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SECRECY STILL GOVERNS SOUTH AFRICA’S OIL INDUSTRY

MOSSGAS: Fiasco evident, but nobody can be sued

SASOL: Fiction overrules facts, press muzzled

‘Secmcy 1'3 e.t‘sentz'al’, was Mr. F.W. de Klerk’s conclusion
when he, on 9 March 1983 (then as Minister oflnternal
Affairs), addressed South African parliament 0n the
issue of'supplies to the country’s oil industry. ‘The crux of

the mailer is not w/zal 1's mid overseas bu! what we say in South

Afrit‘a ’, emphasised his colleague Mr. Danie Steyn, on 20

May 1985 when he, as Minister of Mineral and Energy
Affairs, impressed upon parliament the need ofa silent

press on oil matters. These two policy principles still

reign inside the South African government, despite the

process of transition to democracy. The touchstone in

question is the outcome of the recent rows 0n the coun-

try’s ‘white elephants’ Mossgas and Sasol.

Although a special Auditor—General’s report on the

Mossgas projeet clearly shows the government’s respon—

sibility for the Mossgas fiasco and its financial burden of

more than R 12 billion, normal criteria of economic

viability and political liability do not count here. The

gm'ermnent’s defense. is still that Mossgas (like Sasol)

was a strategic investment and vital to national survival

to counter the oil embargo.
When the South African monthly magazine ‘T/ze Execu—

tive ’ in recent months started to raise serious questions on

South Africa’s oil industry, and, in particular, on hidden

factors in the oil price administration and on excessive,

state protection of Sasol, the government Chose not to

apply the sanctions still provided for in the Petroleum

Products Act to silence critical voices inside the country.

Instead, now Sasol itself— since it was the main culprit in

the Executive's articles — executed the penalty: Sasol

made the articles subject to the South African Media

Council, a rather inappropriate forum to settle an issue

like this. For Sasol, however, the Media Council was the

best instrument, because the publication was seen by

Sasol as ‘malicious in its intent and dz'xtorted in its content '.

Eventually the outcome was the same as it would have

been under the Petroleum Products Act: the seereey (m

the oil price and ()n Sasol’s finances was saieguarded.

‘T/M Exz'culz'zv" had to give in and to settle on Sasol’s

terms.

Costs of Mossgas increased by 80 per cent

()n 5 December 1991 Mossgas, the joint venture ()1~

Engen (Geneor) and the state—owned Central Energy

Fund (CEF) in i‘uels—i‘mm-gas pmduetion, organised a

bigr media event to present a report endorsed by the

Auditor-General. The press (‘onterenee was hosted by

the South African minister of Mineral and Energy A1.—

i‘airs, Mr. George Bartlett. The report had been made by

an outside consultant, Mr. Maurice E. Brooks based in

New York, and was finalized (m 16 september 1991.

Although Mr. Brooks explicitly was not asked to eon:—

ment on Mossgas’ viability and on alleged corruption,

his findings were very critical 0n the organisation and

management of the project. The main conclusion were:

* Total costs increased by 80 per cent to R 9,805 million.

compared with the 1987 estimate of R 5,447 million

(in order to complete Mossgas ready for commercial

production total costs are now estimated to be R 12
billion).
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Major problems were caused by the teehnieal com-
plexity ol‘the onshore projeet, i.e. eonstruetion ol'the
eom‘ersion plants.
I‘leonoinie sanctions prevented qualified international
eontraetors Iron] partieipating.

Davy MeKee (UK) and Batetnan (SA), had no ade-

quate resottreex no proven track record on megapro—
jeets and had to work with largely new hires.
The required loeal eontent, i.e. the work by South
Al‘riean industry, of 80 per eent resulted in long
delays antl inllation.
Sehedules were not adjusted when delays beeame
e\'i(lent.
Problems arising l‘rom limited South Alriean re-
sourees and poliey eonstraints were magnified by
Sasol’s obsession with seereey.
(lost data by the US companies Fluor and Badger on
the Symbol engineering design were inaeeurate.
The government and Mossgas deeieled to push ahead
with a costly and complex megaprojeet without ade-
quate planning. definition, a sound cost estimate or
even an experienced owner’s organisation to eontrol
and manage the projeet.

‘South Africa was under siege’

The fourth minister to oversee the Mossgas projeet since
its start in 1987, Mr. George Bartlett, minister ol'Min—
era] and Energy Affairs, defended the government’s
(leeision to push ahead, despite its knowledge of the
teehnieal and financial problems involved, by saying:
‘Suut/z Afrz‘ra was under single at flu) lime and [/16 ranetz'am xtrewr
were tzlgI/Itmz'ng’. Referring to February 1987 when the
government gave the green light for the Mossel Bay
projeet, l\/Ir. Bartlett stated: ‘Thzm' teen? bleak dayx indeed,
rurz‘iz'a/ (1nd sv_l/l.rLg/ffz'cimey were [/26 order (3/1/11) day 't At that
time South Al‘riea was still involved in a war in Namibia
and the noose olinternational isolation was tightening,
and the minister did not hesitate to make plain that
Mossgas was started because Ofstrategie reasons: ‘It was
never (onrz’dt'n’c/ [0 by a ((mmzcm'a/[y alfrar/z’zte invertmmtfmm a
[mime sector pain! ({[Z’Ilt’w ’l

‘The generals wanted diesel’

At the media (‘onlflenee at a site called ‘the Wilderness’
in December 1991, Mossgas managingr (lireetor and
Engen‘s Chairman, Mr. Bernard Smith eoneetletl that,
apart from the strategie needs of the project, the South
African government direetly interfered in the project.
Contrary to the initial design of the onshore eonversion
plant, Mossgas was ordered by the government to build a
COD plant, a redesign to proeluee extra diesel at an extra
eost of R 43 million, beeause ‘the generals wanted
(liesel'.

Sanctions stopped entry of foreign expertise

Originally the onshore proeess route, as recommended
to the (Ientral linergy Fund ((IliF) in 1985, was based on
the so—ealled MTO/IVIOGI) teehnology developed by
Mobil, also known as the methanol route. In Deeember
1988 CI‘ZF learned that the Mobil teehnology was no
longer available beeause of US economic sanctions.

The managing eontraetor, BDL, a joint venture of

rl‘herel‘ore, it was decided to take the synthol route as

developed by Sasol.

Also because of the threat of US economic sanctions the

government rejected the involvement of Fluor, as the

managing contractor for the total Mossgas project

organisation. Sasol had strongly recommended Fluor

because of its superior resources and experience since

l’luor had been the main contractor when the Sasol plants

were built. In 1986 Fluor was one out of a list of six

eontraetm‘s seen as enough qualified. Besides Fluor,

there were four other US companies (Bechtel, Foster
Wheeler, Kellogg and Stone & Webster) and one Jap-

anese eotnpany (Chiyoda) So, in 1986 European eon—

traetors were not seen as qualified. Economic sanctions

reduced the list then to four: Fluor, Bechtel, Davy

McKee (UK) and Lurgi/Uhde (Germany). Bechtel fi-
nally ehose not to bid. The two European contractors
were added although they would normally not be accept-
able as eontraetors for a megaprojeet such as Mossgas. In

the end the government did not accept Fluor because of
its US origin and Lurgi/Uhde showed less project man—
agement. As a result Davy McKee was selected as the
overseas partner in a new joint venture BDL with the
South African engineering firm EL. Bateman to be—
come the managing contractor. So BDL, a group with-
out a proven track record on such facilities was thus given
the responsability for managing one ofthe largest plants
complexes ever built. Eventually BDL had to do this with
an organisation made up largely by newly hired person-
nel.

‘Sasol’s obsession with secrecy’

According to the report by Mr. Brooks two major prob-
lems, in the field oftechnology as well as in management
of the Mossgas project, were caused by Sasol’s poor
performance. One was the failure to recognise early on
that the synthesis gas feed resulting from the use of
natural gas was significantly different from the process
deriving from the coal feed used at the Sasol Two and
Sasol Three plants at Seeunda. This required major
changes in the design and construction. The Other basic
problem was Sasol‘s ‘obsession with seerecy’ which
obstructed the orderly llow of the work process and
imposed considerable difficulty on managing the project.
‘Saw/ lz‘a’m‘ed 21.x Syrzt/zo/ trdmo/ogy under the most stringent
secrecy provisions we have ever encountered’, was Brooks7
conclusion. This led to the creation ofa separate ‘Prinei-
pal Engineering Contr‘aetor‘ and divided the manage-
ment responsibilities of the project. As a result the
managing eontraetor BDL was effectively excluded from
playing a technical and engineering role in management
where the teehnieal and (‘ost decisions were made. This
blurred the lines ofauthority‘ duplicated staff, increased
the required number ofpeople in the loop and increased
the time required to reach (Ieeisions.

‘Nightmare right from the start’

Apparently well aware of the impact of Mr. Brooks7
report on Sasol‘s reputation, Sasol organised its own
press eonlerenet‘just a day before the big Mossgas media
event. At its press e()nlerenee on 4 December 1991
Sasol’s managingr director, Mr. Paul Kruger, said that
the management structure ol‘the Mossgas project was ‘a

E\
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nightmare right from the start”. According to Mr.
Kruger. 821501 was approaehed to manage Mossgas at an
early stage, but declined ‘ai‘ tbe/mgjeet was not commercially
vz’ablefmm a capital investment point of view. We advised the
Government strongly to find an ownerfar the project a: 50071 as
powz‘blei Before Engen took over running Mossgax, averallprqjeet
management was completely wrong ’. In response to criticism
Of Sasol’s involvement by Mr. Brooks’ report Mr.
Kruger said Sasol never had any responsibility for pro-
ject management and that its role was ‘purely one ofa
licensor oftechnology’.

Engen to pull out?

In its latest annual report Engen, Geneor’s oil division
and the present manager of the Mossgas project, is
remarkably cautious on the prospects of Mossgas.
Engen7 annual report states: ‘The project has been delayed,
and could befurt/zer delayed by difficulties assorz'ated with its Jeale,
in a South African context and [be complex nature oft/ze process
elements within z’tsflowsbeet. Start-up and commissioning is
therefore also likely to be difficult ’.
Engen’s annual report has been written under the super—
vision of its former chairman, Mr. Derek Keys, who is
now leading the new super-ministry 01' Trade, Industry
and Economic Coordination. As minister he will be
responsible again for future funding of Mossgas. Mr.
Keys, an auditor by profession, has previously worked
for IDC and since 1986 he was chairman ofGeneor which
is controlled by the insurance house SANLAM.
Engen’s equity is now limited to a 30 per cent share in the
R 100 million Mossgas equity. The other owners are the
Central Energy Fund (CEF) and the Industrial Develop-
ment Corporation (IDC), both state—financed com-
panies with a stake of 50 and 20 per cent respectively.
Engen has the right to elect to follow this participation up
to six months alter the commencement of commercial
production of'Mossgas, which is expected to start in the
end of 1993. If it does, Engen will have to contribute at
least R1,440 million.

IDC has already announced it will not pick up its 20 per
cent Option in Mossgas equity capital.

Foreign loan to Mossgas’ rescue

IfEngen will increase its stake by taking up its option, 40

per cent (>1'M0ssgas’ total funding will come from CEF
loans, 40 per cent from equity and 20 per cent from com-

mercial loansi Il'the current estimate 01‘R12 billion holds

up, the equity contribution by Engen will be R1,44-0 mil-

lion, while CEF will pay R3,300 million in equity and

R4300 million in loans. The balance will come from

foreign commercial loans with R2400 million.

The bulk 01‘ foreign loans are being provided by the

British securities house Kleinwort Benson and by a

consortium of German banks consisting of the

Bayerische VereinsbankV Bayerische Hypobank and

Bayerische Landesbank. These have opened credit
lines for almost 80 per cent (R1,9()0 million) of the total

amount. Other financial facilities have been sourced in

Brazil. Italy, France and Austria at an effective interest

rate of 14.25 per cent. Repayment to foreign creditors
will start on 1July 1993.

[Special report of the Auditor-General t'ont‘erning the independent

evaluation (>l'the Mossgas project. Pretoria, 2 October 1991: Sunday

Times (SA). 24 Nnvember 1991; Finansies & 'l‘egnick (SA). 6 Decem-

ber 1991: Business l)a)'(SA). band 10 December 1991; TheStzutSA).

11 December 1991: The Star \‘Vt-t-kly (SA). 11 l)t‘('l'llll)(‘l' 199]:

l'iinant‘ial Times (UK). 13 I)('(‘t‘llll)(‘l‘ 1991; Financial lVlail (SA). 13

December1991/3.]anuary 1992; Arab ()il (St Gas (France). lb‘Januai‘y

1992; The Citizen (SA). 30 January 1992; Gunter Annual Report

1991]

‘Inside Sasol’: Profits are Subsidies

A leadingartiele in the November 1991 issue ()l‘the South
African monthly magazine ‘The Exerutz‘ue’ has sharply
questioned Sasol’s profitability and, therewith, the se—
cret state funding 01‘ the oil industry. Under the title
‘Inside Sasol’ the article showed that Sasol’s profits on
1989/90 ofmore than R1l)illion were made on the back 01‘
a package of several subsidies worth R1.1 billion. The
article, written by the magazine’s editor, Mr. Kevin

Davie7 was a plea for deregulation ()lithe oil industry, for
an end ofapartheid economies, and for a public inquiry
into the destination of the secret energy funds. In an
editorial comment Mr. Davie concluded: ‘Govemmenthai‘

admittedM05‘5gas is a waste quoney. Bat Sam! (1/50 appean‘ [(1 be

a drain on the economy. Political reform will only .tuc‘eeed on a
.30qu eeonamic base, The appointment (gftm independent, pub/ie
inquiry into t/ze entire .xynfuel industry ii a neeetsaeyfz'rsl .tlep ’.

The Equalisation Fund

According to ‘The Executive’ article the protectionist
package for Sasol consists ol‘three forms ()fsubsidies. The
first is a support formula for the synthetic fuel industry
that guarantees Sasol will be profitable, whether oil
prices are high or low. Il'the Oil price falls below US 352321
barrel, this subsidy comes in. Sasol receives thus a
minimum price for its refined products equivalent to a
crude oil price ol‘US $23 a barrel. It is funded from the
Equalisation Fund, by a special levy of seven cents at
the moment from every litre of petrol sold at the pump.
The original purpose of the fund was to cover the
difference between world oil prices and what South
Africa had to pay through middlemen who were only
willing to supply at a premium. Between US $23 and
$28.70 there is no protection. Above $28.70 a barrel
Sasol pays 25 per cent ()l‘its extra revenu into this fund.
The fund is administered by the state. During 1989/90
the synfuel subsidy for Sasol was R539 million.
According to the latest report by the Auditor-General,
reviewingr the year 1 April 1990-31 March 1991, an
amount 01‘R209,854,000 was paid to Sasol ‘in repet't 01‘
import protection for the production ()1pCII‘OlCUII] pmd~
ut‘ts from domestic raw materials’. The report also
mentioned the total amount paid since 1 April 1985:
R1,290,660,000. As before 1 April 1985 auditingon the

Equalisation Fund has not been assigned to the Auditor—
General’s Office the real total figure. therefbre, is much

higher.

Compensation to oil companies: nearly R1 billion!

For the first time in the Auditor-General’s report figures
were presented on subsidies to oil companies for ‘their

loss of refinery throughput in respect of synthetic fuel
elements‘
As a result 01‘ operation of the Sasol Two and Three
plants at Secunda the loss oliproduetion by oil companies
was compensated by the Equalisation Fund at an amount
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01‘ R122,735,00() 0n the year 1 April 1990—31 March
1991.
The total amount paid by the. fund since. 1 April 1985 till
31 March 1991 to the. oil eompanies was R940,077,000.
The oil companies involved are the foreign companies
Shell, BP. Mobil. Caltex (Chevron and T‘xaeo) and
Total, and the local companies Sasol (as owner ()I'Natref)
21nd Engen whieh took over Mobil in 1989. I‘lngen is still
using the name Mobil as its brand name, but in April
1992 a new brand nznne will be announced by the
company. Besides the Mobil brzmd, Engen also sells
petrol under the name ()1‘ Trek.

The transport levy

The seetmd support system eotnes from the transport
levy whieh is 9.2 cent on every litre at the moment. This
levy covers eonnnereial eosts 01' movingr crude oil or
refined pmduets from the eonst. Operation 01‘ the
pipeline network is the monopuly 01' the state, through
Petronet, 21subsidiary<>I‘rI‘1‘zmsnet(SAIS) Sasol, based
at Seeunclzl. however, does not move its products from
the eoztst and sells its liuel largely on the Reef. Sasol’s
transport costs ZII‘C therelbre much lower. only three cents
21 litre. The difference adds R324 million to Sasol’s
benefit.

The fiction of landed cost

The third type (>1'proteeti0n is the most sophisticated one
sinee it is based on an artificial oil price mechanism which
is called the in-bond landed cost (IBLC). At present the
IBLC is 54.5 eents out (>I‘the total price 01‘ 143 eents a litre
of93 octane petrol at the Reef. The IBLC is the major
protection for all refineries in South Africa. It was
designed in the seventies to encourage the foreign oil
companies to stay in South Al‘riea. It operates as a basket
()1'p0sted or eontmet prices olirefined products obtained
l‘I‘OIll lbur oil refineries outside South Africa. These are
three, refineries in Singapore owned by Shell, BI) and
Mobil, and one in Bahrain owned by Caltex. The price
(i.e. the FOB value ofzi litre ()1'93 octane petrol based on
the average cost ()l'the four refineries) is calculated by the
oil (‘ompunies themselves, and they benefit [‘mni it.
Added to this price are then the costs 01‘ shipping (a
weighted average of ocean freight to South Africa from
the Bahrain and Singapore ports). marine and war
insurance, ocean loss, and wharl‘age (landing charges
levied by 'I‘ransnet—Portnet). The IBLC thus appears to
set South Al‘riean domestic l'uel priees at international
market priees. In reality crude oil is brought into the
country aboard large tankers, almost all 01‘the1n sailing
from the Middle East directly to South Ali‘iea. The erude
oil is then pumped from the coast to the oil companies for
refining.
A(‘eortling to ‘The lixeeutive’ on average the IBIAC has
been US $50 per ton higher during the eighties than
contract sellingr prices in European markets like Rotter—
dam. This reflects an amount 01.37 a barrel 01' 13 eents a
litre ()lipetml sold in South Africa since 1979. This means
that the IBIJC has added an average 01' R2.2 billion to
South Ali‘iea‘s annual fuel bill compared U) European
prices. In the ease OI Szisul the magazine, ealeulatetl an
IBIlC/Eumpe differential 211 R237 million, based on an
average $17.50 per ton differential between 1986 and
1990.

Calls for a public inquiry

Several South African press media, interest groups and
political parties showed support for the call by ‘The
Executive’ to have an independent public inquiry into
Sasol’s protection. In an editorial comment the ‘Star’
wrote: ‘(f The Executive magazine ’3 Sasalfundz’ng expose is true
(Saml claim it wen~ distorted), then this 2372 ’t eapz'talz'xm. It im ’t
even communism. It is an extravagant seam by agovernment which
used the law to concealfaetsfmm thepeople ’. And in response to
the defense of Sasol by Minister Bartlett who said that
history willjudge 821301 a triumph, the ‘Star’ continued:
‘But hz‘s‘tary wz’lljudge it part of the horrific and mfplz'ng cost of
apartheid. Far, make 711) mistake, Sasol has cost this country a
bomb. Afraid of a world all boycott triggered by its inhuman
policies, the Government wax compelled to produce allfrom coal ’.
A clear stance was taken by the ‘Financial Mail’ which
opened in a leading article: ‘The perverse arrangement; that
lhz'x country had to make during the years of the oil embargo to
fmzteel its energy .i‘up/ilz'es and keep the economy running are as
mueh (1 [)art of the apartheid system as the Group Areas Act and
influx controls. And they will have to be reviewed in the same
light ’.
‘Business Day’ stated in its editorial called ‘Exeeutive
Aetion‘: ‘th'le large J‘EClliOHS of government, buyinexs and
industry hide their activities we J‘houla'perhaps not be surprised if
neganls‘atiom‘ Jueh as the ANC or Cosatu appear to have only
tenuaut gram; ofeconamz'e reality. They will not be the only ones
.tzupz‘ez‘ous qfwhat they are told by bustnexsmen argovemmentfor
whom .xeereey has become 56(07ld nature ’.
Mr. Giel van Zyl, the acting general manager of the
National Maize Producers Organisation (Nampo) re—
ptesenting big users ()f'fuel, said: ‘I/Veare supposedto be in an
open economy. But gf the State is subsz'disz'ng a xeetor, details
A'hau/a’ be published’. The South African Black Taxi Asso-
eiation (SABTA), through its media manager, Mr.
Fanyana Shiburi, said his members spend R12 billion a
year on fuel, making them the seeond-Iargest buyer after
the Government, and he added: ‘I/Ve would welcome an
investigation ’. Automobile Association managing direc-
tor Mr. Peter Elliott said: ‘There xhould be afull investigation
into all issues relating to thefuel price. It should cover not only
Sasol but the inz'quz'lzioux profits made by on Petranet ’Sfuelpzfielzine
and the way Sasol benefitsfmm z't ‘.
The Democratic Party and the Conservative Party both
called for an inquiry. stating not all the facts are avail-
able. As this newsletter went at press, no information on
aetion in parliament by these parties was reported.

‘Malieious and distorted actiele’

‘The Executive’ forced to capitulate

The article by ‘The I‘Ixeeutivei. the subsequent extensive
media coverage olithe issue, and the reponse by organisa-
tions like the Automobile Association provoked Sasol to
hit baek hard. The company spent nearly R1 million on
advertisements in national papers in an attempt to re-
store its credibility. In the advertisement under a head
(‘alled ‘ Inside Sasol - The True Faets’ Sasol stated that the
EII‘IICIL‘ was written with the intent to harm Sasol and its
shareholders. Suspicious 01' a conspiracy against the
eompany, Susol even hinted at hidden interests by Other
parties than the magazine‘s editor: ‘He was assisted or
manipulated by an unrlzis‘eluxed xauree with m own agenda ’.X
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Sasol concluded that that the article was ‘30 malicious in it
inlent and s0 distorted in ils mntent [ha] it is being referred t0 the
South African Media Councz'l’. In‘lanuary 1992 the Media
Council finally negotiated an agreement between Sasol
and ‘The Executive’. The outcome turned out be a
victory for Sasol. The magazine settled basiely on Sasol’s
terms: It regretted any inference in its articles that Sasol
would not be financially viable without support from
government.

‘The giant on the African continent’

To beeome better known outside South Africa Sasol
hired advertisement time on the international television
network CNN. The commercials, or infomercials as
Sasol calls them, went on the air under the slogan ‘The
giant on the African continent’. During the month of
January 1991 14 commercials 0f 12 seconds each have
been broadeasted. The features covered were a corporate
look at the company, mining, chemicals, plastics, explo-
sives, fertilisers, careers, new ventures and its social
responsibility programme. ‘We first have to position
Sasol as a chemical company worldwide. The company is
no. 1 in terms ol'profits and percentage 01' sales and 33rd
in the world among chemical companies’, Sasol’s eom-
munications manager, Mr. jan Krynauw said.

Sasol heads for expansion

Inside South Africa Sasol has embarked on an extensive
expansion programme and outside the country the com—
pany starts exploring new markets. Sasol has given the
go-ahead for major capital projects worth more than R3
billion to be financed from cash flows. The main projects
are:
- The modernisation ofits Sasol One plant at Sasolburg,
where now only chemicals and high value waxes for
export will be produced. Estimated costs are R900
million;

- The construction ofan anode coke plant, partly for the

export ofneedle and coke anode (R340 million);
— The expansion ofNATREF , the oil refinery Sasol e0-

owns with the French company TOTAL (R370 mil-

lion);

— The building 01‘ an acrylic fibre plant together with

IDC (R320 million);

— The development ofthe new coal mine at Syferfontein

(R1,200 million);
- The building of a chemical plant to produce alpha—

olefins at Seeunda. Capacity is planned to be 750,000

tons ofalpha olefins a year which is nearly 75 per cent of

current world demand. Alpha olefins are used to

improve performance ofplastics, and to improve lubri-

cants and detergents; Here Sasol shows its intention to

take on Shell, Ethyl Corporation and other interna-

tional Chemical corporations in the world market.

Estimated costs are R250 million.

In Namibia Sasol has asked for a licence to carry out oil

exploration offshore. Negotiations with Nameor, the

Namibian state—run oil exploration company, will begin

in March 1992. Sasol is also examining exploration

opportunities in other African states.

In Pacific Rim countries Sasol is looking for new joint

ventures to build synthetic fuel plants. With Czecho—

(
J
1

')

January 1992: Sunday Times (SA). 10 and 2-1 November 1991. '26

January 1992: 15 December 1991 : The Star Weekly (SA). 13 Nm‘enr

Slovakia Sasol has entered into talks on future coopera—
tion in oil-from—eoal plants in Eastern Europe.
|St1nt1a)"l]‘il)ttne(SA). ”October 1991; The lixet’utivetSA), Novem-

ber 1991; Sasol advertisement in £1.01 Business Day (SA). 7 November

1991; The Star (SA). 7 November 1991; Business Day (SA). 8

November 1991; Financial l\‘lail (SA). 8 and 15 November 1991‘ 4:

ber 1991; l’inant'e Week (SA). 1‘1» November 1991: Iiinant'ial IWail

(SA), 15 November 1991; Beeld (SA). ‘29 November 1991; Report of

the Auditor-(ieneral reviewing government spending on lhe year 1

April 1990-31 lVIareh 1991 , page 231. Pretoria. February 1992]

UNITED NATIONS

General Assembly maintains oil embargo

More abstentions by European states

On 13 December 1991 the UN General Assembly
adopted its latest resolution on the oil embargo against

South Africa. 127 member states voted in favour, three

against, and ‘28 abstained. As in previous years the USA
and the United Kingdom voted against the oil embargo,
but now there was a third opposing vote by South
Africa’s neighbour state Swaziland.
The number ofstates abstaining from the vote was larger
than in the previous session: 28 compared with 19 in
1990. The main reason for this is a change 01‘ policy on
economic sanctions by countries in Europe. West Euro—
pean countries abstaining now, while voting in favour in
1990, were Italy, Spain7 Austria, Finland and Iceland.

Some East European states like Albania, Czechoslovakia
abstained for the first time, as well as the new member

states Latvia and Lithuania. This means that the number
of European states supporting the oil embargo have been
reduced to seven countries: the two EC member states
Denmark and Ireland, two Nordic countries Norway
and Sweden, and three states in Eastern Europe: the
USSR7 Byelorussia and Ukraine.
The vote took place some (lays after ANC president Mr.
Nelson Mandela addressed the UN Assembly where he
urged to maintain economic sanctions until a new demo—
eratic constitution or at least until the establishment ofan
interim government in South Africa.
[United Nations General Assembly, resolution 16/79 Ii. 3 December

19911The Star (SA), 11 Derember 1991] 1

UN Group continues monitoring work

In its first 1992 session the UN Intergovernmental Group to
Monitor the Supply and Sthpz'ng 0] Oil and Pfltroleum Products
Io South Africa emphasized that the oil embargo, while
remaining in force, must be fully respected and imple—
mented by all UN member states. The Group repeated

its call upon the Security Council to make the embargo
mandatory under Chapter VII of the UN Charter. As
long as the Council does not take up the matter, the
monitoring mechanism established by the Group should
remain in place, said the Group’s chairman, Mr. An—

thony B. Nyakyi (Tanzania). He further stated that the

task ol‘the Group was ‘to ensure that the maintenance of
the oil embargo against South Africa conveyed the clear
message that the international community would not
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allow the process ol‘ehange in South Africa to be delayed
or (lerailetl‘. lle emphasised that the oil embargo would
only be lil‘ted when a new Constitution for a democratic
and non-raeial South A1110! had been adopted. He
warned for too tnueh optimism on the negotiation pro-
(‘essz ‘A ///I(mg/I f/II‘IINYM‘I’AZV/I(15,\’/(17‘/(’d, t/zrrr’ (ml .311]! p(MZYZIIIZ‘IZ-t1611‘
rg/Y/z'larx (1nd .s’t’l-IMH‘A‘A‘. 771(7‘zj/hl‘1’, nullinlal‘nz‘ng [/16 (117 rmbargo

1t'1'// (/I‘I'l't' l/Ir IIII'.\'.\'(({’(‘ Izmm' [0 [/11’ (Ni z‘lr' S1; 111/1 1/97'1‘m minuri/y t/zat

I/Ir inh'rnutimm/ (tmnnlmiry 1'5 (annililll’f/ l!) .i'l’l'z'ng l/I(’ [170mm

flirting}; la (/n' (71d q/YI/Hn'l/Iwizl. '

Although Mr. Nyakyi (lid not mention names, he un-

doubtedly referred to increasing (‘ontaets during 1991
between the South /\111(‘1111 government and oil produ-
cing ('ottnti‘ies in Al‘l‘lfél and the Middle East. such as

Angola. (longt). Gabon, Zaire. ()inan, Bahrain and the
United Arab Emirates. when he said: ‘IVr/zaw bwnlg/rmfly
a/(mnw/ (1111/ (/I'xfurlu’r/ 11y nymr/y q/i ztz'xz'li‘ by South Afrz'fan
qflit'ia/J In {I IIImI/m‘ ({[01/[NUIIIH'I-Hg’ (md ()l/u'r .t/(Itm‘, 77M”? have
(l/XU lm‘n mmr' rw/mr/x (1/11111/ oil (/('(1/.\' ln'lzw'z‘n Soul/I 41/}72'11 and
u/lu'rzmm/rirct'. ’()n behall‘ol‘the Group he stated that such
exchanges should be prohibited.

The Group t‘e—eleeted Ms. Nabeelzt Al—Mulla (Kuwait)
as \"it'e-(Ihairman £1]t(l(‘l(‘(‘lt‘(l Mr. Roll‘l‘lil‘e (Norway) as
Rapporteur. The Intei‘govemmental Group was estab—
lished pursuant the UN General Assembly oil embargo
resolution 01' 1986. The present ten members are Al-
geria, (Iuba. Indonesia, Kuwait, New Zealand, Nica—
ragua. Nigeria, Norway. Ukraine and United Republic
ol"l‘anzania.
[UN l’n-ss Release. S;\l“/129. 1'1_]anu;11‘y l992|

UN oil embargo publications

During 1991 the UN Centre against Apartheid has
released two reports on the oil embargo:
l. lVlodel law on the oil embargo against South Africa -

by Professor Mr. Richard B. l.illi(‘h. UN Notes and
Doeuments 10/91, April 1991.

2. Hearings on the oil embargo against South Africa
(New York, 15 August 1991). UN Notes and Docu-
ments 18/91. November 1991.

NORWAY

SA oil embargo expert now to monitor Iraqi oil

Managers of the Norwegian oil companies Statoil and
Saga Petroleum have been hired by the United Nations
Security (Iouneil to monitor Iraqi oil sales. Notwwgian
aid was sought by the UN because ol‘the country's long-
standing interest in international cooperation, its large
oil industry and its experience in the tanker trade. Statoil
’s lbriiiet‘ ehiel‘, Mr. Arve .Iohnsen is ('hairman of an
international advising panel appointed to cheek sales of
Iraqi oil and report (lireetly to the Council. The UN
Deputy Secretary General, lVlr. Koli Annan, has signed
an agreement with Mr. 'l‘horvald Stoltenberg, Norway’s
foreign minister and the former head ()1 the United
Nations High Commission 101‘ Reliigees (UNHCR).
UN’s choice {or Saga, in partieular, is interestingr be-
cause 01' the role 01‘ Saga’s \'i<‘e—president, Mr. Tom
Vraalsen, who joined the company in June 1991. As
Norway’s ambassador at the UN Mr. Vraalsen was
chairman of the UN Oil Embargo lVlonitoringr Group
sint‘e its start in 1986 till 1990. He has also served as

6

Norway’s minister for development cooperation in the
nOn-SOClElllSI coalition. Within Saga Mr. Vraalsen covers

international affairs and public relations. '
[Statoil Magazine (Norway). No. 4-, Devcmber 1991; Lloyd’s List

(UK). 14-January 1991]

MOZAMBIQUE

Gas export plans to South Africa

The Mozambican government is looking to South Africa
as an export market for its natural gas resources. Mr.
John Kaehamila, Mozambique’s minister of Mineral
Resources, stated on 18 November 1991 that ‘Mozambi-
(/w is um) interested in exporting natural gas and we lookfor the
main market in South Africa 7. He said his government hoped
to start production of natural gas in 1992 for local use,
supplyingy a power station at Vilanculos. This is 125
kilometres south ofthe onshore gas field at Pande 0n the
southern (toast.
According to Mr. Kachamila drilling activities in the
l’ande region had confirmed gas reserves 0140 billion
cubic metres. The gas is said to be dry with 95 per cent
methane and free ofsulphur. The gas potential could be
made greater as deeper wells were drilled, he said.
Present drilling had stopped at 1,500 metres. A feasi-
bility study has been completed recently by the South
African company Engineering Management Services
(EMS), a subsidiary 01‘ Murray & Roberts. The Pande
gasfield was discovered by GulfOil already in 1961 and is
reported one olithe world’s largest gas fields.
Petronet, the pipeline subsidiary of South Africa’s na-
tional railways Transnet (formerly SATS), hopes to
build the 900 km pipeline to bring gas from Pande t0 the
Reef. A parallel line should carry refined fuel in the
opposite direction to Mozambique. Costs are estimated
to be about R 1 billion. According to Petronet discus-
sions were held with the Mozambican government and
the World Bank, which is planning to participate in the
funding ol‘the project. However, preparation 0fthe work
will only be possible once a peace accord between the
Mozambican government and the Renamo rebels
(MNR) is in place.
Three South African companies are interested to build
refinery capacity to convert the gas into liquid fuels and
chemicals: SASOL. at the moment the only producer of
synthetic fuels 1mm coal; Engen, Geneor’s petrochemi-
eal division which took over the Mobil refinery in 1989;
and AECI, a major producer of chemicals and jointly
owned by Anglo American and ICI.
[Business l)u_\-(S:\). 193Vm-ember1991:Soutlist';tti(UK), 14February
1992]

THE MIDDLE EAST

BAHRAIN

Rembrandt’s Rupert joins Bushjr. in oil search
Mr. Johann Rupert, a member of the family that owns
the South Alriean Rembrandt Group (the investment
company with major interests in tobacco and liquor) is

wnlinued on page 1 7
x
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THE OIL EMBARGO 1989-1991 — SECRECY STILL RULES

Main findings of the SRB

I This report contains the updated findings of

the Shipping Research Bureau on violations of the

oil embargo against South Africa in the period 1

January 1989 - 1 July 1991. To these are added
some preliminary findings for the second half of
1991, and a number of deliveries of refined
petroleum products identified during the same
period. All cases listed are currently under inves-

tigation by the United Nations Intergovernmental

Group to Monitor the Supply and Shipping of Oil

and Petroleum Products to South Africa.

l 138 vessels of 50,000 tons deadweight and
over were found to have supplied crude oil or
petroleum products to South Africa in the period
January 1989 — late 1991. 122 vessels delivered
an estimated total volume of 28.2 million tons of
crude oil, while 16 vessels delivered various types
of refined product.

I 12 of the 122 cases are preliminary findings

for the second half of 1991 . The cargo capacity of

the 110 vessels delivering crude oil in the period

1 January 1989 — 1 July 1991 was about 25.4
million tons, representing some 73 per cent of the

estimated crude oil import needs over these two

years and a half. This outcome is based on an
estimate of the country’s oil imports, the volume

of which is officially kept an absolute secret.

I The shipping companies involved in the

crude oil deliveries appear more and more to be

confined to a limited group. At least 14.4 million

tons of crude oil, or more than 51 per cent of the

total volume identified, was carried by 60

tankers controlled by one single company,

World- I’Vide Shipping of Hong Kong. This com-

pany has been extensively involved since Nor-

wegian shipping companies — formerly the main

suppliers — were banned by law from shipping

crude oil to South Africa (1987). A number of

companies in Greece/UK accounted for 49 of the

122 deliveries, or 39 per cent of the oil. With no

less than eleven deliveries, a single vessel

 

New disclosures on secret

oil supplies to South Africa

The latest research findings of the Shipping Research

Bureau on secret oil deliveries to South Africa were

published on 24‘]anuary 1992, the day ()1~ the opening

session oi‘the South African parliament. For the first time

since the introduction of the oil embargo, the findings

were released in the press within the country itself.

Newspapers in South Africa publishingr such reports are

liable to prosecution under the P€/f()/(‘IUIZ Pradut‘lx Act

which makes it illegal for anyone to disclose information

on oil—relzited matters. Those infringing the Act 121(1‘1'11168

up to R 7,000 and possiblojail terms ofu p to seven years.

The A(‘t, adopted in 1977 as part of the South African

of the London-based Greek company Embiricos

Shipping/Andros Maritime (active since 1989)
ranks first among a number of ‘shuttle tankers’

supplying South Africa with crude oil.

I The oil company African Middle East was the
last-known owner of six cargoes delivered from

Egypt. The well—known oil suppliers to South

Africa Marc Rich and Marimpex are represented

once again. One cargo ofcrude oil was found to be

directly supplied by the major US oil company

Texaco, which owns part of the South African

Caltex refinery.

I Countries whose companies and flags are

linked with a considerable number of crude oil

deliveries are Liberia, Hong Kong, the United

Kingdom, Greece, Panama and Cyprus. If the fig—

ure for Hong Kong, a country over which the UK

holds sovereignty, is included, the latter country

clearly holds the top position. In one way or

another, the United Kingdom is linked to 113 ofthe

122 deliveries, thus accountingfor no less than 93per

cent ofthe total volume identified.

I 119 of the 122 tankers sailed to South Africa

from the Middle East. The findings confirm the

prominent role of the United Arab Emirates ob—

served in recent years: 63 tankers sailed from the

UAE, accounting for more than half of the vol-

ume identified. 21 tankers sailing from Egypt

accounted for almost 17 per cent. A newcomer is

Yemen with one cargo identified.

I Until just after mid-1990, Norwegian—
eontrolled vessels were prominent in shipping

refined oil products to South Africa. Their role
appears to have been taken over in 1991 by the

Turkish shipping company Martl Shipping (33”
Trading. Most petrol and other refined products

have been delivered to South Africa from sources

varying from the Netherlands to the former Soviet

Union by combined carriers, carrying South

African coal or iron ore on their return voyages.

government's system ()1‘(>f‘fit'ial secrecy 21nd (11‘£1(‘()111Lln

1e rislzition )rom ted bV the countrv’s vulnerabilitv to oil3 , . .
sanctions, is still in force today.

Secrecy measures remain in full force

The international oil embargo is still in place. No rele—

vant oil—exporting or shipping nation or international

organisation that has adopted oi] sanctions has zibzm-

(loned its policies, and the lhzitedNalz'mzx (?meru/Ai‘i‘z’mbly

has reconfirmed its resolution on the oil embargo as

I‘et‘ently as 13 December 1991 with :1 majority oi~ 127 to 3

(2821bstentions).'

1. See page 5 ofthis Newsletter.

___’__—___________——___——————————
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The machinery of secrecy set up by South Africa in

response to the oil embargo remains in full force today.

The South African Mineral & Energy Affairs Minister,

M r George Bartlett, has emphasised that his government

has no intention ol‘bring‘ing about any relaxation in this

respect as long)‘ as the oil embargo is in place.

Every tanker delivering oil to South Africa is still being

ordered to take all precautions against identification

when calling at South Africa. 'l‘he namex ol'ships and their

ports 01' registration are mvm’d or painted 011/ during their
('alls; South Ali‘it'an-assignetl secret code names are used in
t‘£l(l1() ('onnnunications instead 01 the ships’ own names
and official call signs. 1311/51?dzitlz'zzalz'onx are entered in Bills

()1. Lading, misleading reports on ships’ movements are
issued to the international shipping press, and forged
(lm‘lzmggt' a'm‘umm/(z/imt is submitted to the exporting coun—
tries and the UN Intorgovermnental Oil Embargo
Monitoring Group. (kni/iklmtzkzlfly—clauxrt‘ in Charter-
[)211‘1lt‘S ensure that no inlortnation on the sellers ofthe oil

be disclosed. and il‘ names ol‘companies involved would
leak out these woultl often be (I/n'run) ffmntmm/Jam‘m‘ ’onlyt

Improved coverage

The findings presented reflect a considerably improved
Inrmi/oring (flint. The volume of imported crude oil ident-

ilied during the period 1 January 1989 — 1 {July 1991
rovers nearly three quarters 01‘ South Africa’s estimated

(‘l‘Ll(l(‘ oil import needs. Findings regarding the year 1989
would even cover some 84 per cent of South Africa’s oil
imports. on the basis of an estimated import need 01‘

around 14 million tons on average per year.

Findings on oil deliveries 1989-1991

Table 1 lists a total of 139 ships, each capable ofearrying
an oil cargo of about 50,000 tons or more, which have
been found to have called at South African ports in
1989-1991. Based on evidence at the Bureau’s disposal,
all 139 ships apparently discharged oil (‘argoes (luring
their calls.
()1 these ships, 123 were found to have discharged crude
oil. Sixteen ships with a (leadweight tonnage ol‘more than
50,000 tons were identified as having delivered refined
petmlflum product): 3
One 01' the tankers listed (the 303 Energy, which dis-
charged a full cargo ol'crude oil in a South African port in
or around April 1991), is not taken into account in the
calculations below. According to the available infor—
mation, the ship’s cargo was put into temporary storage
only in the South African port 01‘ Saldanha Bay, and
(‘()llC(‘1C(l for further delivery to the Netherlands from
there by another tanker (presumably the Alkz', which had
just delivered another Cargo ol'crude oil to South Africa).

1 Jan 89 - ljly 91: 110 crude oil deliveries —
25.4 million tons of oil

The total cargo capacity of the 110 vessels delivering
crude oil in the two years and a hall between 1 January
1989 and 1‘]uly 1991 amounts to about 25.4 million tons
ol'crudc oil.
South Africa has to import an estimated 14 million tons

2. Data on retinal protlut't shipments make no claim to b0
exhaustive. For a more extensive discussion of refined

7
of crude oil per year. On the basis of this estimate, the

volume identified would constitute some 73 per cent of

the country’s crude oil imports in this period.

The volume for 1989 alone, 11.7 milion tons, constitutes

an even higher percentage, 84 per cent, ofthe estimated

average figure of 14 million tons; A lower volume identi-

fied for 1990 (38 shipments — about 86 mln tons) may

be due to below—average actual crude Oil imports occa-

sioned by high world market prices during the Gulf

Crisis.

However, these outcomes are based on an estimate ofthe

country’s oil import needs, the volume of which is
oflit-ially kept an absolute secret. Depending on 1. the
assumed average yearly level ofimports and 2. manipu-

lations ofthe strategic stockpile ofail in any specific year, the
volumes identified could constitute a higher or lower

proportion.

In 19.9], the tonnage identified forthe first halfofthe year

(21 shipments — 5.0 million tons) would cover about 72
per cent ofthe estimated six-month import figure. The
lindings for the second hallof 1991 (12 shipments — 2.8
million tons) are only preliminary.

The main oil companies involved

Oil companies nowadays make use of‘their own tankers
for only a few ol'the transports to South Africa. In almost
all cases listed (119 out 01‘ 122), oil companies used
tankers chartered from independent tanker owners,
They usually demanded that a confidentiality-clause be
included in the charter—party to protect their identities.
In 14 cases, the Shipping Research Bureau has been able
to identify the owners 0f the oil cargo delivered to South
Africa. The oil companies are listed in Table 2.
The international commodities trader Marc Rich is
responsible for only five of the shipments identified, but
most likely for a far greater number of shipments now

721016 2

The oil companies apparently owning

the oil cargoes on board the 138 tankers
 

 

 

oil company principal country or number 01 volume
countries in which the deliveries of
oil company is based crude

total crude -1, 01
011 cargo

(mln t)

AFRICAN MIDDLE EAST .\lona<'0/Switzerland 6 6 1.4
MARC RICH Switzerland 5 2 0.5
.\lAthll’EX FR. Germany 4 4 1.0
lNTlIR-MEDITERRANEAN United Kingdom 2 - -
liL'RAVlA Switzerland 1 1 0.2
TEXACO INC. L'SA 1 1 0.1
K10 le‘l'lRNATIONAL Hong Kong 1 l 0.1

unknmt n tmnpunicx 108 25.1

TOTAL 138 122 23.2   
 

  
 

produrt deliveries. see Fur/fori‘lfJar/lu'ia" SRB September 1990,
p1).9~13,89~94.

%
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Several of the vessels listed in Table 1 have been
deployed for more than shipping oil to South Africa
only:
— The combined carriers (or ‘ore/bulk/oil earriers’)
among the vessels are almost always used for transport-
ing South African dry bulk goods to their subsequent
destinations (see last column ofTable 1). Some of the
combined carriers deployed in this two-wav traffic have
called at South Africa a few more times during
1989-1991 to collect coal or iron ore, apparently with-
out first delivering oil (e.g., Hijegh Fountain, Batz’s). The
WorId-Wide Shipping Group (e.g., World Eden, United
Appraach) and other shipping companies involved also
have dry bulk vessels in their fleets, used for transport-
ing South African coal or iron ore.
— The South Afriam Sthpz'ng News Ca” Fz'xhz’ng Industry
Review reported in October 1990 (p.3): ‘Shzfl watchers on
the west coast art’furious: Thsjy me large tankers [adding at
Saldanha Bay and believe South Afrz’ra 13‘ expartz’ng crude oil
from its strategic reserves. ’ However, the magazine offered
the following explanation: ‘02] is being back hauled [0
Durbanfor refining and use domestically, a prawn that has been
going on since 1983 ’ Among the vessels delivering crude
oil which in all probability have been used for this
purpose too, especially in the period mid-1989 to late 

1990, are familiar names like the Forlunexhz]? L., the

World Ambassador, World Champion and World Renown,
the Aurora Borealis and Aurora Australia the Alki and the

Rafio.
— Readers of the magazine quoted above told the
editorsthat their explanation ‘waynonxem‘e. Theyxaz'dlhqy
knew of a! least one large tanker that had sailed laden fmm
Sala’anha BayforEurope afew months ago ’(Deeember 1990,
p. 18). There have been reports that between three and
five ‘very large crude earriers’ brought cargoes of
Iranian heavy crude oil from South Africa’s stockpile to
Europe in December 1990 when prices were around US

$30 a barrel; when the price 01‘0i1 dropped to US $20 in
early 1991, South Africa replenished its stockpile with
lighter erudes, thus drawing a nice profit. One 01‘ the
oil—trading firms reportedly involved in marketing the
crude oil was Marc Rich (Africa Ctmfz'dentz‘al, UK, 22
March 1991). A tanker that may have been involved in
such an operation is once again the Fortunexhz'p L. , which
delivered 256,570 tons oferude oil to the Red Sea to be

transferred to the Mediterranean by pipeline in

November 1990; the oil may have been collected be-

forehand in South Africa. The next trip was one back to

South Africa where the vessel delivered Egyptian oil in

December 1990.   
hidden under the heading ‘oil company unknown” or
under the names ofother oil companies}5
The total number of crude oil deliveries to South Africa
by Marc Rich since 1979 is at [east 79. Moreover, 7—10

deliveries of petrol and other refined products by Marc
Rich have been identified during recent years. Mare
Rich has also become increasingly active in trading in
South African coal. Rich was mentioned as one ofthose
involved in shipping oil from the South African strategic
stockpile to Europe.‘ ‘He has a Jth spolfor commodity-
dependenl counlries in trouble, whether it be in the form qf

internationally—zimpos‘cd sanctziam 0r {107220311} mixmanagmnml ’,
the South African magazine The Excrutz‘ve said oi'him in

its September 1991 issue.
A few months ago. in September 1991, the Finnish police

went after Mare Rieh when he was reportedly planning

to visit Finland, one of the countries he cannot enter

legally for fear ofbeing extradited to the USA, where he

is sought for tax evasion and other crimes.”

Egyptian oil has been supplied to South Africa since

1988. Reportedly. the Egyptian-owned tradingr com—

pany African Middle East Petroleum Company Ltd.

Inc. (offices in Monaco and Switzerland) has been the

major Channel through which the Egyptian state-

owned national oil company EGPC and its joint ven—

tures GUPCO (with Amoco) and SUCO (with Shell, BI)

and Deminex) sell their surplus production, the oil

ending up in, among other countries, South Africa. The

Petroleum Economixl (March 1991, p.25) quoted foreign

companies active in Egypt as reporting that ‘i‘z'zeahle

quantities of Egyptian crude oil are expand to South Afrz’ra, in

contravention 0fthe international oil boycott on that roun/r}, bu!

earning apmmz'um 0n the wor/dpnre ’. In one instance (that of

3. Cf: section an Egyptian oil below.

4. See insert on this page.
5. SRB Newsletter No. 25,]). 8.

the [’aciflcox in May 1990), the trading company selling
the Egyptian oil to South Africa has been identified by
the Shipping Research Bureau as Marc Rich; the com-
pzmy African Middle East has always declined to reveal
the identity of the company to which they had possibly

resold the cargoes.“
The German oil—trading company Marimpex has sup—

plied South Africa with at least 40 oil cargoes since late

1980. Takingr into account regular periods 01‘ faulty

reporting with regard to the movements of the Rafia,

Dorian and other tankers owned by the company itself,
the number of deliveries during the period 1983—1991
may even be some three times higher than the number
identified by the Bureau. Marimpex, the company ofthe
Hamburgr businessman Gert Lutter, was taken over by
the company Sucdm Kerry Inlernatzbna! in 1988—1989. The
giant French commodity house Sucre et Denrées has 21
controlling interest and the Hong Kong-based Kuok
Group a minority interest of 30 per cent in Sucden
Kerry. For the financial settlement of oil deliveries to

South Africa Gert Lutter has often used companies based

in Switzerland, including Cory/m Trading GmbH and Ecas‘

AG.7 The name osz’Xxoz‘IAG has been mentioned since
1989 in this connection.

Oil major directly involved

The major international oil companies appeared to have

ceased sending themselves tankers to deliver oil to their

South African refineries since early 1981. However, the

Shipping Research Bureau has now identified one ship-

ment ol‘erucle oil from Yemen directly delivered to South

Africa by the major US oil company Texaco, in what

(i. SRB Newsletter No, 22, p. 8,

7i Fm'ljbrxlpart/Iz'id, p. 181

—__——__——__’_—————————
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Shipping companies active in crude oil shipping to South Africa: “5th by country(1989-1991)

 

TOTAL

Hung Kong (see also below)

— W'orld—VVide Shipping Group

[,mi/lm1~/m.\’('(/ (lnw/t' XII 7/4/1718 gm 11/11

— total
~ Embirieos Shipping/Buenamar Ciu.
Nuv. *

~ (1.1). Iiivzinos—Czirras (:‘roup/Ceres
Hellenic

7 Kulukuntlis Group/Sziipzm Steamship
— Hauljipziterzls Gr011p/PeninsularMar—
itime

4 Pegasus ()(‘ezm Serviees/Pleizldes

~ (1M, Lemos/Nereus

A 115/7771
~ Seuarland Shipping Management

F, R t (lemma); (Fmnn’/H0 71g Kong)

7 Marimpex

I 512767] Kingdom (see also above)
— Peninsular & ()(‘ezm +

[107}?
A Commissionarizi Gen. Italiana/A-Ship Management

Cy];rzw/Norzmy
— John Fredriksen Group

122 deliveries (by 44 ships) — 30,473,245 dwt

(by 23 ships) 15,560,115 dwt60 deliveries

49 deliveries (by 16 ships) — 11,837,639 dwt

22 deliveries (by 3 ships) — 4,604,396 dwt

9 deliveries (by 4 Ships) — 2,429,168 dwt

7 deliveries (by 1 ship) — 1,879,269 dwt

5 deliveries (by 3 ships) — 1,418,195 dwt

(by 4 ships)
(by I ship) —

957,353 dwt
549,258 dwt

4 deliveries

2 deliveries

(by 1 ship) 1,860,800 dwt8 deliveries

(by 1 chartered/2 owned 1,100,142 dwt
ships)

4 deliveries

1 delivery 270,985 dwt

1 delivery 249,992 dwt

123,999 dwt1 delivery
 

*

+ Vessel barelmzu Chartered t0 \Norld-Wide Shipping.

seems a departure Irom that general picture. The com—
pany, together with Chevron, owns the Caltex SA re-

finery at Milnerton near Cape Town. After having
delivered her crude oil cargo in April 1991, the vessel
Ball's eolleeted a eargo 01 iron ore at Saldanha Bay for
(lelivery to Italy.

Ever growing prominence of shipowners
from Hong Kong and Greeee/UK

Scandinavian shipping companies ~ once the leadingr
transporters — were lbreed by law [0 end their involve-
ment in crude oil transports In South Africa in 1986
(Denmark) and 1987 (Norway). A limited number ()1
shipping companies based in Hong Kong, Greece and
the United Kingdom filled the gap, thus profiting from
the legal bans (in such transpm‘ts imposed by shipping
nations whose companies used to be heavily involved in
oil transports to South Africa. This trend has beeome
particularly clear since 1989. The Hong Kong—based
World-Wide Shipping Group tops the list, with 60 oilthe
122 deliveries identified. The volume (if(iil shipped was
211 least 14.4 million tons, m‘ ()I'I’I' .‘3/ [Mr (ml 0/ f/H' [()/(1/
volume.

Greek shipping companies, their (‘()IIlIIlCI'(‘1Ell operations
often based in the United Kingdom, were involved in 49

Now Andros Kiaritime (UK)/Aeol()s Management (Greece); same ships, part1)" renamed.

ol'the122 crude oil deliveries (10.9 million tons, or 39,067
[mi 0/. [/18 total volume).
Prominent among the London-based Greek shipping
groups is the company Embiricos Shipping (now An-
dros Maritime). Its first oil shipment to South Africa was
only identified in April 1989. The company supplied
South Africa with no less than 22 shipments of crude oil
(4.3 million tons 01‘0il, or over 15 per cent of the total
volume) using only three vessels. With 11 trips since
September 1989, the company‘s 237,183 dwt tanker
Aurora Bnrm/zlt (now renamed Crete) ranks first among a
number 01‘ships engaged in a veritable ‘shuttle’ trade to
South Africa.
Another relatively new shipping company featuring in
the Bureau‘s lists is the Austrian company Seaarland
Shipping ManagementGmbH which eametothe fore as
an oil transporter to South Africa in mid—1988. The com-
pany has continued its involvement: with eight trips in
1989 21nd 1991 (1.7 million tons — 6 per cent), the com-
pany‘s vessel A/kz' is the second ‘shuttle1 tanker in the list.

Shipping and trading: UK
involved in almost all deliveries

Countries whose oil and shipping companies and/or flags
were linked with a considerable number ofdeliveries are:
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crude oil and crude oil
refined product deliveries

deliveries only
(138 cases) (122 cases)

UNITED KINGDOM 116 eases 113 cases"
LIBERIA 71 eases 70 cases
HONG KONG 65 cases 65 eases""”
GREECE 51 cases 4-9 eases
PANAMA 26 cases 26 cases
CYPRUS 20 cases 18 cases
SWITZERLAND 1 1 eases 8 cases
BAHAMAS 9 cases 3 cases
NORWAY 9 cases 1 case
AUSTRIA 8 eases 8 cases
MONACO 6 eases 6 eases
TURKEY 6 cases ~

Cases linked to Hong Kong, a eountry over which the
United Kingdom holds sovereignty, are included in the
figure for the United Kingdom. The latter country
clearly holds the top position. In one way or another, the
United Kingdom is linked to 113 (if [/18 122 crude oil
deliveries listed, thus accounting for as much as .93 per cent
01‘ the total volume identified.

 
In the United Nations General Assembly, the United
Kingdom has consistently voted against resolutions on
the oil embargo. As a Permanent Member ol‘the Security
Council, the UK has, along with the USA, always
blocked the awardianr ofa mandatory status to the UN oil
embargo.

Most tankers from Middle East — United Arab

Emirates and Egypt identified as main sources

No less than 119 01' the 122 crude oil tankers sailed to
South Africa from the Middle East, with most of them

returning immediately. All countries in the area have. an
embargo on oil shipments to South Al‘rica.
The total cargo capacity ol‘the 119 tankers which sailed to
South Africa from the Middle East was about 27.6
million tons, 0r 98pm cent (g/‘t/zz’ total volume.
The trend observed earlier, that the United Arab Emi-

rates account for the largest number ol'sailings identified

by the Shipping Research Bureau, has continued to an
increased degree in the period under consideration.
63 tankers, with a combined cargo capacity ol‘over 14.5

million tons or more than halfthe total volume identified,

sailed to South Africa after having called at one or more

oil terminals in the United Arab Emirates. 1'

21 tankers sailed to South Africa from Egypt. Their

cargo capacity was about 4.7 million tons, or almost 17

per cent ofthe total volume identified.

Other Persian Gullieountries from which tankers sailed

to South Africa were Iran and Omani Several tankers

called at more than one oil-exporting eountry before

8‘
9.

10.

Without Homer Kong: total 53, crude oil 50,

Of which 4 owing to the minority interest ol~ the Hong

Kong-based Kuok Group in the Marimpex company,

The VVorld-Witle Shipping Group (H92 in Hong‘ Kong)

aeeounts for 60 01~ these cases. A seizable part ol‘the eases

could have been linked to BERMUDA and the CAYMAN

 

World-Wide Shipping:

South Africa’s top supplier

Between April 1979 and December 1991, the Ship-
ping Research Bureau has been able to identify (1! [earl
.93 (argues (g/rrua’e 017 which were delivered to South
Africa by vessels (){the World—Wide Shippingr Group.
This figure includes preliminary findings after mid-
1991; at the time ofprinting, it has become clear that
the figure will keep rising. The total volume 01‘ crude
oil involved in the shipments identified thus far is
about 22.] mln tans.
Before the end 01' 1986, only a few shipments were
identified. The company’s involvement increased
rapidly when Norwegian companies had to pull out.
81 deliveries were made between late October 1986
and mid-1991, involving at least about 19.5 mln tons

01' oil. This means that probably at least 30 per cent 01'
South Africa’s estimated need for imported crude oil
during that period have been covered by supplies
made by this single shipping company. The table
below shows that, apart from a dip during 1990, the
percentage has steadily risen to a high of no less than
6‘0percmttwer the first halfof1991. (It should be kept
in mind7 however, that lower figures for 1990 and
higher ones for 1991 may as well be partly explained
by crude imports possibly having been deferred to
ward offthe eonsequenees of rising crude prices due to
the Gull‘Crisis.)

Identified deliveries by World-Wide tankers
 

 

period number appr. % of
volume of estimated

oil (mln average
tons) imports

Apr 79 — Mar 86 5 0.9 1

late Get 86 - Dee 87 13 3.2 20

1988 15 3.6 25

1989 22 5.2 37

1990 14 3.2 23

1991 lirst half 17 4.2 60

1991 second hall” 7 1.7

TOTAL 93 22.1
 

* Preliminary ligures

More in: lVorld— l/Vz'c/e’ S/zzfl/Iz'rtgr 77M major oil lranx/Jurlm‘ to South
A/‘rz‘ra — Update, SRB Newsletter No.23, 1991, pp.5-8.  
 

sailing to South Africa, and others did not report their
calls at Persian Gulfoil-exporting terminals at all, which
makes it hard to establish with certainty how much oil
would originate from any specific country.
For the first time, a vessel has been found to have loaded

crude oil in a Middle East country which is a newcomer

11.

its ships under branches in these countries in 1991 (SRB
Newsletter No. 23, p. 6).

()n reports on oil»1or-arms barter deals between the UAE
and South Africa, see SRB Newsletter Nos. 21, p. 5 and

22, p. 1 1,

__———____——-————————
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'l'a/I/z' 4

The regions/countries from which

the 138 tankers sailed to South Africa
 

 

country number of dwt
cases tonnage

United Arab Emirates 113 * 113,710,113 *

Iran 6 * 1.590.770 *

01111111 1* 1,000,317

unknoun1‘11111111‘it'si11tl1t'l’t‘1‘si21nUull 211 5,213,014

Persian Gulf total: 87 22,062,183

Egypt 21 3,045,827

Yemen 1 155.1189

unknown toutitrics in [111‘ Middle liast 11) 1' 2.585.166

Middle East total: 119 “ 29.848565

Malaysia 1 123.999

unknown Countries 01‘ Iranshipint'm 2 5011.681

TOTAL CRUDE 01L ______________________ 122 ________3914733215.....

The Netherlands 13 * 1.1118020 *

Frame " 1 1113.312

Romania 1 78.571

(lreet'c 1 78.1341

Sweden ‘ 1 * 78.488 *

Portugal 1 * 77.673 *

TOTAL REFINED PRODUCTS 16 d 1,368,337 d

 

* Including‘11111ltlwp01‘ting. in more than 011et'0ur1try.
a Int‘luding 7 cases in whi<‘l1thel\41ddle East was vessel‘s most

likely region 01'sailing.
b Fuel 011 originating 110111 the Size]?! [77110711
(’ (IasUil relined 1’1‘0111 l)ani.y/1 ('I‘lKlt‘ Oil.
(1 These figures make 110 claim to be exhaustive. l“‘0ral'ew1110re

relined productshipments[0801101 Africa, made during the
same period by vessels under 50,000 tons dwt, see SRB. Fuel
_/i/r/1/;arI/u'i(/,p, 10. and SRB Newsletter N0. 21,1). 4-,

as an exporter 017011. The 0re/0il carrier Batz'x loaded
142, 1 10 tons 01011 in Yemen in the second hall'ol'March

1991, purportedly destined by the buyer of the oil,
Texaco, ‘lbr Singapore”. In fact. the vessel sailed directly
t<>S()utl1 Al‘rica.
For some 01‘ the vessels, the Middle East is listed as the

77101111de region ()l'sailing. In these cases, clear i1110rn1a-
tion on the loading region is lacking. However, in a
typical Case, a vessel would deliver oil on South Africa’s
east mast, depart northwards in ballast, and return from

12, ["111'1/111'A/Iarl/Iz'zkl, pp 9-13 and 89—94. One <11the most likely
explanatiunsl0rtl1es11rge in relined product shipments by
such relatively large vessels since 111id—1989 may be lbund
in pmbletns at the Sasul 0il-1‘r01n-(‘0al plants (NI‘X‘. group
executive L011rens van den Berg quoted in The [L‘xz’rulz'z'tz
South Alrit'a. November 1991). However, the Bureau‘s
new findings 011 ll](‘ (011011111111; transpm'ts 1'1‘0111 Amster-
dam and elsewhere raise <l011bts as t0 whether South
Africa’s need 101. imported petrol was a temporary one.

 

T
the north one month later with another cargo. In such a

case, the second cargo was apparently collected in an oil-

exporting region located at some two weeks sailing to the

n0rth from South Africa, or most likely in the Middle

l‘last.

Two tankers were found to have collected their cargoes

from an unknown source. One vessel loaded her oil cargo

in the Far East.

Refined product shipments 1989-1991

In 1991, a Turkish shipping company, controlling a fleet
of ore/bulk/oil or 0B0 carriers in the range of

75- 100,000 tons deadweight, became prominent in ship—

ping petrol and other refined petroleum products to

South Africa, often from the Dutch port ofAmsterdam. In

one case, embargoed fuel oil from the then Soviet Union

was transhipped to South Africa via a French port. On a

typical return voyage from South Africa, the Turkish

ships carried South African coal or iron ore.

1989-90: Norwegians exploit

loophole in boycott law

In the past, relincd petroleum products were only occa-
sionally transported to South Africa by tankers of the
larger size classes 01‘ 70,000 tons dwt and over. However,
since mid—1989 a striking number oflarger vessels have
been identified as suppliers Of refined products to South
Africa.

The Shipping Research Bureau discovered that
Norwegian-controlled OBO carriers and tankers were
lbremost among the vessels involved in this trade in
1989-1990. The transhipment port of Amsterdam was
emerging’ as a major source for oil products for South
Africa. '3
On several occasions in 1989 and 1990, extensive media
attention was devoted in Norway and elsewhere to Nor-
wegian shipping companies found to have taken advan-
tage 010a loophole in their country‘s boycott law. The law
bans transports ()1‘Crude Oil but was being undermined by
an increasing number of vessels carrying refined oil
products instead. At the release 01' the report Fuelfor
Apartheid in September 1990 — at the time the Nor-
wegian vessel Hfiqg/z Favour discharged her load of petrol
in South Africa ~ the Shipping Research Bureau pre-
sented an overview 01 vessels and companies,l3 demon-
strating the extent 01the Norwegian involvement. Thus
far. 110 more deliveries by Norwegian vessels have been
identified after September 1990. H

1990-91: Turkish ships take over

080 carriers 01 the Turkish shipping company Martl
Shipping & Trading Co. Inc., previously included in
the list 01'deliveries with only one ill—fated voyage to
South Africa in mid—1989 (see insert) and one in

1.151 Ibidem; see also SRB Newsletter No. 21, pp. 34.
1‘1. I)ire('10r()lav Foss 01' Leif Héiegh & CO. told the press in

January 1992 that his company’s ships have been pl‘i'
Inarily deployed on the (’I‘oss—Atlantit~ run lately. H6 WOUld
110i preclude that they would be used again for shipping
relined 0il t0 South Alil‘lt’it when the market wouldjustify
this: ‘But now our priority is the mid—AtlantiC' (NTB,
Norway, '26_Ianuary 1992)

‘_—_—\_———
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IlI-starred beginning of
Martl’s South African voyages

When the first Marti vessel identified as having been
used for petroleum product transports to South Africa
made her trip there in July 1989, she might almost
have escaped the attention ot'the institutions engaged
in monitoring Violations ofthe oil embargo.
A false destination was reported when the ship sailed
from the Dutch port (>1‘Amsterdam (1n 15‘June 1989:
the cargo ()1petr()l on board the ship was purportedly
destined ‘Ibr Austt'alia’.
Instead, the 000 Vega sailed directly to South Africa,
secretly discharged her cargo there, shifted to the iron
ore berth in the South African port ()t'Saldanha Bay on
18July, and sailed 22July 19891aden with iron ore for
Turkey — without any of these movements being
reflected in reports to the international shipping press.
Her call at South Africa was only brought to light
when, two days after her departure from Saldanha
Bay, an explosion took place in one other tanks. The
accident occurred on 24 July when the vessel was
sailing off the Namibian coast, approximately 180
miles north-west 01‘ Lijderitz, and took the lives oftwo
crew members. A two-day search to no avail was
undertaken in order to trace the. 10st (‘I‘C‘WIII(‘11; then
the vessel sailed on to Turkey.
The company was apparently not to be deterred by
this sad start: the 0/10 Vega turned out to be only the
first (11‘ a list 01' Marti OBO vessels deployed on the
South African run.  
 

mid-1990, apparently have taken over the. role 01' the
Norwegian vessels. The Turkish ships have been reg—
ularly delivering loads of refined oil produets (mainly
petrol)t(1 South Africa, starting from the turn ()t'the year
1990—1991. Again, the port ()I'Amsterdam was the main
source.
TO date, six Marti vessels have been found sailing with oil
products to South Africa, tour of which since January
1991. The last vessel identified sailed from Amsterdam
on 25July I991. The combined cargo capacity ()I‘the six
vessels is more [hail ha/fa mi/[z’on tom. The actual volume of

petroleum products shipped is somewhat smaller, some
ofthe ships sailing to South Africa after loading only part

cargoes of60,000—70.000 tons.

Nearly all IVIarti ships carried cargoes (11‘ [101701. Five

loaded in Amsterdam. One ship collected a part cargo (11‘

gasoi/ in the Dutch port 01‘ Rotterdam on top (11' her petrol

cargo from Amsterdam.

One vessel (:ollectedflw/ 01/ originatingr from the then

Soviet Union in the French port 01‘ Port de Bout: (see

insert).

In none of the eases, the vessels reported their real

destination on departure from Europe Most reported

‘Australia’ instead, and one ‘Australia’ and ‘Gibraltar’

alternately. Neither of these places was ever called at by

the vessels. After their secret voyages to South Africa,

two ships surfaced in the Netherlands again loaded with

South African 600/, and two others in Turkey to discharge

15. See Table l, and Table H in I"zu'/_/0rApartheid, ()1), (“it

16. Ct. Fuzl/jor Apar/lzeid. p, 13.

 

Snu/lz Afrimn tron (m). One vessel sailed on from South
Africa to East Africa.

Marc Rich again prominent among

embargo-breaking oil traders

In at least nine (1125 refined product deliveries identified
sineeJanuary 1988, ‘7’ the Swiss 0i] trader Marc Rich ()r a
company believed to be a “front’ for Mare Rich was the
owner01'the oil eargodelivered to South Attica. In three
eases, the ()il-tradingr company involved was identified as
Inter—Mediterranean Petroleum Co. (U.K.) Ltd., a
('0rnpany which realises about three-quarters ol‘its tum-
over and profits from the oil trade with South Africa. ‘"

which the Bureau has been unable to establish the
identity (11‘ the oil companies involved. However, it is

sible for a far greater number ()t'the shipments listed. The
gasoil cargo whieh the 0/10 Engin carried to South Al'riea
in

In

January 1991 was sold by Shell via another trader to

ter—Med: it had been loaded via ship—m—ship transfer in

the port of Rotterdam from another tanker which had
(‘1)llet‘ted the cargo 1 v2 days before at the Shell re-

finery. ‘ 7

The cargoes from Amflen/am were eolleetetl in two (lif—

t‘erent parts (11‘ the harbour (sometimes one after the
other). Amsterdam is simply a storage and transhipment
port without refining capacity. Mart: Rieh reportedly has

 

Embargoed fuel oil from

the Soviet Union to South Africa

In I“ebI‘uary/Mareh 1991, the Turkish vessel 0/10

Deni: apparently delivered a cargo (11‘ fuel oil t(1South
Africa which originated from the Soviet Union, a
country which had a full embargo on oil supplies.
The total cargo 01‘ the ship (between 67,000 and
68,000 tons) was taken on board in the French Metli—
terranean port ()III’ort (le Bone near Marseilles, where
the 0/10 Dmiz arrived in ballast fmm Genoa on 22
January 1991. Two days earlier, the following two
smaller tankers had arrived at Port de Boue {mm a
Ukrainian and a Russian t1il—exp()rting port in the
Blaek Sea:
— (1m1I'Sez105t0p0/ya (flag USSR, 55,870 dwt): This
ship’s cargo 0147 ,476 tons (11‘ fuel oil loaded at Odessa
around 10 January 1991 for V/() Soyuznef'teeksport
Moskva Nat‘ta was collected at Port (le Bouc by the 0/10
[)6’71/2;
— Etram (Turkish Hag, 21,352 dwt): This ship’s cargo

(11‘ 20,129 tons of fuel oil loaded at Novorossiysk
around lOJanuaI‘y 1991 was collected at Port de Boue
by the 0/10 Denis.
In both eases, the destination reported on departure
from the Soviet Union was in Italy. Exactly the same
had been the ease with the tanker Daglli which deliv-
ered fuel oil from Odessa to South Africa in 1988 for
Marc Rich, who had bought the cargo Via a chain (11'
intermediate companies under his control.  
 

1/. The Shell (‘mnpany in Rotterdam informed the SRB that
this was a delivery 1’08 {01‘ Australia and that the eon~
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Marti Shipping & Trading*

In 1988, the Math group broke up into a number of
separate companies. Among the companies of
shipowning company Marti Shipping & Trading
(Istanbul; president: Mr Erol Yiieel) is Martl Charter-
ing Co. Inc. In September 1989, Marti Chartering
merged its activities with three other Turkish shipping
companies in a pool ealletl Tfirkbulk. The other three
companies are the Cerrahgil group, Margem Charter-

ing Ine. (another Marti subsidiary) and the Zihni
Group. Each company took a 25 70 stake in the venture.
()n behalfol‘Marti Chartering, Mr Ilevent Karaeelik

became a member olthe Tiirkbulk board. Marti Char— 

7
teringjr and Margem Chartering assumed the responsi-

bility for Tijrkbulk’s chartering. The Martl OBOs (at

the time the company owned two OBOs, the 0h0 Engin

and the 0])0 Vega) were brought into the new pool.

Vessels from outside the pool were Chartered in, for

example for the carriage of South African wheat. At
present, Marti has four OBO carriers: Obo Batak, Obo
Dem'z, 0/10 Engm and Oho Vega, all of which are involved
in shipping petroleum productx to South Africa and coal and
iron ()refmm South Afried.

* Inlhrmation mainly from various issues of Lloyd’s List
(UK).  
 

21 standing contract with one or two storage companies
for the blending of petrol from various sources which is
then loaded into ships taking the product out again.

Reaction by Martl and Turkish Government

‘Ax if zlr known, Turkey has commercial relatl'lmr with the
Republic ({fiS'oulh Afried whz'eh show a steady linereare.
The Jufipty qflow—xulphured eoalA/or the heating system of
[he provinee (ngn/mm and the .ru/Jply (gf iron ()refar the
Erdemz'r and [idemir Factorz'ei‘ are being realised through
z'mportsfmm the Republic quoth Africa
The 72erkz'xh natz'onalfleet has‘ been given privileged access
to lhz'x trade. ’
[Letter from Marti Shipping & Trading Co. Inc, to
Ministry ofTransport dated 4 May 1990]

When the Turkish Government (which voted in favour of
the United Nations resolution on the oil embargo on 13
December 1991) was requested in 1990 by the United
Nations to investigate the delivery of petrol to South
Africa by the 0170 Vega in 1989, the Ministry Ol'Transport
asked the company for information. Martl reacted in the
above-quoted way, apparently suggesting that the voy—
age of their ship to South Africa was wholly in line with
the Government’s policies. The company provided de-
tails 0n the ship’s call at Saldanha Bay from 18—22 July
1989 and her calamitous voyage from South Africa to
Turkey (cf. insert), but not a word was said about the
subject 01‘the enquiry: the delivery from the Netherlands
[0 South Africa.
To the Shipping Research Bureau, the company wrote

(litions ()llsale stipulated that (lireet or indirect delivery (0
countries with regard to which there is 21 destination restrie-
tion in force is not ztllowed. The first buyer, the company
AIC Ltd. (Monaco), has passed discharge instructions
‘Australia for orders' on to its ('lient Inter—Metl.

  

that it could not confirm whether or not the ship delivered
oil to South Africa. It added that ‘for many occasions related
charter parties order ur no! lo release information about the
hurz'nem ’1 ‘8
()n the Bureau’s request for a comment on the findings
regarding subsequent shipments by their vessels, the
company reacted with a long letter denying that any of
the. ships had discharged in South Africa. They provided
a series ofdetails which were in part rather vague, in part
unverifiable by other sources, and in part in clear contra-
(lietion to information from independent sources of in-
formation.
The company would for instance Claim that all cargoes,
officially destined for Australia, had been rerouted on the
request of the eharterers to ‘off shore Madagascar’ or
‘Mozambique’, and that the cargoes were discharged
accordingly before the vessels collected cargoes ofcoal or
iron ore in South Africa. Only one vessel (the 0170 Engin,
January 1991) was said to have sailed from Rotterdam
directly ‘tbr destination offshore Maputo’ (Mozambique)
laden with gasoil. The apparent background for this
exception was that at the time the company was con-
taeted, the Bureau did not know that this vessel’s cargo
was sold ‘lbr Australia’ as well (cf. note 17). The second
buyer of the cargo has been identified since as Inter-
Med, 21 company whose principal activity is in oil sales to
South Africa. In contrast to what the company stated, the
ship had in reality not only loaded gasoil ‘for Australia’ in
Rotterdam, but a part cargo of petrol in Amsterdam as
well. Although a spokesperson spoke ofhaving ‘nothz‘ng to
hide’ from the Bureau. the company has declined to react
to several subsequent requests for a clarification of these
and other inconsistencies and inaccuracies. 15’

18. Fax ofMurti Shipping & Trading to SRB, 6‘June 1991‘
19. l’ax messages from SR B to Marti, 1, 9 and 12 AuguSt and 9

September1991;1etterl‘romMartito SRB, 2 August1991;
telephone conversation, 9 September 1991.
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GENCOR: 'US, Denmark and France have not lifted their coal embargoes’

South African coal exporters have benefited little from the
lifting of sanctions, because the US, Denmark and France
have not yet lifted their embargoes on imports of South
African coal. This observation was made by Mr. Mike
Salamon, managing director of Trans-Natal (Gencor’s
coal division) at an Australian conference in early Febru-
ary 1992. At the National Agricultural and Resources
Outlook Conference in Canberra Mr. Salomon said he
believed domestic demand for steamcoal by ESCOM
would be flat or lower, but a weaker rand was likely to
offset lower dollar prices for exports. Since almost all coal
sales are negotiated on the basis of year—Iong contracts,
coal embargoes, if they fell away in 1992, would only
effect contracts for 1993. Only Japan had lifted its
embargo on South African coal imports, he noted.
On the project to upgrade the Moatize coal field near Tete
in Mozambique Mr. Salomon stated that the parties inter—
ested would meet in March 1992. Besides Trans-Natal,
the Brazilian mining group CVRD and the British invest-
ment company Lonrho have participated in a feasibility
study on the project.

Small dropin 1991 coal exports
Coal exports through the Richards Bay Coal Terminal have
dropped by 200,000 tonnes in 1991 to 45.3 million
tonnes. According to Mr. Salomon the decline has been
small because of exceptionally strong exports in Decem-

ber 1991 of five million tonnes. If the volume of exports
from Durban and Maputo of nearly 4 million tonnes in
1990 have been the same in 1991, then total exports of

South African coal would have been slightly lower in
1991. Trans—Natal’s senior marketing manager, Mr. Gor-
don Osterloh, said exporters would be lucky to hit the 46
million tonnes mark this year. Despite the current expan-

sion of the Richards Bay terminal to a theoretical capacity

of 53 million tonnes, this maximum is not expected before

1995—1996.
Trans—Natal’s exports rose to 5.5 million tonnes from 5.3

million tonnes in 1990. Export sales contributed 67 per

cent to the company’s total sales revenue. Sales to

ESCOM had fallen to 4.9 from 6.1 million tonnes in 1990.

Trans—Natal has stopped supplies to SASOL, the oiI—from—

coal producer.
[Beeld (SA), 7 February 1992; Coal Week international lUSA), hereafter

listed as CWI, 25 February1992]

Boosting coal exports would be 'imprudent’

Addressing the same conference Mr. Allen Sealy, chair-

man of Randcoal, said that South Africa’s coal exporters

believed it would be ’imprudent’ to expand exports too

rapidly, despite the present capacity expansion of RBCT.

Randcoal is the new name of Barlow Rand’s coal arm in

control of Rand Mines and Witbank Collieries. ’The South

African coal industry is still very aware of the effects of

the oversupply situation, compounded by sanctions,

which occurred in the mid 19808’, Mr Sealy emphasised.

Here he was referring to the so-called ’sanctions dis-

count’ which South African exporters were forced to

offer to new markets in the Mediterranean and the Far

East after Denmark and France stopped their imports of a
total volume of about 10 million tonnes.
’It is very clear that further expansions of the export
industry cannot be justified without the encouragement
of a significant improvement in price levels’, Mr. Sealy
said. He conceded, however, that a competing group of
new exporters is developing a plan to build an additional
export terminal since export allocations at Richards Bay

are under control of the major coal producers only, such
as Anglo American, Randcoal, Trans—Natal, Shell and
Total. ’It is true there are a number of aspirant new

exporters in South Africa who are investigating the de—

velopment of a separate terminal at Richards Bay.

However no decisions have been made. Considering the
time lag in bringing major capital projects such as port
terminals and mines to fruition, it seems that an export

level of 53 million tons through Richards Bay in 1995 is
reasonable ’.
These new competitors are Gold Fields Coal, Sasol, Kan—
gra (owned by AGIP Coal of Italy), Lonrho (UK) and
Messina Investment. Portnet, the state—owned ports divi—
sion of Transnet (formerly SATS) is making a feasibility
study. The likely capacity would be 10 millions tonnes.
lCWI (USA), 10 December 1991 and 25 February1992;|nternationalCoal
Report (UK), hereafter listed as ICR, 30 November1991]

Total and JCI open new export mine
On 21 January 1 992 the French oil company Total and the
South African mining house Johannesburg Consolidated
Investment (JCI) officially opened a new mine at Tav-
istock. The mine, the Arthur Taylor Colliery Opencast
Mine (ATCOM), is the second joint venture by the two
companies which invested R480 million in ATCOM. The

mine is expected to produce 2.4 million tonnes of export

coal annually, for markets in Europe and the Far East.
Reserves are estimated at 60 million tonnes. JCI operates

the mine and Total will market the coal. It will employ

about 450 people. The first joint venture was the Arthur
Taylor Colliery (ATC) currently producing 2.7 million
tonnes of coal a year.
Total’s chairman, Mr. Serge Tchuruk, who presided over
the inauguration, said he felt akward opening the mine at

a time when France continued to ban South African coal

imports. The development of the mine had been kept

under wraps, but Total’s expectation that European sanc—

tions would have been lifted already, led to public an—

nouncement of the opening. ’But / shall continue to urge
the French authorities to lift the restrictions’, he said. In
September 1991 the international coal press reported
that Total, in anticipation of ATCOM’s production, al—
ready had entered into a four-year contract with the
Japanese shipping company Mitsui for transport of 1.8
million tonnes to Europe.
Besides its joint ventures with JCI, Total is also co-owner

(33 per cent) of the Ermelo mine operated by Trans—Natal.
[Energies, the international magazine ofTOTAL (France), n0. 7, December

1991/January 1992; Citizen (SA), 21 January 1992; Business Day 18A).
22 January 1992; Southscan (UK), 24 January 1992; See also SRB’s Coal

Monitor, no. 9]
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Scargill: 'South African coal is too cheap'
The president of the British National Union of Mine—

workers, Mr. Arthur Scargill has called for an interna-

tionally agreed and stable coal price. He said coal miners

in South Africa and other coal-exporting countries were

the losers in the current ’dog eat dog' situation. South

Africa is currently selling coal up to US$10 per tonne

below accepted world prices, he said. The extra money

generated by a stable price would enable the South
African industry to improve its ’appalling’ wages, labour

conditions, welfare facilities and safety standards, Mr.

Scargill stated.
His call was made during an international miners’ unions
summit held in Johannesburg on 23—24 January 1992
and hosted forthe first time by the South African National

Union of Mineworkers. The meeting, a sequel of the one
held in Geneva in October 1991, was also attended by the
Australian United Mineworkers Federation, the United

Mineworkers of America and the the German union IG

Bergbau und Energie.
[The Star (8A1, 17 January 1992; Business Day (SA), 22 January1992;
Weekly Mail (SA), 2430 January1992;see also Coal Monitor, no. 9]

Motlanthe elected as new NUM leader
The South African National Union of Mineworkers’ Cen—
tral Committee has elected Mr. Kgalema Motlanthe as its
new general-secretary. As the successor of Mr. Cyril
Ramaphosa, who is now ANC’s generaI-secretary and of
Mr. Marcel Golding who acted as interim secretary for a
year, Mr. Motlanthe will lead the 290,000 workers of
South Afric’s most strategic industry. Although his elec—
tion came as a surprise to many, including himself, Mr.
Motlanthe was well-known as NUM’s chief negotiator at
ISCOR, the major national steel producer. He has been
one of the architects of the 1991 ground—breaking wage
agreement in which the NUM embraced productivity
bargaining for the first time. Earlier he had been sent to
Sweden and Germany to study how such deals operate in
Europe.

Before joining the NUM Mr. Motlanthe has been jailed for
ten years on Robben Island, convicted of ‘terrorism’. He
also has been chairman of the ANC's Witwatersrand
region.
[Weekly Mail (SA), 31 January 1992]

FINLAND

Trade unions lift ban on imports
In the beginning of February 1992 the Finnish Central
Organisation ofTradeUnions(SAK)lifteditslongstanding
boycott on trade with South Africa. The Transport
Workers’ Union (AKT), a member of SAK, endorsed
SAK’s decision a week later. AKT’s president Mr. Rismo
Kuisma voted in favour of lifting the union’s ban. Accor—
ding to a SAK’s spokesman the move was made in
coordination with COSATU, South Africa’s trade union
federation.
Especially in view of supply problems of Russian coal,
SAK’sdecision was welcomed by Finnish coaltraders and
buyers, who soon were flooded with South African of—
fers.
ICWI (USA), 7 January, 11 and 18 February1992l

1992 CONTRACTS: lower prices for SA coal

ITALY

ENEL, the national utility of Italy, has made new con—
tracts, covering a total volume of nearly 4 million tonnes,

with its usual South African suppliers: Amcoal (Anglo

America), Trans-Natal (Gencor), Randcoal (Barlow Rand),

Shell, Total, Kangra (Agip Coal) and TCOA. The prices,

however, were lowerthan in 1991 contracts. Amcoal will

get for its delivery of one million tonnes a price of

US$31.80 FOB Richards Bay, down from US$32.15 in

1991 .
lCWl (USA), 26 November and 10 December 1991; see also SRB's Coal

Monitor, No. 7]

GERMANY
The public utility Stadtwerke Bremen has entered into a

contract to import 500,000 tonnes from Randcoal and

Trans—Natal. Bayernwerk will probably import 140,000

tonnes of South African coal, while Energie-Versorgung

Schwaben (EVS) taking 250,000 tonnes. Thyssen Han-

delsunion and Agip Coal of Italy have entered into a joint

venture to sell in Germany imported coal such as from

South Africa.
[CWl (USA), 17 December1991,4/18/25 February 1992; ICR (UK), 30

November1991l

JAPAN
Japan Steel Mills (JSM) will import one million tonnes of
coking coal from South Africa in 1992. The Electric Power
Development Company (EPDC) will take about 900,000
tonnes steam coal from Total, Shell and TCOA.
ICWI (USA), 21/28 January and 25 February 1992; lCR (UK), 13 January
19921

BELGIUM
Electrobel (Pool des Calories), the importing agency for
Belgian utilities, has signed a contract to import more than
2 million tonnes from South Africa. The steel company
Cockerill will take coking coal from Trans—Natal via Trans-
col.
ICWI (USA), 12 November1991;|CRlUK).4November1991,13January
1992]

SPAIN

Cement Atlantico is believed to have made an award to
Duiker (Lonrho’s coal exporter). Carboex, Spain’s na-
tional coal trader, has concluded new contracts for 1992
imports of which the majority will come from South
Africa.
IICR (UK), 4 November 1991; CWl (USA), 4 February1992]

GREECE
Heracles, the national Greek cement producer, will import
360,000 tonnes of South African coal through US trader
Phibro. Titan, a private cement producer, will take about
120,000 tonnes from Shell and the same volume from
trader Marc Rich.
ICWl (USA), 26 November 1991; ICR (UK), 30 November1991]

TURKEY
The Turkish municipality of Bursa has awarded a 50,000
tonnes contract to Marc Rich for South African steam
coal.
[ICR (UK), 4 November1991l

MALTA
Marc Rich has also won a six—month tender of Enemalta,
the island's national utility for four cargoes of 40,000
tonnes of South African coal. The contract was taken
from Shell which had won the previous tender for the
same volume involving countertrade.
llCRlUK),13January1992;see also Coal Monitor, no. 8]
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continuedfrom page 6

participating together with Mr. George Bush_jr., sone 0f
the US president, in a controversial search for oil offthe
coast 01‘ Bahrain. Test drilling was planned to start in
November 1991. The controversy is over how the
Bahrain government came to select the Texas—based
company Harken Energy Corporation for the work of
developing its oil fields, since Harken has no interna-
tional drilling experience. Allegedly Bahrain’s emir,
Sheik Isa bin Salman al-Khalifa, has tried to please the
US president, whose son George jr. is an investor and
director of Harken. Shortly before Iraq’s invasion of
Kuwait Mr. Bushji. made a big profit by selling 66 per
cent of his stake in Harken alter word of the Bahrain
contract sent the share price soaring. The Bahrain con-
nection caused the White House some embarrassment in
October 1991 when the US president was asked whether

17

his sons’s investment had any bearing on his decision to
deploy troops in the Gulf.
The involvement by the Rupert family is through Cie
Financiere Richemont, a holding company based in
Switzerland and headed by Mr. Johann Rupert. Riche—
mont has acquired a sizable stake in Harken, through a
British Virgin Islands company named North American
Resources (NAR). NAR owns 20.8 per cent ofHarken‘s
stock. On 26 October 1991 M11 Rupert, on holidays in
Florida, leapt t0 Bushjr. ’5 defense describing the allega-
tions as political smears timed to coincide with the start 01'
the 1992 presidential election campaign.
This was not the first time the Rupert family dealings in
the US oil business attracted attention. In 1988 the
family came in the news when the Rembrandt Group
suddenly took over the control 01' Denver-based Frontier
Oil and Refining Company.
[Sunday Times (SA). 27 October 1991]
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Part of oil stockpile sold for R1 billion

In reply to parliamentary questions M11 George Bartlett,
minister of Mineral and Energy Affairs, has stated his

ministry sold an undisclosed volume of oil from the
strategic stockpile on 2 September 1991 to local refin—
eries and to Madagascar. The total price was R1,0074
billion or about US 15 350 million. Figures, given earlier
by the South African Reserve Bank on ‘uticlztssilied’
imports during the month November 1991, indicate
there was a sharp drop in ('I‘LlClC oil imports in that month
due to the use ol'the domestic stockpile. The amount ol‘
‘unclassilied‘ imports (oil and arms) dropped from R629
in October to R192 in November 1991.
()n 29 April 1991 the government announced for the first
time to sell part ofthe stockpile. A second announcement
was made on 27 August 1991 by the then minister of
Economic Co—ordination and Public Enterprises, Mr.
Dawie dc Villiers. The apparent delay ofthe sale was that
the government had not yet decided on what projects the
money should be spent. Mr. de Villiet‘s said that the
money would be spent on a programme 01' ‘im‘z'owamomz'c
[Irrgjmt aimed at improving the quality If [{fe quout/z Africam‘ ’.
According to the minister 59,000jobs over a period of 15
month would be created by this programme. R742
million would be used to build Classrooms, Clinics,
(reclies. community centres. sports lields and housing
accomodation for 270,000 people. Some of this money
has already been allocated: the Natal Community
Administration received R73 million and the Depart-
ment of Education and Training capital works pro—
gramme got R45 million.
In addition, more than R200 million would be spent on
roads upgrading and R20 million for a ‘speeial job
creation programme’ administered by the Department
of‘Manpower.
Moreover, to address ‘security problems’ about R60
million would be used for the construction 0f'59 satellite
police stations and 250 police contact points.

CP: ‘Selling off the familyjewels’

The Conservative Party (C?) has strongly criticised the
government decision to sell part ()fthe country’s strategic
oil reserves. (11’ spokesman on finance. Mr. Casper Uys,
said the government was selling off the familyjewels for
consumption expenditure. ‘chozme we Mould lzu/dun to [/26
m‘erves, the hard timat art) not ozwryr/ ', he said.
[Citizen (SA), 28 August 1091; l)z1ilyN(-ws(S/\t Natal)‘ 8 November

1991; Natal M("I't’ury(SA). 20 Derember 1991; Financial Mail (SA), 3
January 1992; l’lzut‘s ()ilgi'mn News (L'SA). ‘2] February 1992]
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President de Klerk Visits Oman

In seeking ‘normal’ access of South African exports to
Middle East markets South Africa’s president Mr. F.W.

de Klerk paid a visit to Oman in November 1991.
Undoubtedly also on his agenda were discussions with

the Omani government on the possible lifting of trade
sanctions and, in particular, of the oil embargo by Gulf
states.
Being a member of the Arab League, Oman has always
supported oil embargo resolutions in the UN (Oman is
not a member of OAPEC and OPEC), Nevertheless,
research findings by the Shipping Research Bureau show
that during the period 1979-1991 at least 61 tankers have
been identified which sailed to South Africa from Oman.
British press reports in 1982-1983 revealed that Shell in
early 1981 consulted with a London—based oil trader and
offered to make sales omeani crude oil to South Africa’s
oil importing agency, the Strategic Fuel Fund (SFF). Oil
industry experts at that time pointed at the sudden
reduction of Shell’s purchases of Omani crude during
1981, and at a sharp increase at the same time ofliftings
from Oman by Transworld Oil (TWO), the oil trading
company owned by the Dutchman Mr. John Deuss.
Royal Dutch Shell has a controlling stake 0f34 per cent in
Petroleum Development of Oman (PDQ), the major
exporter ()I'Omani crude,
De Klerk’s visit to Oman was preceded by a visit of a
South African Foreign Affairs official to Bahrain and
Dubai in October 1991. This was Mr. John Sunde,
responsible for Middle East Affairs in the foreign minis—
try, who then confirmed Oman had been ‘Suppéyz‘ng much
(ngout/z Afilm” needyfar .s'euemlyeam ’.
During de Klerk’s visit Mr. David Graham, general
manager 01‘ international operations of SAFTO (South
African Free Trade Organisation) said that the Arab
League could discuss the lilting oftrade sanctions against
South Africa at its December 1991 meeting. Mr.
Graham also stated that South African exports which
could Iind a ready market in an ‘open’ Gulfincluded food
products, consumer goods, valves, building materials,
transport services and steels. Alter the Gulfwar SAFTO
established its Gulf Business Development Unit to pro-
mote participation in the rebuilding of Kuwait. Since
then 25 South African companies havejoined this unit to
find potential export markets in the Gulfregion. During
February 1992 a SAFTO delegation visited several Gulf
states and attended an international trade fair in Kuwait.
|l"inansivs & 'l‘egnit-k (SA). 1:3 November 1991; Financial Mail (SA),
30 December 191”:{\P'I)H\\'.]Ul]l‘s News Service. Manama (Bahrain),
11 ()('l()l)(‘l' I991]

 
 

SUBSCRIPTION COUPON

Please return this form to the Circulation Manager, Shippingr Research Bureau. I’.O. Box 11898, 1001 GW
Amsterdam, the Netherlands

Name

Address

Postal Code

Country . ..

The Newsletter on the Oil Embargo against South Africa is distributed free of charge. Gifts are welcome.

  
t—N

Newsletter on the Oil Embargo against South Africa, No. 26, first quarter 1992


