

of accounting records, monthly management accounts,
preparation of annual financial statements under UK
GAAP, IFRS, US GAAP, VAT compliance, payroll,
business tax and other advice.

He says, "It's a somewhat different world and an
exciting challenge, although there are still tight
deadlines for almost every assignment. We have
taken on some significant clients in the past year or
so, including a large container shipowner, a product
tanker owner, a national fleet and the UK arm of a
European tanker and bulk carrier operator.

"Having the confidence to entrust the running of
part of your business to a third party provider is
essential. We've found that once clients can see for
themselves the level of expertise our BSO team offers
and the ways in which we can help, they use us for
an increasing range of services."

david.cockrell@moorestephens.com

We can work it out

Against a background of
plummeting freight rates
and the worldwide economic
downturn, banks are now
looking increasingly closely
at what they see as

failing enterprises.

In the event of a non-performing
loan, the bank will typically turn
to the management of the
borrower for information. But
an independent, credible expert
is likely to be more successful
than the management of the
company in getting at the
information which the bank
wants, analysing the numbers
that really matter, and evaluating
the business plan.

Moore Stephens' team of
industry experts is uniquely
placed to offer such a service
to banks. We can conduct an
independent business review,
working alongside lawyers
where appropriate, which will
provide the bank with the key
information it needs to reach
an informed decision in relation
to its investment, and how
best to proceed.

In many cases we can achieve
a work-out solution acceptable
to all parties. This could involve
our specialist Business Support
and Outsourcing team, who
are able to undertake a wide
range of services which are not
part of the traditional function
of the banking industry.

In appropriate cases, we can
also call on our Business
Recovery & Rescue team, with
its extensive experience of
corporate administration and
liguidation. Whatever the banks'
needs, Moore Stephens is ideally
placed to project-manage the
entire process.

michael.simms@
moorestephens.com




"Predicting wholesale
bankruptcies at this
stage might best be
called alarmist."

Peter Shaerf, managing director
of AMA Capital Partners,
responding to comments from
Paul Slater, chief executive of
First International, that more
than half of those shipping
companies with stock exchange
listings could slide into
bankruptcy or administration
proceedings in the next year.

Who to contact

If you would like further
information on any item in this
issue of The Bottom Line, or
information on our services to the
shipping industry please contact:

Julian Wilkinson
Richard Greiner

Email: firstname.lastname@
moorestephens.com

Moore Stephens LLP
St Paul’s House
Warwick Lane
London EC4M 7BP

T: +44 (0)20 7334 9191
F: +44 (0)20 7248 3408

www.moorestephens.co.uk

We believe the information in Bottom Line to
be correct at the time of going to press, but
we cannot accept any responsibility for any
loss occasioned to any person as a result of
action or refraining from action as a result of
any item herein.

Printed and published by © Moore Stephens
LLP, a member firm of Moore Stephens
International Limited, a worldwide network of
independent firms.

Moore Stephens LLP is registered to carry on
audit work by the Institute of Chartered
Accountants in England and Wales
Authorised and regulated by the Financial
Services Authority for investment business.
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Profile: Stephen Adrian

Stephen Adrian has been with the same firm for 29 years, so it would be a hard taskmaster

who would deny the Moore Stephens Melbourne director the eight-week sabbatical he is

currently engaged on.

Stephen joined Moore Stephens straight from
university, where he studied economics and law.

He was not attracted to family law or conveyancing,
but rather was drawn to the career which Moore
Stephens offered in a commercial field which used
his legal skills.

Moore Stephens has six member firms in Australia —

in Adelaide, Melbourne, Perth, Queensland, Sydney
and Sydney West. Stephen is the head of the tax
group in Melbourne, which is the largest of those
firms. He leads the shipping group and has good
exposure to private groups and property. "In Australia,
as elsewhere, " says Stephen, "the shipping industry
can benefit from advice on how best to respond to
changes which affect their operations. Just recently,
for example, the government effectively abolished
income tax exemption for income earned offshore.
The Australian shipping industry had been campaigning
for a widening of the exemption so that Australian
seafarers would be taxed on a similar basis to foreign
seafarers. Now that exemption has effectively

been removed, and Moore Stephens is to prepare a
submission to the government on behalf of its clients."

Stephen says the biggest challenge facing the
Australian shipping industry at the moment is the
struggle to maintain investment and skill levels. He
explains, "Notwithstanding our location, the industry
has been contracting. The tax system does not
encourage investment. As part of the expert service
we offer to clients, we are actively involved with the
Australian Ship Owners Association, trying to influence

government policy to stimulate investment here. A

tonnage tax regime is under consideration."

Stephen and his wife, Chunnie, have two children —
Ethan, aged eight, and Olivia, who is seven. He says,
"Both Chunnie and | enjoy both types of skiing,

and drink too much wine." The sabbatical on which
they are currently engaged will see the whole family
travel the 5,600 km by caravan from Darwin to Perth.
They are travelling by train from Adelaide to Darwin
(The Ghan), a distance of about 5,200 km and then
flying home. The road trip lasts for eight weeks and
includes visits to the El Questro, the Bungle Bungles,
the Argyle Diamond Mines, and Broome, the pearl
centre of Australia. Stephen says, "As you can guess,
Chunnie is planning to singlehandedly stimulate the
economy. You have to work long and hard to get a
sabbatical, and we intend to enjoy every minute of it."

sadrian@moorestephens.com.au

Moore speaking

Delegates to the China Maritime Congress in June this year got two Richard Greiners for the

price of one.

At the opening session, prior
to the start of the conference
proper, Richard delivered a
presentation entitled, 'Is
E y Tonnage Tax a good policy

: to attract shipping companies?"
\ﬁ Then, during the main

Lo conference, Richard presented
Richard Greiner a paper entitled 'Preparation
for IPOs'. This was clearly
value for money for the assembled audience of

shipowners, shipbuilders, bankers, lawyers,

consultants, trading companies, and suppliers from
all over the world.

And Richard has not finished yet. In October he will
present the findings from OpCost 2009 to the Lloyd's
List Events 19th International Ship Management
Conference in Hamburg. Richard's presentation to

the same conference last year in Limassol generated
considerable interest in Moore Stephens' unique costs
benchmarking tool for the shipping industry, which this
year will be the biggest and best to date.

richard.greiner@moorestephens.com




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


