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Our vision

First choice for global
logistics solutions to the
petroleum industry.

Our mission

Our values

Contents

Our mission is to deliver top-quality solutions for
each customer and sustainable, profitable growth
for our shareholder.

•Excellence We strive to be the best at
what we do, setting standards for others
to follow. We constantly challenge 		
ourselves to improve.

To deliver our mission, we will build an integrated
global business and establish AET as the world’s
leading petroleum tanker operator.

•Responsibility We operate to the
highest ethical, environmental and
professional standards. We are
trustworthy and honest and take
responsibility for our actions.

We are expert and passionate about what we do,
motivated and empowered to deliver, and proud
to work for AET.

• Innovation We are pioneering and
entrepreneurial, creative and innovative.
We dare to do things differently. We
lead and embrace change.
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•P
 artnership Teamwork and mutual
respect are the foundations of our
success. We value our diversity,
respecting each others’ knowledge,
skills and experience.
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Key facts

We are AET
A global owner-operator of
a fleet of modern petroleum
tankers providing high
quality ocean transport
solutions for the world’s
leading oil companies,
traders and refiners.

London

• M
 arket leading lightering operation
based in Houston and Galveston,
Texas for US Gulf ship-to-ship
transfers. Activities supported by a
new fleet of the world’s first purposebuilt lightering support vessels.
Lightering knowledge successfully
expanded to operations off the
coast of Uruguay.
• W
 holly owned by MISC Bhd, the
leading Malaysian energy shipping
and logistics company. Established
as American Eagle Tankers in
1994, acquired by MISC in 2003
and re-launched as AET in 2007.
• R ecent entry into the specialised
shuttle tanker dynamic positioning
(DP) sector with operations in the
US Gulf and the Brazilian Basin.

$3.2bn
Total assets as at
31 December 2011

8 CPP tankers

12 VLCCs

2 DP shuttles

3 Suezmax
1 Panamax

82

1,985

Vessels

56 Aframax

Seagoing Personnel
1,063 officers
827 ratings
95 lightering support crew

590

Odessa

Fleet strength as at 1September 2012

Order book

1 Suezmax

AET cadets
undergoing training
Shanghai

Houston
Galveston

Manila
Kuala Lumpur
Singapore

Headquarters in Kuala Lumpur with
regional centres in Singapore, Houston,
London and Gurgaon. Shipmanagement
centres in Houston and Singapore, offshore
and lightering services in Galveston.
Crewing and manning offices in India and
the Philippines with representative offices
in Bangladesh, China and Ukraine.

Gurgaon

368
Shore-based staff

Chittagong

5

Vessels on order

4 VLCCs
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Chairman’s message

Continued commitment

Datuk Nasarudin bin Md Idris
Chairman
1 September 2012

2011 has indeed been an eventful
year for AET. We chalked up a number
of successes in new and exciting
markets but simultaneously we had to
endure a prolonged downturn in the
global economy.

operating in the Brazilian Basin earlier this
year. Our core businesses of petroleum
transportation and lightering have enjoyed
new customers, long-term contracts and
the expansion of our footprint into new
geographies.

The record size of the global tanker fleet
and a static growth in oil demand had
depressed freight rates to the extent that
all tanker operators were struggling to
remain afloat. We were not spared from
the adverse market conditions and our
financial results have been disappointing,
although I believe we have fared better
than many of our industry peers. AET
has made a long-term commitment to the
global oil industry and we will continue
to deliver safe and high quality ocean
transportation irrespective of market
conditions.

I believe the future will be exciting for AET
and I am confident that we will continue
to grow our capabilities and explore new
markets. This year will see the introduction
of four new Suezmax vessels with fuelefficient capabilities – our first owned
vessels of this size. As we re-shape and
rejuvenate our fleet, it will give us the
stability and edge to continue to serve
our customers well and enable us to take
advantage of new opportunities as they
present themselves.

Despite the trying times that we faced,
we continued to explore new opportunities,
building upon our capabilities and offering
a wider range of services to our customers.
One of our notable achievements is the
long-term contract that we secured with
the Marine Well Containment Company
(MWCC) to supply two marine capture
vessels (MCVs) to assist with major
incidents in the US Gulf. We have also
made a successful entry into the shuttle
tanker sector and our two new dynamic
positioning (DP) Aframax vessels began

The next year or two will continue to be
tough for all tanker operators. We should
use this time to strengthen our internal
capabilities, further enhance our service
delivery to customers and deliver an
increasing range of value-added services
across the petroleum value chain.
My profound thanks go to all our
customers, partners, industry colleagues
and staff. May I assure you that we are
committed to delivering quality services to
the petroleum industry and I look forward
to working together with you for many
years to come.
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President & CEO’s report

Strength in a
challenging market

Hor Weng Yew
President & CEO
1 September 2012

The past twelve months have been tough
for all industries and shipping was no
exception. All sectors suffered a tonnage
oversupply and a general slow down in
the growth of global trade leading to
some of the weakest markets experienced
in more than a generation. This has
challenged, and in some cases
overwhelmed, tanker operators and only
those that remain innovative, flexible and
agile will survive. As a company, we have
pledged our commitment to the industry
and I am confident that our efforts over
the past year have strengthened our
business franchise as well as our ability to
continue to deliver high quality services
irrespective of market conditions.

Despite the challenging environment,
we have celebrated some significant
achievements this year. We have
successfully defended our core business
of petroleum transportation, entered
new business areas and expanded our
capabilities. Having proven our ability
in the Chinese markets, we now enjoy
a number of long-term contracts with
leading Chinese oil companies. In the
US Gulf, we have grown our market
share of the lightering business and won
new customers. We have successfully
transferred our knowledge to Uruguay and
are now undertaking an increasing number
of lightering operations in that part of
the world.
Two particularly pleasing achievements
were the award of a15-year contract to
deliver dynamic positioning (DP) shuttle
services in Brazil and a ground-breaking
20-year contract to supply two carbon
capture vessels (DP capable) to the
Marine Well Containment Company
(MWCC) in the Gulf of Mexico. I
attribute these successes to our continuing
focus on delivering high quality and
exceptional levels of safety and service
to our customers and partners. Last
year we made sizeable investments in
training, safety and the maintenance of
our relatively young fleet, enabling us
to deliver the highest levels of service
repeatedly, and without failure.
We remain committed to operating young
and technologically advanced ships.
Due in part to the weak markets, we have
realigned our focus from fleet growth to
fleet renewal with a particular emphasis on
innovation and fuel efficiency. A number
of new vessels replaced older tonnage
last year. Of particular note was the
introduction of the world’s first purpose-built
lightering support vessels to underpin our
operations in the US Gulf. We placed
orders for two newbuild DP shuttle tankers
which will join our fleet later this year

and we are currently converting two new
Aframax tankers to service the MWCC
contract. Three of our four new build
Suezmax tankers have been delivered,
with the final one due later this year.
In addition, we have four new VLCCs
currently building in Korea for delivery in
2013. All our new tonnage will feature
innovation and fuel efficiency and we
intend to continue to work with designers
and yards to pioneer new vessel concepts.
Alongside our fleet renewal programme,
we have continued to build capabilities
across the organisation allowing us to meet
the ever evolving needs of our customers.
We are developing core DP skills, we
have successfully transferred our lightering
knowledge to other parts of the world, we
have expanded our Aframax operating
footprint and we have successfully entered
the Suezmax sector. Future innovations and
markets are being actively considered and
I fully expect to see AET extend its reach,
globally, over coming years.
People remain at the heart of AET and I
am confident that our training, recruitment
and retention programmes have enabled
us to deliver the high levels of service
expected by the world’s oil companies.
We sponsor the training of more than
100 cadets each year at the maritime
academy, ALAM, in Malaysia and we
enjoy strong partnerships with other
training centres around the world including
the US Merchant Marine Academy,
Kings Point. Our dedicated recruiting and
manning offices ensure a steady and high
quality supply of seafarers enabling us to
remain 100 per cent matrix compliant.
Although we have made some excellent
progress, trading conditions have not
been easy. Like so many of our industry
peers, we have reported an operating
loss this year. It is unlikely that we will see
the markets rally next year but I remain
confident of our long-term future. We enjoy

a strong balance sheet, solid customer
relationships and contracts giving longterm cash visibility. Our proven ability to
innovate and enter new, niche markets
with high entry barriers also provides
long-term strength. Cost rationalisation is,
and will continue to be, a central focus
across the company. We have identified
and realised significant savings through
innovation in areas such as bunkering and
fleet procurement without compromising on
safety, quality or service delivery.
Safety will always remain at the top of
AET’s corporate agenda. Our renewed
focus on ensuring the safety of our people
and our operations has paid dividends
as we outperform the industry, according
to independent benchmarking. We have
successfully introduced a behaviour based
safety programme into the company and
fed safety KPIs into our corporate balanced
scorecard. The continuing threat of piracy
remains a concern and we have taken
steps to ensure that our ships and our
seafarers are protected when they venture
into sensitive waters. Safety, combined
with environmental awareness and
corporate responsibility will continue to be
a focus over the coming year.
Internally, we have successfully made
the transition from a regional to a fully
connected global company with the
systems and infrastructure required to
operate effectively and efficiently. This
year, we are turning our attention to
consolidation of the global corporate
leadership team and strengthening
corporate governance to ensure we
continuously maintain the most appropriate
structure that couples the stability of our
core business with the agility to identify
and pursue new opportunities. The new
organisation structure enables synergies
and opportunities to emerge through
strong collaboration and integrated
partnerships across the business globally.
These changes allow us to deliver a fully-

rounded service to our global customers
and will position AET for future growth and
development.
Our long-term vision remains to deliver
optimised petroleum logistics solutions
across the value chain. Increasingly we
are working at a strategic level with our
customers to ensure we are in a position
to support their changing needs. We will
continue to expand and enhance our
portfolio of services and grow our internal
capabilities so that we strengthen and
grow our customer partnerships. We aspire
to become the world’s leading petroleum
tanker operator and, despite the markets,
I believe that this year has seen us take
another significant step in that direction.
I would like to thank our customers and
partners for their ongoing support and my
AET colleagues at sea and ashore for their
professionalism and commitment. We look
forward with realism that the coming year
will not be easy for anyone in the tanker
sector but also with optimism that AET is
extremely well placed to face the future.
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Milestones and achievements

Milestones and achievements
›

2011
February
Opening of new shore facility at
Galveston including offices, training,
warehousing and workshop facilities

March

Texas
Galveston

Mexico

›
April
Delivery of Eagle Kinarut and Eagle
Louisiana, two Aframax tankers from
Tsuneishi Shipbuilding of Japan

Full five-year compliance with TOTS
competency management system

Bunga Kelana 9 achieves early
compliance with MLC 2006

›
Eagle Kinarut

Eagle Louisiana

June
Award of 20-year contract by the Marine
Well Containment Company (MWCC)
to supply two marine capture vessels

AET receives the 2011 Devlin Safety
Awards for 33 vessels and four workboats

›

›

›

›

July

August

September

October

First successful AET lightering
operation off the coast of Uruguay

Corporate HSSE function created

Delivery of Eagle Texas, an Aframax
tanker from Tsuneishi Shipbuilding
of Japan

Delivery of AET Innovator, the world’s
first purpose-built lightering support
vessel

›

›

November

December

AET awards contract to Drydocks World
Dubai LLC to convert two of its newest
Aframax tankers into marine capture
vessels

Launch of corporate Behaviour
Based Safety programme

AET receives the Amver Award from
the USCG for its participation in the
Automated Mutual Assistance Vessel
Rescue Programme

›

›

›

April

June

September

Delivery of Eagle San Antonio, AET’s first
owned “eco-design” Suezmax tanker from
Samsung Heavy Industries

Delivery of Eagle Paraiba, AET’s
first newbuild DP shuttle tanker from
Samsung Heavy Industries

AET wins a long-term contract from Statoil
ASA to operate two 120,000 dwt DP-2
shuttle tankers in the challenging oilfields of

2012
January

Ship Energy Efficiency Management
Plan in place onboard AET vessels

the North Sea. A joint venture with OSM
Shipmanagement has been created to
service the contract

10
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Strengths and capabilities

New capabilities,
new markets
A challenging market and a determination
to lead the industry in vessel innovation
has encouraged a refocus from fleet
growth to fleet renewal and modernisation.
While we will continue to grow our fleet
over the coming period, our immediate
strategy is to ensure it remains modern
and technically advanced allowing us to
offer the maximum flexibility and
efficiency to our customers.

well as a processing equipment interface,
additional accommodation and other
facilities enabling them to perform a
containment role, if required.

equipment and stay out at sea longer.
Each vessel is operated under the ABS
Green Passport scheme.

In June and August of this year we took
delivery of two DP shuttle tankers from
Samsung Heavy Industries in Korea. These
vessels have been equipped with DP 2
technology and have assumed duties in
the Brazilian Basin.

Fleet strength

Fleet optimisation

In the large tanker sector, we have taken
delivery of three of the four “eco-design”
Suezmax tankers into the fleet. The
remaining vessel is under construction at
Samsung Heavy Industries in Korea and
will join the fleet during 2012. As part of
our continuing drive towards safety and
responsibility, these new vessels feature a
range of new and innovative technology to
ensure they are exceptionally fuel-efficient,
and that their impact on the natural
environment is minimised.

At 1 September 2012 our total owned
and operated fleet stood at 82 clean and
crude tankers and nine lightering support
vessels. This makes us one of the largest
tanker operating companies in the world.
During the year we took delivery of the
remaining three Aframax tankers (from a
total of eight) from Tsuneishi Shipbuilding
of Japan to complement our existing fleet.
Eagle Kinarut joined our Atlantic fleet
while Eagle Texas and Eagle Louisiana
entered Drydocks World Dubai’s facility to
be converted into marine capture vessels
(MCVs). CPP tanker Ocean Indigo and
MR2 tanker Eagle Melbourne, both built in
2011, were chartered into our clean fleet
on a long-term basis.
In June 2011, we signed a groundbreaking 20 -year contract with the Marine
Well Containment Company (MWCC)
to supply two MCVs. The MWCC was
collectively founded by some of the
world’s largest oil companies to deliver
an improved containment response
capability in the US Gulf. The award of
this contract is a significant endorsement
of our capabilities and reputation in that
region. Our two Aframax vessels are
currently undergoing extensive conversion
and modification and will be fitted with
dynamic positioning (DP) technology as

Our US$700 million investment in the
large tanker sector also includes four
VLCCs currently being built to a high
environmental specification at Daewoo
in Korea. These vessels will join our fleet
in 2013.
Of equal importance is the delivery of a
series of new lightering support vessels
(LSVs). The culmination of many years’
work, these new vessels were pioneered
by AET, designed by Elliott Bay Design
Group (Seattle) and built by Leevac
Industries in Louisiana. They are now in
service at our offshore facility in Galveston,
Texas. These LSVs represent a significant
step forward in the delivery of safe,
efficient and flexible lightering services in
the US Gulf. As the world’s first purposebuilt vessels to perform these duties, our
new LSVs are designed to optimise
close-quarters manoeuvring, carry more

Recent internal restructuring has combined
our VLCC, Suezmax and Aframax fleet
to create a single global crude petroleum
shipping division. Similarly, we also
operate a single global clean petroleum
fleet. Enhancements to the structure of our
shore team have included senior level
management of customer partnerships. By
combining our activities in this way, we
are able to deliver an enhanced and fully
integrated service to our customers whose
business extends across the world.

Global crude petroleum fleet
Our fleet of 12 VLCCs comprise nine
owned and three chartered vessels
trading globally. Transporting oil in large
quantities offers economies of scale that
are attractive to many of our customers and
we will continue to invest in large tankers.
A further four newbuild VLCCs will join our
fleet from Daewoo in 2013.
Although the markets are tough, we have
enjoyed a certain protection through
employing the majority of our fleet on
term-charters which, in recent years, have
out-performed the market. This is the result
of continually delivering high quality and
reliable shorter-term services to these
customers.
Adding flexibility to the fleet, four owned
Suezmax vessels join our fleet in 2012,
representing a bold step into a new market
and one which will allow us to offer
added flexibility to our customers.

Impressions of AET in 2012
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Strengths and capabilities

Fleet strength
We are one of the world’s largest Aframax
owner-operators with a fleet of 56
vessels at 1 September 2012. Around
40 ships are managed from our Atlanticbased offices in Houston and London,
many of which support our US Gulf
lightering activities, and the remainder
operate in Asia. Our Aframax operating
footprint continues to grow alongside the
requirements of our customers and this
year we have achieved some notable
new COAs and time-charter business with
oil majors and NOCs. In addition, we
have realised a greater level of Atlantic
triangulation business capitalising on
front-haul and back-haul cargoes and, as
a result, we have expanded our European
presence.
We fully support our charterers’
requirement for fuel-efficient and
environmentally friendly vessels and we
are committed to operating a modern fleet.
Four new Aframax tankers with dynamic
positioning capabilities will join our
fleet during 2012 and 2013 to service
our long-term contracts in Brazil and
commitments in the US Gulf.

Lightering
Thanks to the continuous support and trust
of our existing and new customers, we
were able to defend our leading position
in the US Gulf lightering sector. We
managed to maintain our industry market
share against a very competitive and harsh
market environment.

Our strategy of seeking long-term contracts
through building relationships and
demonstrating our expertise is paying
dividends. Despite stiff competition, we
have successfully achieved a number
of new term-charters with blue-chip oil
companies this year, including two 3-year
contracts with Chinese charterers.

We commit around 30 Aframax vessels
to this operation ensuring our customers
total reliability and flexibility. Of particular
note this year was the introduction of a
fleet of new lightering support vessels
which now deliver much safer and more
efficient support to the complex lightering
operation. Our shore facility has also been
completely rebuilt and now comprises
modern offices, training workshops and
warehousing facilities to support our
offshore operations.
As a result of our proven expertise in the
US Gulf, we have successfully performed
a series of lightering operations off
the coast of Uruguay where we have
transferred oil from specialised DP shuttle
tankers to conventional tankers. We
operate as part of a Uruguayan joint
venture under a local authority operating
licence which was awarded due to
our proven track-record of supporting
ship-to-ship transfers in the US Gulf.
We will continue to seek further
opportunities to expand our lightering
operations.

Global clean petroleum fleet
Our fleet comprises five MR tankers which
are employed on spot or other marketrelated contracts and three smaller, coastal
vessels mainly servicing regional trades in
South East Asia.
The future will see an expansion of our
clean fleet through acquisition or in-charter
to ensure it remains young and efficient. To
add flexibility, we are investigating pooling
arrangements with a number of market
participants as well as closer cooperation
with our parent company’s chemical fleet.

Investing in partnerships
Our future success is built on the creation
of long-term partnerships with oil majors,
national oil companies, trading houses
and refiners. As a truly global business, we
are able to offer our customers a complete
and consistent service irrespective of
geography.

Significantly, our US Gulf expertise has
led to a 20-year contract with the Marine
Well Containment Company (MWCC) to
supply two marine capture vessels (MCVs).
The MWCC is a consortium of some of
the world’s largest oil companies and was
established to respond to a future major
incident in the US Gulf. Our role is to
maintain two DP capable Aframax tankers
on station to assist with any response
required. This is a major endorsement
of our skills and capabilities.
The success of our US Gulf lightering
service has enabled us to replicate our
operation in other parts of the world. In
particular, this has successfully led to us
being awarded a licence to operate off
the coast of Uruguay. This has enabled us,
along with our local partner, to be the first
and only service provider to successfully
conduct a safe crude oil lightering
operation in that area.
Our strong values of partnership and
excellence has led us to a 15-year contract
with an NOC to provide DP shuttle tanker
services in the Brazilian Basin. We aim to
grow our DP capability and deliver similar
services in other parts of the world.
Developing long-term partnerships,
particularly in niche specialisations
with high entry barriers, will continue to
be a core strategic objective over the
coming period.
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Financial performance

Poised for the future
In 2011, to align our accounting period
with our parent company, we adjusted our
financial year-end to 31 December from
31 March previously. As such, we
reported a nine-month financial year:
1 April 2011– 31 December 2011.
For the nine months ended 31 December
2011, AET recorded revenue of
US$711.6 million. During the same
period, the company registered a net
loss of US$196.5 million, of which
approximately US$31 million is attributed
to vessel impairment charges whilst the
remainder was due to the extremely
challenging markets that have affected
all sectors of the shipping industry.
Exceptionally low freight rates caused
by flat oil demand and an over-supply of
tonnage impacted on every area of our
business. This, coupled with increasing
operating costs and in particular the huge
hike in the price of bunkers, generated this
year’s disappointing financial performance.
These difficult conditions have affected
all tanker operators however, and in
general we have fared better than most
of our industry peers.
The majority of our larger vessels were
shielded from the depressed rates as
they were engaged on term-charter
commitments which out- performed the
prevailing spot market. During this period,
we successfully defended our core business
of petroleum transportation and increased
market share in the lightering sector. In
addition, we were successful in securing a
number of niche, long-term contracts with
large oil companies. This added to the
diversification of our business and provides
long-term cash visibility.

Cost rationalisation featured extensively
throughout every aspect of our business
but extreme care was taken not to
compromise safety or quality service
delivery – conversely, an emphasis was
placed on enhancing these vital aspects
of our business.
Our balance sheet remains strong with
total assets amounting to US$3.2 billion
representing a 15 per cent increase on
the previous year. This growth is due
to our continued investment in our fleet
with a commitment to innovation and
rejuvenation. Shareholders’ funds stood
at US$1.5 billion.

$3.2bn
Total assets as at
31 December 2011

Key balance sheet data
(US$ Thousands)

Revenue
Net profit/loss

Profitability
(US$ Thousands)

Shareholders’ funds
Total assets

3,500,000

1,500,000

300,0000

1,200,000

250,0000
900,000
200,0000
600,000
150,0000
300,000
100,0000

As at 31 December 2011, excluding
related party loans, we reported total
borrowings of US$549 million. Although
our leverage remains low, we have invested
in developing strong and advantageous
relationships with financial institutions to
secure loans at competitive rates to finance
our capital expenditure on new projects.
We will continue to seek the right funding
opportunities to increase our leverage as
the business grows and diversifies.
Our financial profile remains strong
despite the tough markets and we have
retained the strength and flexibility to
continue to develop and enhance our
business portfolio. This year, we have
taken a number of steps to protect our
long-term viability and ensure that we
are well placed to take advantage of the
favourable markets when they return.
In the year ahead, we will continue to
further develop the long-term relationships
we currently enjoy with the world’s leading
oil companies, retain tight control of costs,
pursue new business opportunities and
build relationships with banks and
finance houses.

0

500,000

-300,000

0
12 months
ended
31.03.08

12 months
ended
31.03.09

12 months
ended
31.03.10

12 months
ended
31.03.11

9 months
ended
31.12.11

12 months
ended
31.03.08

12 months
ended
31.03.09

12 months
ended
31.03.10

12 months
ended
31.03.11

9 months
ended
31.12.11

9 months ended
31.12.11

12 months ended
31.03.11

12 months ended
31.03.10

12 months ended
31.03.09

12 months ended
31.03.08

Revenue

711,651

944,565

888,799

1,282,004

1,068,254

Net profit/loss for the year

-196,555

-29,740

27,841

280,224

241,916

Shareholders’ funds

1,515,851

1,702,475

1,698,919

1,703,187

1,431,250

Total assets

3,187,614

2,763,253

2,552,494

2,675,785

2,421,915

549,209

-

-

-

-

70,174

198,040

114,610

136,025

78,638

- 6.17%

-1.08%

1.09%

10.47%

9.99%

Net profit for the year as % of revenue

-27.62%

-3.15%

3.13%

21.86%

22.65%

Debt/equity ratio (excluding related party loans)

36.23%

0.00%

0.00%

0.00%

0.00%

Profitability (US$ Thousands)

Key balance sheet data (US$ Thousands)

Total borrowings (excluding related party loans)
Cash and bank balances

Financial ratios
Return on assets
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Responsibility

Safety is paramount
Safe operations

The continuing safety of our people, our
ships and their cargoes together with the
protection of the natural environment in
which we operate remains at the top of
our corporate agenda. As a global
company, our operations touch many
communities across the world and we
remain committed to protecting and
supporting those localities.
This year, we have embarked on a series
of activities to identify and broaden our
responsibility agenda with a view to
aligning the company with the relevant
social responsibility guidelines.
All our vessels comply with international
regulations allowing them to operate
globally. In addition, we maintain the
voluntary ISO 9001 quality designation,
the ISO 14000 environmental
management certification. We participate
in the OCIMF Tanker Management Self
Assessment (TMSA) programme and are
regularly recognised by the Chamber
of Shipping of America’s Jones F Devlin
award for accident-free operations. We
are also co-chair of the International
Taskforce on Offshore Lightering.

Complying with all health, safety, security
and environmental (HSSE) regulations
is the duty of all responsible shipping
companies. At AET, we aim to operate
beyond compliance to set the benchmark
standards for the industry. Our recently
instituted Quality and Assurance division
places quality, safety and compliance
firmly at the top levels of our organisation.
A central element of this division is the
Corporate HSSE (CHSSE) function that
oversees our departmental and regional
HSSE activities to ensure quality and
consistency throughout the organisation. It
gives HSSE complete visibility across AET
including a set of organisational measures
within the corporate balanced scorecard.
CHSSE is establishing partnerships with
oil companies, customers, suppliers,
industry bodies and regulators to drive
break-through practices across the tanker
industry. By benchmarking ourselves
against standards outside of the industry
and adopting the “best available
standard” approach, we are progressing
our objective of becoming a world class
safety organisation.
A strong safety culture prevails both at sea
and ashore. Each vessel retains a safety
officer and each office operates a safety
committee. We are currently pioneering
a behaviour based safety programme
focusing on what people do and why
they do it. This is both a bottom-up and
top-down activity involving every employee
at every level. It gives our staff ownership
of safety together with an absolute
authority to “Stop Work” in any potentially
unsafe environment. We have successfully
embedded a culture of openness which
has resulted in comprehensive, voluntary
near-miss reporting and the sharing of
experiences and confidences.

Last year, we engaged Lloyd’s Register
Human Engineering and Charles Taylor
Consulting to conduct thorough reviews
of our safety culture. While we are
performing well against a number of
industry benchmarks, they have helped
us identify areas for further improvement
so we can become best in class. We
are actively implementing a range of
recommendations and enhancements.
Independent benchmarking shows that
AET’s lost time injury frequency rate (LTIF)
and total recordable case frequency
(TRCF) are firmly in the industry’s top 10
per cent.
The health and well-being of our 2,900
staff continues to be a focus, with a
number of continuous programmes in place
to improve ship-board life for our crews.
By the end of 2012 we will have achieved
the OHAS (Occupational Health and
Safety) certification.
The continuing threat of international piracy
remains a real concern. Our vessels are
fitted with physical deterrents and our
crews have undergone relevant training.
Risk assessment and reduction has been
significantly improved, injuries and nearmisses are tracked and a comprehensive,
process driven change management
system is in place across AET. We firmly
believe that zero spills, zero incidents and
zero injuries are achievable and we are
working hard to make that a reality.
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Responsibility

Environmental care
Environmental awareness
We are committed to identifying innovative
methods to protect the natural environment.
This is good for sustainability, good for
our customers and good for our business.
We maintain the ISO 14001 standard for
environmental management and actively
participate in a number of programmes
that promote the environmental
management of vessels such as the
internationally recognised Green Award
scheme.
To assist with environmental protection, we
are actively working towards reducing the
bunker consumption of our vessels. We
have invested in the design and build of
four new “eco-design” Suezmax vessels
that will join our fleet during 2012. These
ships incorporate a more efficient hull
design, low-friction paint, propeller boss
cap fins, intelligent trim mechanisms and
sophisticated fuel measurement tools.
Together, these innovations will result in a
substantial reduction in the amount of fuel
consumed. Our fleet renewal programme
insists that all new vessels joining the fleet
will be significantly more fuel-efficient than
those they replace.
Elsewhere in the fleet, we are implementing
low-friction paint schemes to save around
four per cent fuel and more efficient
propellers saving around a further two per
cent. We are also experimenting with fuel
additives that will deliver more energy and
create less emissions and are implementing
sensitive bunker use measures that will
enable us to understand exactly how much
fuel is used in various conditions.
Our internal “bunker centre of excellence”
is monitoring voyages across the fleet to
identify opportunities for further reductions.
Slow steaming, in conjunction with customer
requirements, is also being employed
alongside intelligent weather routing activities

Future fuel technologies such as LNG and
fuel-cells are actively being investigated to
ensure we stay ahead of the industry.
Our lightering operation in the US Gulf
now employs brand new support vessels
which have been built to maximum fuel
efficiency. We have built on last year’s
successful trial of “vapour balancing”
which transfers vapour displaced during
the lightering process back to the transfer
vessel. This process reduces harmful
emissions and saves on bunker costs. We
are amongst the first to offer this benefit to
the industry.
We have also invested in green
technology ashore. During the construction
of our new AET Offshore facility in
Galveston we incorporated building
materials, construction methods and
internal services that are designed to have
a low environmental impact. This has
included a geothermal exchange system
for heating and cooling the building and a
new hose-testing procedure which releases
zero waste water into the environment.

Community involvement
We are conscious that we operate in many
parts of the world, often in close proximity
to local communities, and try to offer help
where we can. In London, our staff provide
help with reading and other basic skills at
a local school which is operating in a
particularly challenging environment.
In America, we donate toys to
underprivileged children and food to those
in need. In India, we are particularly active
in assisting local children in deprived areas
and support the wives and families of our
seafarers. All our regional offices stage
regular charity events to raise money for
maritime and local charities, schools and
churches, as well as relief funds following
natural disasters.
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People

Powered by people
have reinforced our training with a
structured mentoring programme allowing
senior officers to share knowledge with
their younger colleagues. ALAM maintains
strong associations with other, leading
maritime colleges to benchmark standards
and facilitate student exchanges. Last year
saw our first full cohort of female cadets
graduating from ALAM and these ladies
have now taken up their places in the AET
fleet. We are proud to be an equal
opportunities employer.

AET people crew our ships, drive our
company and carry the reputation of our
customers. We are committed to
maintaining and retaining the highest
quality, skilled and experienced teams
both ashore and at sea.

At sea
At sea we employ more than 1,000
officers and close to 850 ratings. A further
590 cadets are undergoing their training
with us, either at sea or ashore. All our sea
staff are equipped with relevant skills and
have the experience required to perform
their daily duties to an exceptionally high
standard. We are proud to have been
100 per cent officer matrix compliant
during the last year. In addition, we
voluntarily participate in Intertanko’s Tanker
Officer Training Standards (TOTS) and
have achieved early compliance with the
Maritime Labour Convention 2006.
Training is a core strength that permeates
through the entire organisation. We share
ownership of the Malaysian Maritime
Academy (ALAM) with MISC and accept
around 100 AET cadets each year on a
fully sponsored basis. After training and
time spent learning on-the-job, these cadets
enter our fleet as well trained and
committed young officers. This year we

In Galveston, we have a partnership with
San Jacinto College where staff from our
offshore division undergo basic and
on-going training and development.
We enjoy a particularly strong relationship
with the prestigious United States Merchant
Marine Academy (USMMA) at Kings Point.
Each year, two AET cadets are enrolled at
USMMA and undergo the full four-year
programme resulting in a Bachelor of
Science degree and a merchant marine
officers’ licence. Once qualified, these
cadets enter the AET fleet, often on a
fast-track promotion scheme. Our
partnership with the Academy also allows
US cadets to experience a number of AET
activities including our specialist lightering
operations in the US Gulf. The strong
bonds between USMMA, AET and ALAM
facilitates a valuable exchange of
knowledge, culture and hands-on
seagoing experience.
We ensure the ongoing supply of
experienced and trained seafarers through
our network of manning offices. We
operate two dedicated AET offices in
India, a joint venture in the Philippines and
partnerships with representative offices in
Bangladesh, China and Ukraine.
Training continues to feature prominently
throughout our seafarers’ careers.
Competency management system online
refresher training is required for all our

people on board each vessel. Our series
of officers’ and ratings’ conferences and
seminars provides a forum for knowledge
sharing and updates on topical trends and
issues.
This year, we have extended our
capabilities with the introduction of dynamic
positioning (DP) training to a selection of our
staff. This is to fully prepare us for servicing
the 15-year DP shuttle tanker contract in the
Brazilian Basin as well as our 20-year
commitment to the Marine Well
Containment Company (MWCC) in the
US Gulf. We are utilising the skills and
experience of an industry pool of DP
experts who will train and work alongside
our own staff so that we eventually achieve
four fully DP capable AET crews.
Retention of our skilled seafarers is vital as
we continue to grow and develop our fleet
capabilities. Our officer retention rate
ranks higher than the industry standard and
this is partly attributable to our marketleading remuneration and benefits
package, as well as our emphasis on
ensuring the overall well-being of our
people at sea. As importantly, we ensure
all our seafarers have a clear and defined
career path, giving them the opportunity to
reach the highest ranks at sea as well as
the chance to move ashore when the time
is right.
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Powered by people
On shore
Our ships and our seafarers are supported
by a team of almost 370 people working
from our offices in Galveston, Gurgaon,
Houston, Kuala Lumpur, London, and
Singapore. These experts deliver
shipmanagement, chartering, operations,
legal, HR, IT, insurance and finance as
well as other corporate services.
The last few years have focused on
ensuring the right people with the right skill
sets are in place to support the global
restructuring of our service delivery.
During this year, our focus has been on
four key areas:
Improving quality and performance:
We continue to raise the bar across all
disciplines to heighten the operational
effectiveness of our teams. Our stringent
recruitment activities and continually
improving performance management
processes gives us the confidence that we
are employing and retaining the highest
quality people and leveraging their skills to
maximise their performance throughout
their careers with AET.

Managing cost:
We will never allow cost rationalisation to
compromise the safe and efficient delivery
of service but we are seeking to contain
costs through ensuring skills and
knowledge are institutionalised within the
business. Our operating models are as
efficient as possible and we have
optimised staffing levels to deliver our
corporate goals.

Developing capabilities:
As our business breadth continues to
widen we have comprehensive plans in
place to ensure our shore staff are
equipped with the skills required to
effectively perform in their roles and to
fully support our new business activities.
Our teams remain flexible so they can
adapt as our business develops.
Engagement:
We enjoy a strong commitment from our
staff. To ensure this continues, we are
placing greater emphasis on defined
career progression and providing ample
opportunities for personal and professional
development. In addition, we are ensuring
that our staff are engaged with the
company’s strategy, goals and the part that
they play in the ongoing success of the
organisation.

Team strength
95 Lightering
support staff
368 On shore

590 Cadets

827 Ratings

1,063 Officers

2,943
Staff
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The future

Taking the lead
The world is changing fast and we are
determined to lead the industry as we
enter this new and challenging phase.
The tonnage supply overhang is likely to
maintain freight rates at their current
depressed levels into 2013 and changes
in oil production, refinery capacities and
locations will bring their own challenges
and opportunities to future markets.

with the intention to grow our presence in
that locality. Similarly, we have established
a project office in Dubai to supervise the
conversion and operation of our two
marine capture vessels (MCVs). We will
seek to extend the skills and capabilities
gained from these two projects into other
geographies such as the North Sea and
the Baltic.

As the future unfolds, a core element to our
strategy will remain the development and
strengthening of long-term partnerships with
oil-majors, national oil companies, large
trading houses and refiners. We will
continue to align our business closely with
their current and future demands to ensure
we can provide a growing end-to-end,
value-added logistics service for them.

In tandem with this new business, we will
continue to grow the skill-sets of our
people. Working alongside the best DP
teams in the industry, we are in the process
of acquiring a core DP capability. Our
intention is to employ four full DP capable
crews, all holding the Nautical Institute
certificate of competency.

Expanding our capabilities
The AET fleet of the future will continue to
grow but a greater emphasis will be placed
on reshaping and renewal. The average
age of our fleet will remain relatively young,
with our aging tonnage being replaced by
modern, fuel efficient vessels. Innovation will
continue to feature strongly in our expansion
strategy. The introduction of our “ecodesign” Suezmax tankers, our DP Aframax
tankers and our new lightering support
vessels demonstrate our innovative
capabilities and these will be supported
by further technological advances.
Our fleet type and composition will be
shaped by the needs and requirements of
our customers, so the entry into niche
business areas that require specialised
skill-sets, equipment and assets will form a
large part of our future business. Agility
and flexibility will remain the cornerstone
of our future fleet.
To service our new shuttle tanker business,
we are in the process of establishing a
Brazilian operating office in Rio de Janeiro

As a further extension to our core
capabilities, we have proven our ability to
perform lightering operations outside of the
US Gulf and are actively seeking
additional opportunities for this in the
Bahamas, the Caribbean and elsewhere.

Internal strength
Within AET, we have placed a strong
focus on containing costs through
implementing a company-wide cost
rationalisation initiative. This work will
continue into next year to include more
cost effective bunker purchasing and fleet
procurement. Whilst we benefit from
the flexibility of inter-company loans,
we are not encumbered by expensive thirdparty financing. Moving forward, we are
focusing on developing relationships with
financial institutions for specific project and
other financing.
We have invested heavily in various
internal operating systems to enhance
efficiency and ensure consistency across
the organisation’s operating
regions and businesses. We have
implemented, or will soon implement,

market-leading financial systems, crew
management systems, chartering and
operational systems and vessels’ planned
maintenance systems.
Training and investing in our people will
ensure we maintain and retain adequate
numbers of skilled people to meet the future
demands of the industry and our
customers. We set aggressive targets and
benchmarks for our staff and next year, we
will raise the bar even further to improve
the operational effectiveness of both our
seagoing and shore teams.
An ongoing emphasis is being placed on
our corporate governance, management
and leadership arrangements and our
recent internal restructuring has delivered a
more robust and market-driven decision
making process. It has also unified our
core activities into a more cohesive service
delivery portfolio, enabling us to provide
an enhanced, fully integrated and global
offering to our worldwide customer base.
Corporate Social Responsibility (CSR) will
be a focus as we continue to conduct CSR
due diligence across the company. We
plan to benchmark our actions and align
our activities with relevant social
responsibility best practices.
Future years will see AET continue to grow
and broaden its services and capabilities.
Our core strength of delivering high
quality, safe and reliable ocean transport
for petroleum will remain our main focus.
However we will retain an inherent agility
to take advantage of specialised and
niche opportunities as they arise.
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Corporate governance

Solid foundations
AET Tanker Holdings Sdn Bhd

Board of directors

Managing risk

Our board of directors is the highest
decision-making body within AET, meeting
at least four times a year to ensure the
company continues to make progress
towards its vision and mission. Concerned
with strategy, investment and risk
management, the current board comprises
six directors: two reflect our parentage,
three are independent and one is our
President & CEO. Our board’s composition
is designed to provide the broad spectrum
of experience required to ensure AET
continues to operate a safe and efficient
petroleum transportation business as well
as remaining agile and flexible in order to
move into related business areas as
opportunities arise. Our directors also take
responsibility for ensuring the highest
standards of business ethics and integrity
are upheld throughout the company. Their
combined experience delivers a unique
insight into a range of relevant sectors
allowing AET to react positively to the
changing business landscape.

Identifying and managing risk is a central
function of the audit and risk management
committee (ARMC), a subsidiary group of
AET’s board of directors. Risk is defined as
any event that has the potential to affect
our ability to maintain our corporate values
or the commitments we make to our
shareholder, customers, staff or other
stakeholders. It includes all types of risk
facing the company including risks to
vessels, people, the environment, our
business and our reputation. We embrace
an enterprise risk management approach
based on ISO 31000 to identify risks
within our operating functions. The head of
each function retains accountability and
responsibility for risk management within
their area but prioritisation and response
planning is decided by the ARMC. A
corporate head of risk takes executive
responsibility for the formal process of
identifying and tracking risks across the
organisation and the maintenance of our
corporate risk register.

The board operates an audit and risk
management committee as well as a
number of subsidiary boards to apply a
greater focus on specific areas of our
business such as shipmanagement and
offshore services.

The ARMC is chaired by Robert Frederic
Klausner and comprises Vice Admiral
James Card, Heng Hock Cheng and Yee
Yang Chien. A particular focus this year
has been the impact of the weak tanker
markets and strategies employed to protect
revenue and market share. The on going
threat of piracy has featured prominently at
committee level together with steps taken to
protect our vessels transiting these sensitive
waters. The implementation of
recommendations from a recent third-party
audit focusing on crew safety has also
been tracked and reported to the ARMC.

Subsidiary boards
A number of subsidiary boards report to
the main board and were created to
provide an additional layer of governance
to ensure safety, crewing, operational and
technical issues are comprehensively
addressed.
These boards meet regularly to give a
greater focus and oversight of core AET
business areas such as shipmanagement
and offshore services.

Following our successful entry into new
and niche areas of business, we have
implemented a more robust process to
assess the risks associated with these
strategic projects as well as other future
activities that require a change
management focus.

AET Petroleum
Tanker (M) Sdn Bhd

AET
Tankers Pte Ltd

AET
Shipmanagement
(Singapore) Pte Ltd

AET Holdings
(L) Pte Ltd

AET UK Limited

AET
Shipmanagement
(Malaysia) Sdn Bhd

AET Shuttle Tankers
Sdn Bhd

AET Tankers India
Pte Ltd

AET
Shipmanagement
(USA) LLC

AET Inc Ltd

AET
Shipmanagement
(India) Pte Ltd

Eagle Star Crew
Management
Corporation

AET MCV
Gamma LLC

AET Tankers
(Suezmax) Pte Ltd

AET Agencies
Inc

AET Lightering
Services LLC

Paramount
Tankers Corporation

ELS SA

AET Offshore
Services Inc

Group structure
AET owns and operates a fleet of
petroleum tankers through a number of
wholly-owned subsidiaries governed by
the group holding company AET Tanker
Holdings Sdn Bhd, registered in Malaysia
and through a number of joint venture
companies.
The principle subsidiaries of AET Tanker
Holdings Sdn Bhd are:
AET Petroleum Tanker (M) Sdn Bhd
The Malaysian company that operates our
Malaysia flagged vessels and undertakes
chartering and other commercial activities.
It owns AET Shuttle Tankers Sdn Bhd, the
operator of our two DP Aframax shuttle
tankers.
AET Shipmanagement (Malaysia) Sdn Bhd
The Malaysian company that manages the
crewing and manning requirements of our
Malaysia flagged vessels. It also owns AET
Shipmanagement (India) Pte Ltd and is
responsible for the joint venture

arrangements with our crewing and
manning office in the Philippines, Eagle
Star Crew Management Corporation.
AET Tankers Pte Ltd
A Singapore registered company that
conducts chartering, commercial and
corporate services and employs our
Singapore-based team. It also owns AET
Tankers India Pte Ltd, our company that
undertakes commercial activities in India.
AET Shipmanagement
(Singapore) Pte Ltd
Manages our fleet from the two bases in
Singapore and Houston and employs the
technical shipmanagement teams in both
locations. It also owns AET
Shipmanagement (USA) LLC, the
Delaware-based company that employs
our US shipmanagement team.
AET UK Ltd
The London-based company responsible
for employing the ships under its
jurisdiction as well as providing
commercial and corporate services.

 enotes joint
D
venture company

AET Inc Ltd
Registered in Bermuda and the operator
of our Singapore flagged vessels. This
subsidiary conducts chartering and other
commercial activities and employs our
Houston-based personnel. It owns AET
Offshore Services Inc, AET Lightering
Services LLC and AET Agencies Inc.
These companies employ the staff and
manage our US Gulf lightering operations
and our Galveston base. It is also the
subsidiary through which AET is engaged
in Paramount Tankers Corp, the joint
venture with Golden Energy Tanker
Holdings Corporation. AET Inc Ltd also
owns AET Tankers (Suezmax) Pte Ltd the
operator of our two “eco-design” Suezmax
tankers; AET MCV Gamma LLC, the
chartering entity and operator of our
MCVs; and ELS SA, our joint venture
company in Uruguay that manages our
lightering operations in that region.
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Board and management

Our directors

Nasarudin Md Idris
Chairman, AET
President & CEO, MISC Berhad

Robert Frederic Klausner
Deputy Chairman, AET
Independent Director

Hor Weng Yew
President & CEO, AET

Yee Yang Chien
Vice President, Corporate Planning
and Development, MISC Berhad

Vice Admiral James Card
Independent Director

Heng Hock Cheng
Independent Director

Nasarudin has been on the board of
MISC since October 2004 and was
appointed as President & CEO of MISC
Bhd on 15 June 2010.

For 34 years Robert Klausner worked for
Exxon Corporation in a variety of executive
positions focused on marine transportation,
oil supply and logistics. He served as a
director of the Oil Companies International
Marine Forum (OCIMF), the International
Tanker Owners’ Pollution Federation
(ITOPF) and CRISTAL (oil companies’
mutualised pollution insurance fund).

Hor Weng Yew began his career with
Neptune Orient Lines in 1989 where
he performed a broad spectrum of roles
across areas of commercial, operations,
strategic planning, asset management,
corporate funding and business
development.

Yee Yang Chien worked for ten years in
equity research and investment banking
before joining MISC Bhd in 2003. He
was actively involved in the acquisition
of American Eagle Tankers and served as
AET Group Vice President of Corporate
Planning from 2005 until 2008. He
was appointed to his current position in
MISC Bhd in April 2008 and now sits as
a board member of several MISC Bhd
subsidiaries and joint-venture companies.
He is a member of AET’s ARMC.

Admiral James Card enjoyed a 36
year career with the US Coast Guard
where he led the marine safety, maritime
security, and marine environmental
protection programmes. In 2000 he
joined the American Bureau of Shipping
(ABS) as Senior Vice President and Chief
Technology Officer.

Heng Hock Cheng was appointed
to the AET board on 7 August 2009.
He is a Director of AET’s Singapore
Shipmanagement company and a member
of AET’s ARMC. He is also a Director of
Malaysian Marine and Heavy Engineering
Holdings Bhd, Employee Provident Fund
and Otto Marine Ltd (Singapore).

He is very active in the maritime
community and is a member of the
Marine Board of the National Academy
of Sciences.

Heng Hock Cheng retired from Shell in
October 2006 after 34 years of service,
spanning Upstream, Downstream and Gas
& Power divisions. He has served with
various Shell entities in Malaysia, Holland
and China, holding positions including the
Technical Director of Sarawak Shell Bhd/
Sabah Shell Petroleum Co. Ltd, Managing
Director of Shell Gas & Power Malaysia
and Chairman of Shell China based in
Beijing.

He has been with the Petronas Group
since 1978 and has held various positions
including Vice President Corporate
Planning and Development, Group CEO of
KLCC Holdings, Senior General Manager,
Corporate Planning and Development,
Executive Assistant to the President,
General Manager, Marketing
of Petronas Dagangan, General Manager,
Corporate Development and General
Manager, Group Strategic Planning.
He is a Management Committee member
of Petronas.
Nasarudin graduated from the University of
Malaya with a Bachelor of Arts (Honours)
and holds a Masters in
Business Administration from Henley,
The Management College, United
Kingdom. He has a postgraduate diploma
in Petroleum Economics from the College
of Petroleum Studies, UK and has attended
the Stanford Executive Program at Stanford
University, USA.

He is chairman of AET’s audit and risk
management committee (ARMC) and he
holds a BSc in Marine Transportation from
the US Merchant Marine Academy and an
MBA from the Wharton School, University
of Pennsylvania.

He has been closely involved in the
development of AET since its inception
and he joined MISC Bhd following the
acquisition of American Eagle Tankers in
2003. He was seconded to London to
establish the MISC Bhd regional office
and in 2005 he became Director of
Regional Business, Americas/Europe/
Africa. He relocated to Kuala Lumpur to
manage MISC’s chemical business and
was appointed as President & CEO of
AET in January 2009. He is Chairman
of AET’s Singapore and Malaysian
Shipmanagement companies and is a
Director of AET Offshore Services.
Hor Weng Yew holds a BA in Economics
and an MSc in Shipping, Trade &
Finance, with Distinction.

Yee Yang Chien holds degrees in
Financial Accounting and Management
and Economics.

Admiral Card is a Director of AET’s
Singapore Shipmanagement company,
Chairman of AET Offshore Services and
a member AET’s ARMC.

He holds a BSc (Hons) in Chemical
Engineering from the University of
Birmingham, UK.
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Board and management

Executive leadership team

From left to right
Hor Weng Yew
President & CEO
Peter Liew
Global Director,
Crude Petroleum Shipping
Baharuddin Arbak
Global Director,
Clean Petroleum Shipping
Abdul Rahim Abdul Rahman
Global Director,
Customer Partnerships

John Baptist
Global Director, Asset Management
and Commercial Projects

Sachi Atmalingam
Director, Technical Services
and Development

Gerald Ong
Senior Vice President,
Quality and Assurance

Izwan Ismail
Senior Vice President, Finance

Chim Sook Heng
Senior Vice President,
Corporate Resources
Raymond Mc Namara
Director, Fleet Management

Jarrod Reyes
Senior Vice President of Corporate
Planning and Strategy Development

Executive management of the company is
led by President & CEO Hor Weng Yew
who is also a member of the board of
directors. Reporting to the President &
CEO are ten senior executives who take
responsibility for the core activities of the
company. This team has been recently
re-structured to enable a more efficient and
robust decision making process and to
allow full management accountability
throughout the organisation. The changes
combine a number of strategic business
activities to facilitate the delivery of an
enhanced service to our global customers.

Our Executive Leadership Team operates
within a set of clearly defined procedures
and meets quarterly by video-link, or in
person, to ensure the board’s vision and
strategy is achieved. The team is selected
by the President & CEO who ensures it
comprises the optimum combination of
skills and experience to lead the organisation
and make the appropriate corporate decisions.
Together, team members have the skills
required to ensure that AET remains a high
quality tanker operator, and continues to
move towards its ambition of becoming the

world’s leading petroleum tanker operator.
Two sub-groups of the Executive Leadership
Team provide an added level of scrutiny
over core commercial and operational
activities. This also enables effective,
robust and timely decisions to be taken on
key business issues.
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Market perspective

A changing world

The tanker industry suffered badly in
2011 as it experienced the largest
oversupply of crude tankers in a quarter
of a century. Consequently, overcapacity
crippled freight rates despite record-high
fixing activity.

Oil supply and demand

Overall, 2011 was particularly
challenging as a series of events impacted
on the global economy and affected the
world oil market. At the start of the year,
weather-related events including the
devastating floods in Queensland halted
coal production. This caused a rise in coal
prices and the consequent higher oil prices
curtailed oil demand. In March, the
earthquake and Tsunami in Japan caused
serious damage to refineries, reducing
Japan’s demand for oil as well as for
tonnage.

The economic uncertainty together with the
sustained high oil prices translated into
lower oil demand in the OECD. That said,
the non-OECD nations continued to see a
surge in oil demand, albeit at a slower
pace. Generally, the global oil markets
support the tanker markets although the
demand growth forecast has been revised
downwards for 2012 by 200,000 b/d
(fig1: World oil demand). Global oil
demand will, however, reach 90.3 m b/d
in 2012, up from 89.7 m b/d in 2011.
Non-OECD demand will continue to
dominate global oil demand growth
(fig 2: Oil demand & growth by region).

The Arab spring that swept across
oil-producing countries in the Middle East
and North Africa contributed to
maintaining oil prices at sustained high
levels. Supply disruptions and production
outages in Libya initially took some 1.2
million barrels per day (m b/d) of sweet
crude out of the market which also
impacted negatively on the tanker markets.
For much of the year, the European debt
situation continued to weigh down the
European and US stock markets and the
subsequent decline in economic activity
also affected Chinese exports to a certain
extent. GDP growth in the OECD region
ended the year at around 1.4 per cent
and growth is likely to remain at a
lackluster 1.2 per cent in 2012.
Meanwhile, emerging economies
concluded the year with a 6.1 per cent
rise in GDP, driven by robust growth in
Brazil, China and India. The outlook is
mixed for 2012 given the impact of lower
OECD growth and, hence, a lower GDP
of 5.6 per cent is forecast. On the whole,
the global economy is expected to grow at
3.8 per cent in 2012 and a rebound
likely in 2013 will push real GDP growth
expectations to 4.1 per cent.

World oil demand

Oil demand & growth by region

Mb/d

Mb/d

92.0

45

91.0

40

90.0

35

2009
2025
Growth rate

Figure 2

3.5

3.0

2.5

89.0

30

88.0

2.0

25

87.0
20

1.5

86.0
15
85.0

On the supply side, the call on OPEC oil
remains strong and capacity is forecast to
continue to increase to 38.1 m b/d by
2016. OPEC raised its production ceiling
to 30 m b/d at its December 2011
meeting, the first increase since June 2008.
Iraq is emerging as a stellar producer with
output rising and forecast to increase
sharply from 1.87 m b/d to 4.36 m b/d
by 2016 due to steady progress of its 12
joint venture projects. A faster-thanexpected rebuilding of capacity in Libya
may see that country’s oil output returning
to pre-war levels of around 1.6 m b/d by
2014. Combined output from UAE, Angola
and Nigeria will add a further net increase
of 1.3 m b/d to OPEC output by 2016.
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Non OPEC supply grew by 70,000 b/d
in 2011 with US light tight oil production
leading the way. This is expected to
account for approximately 40 per cent of
non-OPEC supply growth in the period
2010 to 2016 (fig 3: Barrels per day).
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Overall, the lower than expected oil
demand growth of 1.2 per cent was
overwhelmed by the amount of tonnage
available. Marginal growth in demand
was insufficient to absorb the huge over
capacity of tanker supply resulting in rates
remaining subdued.
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Market perspective

Challenging markets

The VLCC fleet registered a nine per cent
supply growth, followed by the Aframax
and Suezmax sectors growing at eight per
cent. Overall the crude tanker fleet grew by
between six and seven per cent in addition
to the four per cent growth recorded in
2010. Growth in the product tanker fleet
reached three per cent in 2011.
Demolition activity was insufficient to soak
up the excess tonnage despite the growing
preference for a younger global fleet.
Fleet removals in 2011 amounted to 16.2
million DWT, offsetting 47 per cent of fleet
additions.
Employment of vessels for floating storage
was at an all-time low. Crude storage
was down 65 per cent from its peak
accounting for around 10 per cent of the
total fleet. Product storage was also at its
lowest level since March 2009.

Earnings and asset values
The supply overhang overshadowed real
demand increases resulting in depressed

rates. Despite owners adopting slow
steaming and resorting to lay-up in
efforts to prevent a further slide in rates,
the tonnage oversupply continues to
overwhelm. It is likely that the current
period where earnings are close to
matching operating expenses will continue
into the foreseeable future and a more
sustained tanker market recovery will be
delayed until 2014.
Owners are also having to grapple
with escalating bunker prices and slow
steaming was more prevalent in 2011 as
a way of saving fuel. The largest tankers
sailed at an average speed of 10.24
knots in November 2011, compared with
10.93 knots a year earlier. The tanker
industry is expected to continue to deploy
slow steaming to conserve bunkers and to
squeeze every available dollar from their
spot-market earnings.
The decline in freight rates has also
impacted on asset values, including
newbuilding prices, and crude tanker
prices fell by around 20 to 25 per cent in
2011. The global economic uncertainty
has dissuaded investors and owners from
placing new orders leading to a decline

in the global order book. Delays and
cancellations, already high and growing,
are likely to increase from current levels as
the slump persists into 2012 and beyond.
Given the uncertain economic outlook, the
utilisation rate for crude tankers is forecast
to fall from its current 86 per cent to 84.5
per cent by the end of 2012.

Global clean tanker fleet
Despite seaborne oil trade being adversely
affected by lower or stagnating OECD oil
imports, the clean petroleum product trade
is experiencing a nascent trend. Refining
capacity rationalisation on both sides of
the Atlantic Basin heralds likely closures of
ageing assets and capacity additions in
the non OECD countries are contributing to
more exports of refined petroleum products
to the West.
Although refinery closures in Europe and
North America are expected, net refinery
capacity growth is forecast to average
1.4 m b/d per annum between 2011
and 2015, with a strong surge in new
capacity from 2014. Over the longer
term, global refining capacity is forecast

While it remains unclear when the
tanker markets will recover, it is unlikely
that any significant upswing will be
experienced within the next two years.
AET continues to take a longer term view
and is positioning itself to better serve its
customers by building capabilities and
core competencies across the spectrum of
the petroleum logistics value chain.
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With demand outpacing growth in new
capacity the global market is starting to
rebalance, but overcapacity will continue
to depress margins through to 2015 unless
further rationalisation occurs. Utilisation
rates will remain particularly low in
Europe, where refiners are faced by weak
demand growth and rising costs due to the
imposition of a cost of carbon on a portion
of their emissions from 2013.
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In addition, with growing US light sweet
crude production, surplus refined petroleum
products are also likely to find their way to
neighbouring countries in the Caribbean
and Central and South America.

Global crude fleet growth

sum of dwt (m)

to grow by 10 per cent from 91.6 m
b/d in 2010 to 100.8 m b/d in 2020.
The Asia Pacific and Middle East regions
combined account for more than 40 per
cent of current world refining capacity.
Consequently, product tanker utilisation
is forecast to improve with around 9.2 m
b/d of refining capacity from these regions
forecast to come on stream and generating
more long-haul product trade.

