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The Petroleum & Product Shipping
segment helmed by AET continues to
strengthen its reputation as one of the
leading providers of safe, high quality
and comprehensive maritime transport,
and specialist energy maritime logistics
services to the global energy industry.

KEY HIGHLIGHTS
Owner and operator of the first and only

Two Modular
Capture Vessels
(MCVs) in the world
Ship naming of the

Over the years we have developed our
leadership presence in various segments
of our global business, including
strengthening our strategic presence in
VLCCs and mid-size tankers, growing our
partnerships in the dynamic positioning
shuttle tankers (DPST) space in Latin
America and the North Sea, and expanding
our lightering services in the US Gulf and
Latin America. AET is also the only tanker
company worldwide to possess MCV for
marine well blowout containment systems
in the US Gulf.

World’s first
2 LNG dual-fuel
DPSTs
Market
leader
in Lightering Operations
in the US Gulf
Awarded Chamber of Shipping of America

Jones F. Devlin
Awards for
60 vessels

Awarded Chamber of Shipping of America

Revenue

Environmental
Achievement Awards
for 59 vessels, of which 18 vessels have held the rank for
10 years or more

Operating Profit

Global offices in Singapore, London, Houston
and Rio de Janeiro

FINANCIAL PERFORMANCE

RM4,305 million
RM360 million

Green Seal
Certified
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The pioneering spirit that we started
out with will always inspire us, but it
is the passion and commitment of our
people that will create possibilities in
the future to move energy to build a
better world
CAPTAIN RAJALINGAM SUBRAMANIAM
President & CEO, AET Tanker Holdings Sdn. Bhd.

PRESIDENT & CEO’S REMARKS
The year 2019 saw AET undergoing a successful transformation
and it was a year of positive progress despite a challenging external
environment. What we achieved during the year was the result of the
solid commitment, passion and determination of our people that has
brought the company to where it is today.
When we set sail in the beginning of the year, we faced global
uncertainties due to geopolitical tensions, sanctions being
implemented on certain countries and incoming regulatory and
legislative changes, as well as an unclear financing market. However,
there was also a lot of positivity and tailwinds that came our way
resulting in a better-than-expected performance in terms of financial
returns, capital expenditure and opportunities for the decade ahead.
We realised that we needed to expand our horizons and strengthen
our business portfolio. This was done by mitigating market falloffs and
placing ourselves in the position to take on any market recoveries. We
were also cautiously optimistic that the second half of the year would
be more positive and the results were in line with our expectations.
Throughout this period, we managed our cashflow very carefully and
strengthened our balance sheet as we were coming out of a financially
challenging period from the previous year.
What we did in 2019 included tactical manoeuvres to capitalise on
opportunities and mitigate the risks while focusing on assets that
would give us better premiums. While MISC has a meticulous risk
assessment approach, our risk management approach depends on
what is our appetite in terms of client risk, geographical operational
areas and ultimately, the returns that we expect. What we will not do,

however, is compromise on our standards in the risks that we take as
we pride ourselves on our operational standards that are second to
none.
We got to where we are today by focusing on our strategic priority
to secure more long-term time charter contracts with a premium by
working with top-tier clients and expanding niche market assets such
as the shuttle tanker market. We have also replicated business models
that have proven successful in other growth areas for the new markets
that we entered, in compliance with local legislation.
The client portfolio was also prioritised in terms of returns and we
offered them integrated solutions. As a result, our select clients and
stakeholders now have even more confidence in us.
We also made efforts to meet the environmental targets in compliance
with the IMO’s 2020 sulphur cap regulations as well as the 2030 and
2050 carbon emission reduction targets. When we took the initiative to
switch our tankers to LNG dual fuel back in 2017, we were one of the
first in the tanker space to do so and while most of the industry was
looking at 2020 compliance, we were already preparing for 2030. That
required us to take on a fuel supply security risk, but we transformed
that into a price risk which fortunately, turned out positive as LNG fuel
prices were within our estimated forecasts.
Therefore, we are very proud of our two pioneering newbuild LNG
dual-fuel Aframax vessels that we delivered in early 2019 as this marks
our entry into the LNG dual-fuel sector. We are determined to lead the
industry in the use of LNG as a marine fuel wherever practicable.

Additionally, in our efforts to reduce
environmental emissions from our fleet, we
witnessed the momentous occasion of the
naming ceremony for our two ships, which
are the most energy efficient LNG dualfuel DPSTs ever built in the world. These
are among the wins that primed AET for
success over 2018 and 2019. These vessels
are proof that environmental sustainability
and commercial viability can coexist.
Looking ahead, as far as our fleet portfolio is
concerned, when considering new vessels
or projects, we are looking at what is going
to bring the IMO 2030 greenhouse gas
emissions targets within our striking distance.
We are prioritising projects that have an
LNG dual-fuel element. With significantly
lower emissions, widespread availability
and assurance of supply as well as proven
commercial viability for a wide range of
vessels and trades, LNG is the best option
we currently have before zero-carbon fuelling
solutions become viable for all shipowners.
Our lightering business continues to be
a core service in the US Gulf and also
in Latin America, where we are now an
emerging player in Brazil. We continued
to maintain our service delivery standards
and on-time performance in this region by
replicating the business model we used in
the US Gulf for other growth areas. Our
VLCC and Suezmax fleet with a global
footprint continues to serve a wide range
of customers worldwide. The Product fleet
employed on short to long term charters
reinforces our commitment to delivering endto-end solutions for customers worldwide.
On the social and relationship aspect,
building relationships with banks and other
international finance houses has always
been one of our key focus areas. We are
very fortunate that we have a very good
relationship with our banks who trust us,
appreciate and understand how we work
and how we de-risk our ventures. Our
relationship is further bolstered by the fact

that we have a strong balance sheet, our
gearing ratio is relatively low when compared
to the industry and we have good visibility
over our cash flow - all enabling us to get very
competitive long-term rates for our financing
purposes.
But the major focus has always been on our
people – the success of 2019 was mainly due
to the dedication and perseverance of our
team, who have experienced both failure and
success, as they worked cohesively to focus on
how we could convert our passion, possibilities
and opportunities into contracts. I am also very
proud of the gender diversity in the team across
all corporate functions and front-line business,
with one fourth of middle management being
women, all of whom are appointed purely on
merit. The world has to be more inclusive and
give equal opportunities for all genders and that
is one of AET’s key philosophies.
We ended the year on a high note with the
announcement of the award for three longterm charter contracts from Shell to provide
and operate three Suezmax-class DPSTs.
The award for long-term charter contracts by
Brazil’s Petrobras for three-Suezmax class
DPSTs soon followed suit in February 2020
and all these newbuilds will be delivered
in 2022 for operations in international and
Brazilian waters.
It was certainly a great year in 2019 and
an exciting start to 2020 with such great
momentum. We are exhilarated with the
awards won and we are honoured once again
that AET has won new valued contracts from

premium clients in the energy segment.
These long-term time charter contracts will
reinforce our position as one of the global
market leaders in the niche DPST market.
It will also strengthen our position as being
among the world’s leading international
petroleum shipping solutions providers.
AET was once ranked seventh in the shuttle
tanker space but with the contracts that we
have won in recent years, we will be ranked
third in the world by 2020. We currently
operate in Brazil and alongside the other big
players in the North Sea, but we believe we
have the potential to do more.
Therefore, for 2020 and beyond, we are
preparing ourselves for the next phase of the
energy business; evaluating and prioritising
opportunities. We are also looking at growth
through joint ventures because while we
know there is growth potential in that space,
we also realise that we will not be able to do
everything on our own.
We will continue to experience geopolitical
uncertainties and oil price fluctuation.
However, despite these challenges, I see
a lot of opportunities ahead and I am
confident that our clients will continue with
us on our journey as they have seen our
strengths and the eco-system within which
we operate. The broader agenda is to create
value to build a better world and AET will be
contributing its part in the maritime space as
we take on a larger global role.
AET has come a long way in the past 25
years during which we have developed and
grown from a boutique lightering company
operating exclusively in the US Gulf into
the global entity that we are today. The
pioneering spirit that we started out with will
always inspire us, but it is the passion and
commitment of our people that will create
possibilities in the future to move energy to
build a better world.
CAPTAIN RAJALINGAM
SUBRAMANIAM
President & CEO AET
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Market Review
The vessel oversupply situation continued
to persist across all sectors in 2019,
exacerbated by weak growth in seaborne
demand which in turn led to a weak freight
market for the tanker industry during most of
the year.
Crude tanker tonnage demand growth
slowed down in 2019 and was lower than
2018 due to factors such as production cuts
by OPEC+ (OPEC and its allies), sanctions
on Iran and Venezuela, and overall slowing
global economic growth. Meanwhile, product
tanker tonnage demand barely grew in 2019,
reflecting the subdued clean petroleum
product shipments into Southeast Asia
and Europe, while the global fleet remains
structurally oversupplied. In the chemical
tanker sector, global seaborne trade growth
slowed down amid weak global economic
growth, partly due to the ongoing USChina trade war. Vessel supply growth was
estimated to have increased by 5.1% in 2019,
indicating further oversupply in the market.
The tide gradually started to turn towards the
end of third quarter 2019 when tanker time
charter equivalent rates jumped to astonishing
heights, amid an ideal combination of
improving fundamentals, geopolitical events
and the IMO 2020-related disruptions.
While there were higher deliveries and
only a few demolitions in 2019 that led to
a growth in the global crude tanker fleet,
vessel restrictions due to US sanctions
compensated for the oversupply situation.
Vessel time out of service for scrubber
retrofitting also impacted ‘active’ capacity
growth in 2019.

Key Developments
In early 2019, AET delivered Eagle Brasilia and
Eagle Bintulu, two of the world’s pioneering
LNG dual-fuel Aframax tankers. This marked
the commencement of a new income stream
using a greener, environmentally friendly
shipping solution in line with the Group’s
Green Sustainability Agenda. Designed to
operate with optimum efficiency and deliver
environmental efficiency alongside operational
excellence, they are part of the endeavours
by AET to minimise our environmental impact
and carbon footprint.
During the year, AET named its two new LNG
dual-fuel DPSTs – Eagle Blane and Eagle
Balder, at a naming ceremony held in South
Korea. These vessels primed AET’s success
in 2018 and 2019 and will be delivered to
Norwegian energy company Equinor in the
first quarter of 2020.
Due to our expertise, strength and reputation
that we have established over the years in the
DPST market, AET was awarded long-term
time charter contracts by Shell in December
2019 to provide a total of three newbuild
Suezmax-class specialized DPSTs, for
operations in international and Brazilian waters.
Subsequently, AET was awarded with longterm charter contracts by Petrobras, an existing
DPST customer, for three Suezmax-class
DPSTs which were secured in early 2020. All
the DPSTs will be delivered in stages in 2022.
The contract awards resulted from the
continuous focus on our growth strategy to
invest and expand in quality assets on demand
in niche markets for long term charters to
premium customers. The strong recognition
of our diverse expertise and capabilities to
create solutions for our global customers
also demonstrates AET’s resilient strength to
compete against the best in the global shipping
industry to support energy demand worldwide.
Currently, AET has four DPSTs chartered
out on long-term contracts to Equinor and
Petrobras that made notable contributions

to our earnings in FY2019. With the seven
newbuilds of DPSTs that are currently under
construction and expected to be delivered
throughout 2020 together with the additional six
on order, the total number of DPSTs that AET
owns will increase from four to 17 by 2022.
This will further reinforce AET’s position as one
of the global market leaders in the niche DPST
market in addition to fortifying our position
amongst the world’s leading international
energy shipping solutions providers. This
asset growth is also in line with AET’s strategic
priorities to grow our secured income business
and expand our niche market assets.
During the year, we also continued to
strengthen our position in the conventional
tanker business by securing new deals and
renewing existing ones with energy majors
and prominent traders.
Leveraging our strong track record and
market presence in the US Gulf, we secured
new lightering contracts and renewed existing
contracts. We were also able to successfully
capitalise on the rising US crude exports by
performing export lightering operations there
and continued to expand our presence in
ship-to-ship operations in Latin America
in 2019.

In line with our strategic portfolio review, we
decided to scale back our chemical fleet and
seven A-Class vessels were sold during the
year, while two L-Class vessels, Bunga Lotus
and Bunga Lucerne, were redelivered in 2019.
These measures will streamline the business
structure, consolidate our position in the
crude oil business and bolster our business
sustainability.
To enable us to service our customers
better and strengthen client relationships,
we expanded our presence in the North Sea
region in 2019 with an office in Stavanger,
Norway, where AET has a significant base
through our shuttle tanker business.
Our solid commitment to delivering highly
efficient and sustainable operations resulted
in several notable accolades in 2019. AET
together with Eaglestar were awarded the
Jones F. Devlin Awards by the Chamber of
Shipping of America (CSA) in recognition of
our outstanding safety records for a combined
60 vessels in 2019. These awards are given to
manned merchant vessels that have operated
for two full years or more without incurring
any lost time injury. A combined 59 vessels
from AET and Eaglestar were also recognised
by the CSA with Environmental Achievement
Awards in 2019, with 18 vessels holding this
rank for 10 years or more. These two awards
further validated our stringent HSSE policies
and reflected industry recognition of our
accomplishments.
Meanwhile, the DPST newbuild programme
at Samsung Heavy Industries achieved 1.5
million manhours with zero lost time injury.
These achievements have validated AET’s
commitment to the highest international
standards of safety, compliance and
environmental performance, and build a
positive brand experience that ultimately
enables us to differentiate ourselves from the
competition.

Sustainability
Our sustainability strategy is governed by a five-year roadmap that guides and encourages us to
integrate our thinking and planning across six key pillars: customers, shareholders, governance
and business ethics, employees, environment and community.

CUSTOMERS
Our drive for continuous evolution to remain relevant and aligned with
the changing business needs of our customers was rewarded with the
award of a total of six long-term DPST contracts from Shell and Petrobras
mentioned earlier.
Celebrating our 25th anniversary in 2019, we hosted Customer and
Business Partner Appreciation dinners in Houston, Singapore, London and
Geneva to appreciate and further strengthen the partnerships we have
developed with our customers and business partners.

SHAREHOLDERS
AET pursues strategies that support long-term goals that are aligned with
the growth aspirations of our shareholders in the energy-related maritime
sector. We conduct business activities congruent to these strategies and
plans, delivering sustainable shareholder values.

GOVERNANCE AND BUSINESS ETHICS
Our Code of Conduct and Business Ethics is embedded as a cultural
component within the organisation and to ensure delivery of consistent,
practical and purposeful ethics and compliance training to every member
of our global team, online training was rolled-out in 2019. Successfully
completed by all AET onshore staff, the training covered the topics of antibribery and corruption and global data protection and privacy.

EMPLOYEES
Diversity and inclusion are fundamental components of talent management
at AET to ensure the future success of our business.
Gender and nationality are the two areas of diversity where we continue
to focus on. Given the global nature of our business, our talent is naturally
diverse; coming from some 17 nationalities while the gender distribution
ratio between male and female at AET shore currently stands at 56% to
44%, with women representing 25% of the management and above. In the
maritime industry this is a commendable achievement with gender diversity
across corporate functions and front-line business.
AET aims to develop a workplace that values inclusion where employees
from different backgrounds and beliefs can flourish, and in 2019 we trained
our employees on better self-awareness and mitigation of unconscious
biases to develop better inclusion practices by mitigating unconscious
biases in recruiting, in talent reviews etc.

99

100

MISC BERHAD

ANNUAL REPORT
2019

PEOPLE. PASSION. POSSIBILITIES

OUR
BUSINESS
PERFORMANCE

Management Discussion & Analysis
Petroleum & Product Shipping
ENVIRONMENT
In 2019, we reduced our carbon emission intensity by 13% and 9% for our
petroleum (to 3.19 gCO2/tonne-nm) and product fleet (8.83 gCO2/tonne-nm
for Chemical alone) respectively, against the 2016 baseline.
We aim to reduce the carbon emission intensity from our tankers ahead of
the IMO’s stipulated 2030 goal by investing in greener vessels. We believe
these low-carbon initiatives will support the business to live up to the
demands of our customers for low-carbon transportation.
AET took delivery of the world’s first two LNG dual-fuel Aframax tankers in
early 2019 and named the world’s first LNG dual fuel shuttle tankers in Q4
2019. The new greener tankers emit 85% less SOx, 98% less NOx, 98%
less particulate matter and 93% less black carbon particulates than DPSTs
burning conventional fuel.
Both the LNG dual-fuel Aframax tankers Eagle Brasilia and Eagle Bintulu
successfully completed their first ship-to-ship (STS) LNG bunkering at the
Port of Rotterdam, marking AET’s commitment on climate action towards a
low carbon economy.
In line with our goal to make our offices environmentally sustainable, AET’s
offices in Singapore, Houston, London and Rio de Janeiro are Green
Seal certified, which recognises offices that have made significant steps
in purchasing, operations, internal recycling regulations, and educating
employees to reduce the office’s environmental footprint and provide a
cleaner, healthier working environment.

COMMUNITY
To commemorate our 25th Anniversary in 2019, we launched the ‘AET
Travels the World’ campaign to raise money for WaterAid and create a
positive difference to the lives of communities in need of proper sanitation
and clean water facilities.
Over a two-month period, AET’s self-driven and motivated employees in their
own time collectively walked, ran and swam around the globe for a total of
about 28,700 km and raised USD27,041. The funds will help transform the
lives of more than 1,000 families by providing them with access to clean
water, toilets and hygiene which are the building blocks of progress.
We also participated in annual beach cleaning project at Singapore’s East
Coast Beach and Arpoador Beach in Rio de Janeiro.
Employees from AET and Eaglestar volunteered at the Houston Food Bank
over two events, contributing to the preparation of more than 15,000 meals
to feed children aged 18 and under in the Houston Food Bank’s Kids Café
programme.

We believe that Environment, Social and Governance (ESG) is a strong proposition that helps
AET tap into new markets and expand into existing ones. This helps increase our top line, thus
driving financial value for our shareholders.

Moving Forward
For AET, 2020 is projected to be a year
with abundant opportunities but also some
challenges. The tanker market is widely
expected to remain firm in 2020 as tonnage
growth slows due to historically-limited
orderbooks as well as vessels undergoing
scrubber retrofitting to comply with the IMO
2020 sulphur cap regulation.
The implementation of IMO 2020 is also
likely to positively drive the crude and
product tanker markets as additional refinery
throughput is required to meet the increased
demand for compliant fuels, thus increasing
the demand for tankers.
Crude tanker demand in 2020 will also
continue to benefit from the ongoing robust
growth in US crude exports and growing
pipeline takeaway capacity along with
sizeable increases in North Sea crude supply,
following the start-up of the massive Johan
Sverdrup oil field in Norway.
However, a range of factors could challenge
the outlook including the ongoing geopolitical
issues that continue to cloud economic and
oil demand outlook, including unrest in the
Middle East and the recent US-Iran tensions.
The tanker market will benefit from the
decision by OPEC and its allies to end their
production cuts by end of March 2020, as
higher crude production spurs the demand
for tankers. However, a range of uncertainty
continues to cloud the outlook. The extent of
the recent coronavirus outbreak’s impact on
the global economy and oil demand remains
highly uncertain.
On the vessel supply side, the high number
of deliveries and minimum scrapping
activities during 2019 presents a risk of
excess tonnage across all sectors in 2020.

AET’s business strategies remain
fundamentally geared towards pursuing longterm sustainability by growing our secured
income portfolio and participating in other
energy-related maritime services either on
our own or through strategic partnerships.
We enter into 2020 with great momentum
with 13 tanker newbuilds currently on order
or under construction.

The shift towards greener shipping also
presents opportunities for us. We intend to
rejuvenate our fleet through eco-solution
assets, particularly in the VLCC segment.
This will help us differentiate as well as build
sustainability in the fleet portfolio and will
position us to capture the growing potential
in eco-solution vessels with key clients.

We are already geared up for 2020 which
we have prepared for with conscientious
planning to take any opportunities that
can maximise the growth potential and
sustainability of AET. This will include
leveraging our experience and agility to
consistently provide better energy-related
maritime solutions and services that our
customers and industry have come to expect
of us.
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