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y task is to try to assess the
multiplier effect that the

initial public offering (IPO) of
a company originally owning
one vessel could produce.

There are so many different
parties involved with an IPO.
Each of them, in turn, has its
own multiplier effect.

Let us assume that our vessel is
one of a number of vessels, say
five vessels, that are owned by a
vessel owning company (the
IPO Company) that is going
public in the United States. Let
us further assume that the IPO
Company is incorporated in the
Marshall Islands and operated
from either Greece or Norway.
Those are the two most likely
jurisdictions for the sponsors of
shipping IPO’s and operators of
vessels.

The multiplier effect, meaning
the number of people that the
offering will benefit both
directly and indirectly, is
astounding. Just on the regula-
tory side, we have in the United
States the:

-- Securities and Exchange
Commission (SEC)

-- New York Stock Exchange
(NYSE) or Nasdaq

-- Public Company
Accounting Oversight Board
(PCAOB)

ular foreign lawyer. In addi-
tion, the foreign corporate
and maritime registries will
receive fees for organizing
subsidiaries, certificates of
good standing, mortgage
recordings and discharges and
the like.

• Underwriters and Under-
writers’ Counsel. The bankers
must not be forgotten.
Everyone considers invest-
ment bankers to be wealthy at
an early age. However, we
cannot forget that investment
bankers generally operate on a
“no cure, no pay” basis for
IPOs. They can work for
months on a deal which does
not “price” (succeed) at the
last minute. This could
involve preparatory and due
diligence trips to the IPO
Company’s headquarters, and
later an expensive road show,
with private planes, hotels,
breakfasts, lunches and
dinners. In addition, and this
will make the ship owners out
there happy, the top tier
underwriters will generally
bear their own legal fees for
the offering. So, let us not
complain when we learn that
the underwriting syndicate
for our $200 million offering
will collect fees of approxi-
mately $14 million. They
will have worked for months
on a handshake.

a shipping IPO, especially
when the IPO Company is
formed and operates from
outside the United States.

These include the:

• U. S. Securities Lawyers. The
fees that they will charge will
range from approximately
$500,000 to $2,000,000
depending on the experience,
efficiency and billing rates of
the firm that the IPO
Company chooses and how
complicated the IPO is.

Aside from associates and
partners, law firms employ
secretaries, messengers,
porters and I.T. people. Law
firms also pay taxes and rent.

• Foreign Lawyers. These are our
colleagues in shipping juris-
dictions such as Greece,
Norway, Bermuda, Cayman
Islands, Bahamas, Liberia,
Marshall Islands, Singapore,
Isle of Man, Malta, Cyprus
and the U.K. Depending on
where the vessels are regis-
tered and which laws govern
the IPO Company’s impor-
tant contracts, the IPO could
involve several of these juris-
dictions. The legal fees for
each law firm could range
from $7,500 to $30,000 or
$40,000 depending on what
is being asked of the partic-

Let us start with them. The
IPO Company will file a Regis-
tration Statement with the SEC
that is reviewed by two legal
disclosure reviewers and two
accounting reviewers employed
by the Division of Corporation
Finance. On top of that, there
are legal and accounting
“Branch Chiefs” for the partic-
ular SEC industry unit. There
are also the secretaries and the
delivery persons (yes, even the
SEC has people who pick up
the mail or send faxes). If the
IPO Company gets into
trouble, the SEC Division of
Enforcement could also get
involved in the process. Of
course, we do not want that to
happen.

The SEC is supported not only
by the U.S. taxpayer, but also
through the filing fee that the
IPO Company will pay. For
2011, the fee is $116.10 per
million dollars. Accordingly,
the fee for a $200 million
offering would be $23,220.

The NYSE will charge a listing
fee of $125,000 for a $200
million offering of 20 million
shares. In addition, there will
be an annual maintenance fee.
The listing fee on the Nasdaq
will be $150,000.

Other Parties. There are many,
many other parties involved in
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Many, many people are
supported from the fees that
underwriters receive in an

IPO. Please see “Sex and the
City”, the New York City
Zagat Restaurant Guide and
the latest Manhattan and
Greenwich real estate listings.

• Financial Printers. These are
the people who actually
produce the glossy prospec-
tuses that the investors
receive, and who make the
final SEC electronic filings.
Their fees for an IPO can run
between $100,000 -
$200,000. In my first ship-
ping IPO in 1985, which
went on for months, cleared
the SEC, underwent a road
show but did not price, the
printers’ charges were
$199,000. So, at that rate,

the IPO Company will be
better capitalized. It will have
more equity for growth.

Depending on its business
model, it may be better situ-
ated than before to withstand
the volatility experienced by
so many sectors of the ship-

ping industry. The IPO
Company may use the
offering proceeds to pay
down debt to its commercial
lenders (another set of benefi-
ciaries of the IPO). The IPO
Company will be able to
expand and employ more
officers and crew. The IPO
Company will help support
the insurance markets (where
the City of London benefits).
The IPO Company’s vessels
will undergo class inspection
periodically. The IPO
Company may contribute to
industry groups.

One can view an IPO as a
means of sending money in so
many directions, but that view
is simply wrong. As we have
seen, our IPO will produce a
myriad of direct and indirect
benefits for itself, its “stake-
holders” and others. Shipping
is the ultimate “multiplier” for
the world economy. By going
public, our IPO Company will
not only benefit the partici-
pants listed above, but also
producers and consumers in the
countries that its fleet will serve.

from text that the expert has
drafted and which the IPO
Company’s management, the

lawyers and bankers have
redrafted. The fees can range
from gratis (a ship broker
doing this for a favored
customer) to above $50,000.

Remember, the expert will
need to have reliable access to
market data. That costs
money.

• Accountants. Let’s not forget
the auditors. They are the
“deep pockets” in any public
offering if something goes
wrong. In the world of
reputable public offerings, the
banks have virtually limited
companies to the top four
accounting firms. (When I
did my first shipping IPO in
1985, there were the top ten.)
Accounting fees for an IPO
can reach $500,000 or more.
Accounting firms employ
support staff similar to that
for law firms. There are also
junior and senior account-
ants, managers and partners.
As for the collateral benefits,
even accountants are
consumers.

• The IPO Company and its
Employees. I am discussing
the IPO Company and its
employees at the end of my
list, but they actually come
first. After a successful IPO,

the financial printers have
become “bargains”. What has
changed? In 1985, we barely

had word processing and the
financial printers kept and
edited the documents on
their systems starting early in
the process. Our goal now is

to do as much as we can on
word processing for as long as
possible. Accordingly, we
give the documents to the
financial printers much later
in the process.

• Experts. The market is such
an important part of most
shipping IPOs. Both for
reasons of having a good,
detailed market discussion
and for liability concerns, the
prospectus for our IPO will
include information supplied
by an industry expert or even

Economic Multiplier

Contribution from a successful two hundred million

Initial Public Offering: $16,463,220


