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Activist shareholders target 
Aegean Marine

A GROUP OF activist shareholders is seeking to derail the plans of Aegean 
Marine Petroleum Network to acquire Hellenic Environmental Centre for 
$367m, over a dispute about the company’s corporate governance and 
strategic direction.

The bitter fight centres around Dimitris Melissanidis, Aegean’s founder 
and former shareholder, who currently holds no official position at the 
New York-listed bunker supplier, having sold all his shares and stepped 
down from the company last year.

The dissident group believes Aegean has a viable business model as a 
standalone entity. They also believe its shares are deeply undervalued 
because of poor corporate governance practices.

It alleges that the current board members are beholden to Mr 
Melissanidis, who, according to the group’s description, allegedly controls 
all the strings and who never really relinquished his grip over the 
company’s affairs.

It is also critical of the proposed acquisition, alleging that its sole purpose 
is to enrich Mr Melissanidis, who owns Hellenic Environmental Centre, to 
the detriment of shareholders.

As part of the consideration offered to HEC, a Piraeus-based ship services 
firm that handles oily waste, Mr Melissanidis will receive a 33% stake in 
Aegean, which will in effect give him control of the company. He will also 
have the right to appoint three directors to the eight-member board.

The management and board of Aegean, who are being advised by Jefferies 
and Clarksons Platou respectively, have a diametrically opposing view.
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They believe Aegean is mired in a slumping market 
with deteriorating margins and that a complementary 
acquisition such as HEC will allow it to resume its 
growth and path to profitability.

Aegean reported a net loss of $29.3m for 2017 and 
announced a dividend cut to $0.01 per share.

The lawsuit was filed by RBM Holdings in the US 
Southern District Court of New York. It seeks a 
temporary restraining order to block the $367m 
proposed acquisition until after the company’s annual 
meeting of shareholders, which traditionally takes 
place in June.

RBM, which has nominated its own slate of directors, 
alleges in its motion that under governing law any 
actions that threaten the shareholder franchise or 
electoral process constitute irreparable harm.

When Aegean announced the proposed acquisition on 
February 20, 2018, it said it was aiming to complete it 
within the second quarter of 2018, ahead of the 
shareholders’ meeting.

The proposed acquisition
Jonathan Mcilroy, president of Aegean, said in a 
statement to Lloyd’s List: “We believe the request for a 
temporary restraining order is without merit.”

The acquisition, which does not require shareholders’ 
approval because Aegean is a foreign entity, will result 
in Mr Melissanidis controlling a 33% stake in the 
company. At present, Mr Melissanidis does not own 
any shares in Aegean.

Mr Melissanidis sold his last batch of Aegean shares in 
August 2016. Over the years, he has collected $484m 
from selling a total of 23m shares.

Should the acquisition materialise, Mr Melissanidis 
will designate two new members to the board of 
directors and appoint a third independent director. 
Aegean will also appoint an independent director, 
bringing the total number of board members to eight.

Mr Mcilroy called HEC a complementary business 
with high margins and said the proposed acquisition 
was in the best interests of Aegean shareholders.

“We are confident that with HEC, Aegean can achieve 
growth significantly greater than what it could deliver 
on a standalone basis.”

To acquire HEC, Aegean will issue 20m shares of 
common stock, it will assign $200m of accounts 
receivable to the sellers, it will issue $25m in a 

two-year unsecured note at 4% interest, and it will pay 
$15m in cash.

The shares would be issued at the equivalent of $4.45, 
which was the closing price before the deal was 
announced.

Aegean’s shares have dropped precipitously since the 
announcement. They closed on March 9 at $2.45, 
valuing the company’s common equity at $100m.

Analyst Ben Nolan of Stifel said in a note to clients: “In 
our experience of covering shipping, we have seen our 
share of questionable deals, but this one takes the 
cake, in our view, and there is not a close second.

“We see so many violations of shareholder trust in 
Aegean’s decision to buy HEC it is hard to even fathom 
how any transaction could possibly be worse.”

Chequered past
RBM is part of a group of shareholders known as the 
Committee for Aegean Accountability, which 
collectively owns more than 12% of the shares 
outstanding.

The committee issued an open letter to the board on 
December 20, 2017, alleging that Aegean had been 
plagued for years by fundamental governance issues, 
conflicts of interest, and poor financial management. 
The letter sought amiable negotiation of certain basic 
corporate reforms.

The open letter had followed the shareholders’ meeting 
in June 2017, when sitting chairman of the board Peter 
Georgiopoulos and director John Tavlarios failed to be 
re-elected and subsequently resigned from the board.

An investment banker who specialises in corporate 
takeover strategies and who spoke to Lloyd’s List on 
the condition of anonymity said that it is incredibly 
rare to lose an uncontested vote.

“Director nominees typically get more than 95% of 
votes cast. To not receive the majority is extreme,” he 
said.

On January 31, 2018, the committee nominated its 
own slate of directors, after its effort to negotiate 
corporate reforms failed.

Tyler Baron, a financial advisor at Sentinel Rock 
Capital, which is representing the activist group, told 
Lloyd’s List that “it is an extraordinarily egregious 
transaction that someone with no executive role or 
ownership stake will disenfranchise shareholders, 
while enriching himself at the same time”.
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The Interview: Sabrina Chao
NEWBUILDING capacity and human nature are still 
the biggest risks in shipping and could disrupt an 
anticipated market recovery in the dry cargo industry, 
says Sabrina Chao, executive chairman of Wah Kwong 
Maritime Transport Holdings.

“Fundamentally, every recovery in shipping has been 
killed by an oversupply of ships.”

According to Ms Chao, there is too much shipbuilding 
capacity to serve the merchant fleet because 
shipbuilding is a strategic industry for many countries 
owing to employment and national security reasons.

As for the effects of human nature, Ms Chao uses a 
lesson learned during the most recent downturn in 
the dry cargo market.

“Back in 2012-2013 we saw an influx of private equity 
that delayed the recovery by five years, hopefully,” she 
said. “Private equity came and left but the ships 
remained, and we had to deal with a sustained terrible 
market.

“So, what if there is another influx [of orders from 
private equity]? I think a good thing — and a terrible 
thing — is that shipping is representative of global 
trade, and anyone can become a shipowner, anyone 
can join our market, if they have the money they can 
buy a ship.”

British-educated Ms Chao, who is the granddaughter 
of company founder TY Chao, joined Wah Kwong in 
2002 and was appointed executive chairman of the 
group in 2013.

In 2015, she became chairman of the Hong Kong 
Shipowners’ Association, the first woman to take that 
position.

Wah Kwong, which was founded in 1952, today 
operates a fleet of 18 dry bulk carriers, six very large 
crude carriers, four aframax oil tankers and five 
liquefied petroleum gas carriers, with a total capacity 
of 3.9m dwt.

Despite the risks, Ms Chao is quite optimistic about 
the shipping market over the next five years.

“I think newbuilding ordering is at a healthy level. 
There is no irrational ordering. We have a very 
delicate supply and demand balance and no one can 
be sure that if they entered now they would be making 

crazy money. Since no one can make that claim 
anymore, ordering becomes a lot more sensible and 
that is a sign of a healthy recovery.”

Chinese leasing and capital markets
As the subject of funding comes up, the conversation 
quickly turns to the effect of Chinese leasing 
companies in ship finance. Ms Chao does not blame 
the Chinese leasing houses for dampening the 
shipping markets.

“Following the financial crisis and all the Basel 
requirements that followed, a lot of European banks 
naturally left, out of necessity. That kind of funding 
gap has to be filled. If it is not the Chinese leasing 
companies, you can be sure it will be someone else.”

Could that someone else be equity markets in Asia? 
Could local markets be a rising opportunity for 
Chinese and Hong Kong shipping firms?

“Absolutely. It is time to really take a close look at 
equity markets to see if there is a window over the 
next few years.”

Ms Chao bases her optimism for local capital markets 
on two recent trends. Locally, the One Belt, One Road 
Initiative will lead to a re-examination of the role of 
capital markets in Asia.

And overseas, New York has gone upstream and might 
not be suitable for shipping family businesses like 
Wah Kwong.

“During the past cycle, lots of [shipping] listings went 
to New York, but today if you talk to anyone about a 
listing in New York, you will have to be a $1bn market 
cap, otherwise no one will take notice. But having said 
that, my worry is that there is not enough expertise in 
the investment community here that understands 
shipping and is willing to invest.”

Shipping, after all, might lack the charm in attracting 
local investors that are particularly obsessed with 
high-growth stories, such as the blockchain hype.

The effect of emissions regulations
Ms Chao welcomes the new environmental 
regulations but expresses scepticism about their 
operational implementation.

On the sulphur cap, she unequivocally declares: “It is 
the right thing to do. We are all citizens of the world. 

OPINION
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We should be responsible for lowering the pollution 
we cause in the industry. Hence the right thing is to 
comply, first and foremost.”

Nevertheless, she has some strong views as to who 
should lead the implementation charge and how 
effective the use of scrubbers really is.

According to Ms Chao, installing scrubbers is not a 
long-term solution because it is not cost effective and 
because the industry will still have to deal with the 
residuals.

“To me, a long-term solution — if pollution is what we 
ought to stamp out — will not be laid upon by 
installing a scrubber, not because scrubbers do not 
work, but because of the problem of the gunk,” she 
says. “If, for example, you go to Europe, they probably 
have the infrastructure to receive and treat it in a 
responsible manner. You cannot say that for some of 
the developing countries. And our ships trade around 
the world.”

Ms Chao believes the refining industry should take the 
lead and mass produce low sulphur fuel. That would 
be environmentally friendly — unlike scrubbers 
— easier to monitor, and it would not add more cost 
pressure on shipowners to install scrubbers.

“Given shipping’s fragmented nature compared with 
the oil refinery industry, how easy would it be to 
regulate this? If you are a regulator, how would you do 
this?”

Overblown trade wars
Ms Chao is nonchalant when it comes to the just-
announced tariff on Chinese steel imports into the US.

“The tariff is not a big thing. Chinese imports are less 
than 3% [of global steel trade].”

According to Ms Chao, it is only the swirling chatter 
about a possible trade war brought about by the tariff 
that might make some in the dry cargo market feel 
worried. For now, though, such fears can be 
discounted as more excitable talk than concrete 
reality.

She has the following to say about US President 
Donald Trump. “He is a businessman. As a 
businessman, you negotiate. You already set the bar 
up there and leave room for negotiation.

“I think he is a pragmatic man. The business 
community and the stock market have all benefited 
since he became president.”

The future of Wah Kwong
Ms Chao will receive the Connecticut Maritime 
Association Commodore Award on March 14.  She will 
join an é lite group of 28 former commodores who 
collectively represent the who’s who of the 
international shipping industry.

She will also join Angeliki Frangou as the only female 
shipowner to receive the accolade.

The award may be an affirmation for past 
accomplishments, but Ms Chao is busy charting the 
next course in her family’s business.

Wah Kong recently announced the appointment of 
industry veteran David Palmer as chief executive, 
effective from May 14, 2018. Mr Palmer is currently 
the chief executive of Pareto Securities in Singapore.

“We are very excited about David joining our company 
because he is a shipping veteran and he also 
understands the family business very well, having 
worked for the Swire Group and IMC.

“He will also bring all the savvy of a shipping 
investment banker, which goes back to [our discussion 
about] equity markets. Today, you need to be a bit 
more innovative. Hopefully, he can help us on that 
side as well.”

Ms Chao acknowledges that following the passing 
away of her father in 2016, there were members of her 
family that were not happy with the results of the 
shipping business over the past several years.

But she firmly notes that: “We are still very committed 
to shipping. Will we only be focused on shipping? No, 
but are we getting out of shipping? Definitely not.”

Is summer slowdown setting in early 
for VLCC market ?
THE traditional summer slowdown appears to have 
started early this year for the very large crude 

carriers market, as spot rates head towards their 
lowest levels this year.

ANALYSIS
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VLCC rates hit absolute zero returns as charterers 
continued to enjoy very easy supply and very 
compliant owners, said Gibsons shipbrokers in its 
weekly report.

The benchmark VLCC time charter equivalent on 
the Baltic Exchange fell deeper into negative 
territory last week to minus $3,812 per day on 
Friday’s close, from minus $3,142 per day a week 
earlier. By comparison, TCEs for the smaller 
aframax and suezmax are still positive.

The decrease was mostly driven by softness in 
Middle East Gulf to China rates owing to vessel 
oversupply, shipbrokers noted, adding that the trend 
is expected to continue through the first quarter, at 
least.

Yet spot VLCC freight rates have fallen so far below 
operating cost that owners should consider 
measures to check supply growth and scrap older 
vessels.

According to Stifel, the current cycle has been 
caused by the combination of fewer Organisation of 
the Petroleum Exporting Countries and Russian 
exports matched by lower US imports.

It said that supply has been less of a concern with 
the orderbook at a manageable 13% of the fleet.

In 2017, on a fleet of 730 vessels, 53 VLCCs were 
ordered and 13 were scrapped. In comparison, so far 

in 2018, eight have been ordered and 10 have been 
scrapped.

Despite the tame orderbook, the downturn in rates 
has not led to a substantial shrinking of VLCC fleet 
size, Stifel added in a note.

“So rather than the fleet contracting to meet 
demand, demand will have to outpace fleet growth.”

Given growing US crude exports, much of which is 
going into Asia, it is not unreasonable to assume 
there could be some demand growth, all else being 
constant, Stifel analysts predict.

However, exports have flattened between 1.5m-2m 
barrels per day since October and the only catalyst 
to drive exports up is the pricing of US crude versus 
international barrels.

US exports are only serving to offset falling barrels 
from Venezuela, where production has been 
effectively falling in a straight line down from 2.4m 
barrels per day in 2015 to less than 1.7m barrels per 
day in February.

The VLCC shipping business is not structurally 
broken, Stifel said. It added: “The best medicine may 
be a little hand wringing and distress among 
operators to expedite a supply-side response, which 
the eternal ship owner hope has thus far short 
circuited.”

MARKETS

Small bulkers become hot commodities 
in S&P markets
SMALL-SIZED bulk carriers have become hot 
property in the secondhand markets this year, with 
more investors betting on the sector’s further upside 
amid optimistic signs in supply and demand 
balances.

According to estimates by VesselsValue, 26 handies 
worth $275m changed hands in the past week, as 
well as 27 supramaxes worth $341m and 25 
panamaxes worth $363m. Only eight capes worth 
$154m were sold.

Showing similar trends, Clarksons data revealed 39 
handymaxes, 32 panamaxes and 29 handies were 
transacted this year, compared with 10 capes.

The development comes as capes are expected to 
face competition from Vale-backed very large ore 
carriers on long-haul iron ore trades in the coming 
years, while buoyant grains and minor bulk trades 
support demand for small-sized bulkers.

When compared with the troughs seen in March 
2016, the increases in values of secondhand 
handies, supramaxes and panamaxes have exceeded 
those of capesize bulkers in general, according to 
brokers.

Secondhand markets for small-sized bulkers have 
been liquid, with the lower financing requirement in 
absolute terms.
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VesselsValue analyst Court Smith noted that some 
owners were soaking up tonnage in the segments to 
optimise their fleet portfolios.

“Since the start of December and up until mid-
February buying interest for handies was 
particularly intense,” Intermodal S&P broker 
Giannis Andritsopoulos said in a note. Japanese-
built tonnage larger than 32,000 dwt was 
particularly popular, he added.

“The interest in this size has in fact became so 
intense that such candidates are now harder to find, 
which paradoxically turned buyers once again back 

to supramax vessels.”

Leading the buyer spree was Ocean Yield, the 
Oslo-listed lessor that acquired seven young or 
newbuilding handies on long-term charters to 
Interlink Maritime and Louis Dreyfus Armateurs.

Deals for vessels aged 15 or above tended to involve 
Asian owners, where most of the older ships are 
trading, Mr Smith said.

In general, buying interests for younger ships 
outstrips older vessels.

IN OTHER NEWS
Maersk says no hope of finding 
survivors after remains found on 
burning ship
THE remains of three crew 
members have been found on 
board the containership Maersk 
Honam, which caught fire a week 
ago.

They have not been identified. A 
fourth seafarer missing after the 
blaze has not yet been located, 
Maersk has said in a statement.

“Given the time that has passed 
and the severe fire damage of the 
vessel, we must conclude by now 
that we have lost all four 
colleagues who have been 
missing since the fire on board 
Maersk Honam,” the company 
said. “All four families of our 
deceased colleagues have been 
informed.”

Reports over the weekend citing 
the Indian Coast Guard said the 
fire on board the vessel had been 
brought under control.

The Singapore-flagged Maersk 
Honam was en route from 
Singapore to Suez with 7,860 
containers when the fire started 
on March 6.

Liner shipping recovery has 
just started, says OOIL
ORIENT Overseas (International) 
Ltd is optimistic about liner 

shipping after returning to the 
black with a $137.7m net profit for 
2017.

Speaking at a press conference 
in Hong Kong on Monday, OOIL 
chief finance officer Alan Tung 
said he was happy with the 
results and expected the 
favourable growth in the global 
economy, the “anchor” of the 
recovery in container shipping 
industry, to continue in the short 
to medium term.

“The synchronised growth 
between major economies… is 
not the end of the story, it’s a 
gradually recovering story,” he 
said.

The solidifying demand side, 
combined with calmer 
newbuilding deliveries from 2019, 
will pave the way for continuing 
improvement in market 
fundamentals going forward, 
according to Mr Tung.

Ports across UK investing $2.4bn 
in new facilities to boost growth
UK PORTS are looking at a 
collective £1.7bn ($2.4bn) 
investment boost over the next 
few years, according to a British 
Ports Association report.

Research conducted by advisory 
firm Moffatt & Nichol for the 
lobby group found that known 

ongoing and planned investment 
projects are split among 17 ports, 
as the country prepares to leave 
the European Union and embark 
upon new trade and customs 
practices.

“Ports are doing their bit, but we 
rely on government to ensure 
that road and rail connections 
from the port gate are fit for 
purpose,” said BPA policy 
manager Mark Simmonds. “The 
terrestrial and marine planning 
and consenting process is also 
cumbersome and costly, and 
often holds back or even prevents 
some sustainable port 
development.”

Debt-ridden Noble misses payment 
and puts kamsarmax up for sale
EMBATTLED Noble Group has 
failed to pay a coupon on 9 
March on $750m of loan notes 
due on 2022 amid continued 
efforts to restructure its debt.

The Hong Kong-based and 
Singapore-listed commodities 
and freight operator has availed 
itself to a 30-day grace period to 
make the payment. Before 
deciding not to pay the coupon, it 
consulted extensively with an ad 
hoc group of senior creditors and 
took into account advice from 
legal and financial advisers.

Debt-ridden Noble, which 
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slumped to a $1.9bn loss in the 
fourth quarter, considers itself 
very close to reaching final terms 
with the group of senior creditors 
in relation to the proposed 
restructuring of its unsecured 
liabilities.

TEN posts a profit in tough tanker 
market
TSAKOS Energy Navigation has 
posted a profit for the fourth 
quarter and full-year 2017 before 
non-cash balance sheet items, 
despite the tough tanker market.

The positive performance comes 
as the Greece-based owner of 63 
tankers and two liquefied natural 
gas carriers operates the largest 
fleet in its history and celebrates 
25 years as a public company, a 
milestone to be marked by TEN 
ringing the opening bell on the 
New York Stock Exchange on 
Wednesday.

TEN’s bottom line for the fourth 
quarter was hit by an impairment 
charge of $8.9m on the book 
value of its two oldest vessels, a 
very large crude carrier and one 
of its suezmaxes, while a sale 
and leaseback last year for two 
other suezmaxes resulted in a 
non-cash loss of $3.9m.

TEN reported a net loss of $9.7m 
for the quarter, compared with 
net income of $11.9m in the 
fourth quarter of 2016, and a 
$7.6m profit for the full year, 
down for $55.8m for full-year 
2016. Adjusted for the non-cash 
items, though, TEN posted a 
$2.7m net profit for the fourth 
quarter and a 20.4m profit for the 
year.

Employers risk crippling fines 
in UK pensions overhaul MARITIME 
employers are at risk 

of crippling fines by falling foul of 
new UK pensions rules.

Businesses face civil penalties of 
up to £50,000 ($69,300) and daily 
penalties of £10,000 for failing to 
auto enrol eligible employees in a 
pension scheme from February 1.

Confusion over how the rules 
apply to seafarers and offshore 
workers could lead to an 
increased risk of penalties, 
Ensign Pension Fund chief 
executive Jemima FitzMorris has 
warned.

“Employers may find that already 
complex auto enrolment rules are 
made even more difficult to apply 
to the maritime world, because 
the criteria stipulates for those 
‘working in the UK’, but seafarers 
and offshore workers don’t sit 
neatly within this definition,” Ms 
FitzMorris said.

Clarksons expects another year 
of strong growth
CLARKSONS expects continued 
growth in 2018 after reporting 
underlying pre-tax profit of 
£50.2m ($69.6m) for 2017, a rise 
of 12% on the year.

The rise was attributed to higher 
activity in most sectors that led 
to revenues growing by £18m to 
£324m, the London-based broker 
said in a statement.

The company increased its 
dividend to 73p per share at the 
end of December from 65p a year 
earlier. The dividend will be paid 
in June.

However, net profit fell in 2017 to 
£34.4m, down 9.2% from a year 
earlier, as a result of acquisition-
related costs of £3.8m.

Chief executive Andi Case said he 
was pleased to report “another 
year of strong growth” as the 
company continued to “innovate” 
and expand its offerings.

Stolberg trial enters final stages
BREMEN’s regional court is 
considering its verdict on fraud 
and embezzlement charges 
against Niels Stolberg and three 
co-defendants.

The former Beluga chief 
executive expressed remorse for 
his role in bringing down the 
world’s biggest heavylift firm.

The public prosecutor is seeking 
a four-and-half-year custodial 
sentence on grounds of the 
seriousness of the case. The 
defence says a suspended 
sentence is appropriate, with 
probation for the other accused.

“I am very sorry,” Mr Stolberg told 
the court in his final plea last 
week. “I wish I had made other 
choices back then.”

Suez Canal cuts rates for bulkers
THE Suez Canal Authority has cut 
rates for bulk carriers plying 
certain routes as it seeks to 
remain competitive.

Taking into account recent 
changes in the global shipping 
markets as well as in the world 
economy, and in line with its 
“flexible marketing policies”, the 
SCA has issued a new circular, an 
emailed statement says.

The rate reductions apply to 
laden or ballast dry bulk vessels 
coming from or heading to the 
east coast of North America to 
ports located north of Savannah.

For classified notices please view the next page.
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