








that the study indicates that the lay-time, 
besides the port time in the basic rates of 
24 hours, can be calculated to an average 
of 70 hours for VLCC - as well as the 
lightering vessel. The company has not 
questioned the stated average time. Be
cause of this and as other lay-time has 
not been given, the statement of 70 hours 
is to be accepted. ( ... ) 

Of the port-times included in AFRA 

50 per cent must be related to the load
ing- respective unloading port or 2,5, 
3 respective 3,5 days. By using a basic 
rate with a port time reduced to 50 per 
cent can therefore only a lay-time cor
responding to the half of those in AFRA 
included port times be considered, i e 
1,25, 1,5 resp 1,75 days or 30, 36 resp 
42 hours. In the transhipments VLCC, 
LR 1/LR 2-ships have been used. Those 
through the auditors' calculation con
sidered lay-times can therefore be esti
mated on an average of hours. 

The difference between this time and 
the time on which the company has based 
their report is (36-24=) 12 hours. By 
the company stated costs of 0.75 USD 
long ton should therefore be reduced 
by 12/70 or be rounded off to 0.60/ 
long ton .  

There seems not to be any reason to 
assume that a shipowner not would be 
compensated for actual lightering costs 
by an independent freight customer. 
As a consequence of this the Tax Court 
finds that the arm's length price for 
lightering shall be decided to reasonable 
0.60 USD longton. ( ... ) 

The costs for the route 
Lyme Bay-Rotterdam 

After lightering in Lyme Bay the VLCC
ships have, in most cases, called at Rot
terdam. The costs for the route Lyme 
Bay - Rotterdam have not been con
sidered in the freight calculations made 
by the auditors. 

The auditors have supported their 
judgement by i a the following. The com-
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pany has no interest to know where the 
ship sails after the lightering operation, as 
the remaining cargo is not to be delivered 
to the company. In certain cases it can be 
a matter of several port calls for the large 
ship after the lightering operation. In oth
er words, the company has paid for their 
cargo only for actual route and actual ves
sel. It seems to be evident that this pat
tern of shipping has been decided from 
the wishes and preferences of the ship
owner. With good reason you could state 
that the larger ship should have lightered 
to one ship in Lyme Bay, which then 
would have sailed to e g Rotterdam 
whereupon the larger ship never would 
have needed to call at Rotterdam but 
could have sailed directly to another load
ing port. The pattern of shipping has evi
dently been chosen as it is of economic 
advantage for both the shipowner, and in 
the mentioned example., also for the im
porter in Rotterdam. 

The company has claimed that the 
opm10n of the auditors contradicts 
practice on the tanker freight market 
and that the costs for the route in ques
tion therefore will be considered at the 
calculation of the company's freight 
costs as per an AFRA-pricing based 
on real conditions. ( ... ) 

Above (Lightering at sea) the Tax 
Court has found that the transhipments 
in question, because of having had the 
benefit of a lower freight tarif, have 

meant such a benefit for the company, 
that the arm's length price for these is 
a deductable cost for the company. The 
judgement of the auditors brings that the 
question who shall pay the costs for 
the deadfreight that arises after having 
transhipped the crude must be answered. 
It would be out of the question to charge 
the other freight customers, who have 
utilized the part cargo trading, for these 
costs. If a shipowner would not be re
munerated for the costs it is not sure 
if part cargo trading at all would have 
been effected in actual cases. ( ... ) 

Deadfreight 

Deadfreight means the difference between 
the carrying capacity and the actual cargo 

of a ship, i e not used cargo space. The 
auditors have in their freight calcula
tions used an AFRA-quotation which 
not always belonged to the AFRA

category (size) to which the actually 
used ship is to be classified. When the 
actual cargo has belonged to an AFRA

category which includes smaller ships 
than the actually used ship, the AFRA

quotation has been applied to the first 
mentioned category. If a ship of 100 000 
DWT (LR 1) has transported a cargo of 
75 000 ton the AFRA-quotation of 
LR 1-ships has been used. 

Through this way of calculating costs 
the company has claimed that at the cal
culation of the freight costs of the com
pany as per AFRA, based on actual con
ditions, costs for deadfreight shall be con
sidered. ( ... ) 

The situation is somewhat complicat
ed for big oil companies that supply 
their customers with vessels from a 
central pool. There is a physical impos
sibility always to adjust the size of the 
vessel to the needs of one single customer 
and when several customers share a vessel 
in favour of all of them, who shall then 
decide which customer caused the dead

freight? One can furthermore say that 
if customers wish to have a part cargo 
on a big vessel and thereby will get his 
benefit of a lower freight, all charterers 
should be mutually responsible for dead
freight. As to the ships that are used at 
the transhipment (for the purpose of 
which SIPC had put aside two vessels 
of 70 000 DWT and two vessels of DWT 
115 000 in Europe especially reserved 
for this purpose) our company would be 
responsible for the deadfreight that arises 
for the two smaller vessels while the 
deadfreight that arises for the two bigger 
ships is a rather open question. ( ... ) 

From what is informed about AFRA in 
this case, the Tax Court cannot find 
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