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		One of the world’s biggest independent suppliers of marine fuel has a lifeline to operate under bankruptcy protection. A U.S. bankruptcy court judge says Greece-based and New York-listed Aegean Marine Petroleum Network Inc. can borrow up to $40 million as part of a financing package. The WSJ’s Tom Corrigan reports the ruling comes over objections from bondholders who argue that Switzerland-based commodity trader Mercuria Energy Group Ltd. is using its backing in the chapter 11 bankruptcy process to take ownership of the business. The arguments are part of a messy bankruptcy of the bunker supplier that was triggered after an audit uncovered a $300 million hole in Aegean’s books. The case comes amid uncertainty in the marine fuel business. Ship operators and bunker providers are wrestling with preparations for looming sulfur-emissions restrictions while fuel prices have soared over the past year as the cost of crude has increased.
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Aegean Marine Wins Court Approval for Bankruptcy Financing
Fuel supplier hit delays with skeptical judge and disgruntled bondholders
[image: Aegean has headquarters in Greece but is listed in the U.S. Here, the Greek port of Piraeus. ]
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Aegean Marine Petroleum Network Inc. Friday won court approval to tap into a crucial bankruptcy financing package, which took several days to clear hurdles imposed by the court and a group of bellicose bondholders.
Judge Stuart Bernstein of the U.S. Bankruptcy Court in New York will allow the company to borrow up to $40 million of a $72 million term loan. The financing package also consists of another $460 million in revolving loans that roll up existing debt and ensure the company has plenty of liquidity to keep its business afloat while it pursues a sale. Judge Bernstein has also signed several other requests allowing Aegean to continue to pay employees and critical vendors while in bankruptcy.
Aegean, a marine fuel supplier that sought chapter 11 protection after an audit uncovered a $300 million hole in its books, kicked off a hearing on the financing Wednesday, saying it desperately needed a cash infusion to avoid collapse.
Lawyers for Aegean and its bondholders ended a hearing Thursday without an order approving the loans but said they were close to an agreement. Aegean said it needed the judge’s blessing for the financing by Friday morning in order to meet a wire transfer deadline in Europe.
Mercuria Energy Group Ltd., a Switzerland-based commodity trading company, has agreed to provide the financing.
Resistance from bondholders contributed to the delay in getting the financing package approved. Bondholders, who filed an objection shortly after Aegean landed in bankruptcy, accused Mercuria of a “loan-to-own” takeover strategy. Mercuria is also expected to serve as a so-called stalking horse, or lead bidder, in a sale of Aegean’s assets.
Abid Qureshi, a lawyer for the bondholder group, told Judge Bernstein Wednesday that Mercuria had used its position as an insider to benefit itself and to ensure the terms of the financing package weren’t properly market tested. Judge Bernstein had also expressed some skepticism about the deal, saying Wednesday that he had “a lot of problems” with the financing proposal before him.
Louis Strubeck, a lawyer for Mercuria, denied wrongdoing, calling the bondholders’ allegations “a whole lot of conjecture.”
Aegean is carrying a total of $855 million in funded debt and had $5.67 billion of revenue last year. The company sought chapter 11 protection Tuesday after accusing more than a dozen employees, including members of senior management, of orchestrating a fraud with a former affiliate.
Aegean Marine said an internal investigation determined nearly $300 million in funds was filtered to a company called OilTank Engineering & Consulting linked to a 2010 deal to build a ship-bunkering terminal in Fujairah in the United Arab Emirates.
Aegean began in 1995 as a single bunkering station in Greece, court paper say. Today its 850 employees operate a fleet of more than 50 vessels and a broad network of supply hubs, delivering fuel to customers in 21 countries.
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Diageo PLC wants to ship less liquor while counting bigger profits. The global spirits distributor is selling a portfolio of 19 brands that includes Seagram’s VO whiskey for $550 million, the WSJ’s Daphne Zhang reports, as part of a pivot toward premium brands and higher-growth products. The world’s largest liquor maker, which owns Johnnie Walker whiskey and Tanqueray gin, is undertaking a broad shift in strategy by effectively swapping profits for growth. It is unloading dependable but low-growth brands for upscale business like Casamigos, a tequila brand it acquired last year, following what it says are changing alcohol consumption patterns. Diageo is taking on risks with newer brands, but the distributor is also following bigger trends among suppliers of retail goods. Consumer-goods suppliers across the Western world are revamping their portfolios and shedding slow-growth brands as they adjust to changing consumer buying patterns.
Diageo to Sell 19 Brands Amid Focus on Premium Spirits
The world’s largest liquor maker is homing in on pricier, global brands that are in higher demand
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LONDON— Diageo DEO -0.34% PLC is selling a portfolio of 19 brands, including Seagram’s VO whiskey and cinnamon schnapps Goldschläger, to Sazerac Co. for $550 million as it pivots toward premium brands and higher-growth products.
The world’s largest liquor maker, which owns Johnnie Walker whisky and Tanqueray gin, said Monday it would return net proceeds of about £340 million ($441 million) to investors through share buybacks.
Diageo hired bankers earlier this year to sell the portfolio, which also includes Myers’s rum, Popov vodka and Romana Sambuca. At that time, people familiar with the matter said the brands could generate proceeds of up to $1 billion.
Kathryn Mikells, Diageo’s finance chief, said the deal would allow the company’s U.S. spirits business to focus on premium brands. The brands sold Monday were mostly at the lower end of the market, which has seen a decline, she added.
“People are not drinking more, they are drinking better,” she said.
The deal is U.K.-listed Diageo’s latest move to shed lower-growth assets and focus more on pricier, international brands that are in higher demand.
Last year, Diageo bought Casamigos, an upscale tequila brand co-founded by actor George Clooney that increased its exposure to the fast-growing tequila market. It has also tried to get drinkers to trade up to high-end variants of its existing brands.

At the same time, it has sold Scottish golf resort Gleneagles Hotel Ltd. to an investment company and most of its wine portfolio to Treasury Wine Estates Ltd.
Analysts at Jefferies said Monday’s deal was a “decisive move to accelerate growth in the U.S.” that would allow Diageo to focus more—both in terms of marketing spend and management time—on bigger opportunities. However, they also flagged the risk that the brands could be revitalized under new ownership and that the sale could hurt relationships with wholesalers and retailers.
For Sazerac, the deal is the New Orleans-based company’s latest move to bolster its portfolio. The closely held distiller, with operations in several U.S. states and overseas, has snapped up several brands in recent years, including Brown-Forman Corp.’s Southern Comfort and Pernod Ricard SA’s Danish vodka brand FRÏS.
Diageo said it expects the deal to complete early next year, to generate a £110 million one-time gain and reduce pre-exceptional earnings by 1.9 pence a share.
The company has agreed to long-term supply contracts with Sazerac for five of the brands for 10 years.
Appeared in the November 13, 2018, print edition as 'Diageo Looks to High End.'

image2.jpeg




image3.jpeg




image1.wmf



