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The Two Decisions That Define Your Yacht Ownership

Every yacht owner makes two structural decisions — usually without realising they are
connected:

1. Which flag to fly (where the vessel is registered)
2. How to own it (personal name, company, trust)

Get both right and you have global port recognition, tax efficiency, privacy, and seamless transfer
on sale. Get either wrong and you pay to fix it later — in re-flagging costs, restructuring fees, and
missed tax planning opportunities.

This guide covers both decisions together, as they should be made.

Part 1: Jurisdiction Comparison

The Flag Quality Tiers

Not all flags are equal. Port State Control authorities worldwide apply a risk-based targeting
framework — flags with weaker oversight records receive more frequent and more intensive
inspections. The hierarchy, in practical terms:

. Port State Control Charter Market
Tier Flag Examples . .
Targeting Perception
Red Ensign BVI, Cayman, UK, Lowest — minimum  Preferred by brokers and
Group — Bermuda, Isle of Man, inspection frequency  charterers
Category 1 Gibraltar p d y
Red Ensign Anguilla, Montserrat, Turks Low — minor
Group — . restrictions on Accepted
& Caicos
Category 2 tonnage/area
Established Non- Marshall Islands, Liberia, Accepted‘ fo.r .
. Moderate commercial; variable for
Red Ensign Bahamas
charter
Open Registries . Higher — more Variable; some charter
. . Panama, Vanuatu, Belize . . .
(mixed quality) frequent inspection markets decline
Grey/Black List Various — changes High — near-certain  Declined by most charter
Flags annually per Paris MOU inspection brokers and marinas

The practical rule: If your vessel will charter in European or Middle Eastern waters, or if your
charter broker's client base is predominantly Northern European, a Category 1 Red Ensign flag is



effectively the minimum standard the market expects.

Major Jurisdiction Profiles

British Virgin Islands (BVI)

Flag: Red Ensign — Category 1 Registry: Virgin Islands Shipping Registry (VISR), Road Town,

Tortola

Factor Detail
Initial Registration Fee (24m vessel) $800—$1,200
Annual Renewal $700-$1,000
Company Required No — but strongly recommended
Commercial Coding Standard MCA LY3/SCV
Corporate Tax 0%
Capital Gains Tax 0%
VAT None
Privacy (via IBC) Strong — not publicly searchable
Port Recognition Excellent — worldwide
Best For Most private and charter owners; mid to large vessels

The BVI advantage in one sentence: Category 1 Red Ensign flag quality at the lowest cost of
any comparable offshore registry, combined with a mature IBC corporate framework and zero-tax

environment.

Cayman Islands

Flag: Red Ensign — Category 1 Registry: Cayman Islands Shipping Registry

Factor

Initial Registration Fee
(24m vessel)

Annual Renewal
Company Required
Commercial Coding
Standard

Corporate Tax
Capital Gains Tax
VAT

Privacy (via Exempted
Company)

Port Recognition

Best For

Detail
$1,500-$2,500

$800-$1,500
No — but common

MCA LY3/SCV
0%

0%

None

Strong

Excellent — worldwide

Largest superyachts (75m+); institutional ownership; counterparties
with Cayman preference



When to choose Cayman over BVI: When your vessel is at the upper end of the size range, your
ownership structure is already Cayman-domiciled, or specific institutional counterparties
(lenders, fund structures) require Cayman registration. Expect to pay 30—50% more than BVI for
equivalent flag quality.

Marshall Islands

Flag: Republic of Marshall Islands (RMI) Registry: RMI Maritime Administrator

Factor Detail
irzlgzl\i;gg)tratmn Fee $700-$1,200
Annual Renewal $500-$900
Company Required Recommended (RMI LLC or Corp)
Commercial Coding SOLAS / MARPOL via Classification Society
Standard
Corporate Tax 0% (foreign-source income)
Capital Gains Tax 0%
VAT None
Privacy Moderate
Port Recognition Strong for commercial shipping; moderate for luxury charter
Best For Owners integrating yacht with commercial shipping interests;

corporate flexibility priority

Key limitation: The RMI flag is built for commercial shipping. Charter brokers targeting UHNW
clients in the Mediterranean and Caribbean frequently prefer Red Ensign flags. RMI works; it just
doesn't carry the same charter-market signal.

Panama

Flag: Panama Maritime Authority (PMA) Registry: Panama Maritime Authority

Factor Detail
Initial Registration Fee
(24m vessel) $500-3900
Annual Renewal $400-$700
Company Required Common (Panama SA)

Commercial Coding SOLAS / MARPOL via Classification Society

Standard

Corporate Tax Territorial — 0% on foreign-source income

Capital Gains Tax Variable

VAT None on vessel

Privacy Moderate

Port Recognition Good in Americas; variable in Europe and Middle East

Best For Budget-conscious owners; vessels operating primarily in the

Americas and Caribbean



The honest assessment: Panama is cheaper upfront. But higher Paris MOU targeting rates mean
more frequent Port State Control inspections in Europe, and some Mediterranean marinas and
charter brokers apply informal preferences against Panama-flagged commercial vessels. If
European operations are part of your plan, the cost saving rarely justifies the flag.

United Kingdom (Small Ships Register / Part 1)

Flag: Red Ensign — Category 1 Registry: UK Ship Register (UKSR)

Factor Detail
Initial Registration Fee  £133—£800 depending on register and vessel
Annual Renewal £100—£500

Company Required No

Commercial Coding MCA LY3 /SCV (same as BVI)

Standard

Corporate Tax UK corporation tax applies (25% main rate 2026)

Capital Gains Tax UK CGT applies to UK-resident owners

VAT UK VAT (20%) applies on UK-use vessels

Privacy No — UK register is publicly searchable

Port Recognition Gold standard — worldwide

Best For UK residents with smaller vessels; owners for whom tax efficiency is

not a priority

When UK registration makes sense: If you are a UK resident with a smaller vessel (under
~15m), used exclusively for private pleasure, and you have no tax planning requirements or
privacy concerns, the UK register is simple, cheap, and carries the strongest flag recognition
available. For any owner with meaningful tax exposure or privacy requirements, the offshore Red
Ensign registries deliver the same flag at better structural terms.

Part 2: Ownership Structure Selection

The Three Structures

Private Individual Registration

Right for: Small vessels, private use only, no tax planning needs, short ownership horizon

Advantage Disadvantage
Simplest and cheapest in year one  Name on public register
No ongoing company maintenance Personal tax exposure on sale and charter income
Fast registration Probate on death — asset frozen for 12—18 months
Transfer requires full re-registration
Liability not ring-fenced

Offshore Company (BVI IBC)



Right for: Most owners of vessels with meaningful value; privacy-conscious owners; charter
operators; anyone planning to sell within 10 years

Advantage Disadvantage
Name off the public register $1,500-%2,500 first-year setup cost
Zero corporate and CGT at BVI level $950-$1,550 annual maintenance

Asset ring-fenced from personal liabilities =~ Home-country reporting obligations apply
Transfer by share sale — no re-registration gs;qlu%rseé KYC / beneficial ownership disclosure to

Seamless succession — shares transfer, not
the vessel

Charter income received at 0% corporate tax
in BVI

The transfer mechanic alone justifies the structure for most owners. Selling a vessel held in a
BVI IBC is a share sale — no VISR re-registration, no stamp duty in the BVI, clean
documentation. Selling a personally-registered vessel requires re-registration, fresh surveys in
some cases, and can trigger personal tax events.

Trust (BVI VISTA Trust + IBC)

Right for: Estate planning, multi-generational ownership, UHNW family offices, divorce asset
protection

Advantage Disadvantage
dO;[slde probate — immediate succession per trust $4.000-810,000 setup cost
Multi-generational ownership without re-registration  $3,000-$8,000 annual maintenance
Trustee structure separates control from beneficial Complexity — requires specialist trust
ownership counsel
BVI VISTA trust preserves management control for ~ Not cost-justified for vessels under ~$5M
the settlor value

The BVI VISTA Trust is specifically designed to hold company shares as a long-term asset
without requiring the trustee to intervene in day-to-day management — making it the most
practical trust structure for active vessel ownership.

Structure Selection by Owner Profile

Owner Profile Recommended Structure Flag

Private owner, small vessel (<20m), no tax Private Individual BVI or UK
concerns
Privacy-focused, any vessel size BVI IBC BVI

.. +
US person (citizen / green card) BVI IBC US tax BVI

compliance

EU resident, cruising Mediterranean BVI IBC + EU tax advice BVI

Commercial charter operator BVIIBC + MCA LY3 coding BVI



Owner Profile Recommended Structure Flag

UHNW / family office BVI VISTA Trust + IBC ]é;grg;n
Estate planning priority BVI VISTA Trust + IBC BVI

Institutional / largest superyachts (75m+) Cayman Exempted Company Cayman
Americas-based, budget-conscious Panama SA Panama

Part 3: The Tax Picture in 60 Seconds

At the flag-state level (BVI): Zero corporate tax. Zero capital gains tax. Zero VAT. Zero
inheritance tax. The BVI company pays nothing on charter income, sale proceeds, or dividends.

At the beneficial owner level: Your home country's rules apply to you personally — the BVI
company's zero-tax status does not eliminate your home-country reporting obligations.

Owner Tax o
Residency Key Obligation
United States EBAR, Eorm 8938, CF(;/Subpart F, GILTI, Form 5471 — engage a US
international tax specialist
United Kingdom CFC rules may apply; non-dom remittance basis available for eligible
residents
EU Member State Varies by‘ country — CFC equivalents in France, Germany, Spain, Italy;
local advice essential
Non-reporting BVI company zero-tax position is straightforward — confirm with local
jurisdiction adviser

The right framing: A BVI structure provides genuine tax efficiency within a properly reported,
legally compliant framework. It is not a tool for concealment — beneficial ownership is disclosed
to the BVI FSC and accessible to competent authorities under international information-sharing
frameworks.

Part 4: The 5 Decisions to Make Before You Register

Work through these in order. Each answer narrows your options.

1. Where will the vessel operate? European waters — Red Ensign Category 1 is strongly
preferred. Americas only — more flexibility.

2. Will it charter commercially? Yes — MCA coding required; BVI or Cayman flag;
company structure essential. No — simpler registration pathway.

3. What is your tax residency? US person — engage US international tax counsel before
forming any offshore structure. EU resident — local CFC advice before proceeding.

4. What are your privacy requirements? Name off the public register — BVI IBC
minimum. Maximum privacy + succession planning — BVI VISTA Trust + IBC.

5. What is your sale horizon? Selling within 10 years — company structure almost always
justified by transfer mechanics alone. Holding long-term — trust structure may be more



appropriate.

Common Mistakes — and Their Costs

Mistake Consequence Cost to Fix
$4,000-$8,000

Private registration on a vessel Personal tax event on gain; re- .
restructuring + tax

you later sell registration friction for buyer
exposure

Panama flag for a European Higher PSC inspection rate; charter ~ $8,000-$15,000 re-
charter operation broker and marina resistance flagging
No trust structure on a Probate freeze 12—18 months; vessel Legal costs $15,000—
personally-held vessel on death unable to operate or charter $50,000+
Wrong MCA survey class for Commercial operations prohibited ~ $10,000-$25,000
commercial use until correctly coded retroactive coding

.. Late fees; eventual deletion; re- $2,000-$5,000 re-
Missing VISR renewal . . : . )

registration required registration + delays

This guide is a decision-support reference, not legal or tax advice. Flag selection and ownership
structure decisions involve jurisdiction-specific legal and tax implications that require qualified
professional advice. Privacy Solutions coordinates yacht registration and structuring through a
network of vetted local legal, corporate, and marine registrar partners — contact us to discuss
your vessel's specific requirements.



