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Editorial
Dear GGI Member
No trace of a summer lull. We have
put together a diverse selection of summer reading with many news items and
interesting articles.
In September, this year’s Germanspeaking meeting will take place in Bolzano, South Tyrol, Italy. Alongside a varied conference programme, there will be
plenty of time for networking and catching up with familiar faces. The carefully
selected leisure programme provides the
opportunity to explore the region and get
to know other delegates better, perfectly
rounding off the conference.
The opening ceremony of the new GGI
Boston office will follow only a week and a
half later. Ady Nordman shares some restaurant recommendations for Boston in
his travel tip column. Those attending the
office opening in Boston might also wish
to visit the first North American EasyMeet
in Raleigh, North Carolina, which will take
place the following weekend. The first
GGI event for juniors and associates in

the USA is being organised by host firms
Brooks, Pierce, McLendon Humphrey &
Leonard LLP and Stancil & Company.
And then it is only three weeks to go
until this year’s GGI World Conference in
Rome, Italy. Ambassador John G. Bruton
is confirmed as guest speaker. A motivating conference programme and amazing excursions are sure to fascinate and
charm delegates.
A short conference review keeps GGI
members who were unable to attend informed. Managers from around the globe
gathered for the Leadership Forum at the
Eisenberg hotel.
The first North and Latin American
Joint Regional Conference in Miami is behind us and was a success. The animated
exchange between members of the two
neighbouring continents was regarded as
profitable and was the launch pad for a
number of collaborative projects.
Geneva Group International has once
again made the Top Ten in this year’s Ac-

countancy Magazine ranking. The accompanying article in Accountancy Magazine
has been published on the GGI website.
GGI member firm Haines Watts has
won an impressive national award and
been named Auditor of the Year in the
SME category at the annual FDs Excellence Awards.
Prof. Dr. Teodoro Cocca will be fielding
questions on the euro crisis.
Jonathan M. Joseph informs the readership on multiple government laws and
regulations, which make data security
breach recovery efforts complicated in
the USA, Graeme Fraser and Henry Moss
discuss international wealth preservation
in London, Tetsuya Umehara shares his
views on the European sovereign debt crisis – perceptions from Japan in comparison with the “lost decade”. Iain Spittal
gives insights in “Tax incentives for ship
leasing in Australia” and Graham “the
man with the golden gun” Busch talks
about the UK’s secret international trading vehicle. Robert Anthony shares his
thoughts on a delectable investment opportunity – investing in wine.
We hope you enjoy this varied edition
of INSIDER.

Your GGI Team
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➜ 14-16 September 2012
GGI German Speaking Chapter
Bolzano – Italy
➜ 26 September 2012
GGI Office Opening
Boston, MA – USA
➜ 28-30 September 2012
GGI EasyMeet North America
Raleigh, NC – USA
➜ 18-21 October 2012
GGI World Conference
Rome – Italy
➜ 16-18 November 2012 (TBC)
GGI EasyMeet
Prague – Czech Republic
➜ 13-16 December 2012
GGI Asian Regional Conference
Bangkok - Thailand
➜ 18-21 April 2013
GGI European Conference
Lisbon – Portugal
➜ 09-12 May 2013 (TBC)
GGI North American Conference
San Francisco, CA – USA
Please refer to our website
for actualised information and
additional events: www.ggi.com,
entry “Events”
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GGI German Speaking Chapter will be held in Bolzano

14-16 September 2012

GGI German Speaking
Chapter in Bolzano
This year’s GGI German-speaking
chapter will be held in Bolzano, South Tyrol – Italy, on the weekend of 14-16 September 2012. The event will be hosted by
GGI member firms Pichler Dejori Comploj & Partner and Volgger, Grüner &
Partner.
Pichler Dejori Comploj & Partner is
an independent firm of chartered ac-

countants, tax consultants and auditors,
who have been providing advice on tax
issues, business management and corporate law to national and international
clients for over 30 years.
The law firm Volgger & Grüner was
founded in 1985. Their areas of practice
range from non-judicial counselling to

...next page
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UPCOMING GGI EVENTS
litigation in all aspects of commercial
and civil law, as well as administrative
law, tax law and criminal law.
Over the years Volgger Grüner & Partner have successfully concentrated on
counselling foreign companies and individuals who wish to do business or make
investments in Italy. They also carry out
mandates as members of corporate
boards and internal auditors.
The programme kicks off on Friday 14 September with a welcome dinner in the conference hotel Laurin.
On Saturday, there will be a number
of presentations. Konrad Bergmeister,
CEO of BBT and President of the Free
University in Bolzano, will talk about
the Brenner-Basis-Tunnel (BBT) building project. Dr. Reinhard Volgger will explain the background and establishment

of South Tyrol’s autonomous status,
Dr. Mirko Eller will provide information
on the jurisdiction of South Tyrol, specifically which general conditions, special
features and advantages exist. Dr. Michael Grüner will demonstrate the factors
in South Tyrol’s success as a business
location, as the crossover point between
two cultures. Josef Vieider will talk about
tax updates in Italy.
This and other stimulating talks are
sure to animate lawyers and auditors, giving greater understanding of the South
Tyrolean business region and informing
about further innovations and interesting features.
For the late afternoon, the Kellerei
Tramin offers tours of their site with the
opportunity to sample wines under expert guidance. This will be followed by

an evening meal at the restaurant “Gretl am See” on Lake
Caldaro. The hosts have also
organised an optional mountain tour in the Dolomites for
those arriving early.
GGI members who have
not yet registered, may still
do so. Please use the online
registration tool at www.ggi.
com (member login/events).
The detailed conference programme is also available here.

The conference hotel Laurin

28-30 September 2012

Raleigh, North Carolina:
First GGI North
American EasyMeet
GGI member firms Brooks, Pierce,
McLendon Humphrey & Leonard LLP
and Stancil & Company would like to invite all junior professionals and associates of GGI member firms to join them
for the first ever North American EasyMeet hosted in Raleigh, North Carolina
on 28-30 September.
The conference offers excellent presentations, workshops and several net-

Castles near Bolzano
CONTENT
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working opportunities to bring together
the young professionals of GGI members
in North America and worldwide. Not to
be forgotten is the very appealing leisure
programme, which will guarantee that
the weekend is both a fruitful and enjoyable professional experience.
Robert T. Geolas, who is the President
and Chief Executive Officer of Research

...next page
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UPCOMING GGI EVENTS
Triangle Foundation of North Carolina,
will hold a fascinating presentation on
“The Changing Face of Business” concentrating on the roles of lawyers, accountants and consultants. Research
Triangle Park is home to more than 170
global companies (including IBM, GlaxoSmithKline, Credit Suisse and Cisco) that
foster a culture of scientific advancement
and competitive excellence.
Richard E. Mastrocola and John Parker will both host presentations followed
by workshops focusing on specific topics
relating to the daily business of advisors
and will explain the role of passive foreign investment companies.
The professional event will take place
in the Raleigh Marriott City Center Hotel
located in the heart of Raleigh just a 25

minute drive from the airport.
Friday night will kick-off with a welcome
cocktail at the North Carolina Governor’s
Mansion, and be followed by a dinner in
town at 18 Seaboard. The Saturday evening programme features an outdoor barbecue at the home of Wade H. Hargrove,
a Senior Partner with Brooks Pierce, and
will have a live band playing Bluegrass
music to give participants a taste of the
warm culture of North Carolina.
We look forward to welcoming many
of you to Raleigh.
GGI members who have not yet registered, may still do so. Please use the
online registration tool at www.ggi.com
(member login/events). The detailed
conference programme is also available
here.

The first GGI North American EasyMeet will be held in Raleigh, North Carolina, USA
CONTENT
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Rome, Italy – the “eternal city”

18-21 October 2012

GGI annual World
Conference in Rome
From 18 to 21 October 2012 GGI’s annual World Conference will take place in a
gorgeous setting of the famous Parco dei
Principi Grand Hotel & Spa in Rome. Attendees will be able to enjoy a stunning
view of the Villa Borghese Park and the exclusive Parioli district. The conference will
be hosted by GGI member firm Refidata
srl.
Ambassador John G. Bruton has accepted our invitation to deliver the key
note speech on the eurzone financial crisis.

...next page

Key note speaker at the GGI World
Conference: Ambassador John G. Bruton
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UPCOMING GGI EVENTS
He will speak about challenges and opportunities and give an outlook on economic
trends. John Gerard Bruton was Prime Minister of Ireland from 1994 to 1997. Previously he held a number of top posts in the
Irish government, including Minister for
Finance, and Minister for Industry, Trade,
Commerce and Tourism. From 2004 to
2009 he served as the Ambassador of the
European Union to the United States.
Practice Group meetings invite GGI
delegates to lively discussions on contentspecific topics. Experts from all over the
world can exchange technical knowledge
and visions as well as discover opportunities for future joint business projects.
On Saturday morning a workshop ses-

REVIEW GGI EVENTS
sion will take place. The conference presents an excellent opportunity for delegates from all over the world to network,
meet with key decision makers, forge
new friendships, exchange views, knowledge and ideas, catch up with old friends
and gain inspiration from top-quality
lectures, and by participating in practice
group meetings and workshops.
As usual a colourful mix of fringe
events will round off the conference.
GGI members who have not yet registered, may still do so. Please use the
online registration tool at www.ggi.com
(member login/events). The detailed
conference programme is also available
here.

The famous Parco dei Principi Grand Hotel & Spa in Rome
CONTENT
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Leadership Forum participants in Neumarkt, a famous artists’ colony

GGI Leadership Forum
in Eisenberg, Austria
This year, the annual GGI Leadership
Forum, held in Eisenberg, Austria, took
place from 14 to 17 June, 2012. The beautiful surroundings of Austria’s Burgenland,
coupled with the wonderful weather, resulted in a fantastic atmosphere throughout the weekend and a successful conference overall.
The conference began with a welcome
cocktail on the terrace of the Eisenberg
hotel, where delegates were given the opportunity to meet fellow GGI members.
This was followed by an exquisite dinner,
after which participants had the opportunity to enjoy drinks at the bar.
Friday kicked off with a welcoming
speech by Mr. Claudio Cocca, founder and
president of GGI. This was followed by a
stimulating address given by Mr. Nenad

Keynote speaker Nenad Pacek
Pacek, who was the keynote speaker for
the conference. Mr. Pacek currently advises global and regional directors of almost
300 multinational corporations and is

...next page
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REVIEW GGI EVENTS
founder and president of Global Success
Advisors (global business and economic
advisory). He gave an exceptionally insightful speech on the future of business
in the eurozone and the emerging markets, some of whose economies may offer
a series of opportunities. Thereafter, Ms.
Martina Hölbling of the Austrian Business
Agency gave a presentation on the suitability and benefits of investing in Austria.
To conclude the morning session, Mr. Michael Reiss von Filski, CEO of GGI, introduced the new GGI members present at

Painting competition

the conference and Amiran Kav
kasidze
announced upcoming GGI conferences
and events planned for the coming year.
The afternoon consisted of an interactive panel discussion involving all the delegates. This proved to be highly beneficial,
as the topics covered included the effects
of the eurozone crisis on businesses, the
responsibilities of a leader within an organisation, the various liabilities which
need to be managed, the role of women
in executive management positions, etc.
In the evening, members were taken
to a nearby village – Neumarkt, which is
famous as an artists’ colony. Delegates
then participated in a painting competition, supervised and judged by local professional artists. The competition was followed by an excellent barbecue dinner in
the village to the accompaniment of lively
music from a local folk band.
Saturday morning consisted of two

GET PDF

Open panel discussion

Questions and answers

GGI North American
and Latin American Joint
Regional Conference
The first North American and Latin
American Joint Regional Conference was
held from 21 to 24 June 2012 in Miami, FL,
USA, and was kindly hosted by GGI member firm Cantor & Webb P.A.
The International Tax Practice Group
(ITPG) already met on Thursday afternoon to discuss technical topics, such as

Canoe ride on the river Raab
CONTENT

highly informative and interactive workshops; “Retirement Planning”, lead by Mr.
Gordon Smith and “Retention of Clients”,
held by Mr. Henry Charles. Following the
lunch, delegates were given the opportunity to go on a canoe ride on the river Raab.
The deceptively small river proved to be
challenging at times, but we are proud to
say that all of the participants managed to
complete the ride!
The conference ended with a cocktail
reception and a fabulous 7-course meal in
the wine cellar of the Eisenberg hotel, accompanied by an excellent live jazz band.
We hope to see many of our GGI members at the next GGI Leadership Forum,
which will be held from 20 to 23 June 2013!

“Real Estate Investment Trusts”, “Tax issues of exporting goods and services to
Brazil”, “Cross Border planning” and “Foreign investments in US Real Property”.
Speakers and attendees from North and
Latin America enjoyed the lively exchange
of expertise and business opportunities

...next page
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Fascinating speech: David J. Sheehan

Captivated attendees: Mona Pearl

brought together from the two neighbouring continents.
Officially the successful conference
kicked off with a welcome dinner on
Thursday evening. David J. Sheehan delivered a fascinating speech on Friday
morning on Madoff’s Ponzi scheme.
The many questions from the audience
showed the immense interest in this
topic.
Mona Pearl captivated attendees with
her presentation on “the hidden costs of
doing business globally”. She demonstrated very clearly what lies under the
surface in international business. She
illustrated how meaningful examples of
situations in which body language, customs, social norms, values and different cultures had considerable impact on
successful business transactions, demonstrating the importance of paying attention to the invisible factors involved
in doing business.

The new practice group Forensics / Litigation Support has been established by GGI
members Raimundo Lopez-Levi Lima, Guillermo Cintora and Francisco J. de la Torre
CONTENT
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GGI CEO Michael Reiss von Filski (right) with David J. Sheehan and GGI members. A
total of more than 150 members attended the conference

Steven L. Cantor and Arthur J. Dichter
from GGI member firm Cantor & Webb
P.A. discussed how US tax and reporting
requirements can sometimes hamper
career plans.
Vivid group discussions in form of
practice group meetings and workshops
rounded off the delegates programme.
The new practice group Forensics / Litigation Support has been established by GGI
members Raimundo Lopez-Levi Lima,
Guillermo Cintora and Francisco J. de la
Torre. Also the social aspect of the conference was not left out: on Friday evening attendees enjoyed a dinner at Rusty Pelican.
The Gala Dinner was served onboard the
South Beach Lady, an exclusive yacht with
a buffet dinner, dancefloor and live band.
The perfect good bye to Miami was
definately the stunning view of Miami
during the night from the rooftop at the
yacht. Overall the Joint Regional Conference has been a wonderful experience
and a great success.

Steven L. Cantor with team from the host
GGI member firm Cantor & Webb P.A.

Animated conversations
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NEW MEMBER FIRMS

Hong Kong
Robertsons Law Firm
57/F, The Center
99 Queen’s Road Central
Hong Kong
Hong Kong
T:
F:
E:
W:

Korea
JungJin LLC
3rd Flr. Duwon Bldg.
827-20 Yeoksam-dong
Kangnam-ku
135-935 Seoul
Korea

+852 2868 28 66
+852 2868 58 20
info@robertsonshk.com
www.robertsonshk.com

T:
F:
E:
W:

+82 2 563 31 33
+82 2 563 30 20
chakang@jjaco.co.kr
www.jjaco.co.kr

Philippines
Triple i Consulting Inc.
6F 104 Paseo De Roxas Blvd.
Makati City
Philippines
T:
F:
E:
W:

+63 2 553 88 41
+63 2 553 08 74
info@tripleiconsulting.com
www.tripleiconsulting.com

Company languages: English, Cantonese. Contact person: Frank Szeto, frank@
robertsonshk.com. Service: Law Firm.

Company languages: Korean, English. Contact person: Chang Koo Kang, chakang@
jjaco.co.kr. Services: Financial Audit &
Accountancy Services, Tax Consulting, Management Consulting, Corporate Finance.

Company languages: English, Filipino, German, French, Hindi, Mandarin, Hebrew.
Contact person: Judah Hirsch, jhirsch@
tripleiconsulting.com. Service: Financial Audit, Tax Consulting, Management Consulting.

Frank
Szeto

Chang
Koo Kang

Judah
Hirsch

We wish to extend a very warm welcome to our new distinguished members.
CONTENT
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United
States
Ervin Cohen & Jessup LLP
9401 Wilshire Boulevard
Ninth Floor
Beverly Hills, CA 90212-2974
United States
T:
F:
E:
W:

+1 310 273 63 33
+1 310 859 23 25
rleff@ecjlaw.com
www.ecjlaw.com

Company languages: English, Spanish, Russian, Farsi, French, Hebrew, Portuguese,
German, Cantonese. Contact person: Randall S. Leff, rleff@ecjlaw.com. Service: Law
Firm.

Randall
S. Leff

We wish to extend a very warm welcome to our new distinguished members.
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NEW MEMBER FIRMS

United
States
Funaro & Co. PC
Empire State Building,
350 Fifth Avenue, 41st Floor
New York City, NY 10118
United States
T:
F:
E:
W:

United
States
Prager and Fenton LLP
675 Third Avenue
New York City, NY 10017
United States
T:
F:
E:
W:

+1 212 947 33 33
+1 212 947 47 25
info@funaro.com
www.funaro.com

+1 212 972 75 55
+1 212 370 15 32
gwolosky@pragerfenton.com
www.pragerfenton.com

Company language: English. Contact person: Joseph Catalano, joe.catalano@
funaro.com. Services: Financial Audit &
Accountancy Services, Tax Consulting, Management Consulting.

Company language: English. Contact person: Gabe M. Wolosky, gwolosky@prager
fenton.com. Services: Financial Audit & Accountancy Services, Tax Consulting, Estate
Planning.

Joseph
Catalano

Gabe M.
Wolosky

We wish to extend a very warm welcome to our new distinguished members.
CONTENT
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26 September 2012

GGI Office Opening
in Boston, USA
On 26 September 2012, the GGI North
American Regional Office, located in the
heart of Boston’s financial district, will
be inaugurated officially with an opening ceremony. The office has undergone
a complete renovation, giving space for a
regional team with up to ten employees.
The North American GGI team is pleased
to serve GGI members from the United
States and Canada in all GGI related subjects. The office already became operative
at the beginning of 2012.
If you happen to be in the Boston area,
you are kindly invited to attend our opening event. It will start in the early evening
with a reception in GGI’s newly refurbished office space before proceeding for
dinner. GGI will be providing one complimentary night of accommodation for GGI
members. The accommodation provided
will be for the night from 26-27 September
and located at the Boston Intercontinental Hotel.
We hope you will be able to attend. If
you require any logistical support Adam
Crowson, crowson@ggi.com is pleased
to assist you. Also note Ady Nordman’s
restaurant recommendations for Boston
in his travel tip column on pages 47/48.

If you are traveling to Boston for the
opening event, also consider attending
the first ever EasyMeet in North America,
which will kindly be hosted by GGI’s two
member firms in North Carolina, Brooks
Pierce, McLendon Humphrey & Leonard
LLP and Stancil & Co. The EasyMeet will
take place from 28 until 30 September 2012
in Raleigh. Read more about GGI’s first
North American EasyMeet on pages 7/8.
GGI members who have not yet registered for the office opening and / or
EasyMeet, may still do so. Please use the
online registration tool at www.ggi.com
(member login/events). Further details
are also available here.

Building with the new GGI Boston office
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GGI is ranked again
6th in the world
The latest survey of international
networks and associations carried out
by Accountancy Magazine in London,
firmly positions Geneva Group International (GGI) in 6th place in the World.
As the biggest global multidisciplinary
alliance, Zurich-based GGI’s cumulated
fee income has reached USD 4.287 billion.
GGI currently has over 550 offices in more
than 90 countries and a total professional
staff of 19,513 that takes care of the accounting, legal, taxation and consulting matters
of its growing international clientele.

CONTENT

Michael Reiss von Filski, CEO of Geneva Group International, said, “We are
proud to be the largest multidisciplinary
organization worldwide. As a true Swiss
institution, we will continue growing
and setting standards underlining high
quality and professionalism.”
Every year, Accountancy Magazine,
the official journal of the Institute of
Chartered Accountants in England and
Wales, publishes an annual survey of
the top 25 international networks and
associations.

GET PDF

National UK award
for GGI member
firm Haines Watts
GGI Accountancy member firm,
Haines Watts, is celebrating success, having won a national award voted for by Finance Directors (FD) and key financial decision makers in SME companies in the
UK. Haines Watts have been named Auditor of the Year in the SME category at the
annual FDs Excellence Awards.
The Awards celebrate the work of FDs
and their service providers who contribute
to the success of British business and sustainable growth. The prestigious awards
ceremony held in Grosvenor Square, London and hosted by Real Business and held
in association with the Institute of Chartered Accountants in England and Wales
(ICAEW) and supported by the Confederation of British Industry (CBI).
The respondents were asked to rate
their auditor on service; value for money;
ability to flag up risks; and quality of audit partners. Haines Watts were rated top

Andrew Bodkin
against other UK firms such as Crowe
Clark Whitehall, Grant Thornton, PKF and
RSM Tenon Group.
Haines Watts is a Top 20 UK
firm of Chartered Accountants
that specialise in the owner
managed business sector with
a broad range of services and
 ...next page
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over 80 years experience in working with
privately owned businesses. The group
has a national network with over 60 offices. Each office provides audit, accountancy, tax, VAT, financial services, expense
control, corporate finance and business
advice.
Andrew Bodkin, Partner at Haines
Watts, commented: “It’s this type of award
that matters to us because it’s voted for by
real business people not some academic
panel of experts.”
Andrew added: “Our core client base
is owner managed businesses, so to get
this endorsement means a great deal to

us,” We are proud of all of our staff who
do an outstanding job for our clients day
to day and who have contributed towards
us winning this award.”
GGI member firm
Haines Watts
Financial Audit & Accountancy Services,
Tax Consulting, Management Consulting,
Corporate Finance
60 offices in all major towns and cities
throughout the United Kingdom
Andrew Bodkin
E: ambodkin@hwca.com
W: www.hwca.com

The GGI North
American Regional
Council is Underway!
First and foremost, thank you to all of
those who applied to become members of
the GGI North American Regional Council. Applications were accepted after the
formation of the council was previously
announced at both the North American
Regional and World Conferences, both of
which were held in Toronto last year.
The members of the council were decided on by the GGI Executive CommitCONTENT

tee and it is their pleasure to announce
the members that will act as an advisory
body to GGI management to help shape
and determine the local needs of the
North American GGI Region.
The current North American Regional
Council members include:
▶ Jim Smart of Smart Devine, Philadelphia, PA, Chairman of the North
American Regional Council
GET PDF

The GGI North American Regional Council is underway

▶ Hal Litchford of Baker Donelson, Orlando, FL, Vice Chairman of the North
American Regional Council
▶ Mark Kelly of Rowbotham & Co., San
Francisco, CA, Vice Chairman of the
North American Regional Council
▶ David Surprenant of Mirick O’Connell,
Boston, MA
▶ Edward Winslow of Brooks Pierce,
Greensboro, NC
▶ Bob Frank of Frank & Company, Washington D.C.
The intention of this council is to
gain insight into local market trends and
exchange information to find better approaches and solutions to region-specific
issues. By establishing this council, GGI
is able to create a forum comprised of local authorities throughout the region to
identify issues relevant to specific pro-

fessional areas. The initial kick off meeting of the newly established council was
more than successful and was held at the
conclusion of our joint North and Latin
American Regional conference in Miami
last month.
The management of GGI is looking
forward to working with the council to
help identify the local needs of the region and facilitate the implementation of
the great ideas that are rapidly emerging
from our members. This council is yet
another stepping stone to support the
growing organization of GGI.
To all of our members, please feel free
to communicate any ideas you may have
to your local representatives on the council, as well as GGI management. Congratulations again to all those who were
elected to help guide the North American
GGI Region.
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Interview with Prof. Dr. Teodoro Cocca

Euro on the brink
Almost a year has gone by since our last
interview in September 2011. The debt
crisis, and especially the euro crisis, are
still omnipresent. In the meantime the
contagion has spread to Spain and Italy, who are in the throes of a public finance and banking crisis. Optimism in
Europe appears to be waning and resignation is spreading. We hear warnings
such as those issued recently by IMF
boss Lagarde or the investor George Soros that the euro is in danger of collapsing in three months. How long do you
give the euro and what would happen
were it to collapse?
Prof. Dr. Cocca: The moment of truth
is edging ever closer. The situation will
become critical if Italy elects a new government and the markets lose trust in it. At
present the Mario Monti government is
still enjoying confidence, although this is
fast disappearing. As regards the future of
the euro, all roads lead to Rome. Whether
the euro survives in its present form rests
with Italy. Where possible the euro and
the existing hopeless crisis management
strategy will be held on to for so long that
in the end everyone will be pleased if the
euro collapses. The risks of existing rescue
measures are increasing so rapidly that
you have to ask yourself whether the colCONTENT

lapse of the euro, which today could still
be managed in an orderly fashion, might
be a better option.
Spain still just fits under the rescue umbrella, but there is no solution for Italy.
With long-term interest rates of more
than 6 %, a debt level of over 120 %
and a structural growth weakness, Italy cannot maintain its membership
in the euro. Italy needs euro bonds; a
permanent reduction in financing costs
through a joint debt of the Eurozone
countries.
You said at the interview in September 2011 that euro bonds are no solution. Do you think there is still a way
of saving the euro without resorting
to euro bonds? If so, what solution do
you think is politically feasible given the
enormous pressure by capital markets?
Prof. Dr. Cocca: Who would buy euro
bonds? Nobody seems to be thinking
about this. I think the longer the crisis
drags on and the clearer it becomes that
the current political class is not able to
solve the problem, the more pointless
euro bonds will be. Euro bonds would only
make sense for a eurozone 2.0, where it
would be ensured that budgetary discipline and competitiveness are guaranteed,
GET PDF

but we are a long way from achieving that
goal. It seems to me that the time window
for reaching a political solution is slowly
closing. The credibility of EU politics has
hit rock bottom. Instead, the signs are that
a solution is needed which will allow a twospeed Europe, in other words, withdrawal
of the weak countries and reintroduction
of the European Monetary System (EMS).
This will be painful, but it appears to be
the only credible solution.
We talked about euro bonds at the interview in September 2011. You pointed
out that we already have a kind of mini
transfer union. Between 1976 and 2008
one EU member, i.e. Germany, made
more net contributions to the EU than
all the other net payers put together.
The transfer union will be strengthened
by the introduction of the ESM (European Stability Mechanism). The current
dispute between German economists
clearly illustrates that in Germany political unrest about the rescue measures
is growing. A current and representative
survey indicated that 58 % of Germans
(in 2010 it was only 39 %) want the return of the deutschmark. How long will
Angela Merkel be able to withstand this
political pressure, from her EU partners
on the one hand and her electorate on
the other, especially given that federal
elections are due to take place in 2013?
Prof. Dr. Cocca: At the moment Angela
Merkel appears to be firmly in the saddle,
if you look at her popularity figures. The

Professor Dr. Teodoro Cocca
lack of discipline of the EU peripheral
countries seriously calls into question
the current crisis strategy. Germany will
reach a point where, as the rescuer, it will
itself be in great danger of becoming insolvent. It is actually already implicitly the
case today that without Germany the eurozone would long since have collapsed.
If the impression is reinforced that the peripheral countries are not really willing to
change, the solidarity between the richer
and the weaker states will rapidly disappear. The first signs of this erosion are already apparent. This solidarity is actually
the only reason why the euro construct is
still holding steady. However, it will not be
able to continue for much longer unless
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a different crisis management strategy is
pursued. As an Austrian taxpayer, I have
personally lost patience with the situation
and would no longer be prepared to support the peripheral countries with my taxpayer’s money and would rather call for
reform measures, especially in the case
of huge government apparatuses (e.g. in
Italy).
The problem is not just the size of the
ESM, but rather its structure. Under
this system, all the countries outside
the rescue umbrella are liable for all
the countries under it. If Spain also
joins them, two things will happen simultaneously. The total guarantees
will sky rocket. And there will be fewer countries who are accountable for
these guarantees. Therefore, you can’t
solve the problem by simply making
the rescue umbrella bigger. Don’t you
think the rescue umbrella is a flawed
construction when at the end of the
day perhaps only Germany, Holland,
Luxembourg, Finland and Austria will
be left to pay for all the others? On the
other hand, it is suspected that Germany would lose its top rating as soon as
the ESM is introduced and would then
also have to pay more interest. What
do you think?
Prof. Dr. Cocca: Yes, you’re right. The
basic problem is that the ESM and all the
rescue measures so far have merely tried
to buy time. The underlying problems
were not adjusted to accommodate this.
CONTENT

There are now signs that sooner or later it
will no longer be possible to buy time. The
situation could intensify further, in that the
eurozone receives outside help; the US
and China could soon be asked to step in
as lenders. However, these lenders will demand more concrete measures.
Italy is not far away from the point at
which it can no longer finance itself on
the markets without outside help. As Italy is actually too big for the rescue umbrella, but interest rates are increasing
more and more to an intolerably high
level, political pressure in Italy to exit
the euro will grow. Since Italy has a comparatively low level of new debt, in spite
of the old debts, this makes the country
relatively independent from the outside
world. A brutal debt cut would put an
end to the inner-Italian crisis overnight.
Leaving aside the catastrophic consequences for the rest of Europe and the
banking system, do you think this scenario would be conceivable?
Prof. Dr. Cocca: Italy’s debt cut would
have serious consequences for the global
economy because Italy is one of the largest
debtors. The repercussions would stretch
from the US to Asia. As Mario Monti’s government is showing, Italy would have the
means to win back the trust of the markets on its own. Compared to his predecessor, Monti has already achieved quite
a lot. However, the politicians in Italy are
still ranting about the wicked speculators,
instead of recognising that they are actuGET PDF

ally the problem. As long as they refuse to
face reality there will be no solution for the
country. A debt cut would not restore Italy’s competitiveness. Devaluation via the
reintroduction of the lira would at least artificially strengthen its competitiveness. A
reform of the health system, public administration, educational institutions and the
political architecture is unavoidable.
The net claims made by the German
Bundesbank on Target 2 (Target 2: intra-European payment system between
the central banks in the euro system)
amounted to € +730 billion at the end
of June 2012, more than double what
they were a year ago. This clearly demonstrates that a massive capital flight
from the European periphery is taking place in the direction of Germany,
which is also intensifying the banking
crisis in the peripheral countries. This
means that the intra-European balance
of payments crisis is becoming more
and more risky for Germany and a collapse of the euro would be an expensive
nightmare for Germany in this role as
guarantor. What kind of solutions are
available to stem this capital flight?
Prof. Dr. Cocca: All the protagonists
must believe in the future of the euro again.
As long as there are doubts, moving capital in the direction of Germany is a very rational thing to do. Who wouldn’t do that?
The good thing about this gigantic sum
guaranteed by Germany is that Germany
is sitting in the same boat as the periph-

Interview with Professor Dr. Cocca
eral countries and is therefore just as interested in retention of the euro and the constant refinancing of debt as the problem
states. On the other hand, this also means
that Germany is de facto already insolvent
if one were to take into account the implicit guarantees that the country is giving or
will give. The total debts of the eurozone
are weighing on Germany’s shoulders.
This may be a good sign and shows what a
mess the eurozone is in. By trying to save
the whole unsustainable euro construct, it
has now really been compromised.
At the interview in September 2011 you
said that intensification of the euro crisis could only be prevented if stronger
integration, i.e. a common fiscal and
economic policy were to be operated.
Recent developments in this direction
were not very promising. In the European crisis as whole everything is now
revolving around Germany. Now there
are signs that Germany is falling back
into recession. Do you think there is still
enough time and political will to push
through the fiscal union if Germany
then has to put itself first?

...next page

GGI INSIDER No. 60 – July | 2012

27

28

GGI COMMON INTEREST
Prof. Dr. Cocca: It will indeed be increasingly difficult to believe in further integration. Certainly there has hardly been any
change up to now despite considerable
efforts. When it comes down to the really

Professor Dr. Teodoro Cocca, Vice
Chairman of the Board of Directors
of GGI, is Professor of Asset Management and member of the Research Institute for Banking and Finance at the
Johannes Kepler University in Linz. He
is also Adjunct Professor at the Swiss
Finance Institute in Zurich. Prior to
that, he worked at Citibank for several
years, where he was involved in investment and private banking, conducted
research at the Stern School of Business in New York and taught at the
Swiss Banking Institute of the University of Zurich. As an adjunct lecturer for
banking and finance at the University
of Zurich, he is coveted speaker at academic conventions and international
conferences and is adviser to a number of financial institutions. In October
2011, the banking expert was selected
as Dean of Faculty of Social and Economic Sciences at the Johannes Kepler
University. Professor Cocca was born in
Switzerland and has Italian roots. He is
the Chairman of the annual European
Private Banking Summit, which takes
place in Zurich. He is a member of the
Board of Directors of VP Bank and an
advisor to various finance companies
in Switzerland and abroad.
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crucial details, budgetary discipline and reforms will not play a part, and instead it will
be about blithely financing debt with new
debt. I fear that in the current situation Germany will not be in a position to just think
about itself, as ultimately it is sitting in
the same boat as the other countries.
Should Germany decide to leave this
boat, that would, of course, be the end of
the EU project in its current form. Therefore, it is not a good idea to overstretch
the patience of the contributing countries
(Germany, Holland, Luxembourg, Finland
and Austria). If you are constantly wanting
fresh cash, you should be prepared to offer something in return. Recently, France
and Italy, in particular, have given the impression of being very outspoken in their
dealings with Germany and are mainly
demanding money or a bailout, but they
don’t want to do anything for it. How can
that work in the long term?
When defending the euro, it is often
claimed that in this globalised world
only the giants can survive. The reasoning is that we need the United States
of Europe so that we could hold our
own against China, India, the US and
other heavyweights. If that had ever
been the case, then we would still have
dinosaurs, but no lizards. The lizard
survived because globalisation means
competition and for this it’s not size
that counts, but rather productivity,
creativity and adaptability. Do you
think Europe would still have a chance
of being internationally competitive,
GET PDF

even without a monetary union, especially given that regional, structural
imbalances in Europe and the resultant competitive disadvantages can be
compensated for by individual, regional monetary and economic policy (e.g.
currency devaluation)?
Professor Dr. Teodoro Cocca
Prof. Dr. Cocca: I think there is a need
to differentiate between economic power
and political power. Europe is a political
project and has only pursued economic
power as a secondary goal. This is also
one of the reasons why the structure of
the euro is unsuitable. Countries like Switzerland demonstrate very well that you can
be very successful economically even if
you are a lightweight politically. Naturally,
it would be ideal to have both, but in Europe this has proved to be a failed venture,
at least for the time being. I think Europe
also urgently needs to clarify how it stands
in terms of the relationship between politics and economics. On both sides there
is very little understanding for one another, which is not a sustainable basis for the
success of an economic region. Also, Europe’s problems originated above all at the
level of the individual countries and without the existence of the euro countries like
Italy or Spain would long since have been
insolvent. In this respect, interconnected
constructs make a lot of sense. However,
as is so often the case, the issues that matter are the actual implementation and incentives that exist in such a network.
Everyone has to actively contribute
something and then the whole is worth

more than the sum of its parts. Europe
deserves better than what it is currently
having to endure. Hopefully, Europe will
rise up from the ashes to become stronger
than before. As is always the case in such
situations, this is hard to imagine in the
midst of one’s darkest hours.
Thanks for the interview.
Prof. Dr. Cocca: Thanks for the inspiring questions!

The questions were posed by
Claudio G. Cocca, Chairman &
Founder of Geneva Group International and Chairman of the GGI
practice group
“Task Force: Financial Crisis”.

Claudio Cocca,
Chairman &
Founder of
Geneva Group
International
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Multiple Government Laws and Regulations

Data security breach
response efforts
complicated in the U.S.
By Jonathan M. Joseph
Security experts considered 2011 the
“Year of the Breach” due to the sheer
volume of data breaches experienced by
governmental entities, large companies
and small organizations. These breaches
included external attacks, deceptive practices, accidental data loss from misplaced
laptops or hard drives, and files posted to
public sites.
The reality is that a data breach may
occur even in the best run organizations –
and preparation is the best defense.
Entities that collect and maintain personal or sensitive data must be aware of
the breach notification laws and guidelines for all of the countries in which their
customers reside, regardless of the country or state where the business or data was
located.
European Union member countries
and Canada are notable examples among
the international community that have
established regulations that must be followed if their residents are affected in the
CONTENT

part, by breaches of state information systems, has resulted in 46 state legislatures
enacting a panoply of data breach notification laws as well.
Many of these state laws apply to information stored about residents in a state
even when the entity that maintains the
data is located outside the state. Therefore, in the event of a data breach it may
be necessary to consider multiple government laws and regulations beyond where
the business primarily operates. And given the myriad of international, federal,
state and industry requirements, overlap
and even conflict is to be expected.

Develop an Incident Plan

Jonathan M. Joseph
event of a breach. In the United States,
growing alarm over data breaches in the
health care industry prompted Congress
to enact nationwide data breach notification requirements in the Health Information Technology for Economic and Clinical
Health Act (HITECH) in 2009. Concern at
the state level, which has been driven, in
GET PDF

An incident plan is crucial to manage the timeline in the event of an actual breach. Analysis of an organization’s
stored electronic information, such as a
breakdown of location by country, state
and the type of data on the system, is an
extremely helpful first step in preparing
to address the consequences of a breach
with various audiences. These audiences
include employees, consumers, media,
and obligations to regulators and law enforcement.
Early efforts to locate advisors on handling data breach situations within a particular jurisdiction will save needed time
that can be devoted to addressing the
data breach and the notification requirements. Consider if contact with affected
audiences will require translation services, and if necessary, identify the appropri-

ate resources in advance. Maintaining insurance policy protection for losses and
damages that can arise from a data breach
also should be considered.

Time is of the Essence
Notification timing operates within a
critical window, and varies by government
and industry. Generally, the clock begins
to tick once a breach has been recognized.
In the U.S., some state laws will expressly provide an exemption from notification
requirements if the entity has complied
with certain requirements under federal
law. In other cases, the state laws are more
comprehensive than federal law, in which
case both may need to be considered.
State security breach notification laws
have many similar components but also
vary widely in certain details. Many of the
laws require notification of affected individuals if information, which is unencrypted personal information (as defined
by each state’s law), has been acquired by
an unauthorized party and it is reasonably
likely to be misused. On the other hand,
a significant number of states make the
notification trigger the fact that the information was accessed by an unauthorized
party – regardless of the likelihood the information will be misused.

Identify Notification Triggers
The incident plan should include
an analysis to determine the type of
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information subject to notification requirements under state law. For example, the access to an individual’s name
without further data associated with
the name, such as a Social Security or
driver’s license number, is unlikely to
trigger a notification requirement under
many state laws. A few states have specific notification requirements around
health information, but the majority
has a single state law that is triggered
by unauthorized access to a database
that contains identifiable personal information, often including health information.
States vary on the mode of notification. All states permit notification via the
U.S. Postal Service, and many permit
notification via email. However, most
require the ability to verify the email
was received. Many states allow for alternate notification, such as through
the media, if the expense of mail notification exceeds a certain threshold. The
amount of such threshold varies widely.
Typically, there is no requirement for
due diligence in terms of locating affected individuals. States often will allow for
notices to be sent to the last known address of the individual. However, each
state’s law should be consulted on this
point. It is also a best practice for U.S.based businesses to contact their international customers on at least an annual basis to make an effort to maintain
useable addresses.
The form that notifications must take
is fairly similar across the United States.
CONTENT

Most states require the letter to inform
the individual of the circumstances
around the breach, provide information about notifying credit reporting
agencies and reviewing credit reports,
and being vigilant about inquiries from
creditors. Additional state-specific information may also be required.
In addition to providing notification
to the affected individuals, many states
require that a specific state agency or
the state’s attorney general be notified.
Often there are specific formats that
such notifications need to take.

Law Enforcement
Law enforcement often will become
involved early on. All of the state laws
provide for a delay in notification if
law enforcement determines notification would impede their investigation.
Often it is necessary to obtain a letter
from law enforcement to this effect,
and in any case, such a letter would be
a recommendation to document such a
request.
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International Wealth
Preservation in London
By Graeme Fraser and Henry Moss
”Why, Sir, you find no man, at all intellectual, who is willing to leave London. No,
Sir, when a man is tired of London, he is tired
of life; for there is in London all that life can
afford.” 
Samuel Johnson, 1777
Despite its often disappointing
weather and creaking transport infrastructure, London punches above Britain’s economic weight as Europe’s
dominant financial hub and before the
economic downturn challenged New
York to become the World’s financial
centre. Given the perceived decline in
fortunes in recent years of those working in the legal, accounting and fundmanagement sectors, it is unsurprising
that international families based in London are increasingly focussing on ways
to shore up and protect their wealth.
Attracting high numbers of high net
worth individuals, London has long
been recognised as the divorce capital
of the world. As there is no mathematical formula or pre-existing marital property regime to determine who gets what
when a marriage breaks down, judicial
discretion plays a significant role as
various factors are taken into account

in contrast to other jurisdictions where
awards are far more restrictive.
A financially weaker spouse can often achieve a more generous award in
the English court than in their country
of origin so the financial strength of the
spouses largely decides the issue of
whether divorce proceedings are to be
brought in England and Wales. Jurisdiction races usually decided on the first to
issue the divorce process can be critical. Early advice is therefore imperative.
The Supreme Court decision in Radmacher in 2010 brought England and
Wales much closer in line with the financial remedies on divorce of other
countries as foreign marital (including
premarital) agreements will more likely
be upheld on an English divorce. Such
agreements are not yet part of our legislation but correctly dealt with will be
upheld by the English courts provided
they are fair and reached without duress, preferably with legal advice and
disclosure, and if the parties intend to
be bound.
Increasing judicial encouragement
for the use of marital agreements highlights the trend for international couples
to achieve personal autonomy in their
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family lives free of state interference
when the relationship breaks down. In
recent years, Lord Justice Thorpe, a senior English family court judge, has criticised the use of considerable domestic
court resources in resolving disputes
between foreign nationals, who have deliberately based their habitual residence
in England and Wales with a view to obtaining a significantly greater financial
award than in their country of origin.
Marital agreements routinely cater
for any future issues that may arise to
be dealt with through dispute resolution services such as mediation or “private” divorces through the family law
arbitration scheme. Unlike the court
process, where confidentiality cannot
be guaranteed, agreeing and resolving
issues privately avoids the prospect of
media intrusion and potential embarrassment for families where divorce is
in prospect.
London’s prominence as an internationally attractive forum for divorce coincides with the perennial appeal of its
prime residential real estate as a stable
and profitable asset class. Although relationships may sadly crumble within the
four walls of a family home, the financial dependability of the capital’s bricks
and mortar stands firm. Where individuals whose marriage is foundering flock
to London for more beneficial awards,
so do those whose country of domicile
is floundering, such as perhaps Greece,
Egypt and Syria, see London as a safe
haven for private wealth.

Graeme Fraser

Henry Moss
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The issue for foreign nationals looking to invest in the United Kingdom is
that structures hitherto recommended
by private wealth advisers for the holding of such assets are gradually being
stripped of their longstanding favourable tax treatment. The UK Government’s March 2012Budget continued the
trend of recent years by launching an attack on the ownership of residential property by corporate entities, hiking stamp
duty up to a prohibitive 15% for the acquisition by a company of a property exceeding £2 million in value. For such structures
already in existence, an annual tax charge,
calculated by reference to the value of the
property, is to be introduced in 2013. In addition, the scope of the UK’s capital gains
tax regime is to be extended to apply to
non-resident companies, a change which
represents a fundamental departure from
the existing rules of operation of that tax.
Thus, the traditionally popular ownership structure for a London bolthole for
wealthy internationals, which typically involved an offshore company owned by an
offshore trust, has become of more limited appeal. However, while the newly-introduced Stamp Duty and Capital Gains
Tax implications will temper enthusiasm
for the Inheritance Tax benefits that these
arrangements still afford, the offshore
trust will still hold appeal for many.
In a world in which the global economic climate is whipping up financial and
political storms in jurisdiction after jurisdiction, asset protection, confidentiality
and pan-generational wealth planning are

increasingly valued attributes that a trust
can afford. The high-profile divorce case of
Charman in 2007 has shown that trust assets will not in all cases be viewed as falling outside the marital estate, but where
a trust is established by an individual and
administered in such a way that it is truly dynastic, with a robust Letter of Wishes and minimal settlor involvement, the
threat from divorce may be diminished.
What is clear is that there are now
more instances (whether as a result of tax
changes or matrimonial case law) in which
a trust, with or without a corporate holding entity, is less attractive than it used to
be for wealthy individuals, couples and
families living or having a property in London and having significant other assets.
Under the right circumstances and for the
right purposes though, the trust remains
an extremely useful tool for the devolution
of assets, just as the marital agreement is
increasingly becoming in the context of
divorce.
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The European sovereign debt crisis:

Perceptions from
Japan in comparison
with the “lost decade”
By Tetsuya Umehara
What has been described as the “lost
decade” in Japan refers to the economic
and social stagnation after the boom period at the end of the 80’s to the beginning
of the 90’s. Since the collapse of the economic boom in 1991, the Japanese economy has experienced a series of years of
zero, minor negative, or minor positive
growth. During this period, quality of life,
household income and unemployment remained at the same level without any serious critical decline or growth. Now, there
is talk of the “lost decades”, highlighting
the fact that the Japanese economy has
been on hold for the past 20 years.
Many financial pundits, economists,
analysts, and academics have examined
the causes of the “lost decades” from various aspects, pointing out facts such as
the wave of speculation in the stock market, escalating asset prices and the failure
of a series of economic and fiscal policies
introduced by the central government.
What does this mean for the European
CONTENT

sovereign debt crisis? There are many contributing factors to the current European
crisis and many have been debated and
discussed over and over again. However,
although the causes may differ from the
case of Japan, from a non-economic point
of view, there are three socio-political aspects that Japan experienced, which are
similar to the current European situation.
The first aspect is that, due to various
political reasons, successive governments
failed to come up with effective and decisive measures. Different interest groups
and parties were seeking to safeguard
their own interests. In democratic countries, we tend to criticize non-democratic
measures taken with regard to policy-making, however, as Japan experienced, democratic decisions and the time required for
these, along with political games, compromises and a lack of leadership and solidarity could only make the situation worse.
We have not yet proven that democracy
is always ultimately the best choice for a
healthy economy, especially in times of crisis, when prompt measures are critical.
GET PDF

Positive mindset of Japan’s younger generation is needed
The aspect concerns the basic wealth
of the population. After the Second World
War, despite some protests and violence,
in general, our life has been stable and the
quality of life has improved in both developed and emerging economies. We have
not experienced any major threats since
the war and many of us are able to enjoy
at least the basic necessities. This means
that society has been less consciously on
the alert for the last 60 years. Our memory
tends to be short when it comes to crisis
and tragedy, added to which, many of us
have not experienced difficult times such
as a world war in our lifetime.
The third aspect is the number of successful international corporations with
strong core competencies, competitiveness, and economic power. And of course,
those employed by these corporations enjoy better pay, a good lifestyle and a comfortable life, all of which results in more
happiness and contentment.

Tetsuya Umehara
What consequences did these situations have in Japan over the past 20 years?
In addition to stalled economic development and policies, these situations have
fundamentally affected the mindset of the
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younger generation. Any positive mindset of the nation’s youth, who should be
dreaming and working for a better life,
studying to achieve goals and actively participating in globalization and promoting
unity in the global population, has long
since disappeared. Of course, there is a
place for the minority which seeks a better
life and is able to find employment with international corporations. Since this social
environment has continued and the economy has been on hold for so long, those
in their 20’s have been living in a state of
“suspended animation” for their entire
lives, and an increasing number of young
people have lost the desire and ambition
for improvement and development. This
social phenomenon is far more difficult to
solve and/or to change than political, economic, and financial policies.
From the global perspective, if two of
the four largest economies in the world
- the USA, EU, Japan and China – are on
hold, the same phenomenon might potentially be affecting the youth in many of
these economies. Of course it goes without saying that economic systems, capital markets, financial regulations and currency systems are vastly different between
economies, and comparing and analyzing
two situations can never be treated in the
same way, although this is useful to a certain degree.
Consequently, in light of these problems and with no sign of a “V-shaped” recovery or quick solutions, there is a need
for a fundamental political and/or econo
mic decision-making process to ensure
CONTENT

Tax incentives for
ship leasing in Australia
By Iain Spittal

Will this bring Japan to new heights? The
Tokyo Sky Tree, Japan’s tallest building,
opened in May 2012

Tax incentives for ship leasing structures have been prevalent in various jurisdictions over a number of years. They were
seen as an effective commercial solution,
providing tax incentives to financiers with
ship operators benefitting from reduced
lease rentals as a result.
In recent years, however, due to the deteriorating general economic climate, reduced access to funds and tightening of

speed as well as plans for to encourage
more positive hopes and dreams in our
youth, even at times of economic crisis,
so that the children of our world do not
experience the same difficulties and problems that Japan experienced for the past
two decades.
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Iain Spittal

the relevant tax rules, many overseas countries now present a less attractive base for
ship financiers. Financiers would be wellserved to look towards Australia as a location to base future ship leasing activities,
given proposed changes to the shipping
regime in Australia seeking to incentivise
ship ownership and leasing from Australia.

Australian approach
The Australian Government has recently introduced a number of changes to the
Australian fiscal and regulatory regime affecting the shipping industry:
Shipping Reform (Tax Incentives) Bill
2012
Tax Laws Amendment (Shipping Reform) Bill 2012
Coastal Trading (Revitalising Australian
Shipping) Bill 2012
Coastal Trading (Consequential Amendments and Transitional Provisions) Bill
2012
Shipping Registration Amendment
(Australian International Shipping Register) Bill 2012
These have created major changes to
the Australian shipping industry. While
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there are a number of changes, for present purposes, the predominant benefit
for lessors is that a qualifying vessel will
be deemed to have an effective life of 10
years, resulting in tax depreciation at either
a straight 10% per annum, or a 20% reducing balance.
The law commenced from 1 July 2012
and both owners and operators of vessels
should be considering the application of
this law to their vessel operations to determine whether they can benefit from the
changes to optimise the tax profile of their
group structure.

Tax incentives for
ship leasing – globally
Globally, the use of leases has traditionally been one of the more favoured financing options for shipping companies.
Using leases has been popular because,
historically, shipping companies have suffered from low profitability, relative to the
amount of capital investment required to
maintain a fleet. Hence, shipping companies themselves have typically been unable
to efficiently utilise the large capital allowances available when a new ship is acquired. Where, however, the shipping company leases the ship (rather than borrow to
acquire the vessel directly) and the benefit
of the tax depreciation on that vessel can
be obtained by the lessor (typically a profitable bank or financier) this typically results
in lower charter fees payable by the operator (improving their returns as a result).
Recent changes to tax legislation in
CONTENT

Europe (driven particularly by concerns
over the European Union State Aid rules)
have, however, reduced the tax incentives
for shipping lease arrangements in these
countries. These changes, combined with
the general drop in profitability and reduced
funding capacity of European banks, have
restricted the pool of lessors prepared to
provide ship financing by way of leases.
As a result of the proposed Australian
changes, an intriguing possibility arises
with regards to using Australia as a jurisdiction offering tax incentives for banks/
financiers to own vessels (in order to claim
the benefit of the accelerated depreciation
incentives contained within the shipping
reform package) and lease these vessels to
operators.

Tax incentives for
ship leasing – Australia
The changes to the Australian fiscal regime would offer significant benefits for lessors looking to enter into shipping finance
leases with a vessel operator. With effective
annual tax depreciation available at a rate
of 20% on a reducing balance basis (10%
on a prime cost basis) on the total cost
of a new vessel, the tax depreciation and
timing benefits would appear sufficiently
generous to merit further investigation by
relevant financiers. The key conditions applicable to access the accelerated depreciation are as follows:
The vessel must be owned by a corporation which is a taxpayer in Australia (this
GET PDF

The Australian Government has recently introduced a number of changes to the
Australian fiscal and regulatory regime affecting the shipping industry
definition covers Australian branches of
overseas banks, provided the overseas
bank is, itself, a corporation);
The vessel must have a gross tonnage
of greater than 500 tons (or between
200 and 500 tons and be used wholly or
mainly for carrying shipping cargo from
or within regional/remote Australia);
The vessel must be registered on the
Australian General or International
Register;
The vessel must not be an “excluded
vessel” (excluded vessels are recreational vessels, fishing or fishing fleet
support vessels, offshore industry
vessels, inland waterway vessels, salvage vessels or government vessels,
tugboats, vessels operating wholly or
mainly from within a harbour or from a
stationary position and vessels owned
or operated by the Australian or foreign
defence force;
The vessel must be used, or available
for use, wholly or mainly for business
activities involving carrying shipping

cargo or passengers on voyages (i.e. a
“blue-water” vessel).
The registration requirement may be of
most interest to operators given that this
would require the vessel to operate under
an Australian flag, with the resultant costs
of doing so. Having said that, the General
Register would likely be of interest to operators with a vessel spending significant time
on the Australian coast (particularly given
the cabotage benefits from being on the
General Register) whereas the International Register would likely be more appealing
for an international operator of the vessel.
Thus, the operator may desire an Australian flag in any case, effectively eliminating
any cost disadvantage arising as a result of
this choice.
Where the relevant qualifying criteria
are met, the owner can apply annually for
a certificate from the Department of Infrastructure and Transport allowing access to
the 10 year accelerated depreciation rate.

...next page
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Australian tax depreciation rules
As explained above, the benefit for the
taxpayer of owning an appropriately certified vessel (i.e. one which meets the relevant qualifying conditions) is that the effective life of the vessel would be subject to a
statutory cap of 10 years. When combined
with the general operation of the Australian
system of tax depreciation, the “holder” of
that vessel would be entitled to tax depreciation on that vessel in one of two ways
- either under the straight-line/prime-cost
method (10% of the cost of the vessel per
annum) or under the reducing balance/diminishing-value method (20% per annum,
reducing balance calculation).
By way of a numerical example, the different outcomes are summarised below
for a vessel with a cost of $150m acquired
at the beginning of Year 1.
As can be seen from the table below, the
diminishing-value basis of claiming tax de-

Year
1
2
3
4
5
6
7
8
9
10
11
12

Prime Cost
Annual tax
Closing tax written
down value (A$)
depreciation (A$)
15 m
135 m
15 m
120 m
15 m
105 m
15 m
90 m
15 m
75 m
15 m
60 m
15 m
45 m
15 m
30 m
15 m
15 m
15 m
0m
0m
N/A
0m
N/A
CONTENT

preciation provides greater overall tax depreciation until Year 9 on a nominal value
basis. The value of choosing a diminishingvalue approach would likely be further enhanced by undertaking a NPV calculation.
For avoidance of doubt, it is not possible to change depreciation methodologies
once either prime-cost or diminishing-value basis has been elected in Year 1.

Potential pitfalls
It should be noted that this accelerated depreciation is a timing difference only,
any tax depreciation claimed in excess of
market value would effectively be clawedback on a subsequent sale of the vessel
(although in certain circumstances a rollover may be available to defer the gain
which would otherwise arise).
You should also be aware that under
Australian tax law, tax depreciation is available to the “holder” of the vessel. This may
Diminishing Value
Closing tax written
Annual tax
down value (A$)
depreciation (A$)
30 m
120 m
24 m
96 m
19.2 m
76.8 m
15.4 m
61.4 m
12.3 m
49.1 m
9.8 m
39.3 m
7.9 m
31.4 m
6.3 m
25.1 m
5m
20.1 m
4m
16.1 m
3.2 m
12.9 m
2.6 m
10.3 m
GET PDF

not necessarily be the legal owner of the
vessel. Hence, it will be important to ensure that the terms of the lease between
the legal owner (say Australian bank) and
the operator of the vessel result in the legal
owner being the “holder” of the asset for
tax purposes. Otherwise the legal owner
will not be entitled to claim the tax depreciation on the vessel. A key factor in this regard will be the identification of which party
is economically ‘at-risk’ in the transaction.
As a result, the commercially agreed lease
terms should be carefully reviewed to ensure the tax depreciation is available to the
desired legal entity.
As a final point, the 10 year accelerated
depreciation rate is not available where either the holder of the vessel itself or an associated entity is operating the vessel within the Australian income tax exemption
regime for shipping vessels. In all other
cases, including where the Australian operator is not an associated entity or where
the operator is not Australian, accelerated
depreciation will be available.

Conclusion
Given the tightening of tax rules in other
countries and general worldwide economic
circumstances, many jurisdictions now fail
to offer tax incentives for the leasing of vessels. This has been to the detriment of ship
leasing activities and reduced the commercial returns earned by ship operators.
With a stable financial system, profitable banks and the introduction of a generous accelerated depreciation regime for

lessors, Australia is well placed to offer tax
incentives for finance lease structures to
Australian and worldwide operators of vessels, which should encourage the growth of
an Australian based ship leasing industry.
Iain Spittal is a regular presenter and
commentator on the shipping industry.
Iain is an active participant in Government
policy discussions surrounding taxation
in Australia. Currently, he is a member of
the Taxation Committee involved in discussions surrounding the proposed reforms
of the Australian Shipping Industry. Lawler
Partners Chartered Accountants is an associate member of the Australian Shipowners Association, the peak national body in
Australia.
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Sydney, Melbourne, Brisbane, Newcastle,
Rockhampton
Australia
Iain Spittal
E: ispittal@lptax.com.au
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The UK’s secret
international
trading vehicle
By Graham Busch
Come in James Bond? Shaken not
stirred? Well, to be honest, the vehicle to which I refer is not 007’s Aston
Martin. Nothing quite so glamorous.
Nonetheless, a very interesting opportunity for international traders wishing
to use a UK entity that offers limited
liability in a potentially (entirely) UK
tax-free environment. I am talking here
about the UK Limited Liability Partnership, or LLP.
The UK LLP is a legal entity, properly registered with the UK Registrar of
Companies (also known as “Companies
House”) and operated in accordance
with the statutes similar to those of a
UK company. There are however significant differences, including:
An LLP has members, not shareholders or directors.
A trading LLP is see-through for UK
tax purposes.
CONTENT

Formation costs are small.
Corporate members are permitted.
Nominee members are permitted.
Unless the LLP is large, abbreviated
accounts may be filed at Companies
House. These exclude turnover and
net profits, which are therefore kept

So the LLP affords the members all of the
usual corporate
benefits, including liability limited
to the members’
contributions.
However, the LLP
itself pays no tax
on its trading profits. Furthermore, no
UK tax will arise on the LLP’s profits if:
None of the trade takes place in the
UK, and
None of the members are UK resident, and,
No permanent establishment exists
in the UK.
Further interesting features include:
No nationality or residence requirements for the members.
No minimum capital requirements.
Formation in 24 hours.
GET PDF

“secret” from any member of the
public.
It is also possible to have a combination
of corporate and non-corporate members. This can be very interesting
where, for example, the LLP’s trading
profits belong to the corporate member(s) and capital
growth to the non-corporate
member(s). So where the corporate members are located in
a no or low or otherwise favourable tax jurisdiction, and the
individuals based in a jurisdiction with a favourable capital
gains tax regime, an exceptionally good tax outcome may be
achieved. So there you have it
– now the secret is out.
For further information, contact Graham “The Man With
The Golden Gun” Busch, at:

Graham Busch

GGI member firm
Lawrence Grant,
Chartered Accountants
Financial Audit & Accountancy
Services, Tax Consulting,
Management Consulting,
International Trust &
Estate Planning
London, United Kingdom
Graham Busch
E: graham@lawrencegrant.co.uk
W: www.lawrencegrant.co.uk
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Investing in wine:
a sustainable choice
By Prof. Robert Anthony
Who can boast of having had an average annual growth of 15 % for the last
25 years? Those who have decided to invest in wine.
Recent years have been wonderful,
boosted by exceptional vintages and
an increasingly strong demand from
the BRIC countries (Brazil, Russia, India and China). Certainly we are facing
a market correction as was the case in
2008, but historically wine has never
lost value over a 5-year period. At end
of June 2012, the Liv-ex 500 index still
shows a performance of 36 % for the
last five years!
These indicators, combined with a
2011 vintage, were better than expected.
The vitality of the vineyards of Burgundy as well as in Italy give an augur of an
imminent return to higher prices, after
several months of decline. Our recent
tastings in the major domains in Burgundy, including the Romanée Conti,
forecasts a great vintage in 2011. It preCONTENT

dicts a vintage from winegrowers with
small quantities but significant aging
potential.
The central question is how to think
about investing in wine. Has it become
a financial product like any other? Are
brand and pure performance the only
goals? We don’t think so. We never advise buying wines that one would not
like to drink. The main objective of quality wine is the taste, which will directly
reflect the investment performance.
Quality wines are produced by knowledgeable, passionate individuals who
will vigorously defend their heartland
and ancestral practices adopted there.
Wine is the heritage of the French.
Through their code of ethics, they are
considered to be the foremost wine professionals, giving the wines of our wine
growers priority. This focuses on transparency and the sustainable development of human relationships. Therefore
investing in wine is a commitment that
benefits not only investors, but also the
promotion of winemakers. They share
their expertise and conduct, and develGET PDF

op organic and biodynamic practices. This is
in response to technological and sometimes
fraudulent behaviour of
some merchants and
producers in the New
World.
Since
Bordeaux
does not have the prerogative in respect of
this knowledge, it is believed that a diversified
portfolio is necessary A great vintage is forcasted in 2011.
with a different risk policy. Depending on the vintage, regions al of Luxembourg, and in anticipation
and countries, it can have an optimum of the AIFMD Directive which comes
SRRI index (synthetic risk and reward into force in July 2013.
indicator). This is by pooling the risks
So making an investment choice in
without cutting back on performance. wine is about defending the values of
Working closely with us, our board of honesty, transparency, ethics and heriMichelin Star sommeliers and wine- tage; that is putting a social and envimakers allows us to be closer than ever ronmental dimension to the investment
at the heart of vineyards and thereby for the satisfaction of all stakeholders.
capture all investment opportunities
and real-time adjustments. Because we
Written by
absolutely want the wine to eventually
William Dubreuil
be consumed, which is its magnificent
Wealth Management and Wine
destiny, storage conditions are optimal
william@williamdubreuil.com
as is the provenance. These are our
main concerns for domains and partEdited by GGI member firm
ners who have subscribed to our code
Anthony & Cie
of ethics.
International Trust & Estate Planning,
Finally, at a time when all that is offTax Consulting
shore will become onshore in Europe, it
Sophia Antipolis, France
is important to stay in a regulated marProf. Robert Anthony
ket, with the certification of CSSF and
E: robert@antco.com
the pursuit of the quality seal of approvW: www.antco.com
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Visiting Boston MA, USA
By Ady Nordman
With just few
weeks to go before
the historic official opening of the
GGI office in Boston, let’s dedicate
the following lines
to beautiful Boston with its unique
English accent and
unique words (yes,
true Bostonians say
Bubblah instead of a
Ady Nordman
water fountain).
Boston, the capital
of Massachusetts, is one of the oldest
cities in the USA and is famous for its
academic institutes and higher education.

French-Italian restaurant No. 9 Park
CONTENT

But you all know that when I travel
I don’t only look at the beauty of a city,
but check its belly and the food one can
enjoy there. To quote Voltaire: “Nothing
would be more tiresome than eating and
drinking if God had not made them a
pleasure as well as a necessity.” I cannot compete with the locals for recommendations and the latest hotspots, but
here are few places that I enjoyed:
No. 9 Park – 9 Park Street (between
Beacon & Tremont Streets), Boston,
MA 02108 (T: +1 617 742 9991) – www.
no9park.com – French-Italian restaurant located in a beautiful corner of the
park. We had the pleasure of hosting a
30-people luncheon here and it was superb. Great service and food, with fantastic tastes that melt in one’s mouth.
Located on the Atlantic Ocean, Boston has exquisite fish and sea food. For

Great selection of fish: Neptune Oyster
GET PDF

Have a proper brunch at Gaslight Brasserie du Coin
me, a splendid lobster is always a winner
and I had the opportunity to visit Neptune Oyster – 63 Salem Street (Cross
Street) Boston, MA 02113 (T:+1 617 742
3474) – www.neptuneoyster.com – Here
you will find creativity is at its best and
if you are not a lobster fan, there is a
great selection of fish from which to
choose. Unfortunately this restaurant
does not take reservations, but it is well
worth waiting in line. Those who are not
counting their calories should certainly
try the famous Boston cream pies.
If you happen to be in Boston on a
weekend, I recommend following the
true American tradition by having a
proper brunch. One nice place is: Gaslight Brasserie du Coin – 560 Harrison
Avenue (Waltham Street) Boston, MA
02118 (T: +1 617 422 0224) – www.gaslight560.com – Located in a lively neighbourhood, it is an excellent choice for

an enjoyable brunch.
If you have never seen a live whale,
do take the time to join a whale watching
tour. In the three hour trip lasting you
will see these amazing animals. Many
ferries start near the Aquarium, but
Google will provide further information.
If any of you would like to share with us
information on your town, please contact us so we can reserve the next issue
for your “home” recommendations.

GGI member firm
Soroker - Agmon Advocates
& Patent Attorneys
Law Firm
Herzliya, Israel
Ady Nordman
E: nordman@ip-law.co.il
W: www.ip-law.co.il
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The Third Screen
Marketing to Your Customers in a World Gone Mobile
With the “first screen” – the television – companies sent ads directly
into consumers’ living rooms, reaching millions with one campaign.
The “second screen” – the personal
computer – increased interaction
between companies and consumers and allowed for immediate customer feedback. The “third screen”
– the mobile device – changes the
game in an even more revolutionary
way.
Now, in The Third Screen, bestselling author and digital pioneer
Chuck Martin explains how the age
of the smartphone is redefining the
role of the consumer, clarifying how
marketers must do more than send
out a mass ad and hope for the
best: they must interact on the customers’ terms. In this groundbreaking book, Martin clarifies the role of
m-commerce, mobile video, SMS
messaging, location-based marketing,
advertising and media, and the new
laws of inbound marketing, preparing
marketers for what lies just around the
corner.
The Third Screen links the technological developments of m-commerce
to the behavioral changes that accompany them, and reveals how key mobile innovators (representing large and
CONTENT

Conferences and events
What: Ethics in Arbitration 2012
Where: New York, United States
When: 14 August 2012
Brief description: There has been a proliferation of ethical guidelines and Codes
which seek to simplify the issue of what
and how much an arbitrator needs to disclose before (or during) an arbitration.
Despite all these efforts, the U.S. Supreme Court continues to apply the “evi-

What: Six Sigma Skills for Auditors
Where: London, United Kingdom
When: 28-30 August 2012
Brief description: Initially designed as a
set of practices to improve manufacturing
processes and eliminate defects, Six Sigma focuses on consistency, quality, and
constant improvement, the very same

small brands) are becoming the mobile
platform providers of the future.

What:
		
Where:
When:

The Third Screen
Marketing to Your Customers
in a World Gone Mobile
By Chuck Martin
256 pages; ISBN 978-1857885644

Brief description: : ‘Legal Aspects of Mergers and Acquisitions’ offers a comprehensive and practical guide to international
M&A from a strategic, legal, commercial
and financial viewpoint. The course gives

GET PDF

Further events

Legal Aspects of
Mergers and Acquisitions
Hong Kong, Hong Kong
10-12 September 2012

dent partiality” standard of the Federal
Arbitration Act that was espoused over
forty years ago in the Commonwealth
Coatings case. The result is anon-uniform body of case law from the different
circuit courts that has resulted in uncertainty and even in the extreme result of
the vacation of an arbitral award for nondisclosure by an arbitrator.
More information

goals that internal auditors promote during their audits and consulting projects.
A data driven, quality improvement initiative, Six Sigma provides internal auditors with an invaluable tool to improve
processes and implement and measure
the effectiveness of internal controls.
More information

you a thorough knowledge and understanding of the wide variety of skills that
those involved in cross border acquisitions must possess – including the ability to read and understand financial information, as well as juggle a diverse range
of commercial and legal issues from an
international viewpoint.
More information
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Conferences and events
What:
		
Where:
When:

The Proposed General
Data Protection Regulation
Trier, Germany
20-21 September 2012

Brief description: This conference will
provide legal practitioners with in-depth
knowledge of the most important changes expected to be introduced by the draft
General Data Protection Regulation
(COM (2012) 11/4). The publication of the
proposed Regulation on the protection of
individuals with regard to the processing
of personal data and on the free movement of such data by the European Commission represents the introduction of a

What:
		
Where:
When:

Enterprise Risk
Management & Value Creation
Dubai, United Arab Emirates
23-26 September 2012

Brief description: The extensive efforts
that have gone into building ERM frameworks over the last several years appears
to have been ineffective in dealing with
the current global crisis. Industry after industry and country after country appear

strong and consistent legislative framework across the EU for the advancement
of data protection. The planned changes
contained in the proposed Regulation
will have potentially far-reaching consequences for the data-protection regimes
of the Member States. The enunciation
of new rights, amendments to current
established data protection processes in
the Member States, including increased
powers for national data protection authorities, and the introduction of more
stringent sanctions are among the most
extensive modifications proposed.
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More information

to have been unable to manage the risks
they faced which has led to a significant
reshaping of the financial world. This
program will explore the crisis, identifying the weaknesses in risk management
programs and focusing on the things that
were done right. Basel II and Basel III will
be presented, along with the framework
they provide.
More information

Please note: the next GGI INSIDER issue
will be published
in September
2012.
CONTENT
GET PDF

Contact
Head office
Geneva Group International AG
Schaffhauserstrasse 550
P.O. Box 286
8052 Zurich
Switzerland
T: +41 44 256 18 18
F: +41 44 256 18 11
E: info@ggi.com
W: www.ggi.com
W: www.ggiforum.com

If you wish to be removed from
the mailing list, send an email to
info@ggi.com. Let us know what you
think about INSIDER. We welcome your
feedback.

Disclaimer
The information provided in this INSIDER came from reliable sources and
was prepared from data assumed to be
correct; however, we neither accept liability for nor are we able to guarantee the
content.
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Join the annual
GGI World Conference
				 in Rome, Italy
18 to 21 October 2012
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