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The UK tonnage tax regime provides an alternative way of 

calculating taxable profits of companies operating qualifying 

ships that are strategically and commercially managed in the UK. 

Taxable profits are calculated by reference to the net tonnage of 

the vessels that a company owns and/or operates. 

Special rules relating to offshore activities
Specific rules apply to certain vessels engaged in “offshore 

activities”, which are activities in connection with the 

exploration or exploitation of the seabed or subsoil or their 

natural resources situated in the UK sector of the continental 

shelf (UKCS). These rules operate to ensure that most vessels 

engaged in offshore activities are outside the UK tonnage tax 

regime and therefore a company is subject to UK taxation under 

the normal UK corporation tax rules on these profits. Depending 

on the type of vessel and the nature of the activities carried out, 

the vessel may be wholly excluded from the UK tonnage tax 

regime, excluded only when carrying on certain activities, or 

wholly within the UK tonnage tax regime (provided all relevant 

conditions are satisfied).

Vessels wholly excluded
Certain vessels are wholly excluded from the UK tonnage tax 

regime – this applies to offshore installations (including FPSOs 

and flotels) and tankers dedicated to a particular oil field.

Vessels wholly within tonnage tax
Certain activities are not regarded as offshore activities and 

therefore vessels carrying on these activities will be within the 

tonnage tax regime even when they are carrying out offshore 

activities as defined above. These activities are: offshore supply 

services, towage, salvage and other marine assistance, anchor 

handling, carriage of liquids or gases, safety or rescue services, 

and the carriage of cargo in connection with dredging. 

UK tonnage tax – rules relating  
to offshore activities

Vessels partly within tonnage tax
Vessels engaged in other activities will be outside tonnage tax 

whilst engaged in offshore activities as defined above. Typically 

this will apply to diving support vessels, heavy lift crane barges 

and seismic survey ships although this list is not exhaustive. 

Computational rules
If a ship which is within the special rules spends part of a tax 

accounting period engaged in offshore activities, and part of the 

period working elsewhere then:

• the taxable profits relating to the period whilst it was 

engaged in offshore activities will be calculated using the 

normal UK corporation tax rules; and

• the taxable profits for the rest of the period will be calculated 

using the tonnage tax rules.

Special computational rules apply to split the profits between 

the two activities. Broadly, this must be done on an actual basis. 

Where the vessel is providing transport for services necessarily 

provided at sea, it may be necessary to carry out a further split 

of the profits relating to the non-offshore activities, as HMRC 

may consider that part of the profit relates to services which are 

not necessarily provided at sea, such as onshore support or 

engineering work undertaken by onshore engineers, and that 

profits relating to these activities are therefore also outside the 

tonnage tax regime. 

Capital allowances
Capital allowances can be claimed in respect of the non-

tonnage tax periods. Specific advice should be obtained.
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