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Recent fuel contamination 
cases spark doubts regarding 
2020 blends

LOW-SULPHUR LIMITS HAVE become a reality for the bunker 
market, but growing concerns around fuel contamination are following 
in their wake.

Recent reports of fuel contamination at Singapore and Houston are 
likely to become more common as the increased use of blended fuels to 
ensure sulphur limit compliance will introduce quality issues into an 
already fragile supply chain, according to International Bunker 
Industry Association manager for Asia Simon Neo.

Increased blending with cutter stock to meet low-sulphur limits can 
lead to rise in the levels of catalytic fine materials as well as influence 
stability and combustion characteristics.

The issue has already prompted the IBIA to set up a task group to 
investigate how the fuel contamination issues can be handled in the 
run up to 2020 when a global limit of 0.5% on the sulphur content of 
fuel will be enforced.

However, the 0.5% sulphur-blended fuels will not be available until the 
enforcement date and there will be no indication of their quality or 
compatibility with other fuels until owners start to use them.

Mr Neo acknowledged that fuel compatibility has not yet been 
guaranteed from suppliers, so it is prudent for ship operators to be 
fully aware of the potential for different batches of fuel being 
incompatible and to ensure product segregation and proper handling 
onboard.
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Singapore cocktail
Traces from contaminated bunkers have spread into 
Singapore recently after hitting around 200 ships in 
Houston and Panama earlier this year.

These claims appear to relate to fuel bunkered from 
March until June this year, with the problems 
showing up in the form of the sticking and seizure of 
fuel injection system components and the blocking 
of fuel filters.

“In Singapore, the cargoes arrived in two very large 
crude carriers coming from the US,” Mr Neo said, 
adding that the quality of the oil was the same when 
compared with the dirty fuel in Houston.

Speaking on condition of anonymity, a top executive 
from a bunker company in Singapore said that fuel 
came from POSCO terminal which was likely to be 
the source of the contamination in the US.

UK P&I Club suggests that the cause of the problems 
is linked to the inclusion of adulterants, or 
contaminants, in the fuel that are of non-petroleum 
refining origin.

There appear to be at least two different kinds of 
contamination involved, and not all of the problem 
fuels share the same level of contaminants, some 
show evidence of chemical waste related to 
bisphenol manufacturing, while others include 
bio-derived contaminants including Tall oil, a 
bi-product of the timber industry.

Chemical contaminants are a major concern which 
can cause accelerated wear of fuel pumps and 
injectors. In the worst cases, the ship’s main and 

auxiliary engines may be immobilised, a P&I club 
official said.

“Another concern is the apparent increase of sludge 
precipitation, particularly in low-sulphur fuel oils.” 
The excessive sludge clogs up filters putting a heavy 
strain on centrifuges.

ISO specification
At present, the fuel standards written by the 
International Standards Organisation do not provide 
enough information on the specifications of the fuel 
and are a non-mandatory list of preferred bunker fuel 
qualities that many shipowners use in their notes.

Testing to ISO8217 levels does not necessarily show 
if the fuel is contaminated or not because it only 
covers the parameters within specified limits.

This international standard was also unable to 
detect the recent impurities in the fuel at both 
Houston and Singapore, which suggests a potentially 
alarming increase in the number of incidents 
relating to fuel blending in 2020.

The International Maritime Organization relies on 
the ISO to produce a new standard for the 0.5% fuel 
before 2020 to provide guidance on how shipowners 
should proceed if safe and reliable bunker fuel cannot 
be purchased. But there are fears that this standard 
will also have limitations like the present one.

ISO is also developing a publicly available 
specification, which is expected to be published next 
year to provide guidance to fuel suppliers and 
shipowners on the type of fuel blends anticipated to 
be available in 2020.

Chinese tariffs threaten US LNG boom
CHINA has proposed a 25% tariff on liquefied 
natural gas imports from the US — a move that 
could put at risk the anticipated growth in gas trade 
between the two countries.

The Chinese levies, if they materialise, would 
eventually undercut the competitiveness of US LNG 
and could deal a serious blow to the hopes of 
companies planning to invest in a new wave of 
export projects in Texas, Louisiana and Alaska.

However, freight demand in the sector would likely 
remain unscathed, at least in the short term, as 
China — the world’s second-largest LNG importer 

and the third-largest buyer of US exports — can well 
source cargo from other foreign suppliers.

Beijing’s latest tariff proposal was a major concern 
for the US natural gas industry, whose increasing 
supply and pending production projects need the 
support of China’s fast-growing consumption, 
according to a report from the investment bank 
Morgan Stanley.

For the first half of 2018, China imported 42.1m 
tonnes of LNG, up 50% from the year-ago period. 
With the additional receiving terminals set to come 
online by the end of the year, full-year volume is 

WHAT TO WATCH
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expected to reach close to 60m tonnes if the same 
pace of growth can be extended into the second half.

Morgan Stanley said the country was meeting its 
rising demand through the spot market. However, 
Beijing could switch to non-US projects, such as 
those in Mozambique, Qatar and Canada, by signing 
long-term offtakes if its tension with Washington 
remained unsolved. Offtake deals are agreements 
between producers and buyers of a resource to either 
buy or sell tranches of the producers’ future 
production.

Such a development would make US LNG expansion 
increasingly difficult and have a negative impact on 
greenfield producers such as Tellurian, Next Decade 
and LNG Limited.

That, however, would have little effect on LNG 
shipping demand, as China could continue to get 
imports from other countries, the Morgan Stanley 
report added.

VesselsValue has listed a number of owners who are 
participating in the US to China LNG trade route. 
The major ones include GasLog, Gaslog Partners, 
Maran Gas Maritime, Maran Nakilat, Dynagas 
Holdings, K Line, Knutsen OAS Shipping, Dynagas 
LNG Partners and Elcano.

Stifel said in a note that the inefficiencies created by 
the tariff should be positive from a tonne-miles 
perspective, as cargoes would be prevented from 
otherwise finding their most efficient path.

It added that China’s current LNG imports from the 
US remained limited, which would alleviate any 
immediate disruption in trade routes even if Beijing 
did choose to put the tariff into effect.

Only 11% of the LNG cargoes shipped from the US 
facilities have gone to China in 2018, including 19 
out of the 172 cargoes shipped from Sabine Pass and 
Cove Point, according to Stifel.

By comparison, Mexico and South Korea each 
accounted for 35 cargoes.

Wells Fargo Securities analyst Michael Webber said 
the proposed tariff may be pure posturing by China 
amid an attempt to restrike global trade balances.

If carried out long-term, the tariff could cause 
headwinds for several US LNG expansion projects, 
he added.

The greatest immediate impact from Chinese tariffs 
is expected to hit Cheniere, which has exported 
dozens of cargoes from its terminal in Sabine Pass to 
China on a spot basis and has two long-term sales 
agreements with state-owned China National 
Petroleum Corporation that supported its decision to 
build a third liquefaction unit at its Corpus Christi 
facility.

However, Morgan Stanley forecast there would be no 
impact on existing agreements already in place, such 
as Cheniere’s 1.2m tonnes per annum contract with 
PetroChina.

“This contract has already been signed and the 
Chinese company would have to honour it 
regardless of the potential tariffs, possibly by 
swapping this volume with another buyer,” it said.

“Questions remain as to how such a tariff would 
be implemented, particularly as one may be able 
to avoid the tariff through increased storage and 
reloads, or potential swaps producer to producer.”

Beijing proposed LNG tariffs among levies ranging 
between 5% and 25% on a series of US products 
worth $60bn in total, in response to President 
Donald Trump’s threat to more than double his 
proposed tariffs on $200bn of Chinese imports to 
25% from 10%.

The move also came at the same day that its 
biggest US crude oil buyer, Sinopec, halted US crude 
oil imports due to the trade dispute, Reuters 
reported, citing three sources familiar with the 
situation.

As US crude exports are on track for a record a year 
on the back of ever rising shale output, China, the 
world’s largest oil importer, has emerged as the 
largest buyer of US exports.

The Sinopec move has come after Beijing threatened 
to impose a 25% tariff on US crude imports in June, 
likely a pre-emptive measure as China has not 
announced when the tariff will take effect.
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Latest US-China tariff threat bears much 
greater significance for freight
THE second tranche of US tariffs on Chinese 
imports proposed by the Trump administration will 
have far more negative effects on global supply 
chains and trade flows than the first round of tariffs 
introduced last month, according to US retailers and 
supply chain analysts.

The US imposed 25% import tariffs on $34bn of 
Chinese imports arriving from July 6 with an 
additional $16bn of tariffs imminent, but US officials 
are also considering raising the level of planned 
tariffs on a further $200bn of imported goods from 
China to 25%, as the trade dispute between the two 
countries escalates. If the US follows this plan, as 
many expect it will, that would mean 25% tariffs on 
almost half of the US’s estimated $550bn worth of 
annual imports from China – potentially as soon as 
late September.

National Retail Federation vice-president Jonathan 
Gold told Lloyd’s List the new tariffs, which the NRF 
fully expects to come into force in the following 
months, would impact heavily on consumer goods 
cargo flows and retailers’ supply chain strategies.

“There is significant concern among retailers and in 
other sectors about the Chinese tariffs taking effect,” 
he said. “With regards to the potential increase of 
the tariff from 10% to 25% on the $200bn list, that 
will certainly hit more consumers.

“That list contains a significant number of consumer 
products ranging from furniture to handbags to 
sporting goods. Some may have been able to absorb 
a portion of the tariff. At a higher 25% level, those 
costs will certainly have to be passed along to the 
end consumer.

“These companies all have contracts with their 
vendors, so those additional costs will end up being 
passed along to the ultimate consumer. Some may 
try to advance their orders, but that comes with 
additional costs as well.”

Mr Gold said trade flows could be affected by the 
second round of tariffs as soon as the coming winter 
holiday season, ahead of which US retailers 
traditionally bump up container imports from China 
by sea through late summer and by air in the fourth 
quarter.

“As far as the holiday season goes, it will really 
depend on when the tariffs take effect,” he added. 

“We are trying to impress upon Congress and the 
[Trump] administration the negative impact of the 
tariffs, which include loss of business, job losses and 
increased costs for consumers.”

How manufacturers and their transport partners 
re-engineer supply chains to manage higher tariffs will 
be a complicated process; but one certainty, according 
to analysis by logistics investment analyst Stifel, is that 
the impact on transport costs and logistics strategies 
will be both inflationary and negative.

“Importers will be hurt by the US tariffs and 
exporters will be hurt by the retaliatory tariffs,” said 
the analyst.

“The interconnectedness of global supply chains 
cannot be understated and the chance of higher 
tariffs not causing significant ripple effects is zero. 
Many that will be impacted do not even know it yet, 
including the US consumer.”

Stifel said freight flows would be disrupted in ways 
that were hard to predict; but shippers should prepare 
with some urgency, while container lines should 
expect to be negatively impacted. “This is a different 
kind of disruption than we have seen in the past − for 
example, earthquakes, tsunamis, port slowdown or 
volcanic ash cloud,” it noted. “But the shipper 
takeaway should be the same: build some flexibility 
into your global supply chain to mitigate risk.”

“As for volumes, because almost all transpacific 
trade moves over the ocean, steamship lines should 
certainly feel the hit. Put simply, tariffs are taxes 
and taxes are bad for freight demand longer term.

“For shippers, though, there is no cheaper way to 
move goods than via the ocean, so do not expect any 
modal shift, if production remains in Asia.”

Stifel said that most manufacturers would hold fire 
on making major changes to sourcing until it 
became clearer what the long-term trading 
landscape looked like.

“We do not believe they will be able to or may want to 
shift production or sourcing too quickly, as the tariffs 
could be repealed as quickly as they were 
implemented,” the analyst added. “Most want longer-
term trade certainty before making major moves 
around inventories, suppliers or modal choice. 
Therefore, we expect lower profits and inflation.”
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Gold said retailers were evaluating all options 
regarding future sourcing, although in the short 
term most buyers would be unable to source outside 
of China because capacity was not available.

“The problem is that it will take time to find and 
develop new sources for many of the products that 
are produced in China,” he said. “The difficulty will 
be the ability to find a new vendor who can meet all 
of the retailers’ requirements for quality and 
quantity, as well as meet all of the necessary 
regulatory requirements.

“It can take companies years to develop these 
relationships. Retailers, and other industries, affected 
by the tariffs will need to decide if the cost and risk is 
greater to stay in China or to move sourcing.

“The other issue is capacity. Will everyone flood to 
one market to make a product? What kind of a strain 
would that put on the new vendor and country?

“While there is some production outside of China for 
many goods, the scale and infrastructure are not 
there to handle such a switch.”

Riyadh calls for international efforts on Red 
Sea security as oil shipments resume
SAUDI Arabia has called for international efforts to 
enhance maritime safety in the Red Sea as the 
kingdom’s national oil company resumes shipments 
via the Bab el-Mandeb Strait.

In a statement issued via government-owned Saudi 
Press Agency, energy minister Khalid Al-Falih said 
the security of the strait and the Red Sea’s southern 
parts is “a joint international interest”, towards 
which “the whole international community should 
uphold its responsibilities”.

A Saudi-led coalition that supports the Yemeni 
government in its military operations against the 
Houthi rebels has made “all necessary measures in 
co-ordination with the international community” to 
minimise maritime risks in transiting through the 
waterway to ensure continued energy supply for the 
world, said Mr Al-Falih, without elaborating.

Those remarks have come amid reports that western 
forces and some surrounding countries have sought 
to enhance security in the region.

According to US Navy Forces Central Command, the 
US and Egyptian navies concluded a joint exercise 
last Friday, in which their units worked through 
various events that included protection of high-
valued assets. Egypt supports the Saudi-led 
coalition.

The Daily Mirror reported the UK had deployed 
Special Boat Service personnel to the US’ Camp 
Lemonnier base in Djibouti to secure oil supplies 
from the Middle East. The Ministry of Defence 
declined to comment.

Heightened security risks in the region have drawn 
much attention from the oil and shipping industries 
after Saudi Aramco decided to halt shipments via 

the Bab el-Mandeb Strait on July 25 following 
attacks on at least one Saudi ship.

The Energy Information Administration estimates 
4.8m barrels of crude and refined products are 
passing through the strait per day, making it one of 
the most significant chokepoints for oil transport.

Last Saturday, Aramco announced it would resume 
shipments via the waterway while continuing to 
monitor the situation.

“The decision to resume oil shipment through the 
strait of Bab el-Mandeb was made after the 
leadership of the coalition has taken necessary 
measures to protect the coalition states’ ships,” Mr 
Al-Falih said.

According to Lloyd’s List Intelligence, some of the 
tankers owned by Bahri, the state carrier 
responsible for carrying Aramco oil to its customers, 
didn’t report new automatic identification systems 
signals for at least four days while destined for the 
Red Sea. Some market sources suggested some 
vessel rerouting were taking place while ATC, 
Aramco’s trading arm, were chartering in some 
foreign product carriers for intra-Saudi trades.

Even as the Houthis have only targeted vessels in 
operation for the Saudi-led collation, Intertanko has 
warned that “there continues to be a risk of 
collateral damage or misidentification to all 
merchant traffic including those not flagged to” the 
coalition states.

According to the industry body’s marine director 
Phillip Belcher, turning off AIS is not recommendable 
as that could actually attract attention from the rebels 
and the strait is so narrow that the ships can be 
recognised easily. But the ships do not necessarily 



Lloyd’s List | Daily Briefing Tuesday 7th August Page 6

need to correctly identify that their ports of last 
loading are in Saudi Arabia, Mr Belcher said.

Following the guidelines on Maritime Security 
Transit Corridor and BMP5 would be the best 
solutions for vessel operations in the region, 
Intertanko said.

However, BIMCO’s security chief Jakob Larsen says 

collateral damage is unlikely to be an issue, since the 
Houthis have sought to reduce risks by 
circumventing random attacks.

“Vessels supporting the Saudi coalition will always 
have the risk of an attack, but a normal bulk carrier 
or a cargo of cement that just happens to pass by will 
have a significantly low risk of getting attacked,” Mr 
Larsen said.

Weak demand threatens box recovery
WEAK consumer confidence in the UK and sluggish 
retail demand in Germany have dragged down 
freight volumes between Asia and Europe during the 
first half of the year, despite a generally bright 
picture for demand elsewhere, according to a new 
report from Drewry.

Figures from Container Trades Statistics show 
mainlane Asia-northern Europe volumes during the 
first six months of this year were virtually identical 
to those recorded in the corresponding period in 
2017, holding at 4.9m teu.

MARKETS

OOCL eyes 1m teu fleet capacity
HONG KONG-listed Orient Overseas (International) 
Ltd is targeting a substantial expansion in the size of 
its fleet, following its merger with China’s state giant 
Cosco Shipping Group.

Orient Overseas Container Line, OOIL’s liner 
shipping arm, is looking to boost its fleet capacity to 
1m teu from the current level of around 700,000 teu 
by ordering new ships, among other measures, OOIL 
chief executive Huang Xiaowen told a press 
conference on Monday.

Mr Huang, a vice-president of China Cosco 
Shipping, took on the new role last week, after the 
Chinese conglomerate completed its $6.3bn 
acquisition of OOIL.

“OOIL’s lower debt ratio and strong financing ability 
will allow it to order new ships, especially 20,000 
teu ships,” he said, adding that a larger fleet would 
help the Hong Kong-based shipping line to explore 
new markets, increase global coverage and attract 
more investors.

Cosco Shipping Lines, the container shipping unit of 
the state parent, and OOCL control more than 2.7m 
teu of capacity in a combined live fleet, ranked as the 
world’s third-largest.

CSL also has 20 ships, or more than 300,000 teu, on 
order.

The Ocean Alliance, in which CSL and OOCL 

are both members together with CMA CGM and 
Evergreen Line, now leads the market share in 
transpacific services. But the grouping still trails 
the 2M alliance— consisting of Maersk Line and 
Mediterranean Shipping Co — on Asia-Europe 
trade.

While there was no timeline given for the 
expansion plan, Mr Huang said that the new 
orders would need to fit into market conditions as 
well as the companies’ strategic demand.

The most pressing demand was to realise 
synergies between the two carriers — targeted to be 
no less than $400m per annum — while retaining 
OOCL as an independent brand, according to Mr 
Huang.

To achieve this goal, a working group has been 
established to co-ordinate on a series of operational 
matters, including procurement, network design and 
container management.

In addition, as first reported by Lloyd’s List, OOCL 
has appointed two chief executives — OOCL’s former 
chief executive Andy Tung and Cosco Shipping 
Holdings’ current president Wang Haimin.

CSH is the Shanghai- and Hong Kong-listed parent 
of CSL, and a subsidiary of China Cosco Shipping.

Both Mr Tung and Mr Wang presented at the press 
conference.
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Moreover, in the second quarter of the year, 
westbound volumes declined by 1.6% compared with 
the second quarter of last year.

“Much of the problem with this trade stems from 
weaker demand in the two largest inbound markets of 
the UK and Germany, which account for 
approximately two-fifths of westbound flows,” Drewry 
said. “Retail sales in Germany remain sluggish despite 
more optimistic consumer confidence surveys, while 
in the UK despite an improved outlook for wage 
growth and employment, consumer confidence 
appears to be stuck in the doldrums.”

It added that a lack of clarity regarding what Brexit 
would mean for Britain’s economic health had 
prompted the nation’s households to take a more 
cautious approach to spending.

The slowdown occurs as yet more ultra large 
tonnage is being deployed on the Asia-Europe trade. 
Westbound slots in July were up by 10% compared 
with last year’s figures, Drewry said.

“The addition of big new ships at a time of weak 
demand proved to be a toxic combination for 
carriers in the early months of the year and 
westbound spot rates were heading below the 
psychologically important barrier of $1,000 per 40 
ft container,” Drewy said. “Not only was this rate 
erosion causing spot prices to undercut annual 
contract rates, but it came at a time when lines were 

facing a sharp spike in fuel costs.”

In an analysis of the wider market, SeaIntel warned 
that continued weakness in demand growth 
threatened “the optimistic outlook of structural 
market balance in 2020”.

“Demand growth in both the first and second 
quarters has fallen short of the capacity which the 
carriers have taken delivery of, and subsequently 
injected into the market,” SeaIntel said.

“Structurally, this is problematic for the carriers. 
They continue to take delivery of scores of mega-
sized vessels which they have no choice but to inject 
into the key deepsea trades.”

The slowdown in demand growth “virtually 
guarantees” a worsening of overcapacity, SeaIntel 
added. This would leave container lines with the 
choice of operating at low levels of utilisation, 
shifting vessels into trades for which they essentially 
are too big, redelivering charter vessels or laying up 
tonnage temporarily.

“For shippers, this should not be seen as a sign 
that there will be ample capacity available on all 
trades,” SeaIntel said. “It should instead be a clear and 
present warning that the existing services on deepsea 
trades are likely to become quite volatile in terms of 
blank sailings, service changes and service 
cancellations.”

The Lloyd’s List Podcast: Shipping debt, 
ransoms and making a ship 1 km in diameter
THIS week David Osler stands in for Richard Meade 
and talks to chief executive and co-founder Michel 
Löwy of SC Lowy about Italian shipping debt 

transaction and speaks with Menelaus Kouzoupis of 
Stephenson Harwood on cyber security, ransoms 
and making a ship 1 km in diameter.

OPINION

IN OTHER NEWS
Scorpio Bulkers secures $184m loan 
to refinance 12 ships
SCORPIO Bulkers has secured a 
new loan facility of up to $184m 
to refinance 12 of its vessels as 
the Emanuele Lauro-chaired 
bulker operator continues to 
shore up its balance sheet.

The New York-listed company 
has signed up for the five-year 

facility with Nordea and 
Skandinaviska Enskilda Banken. 
It will consist of a term loan of up 
to $104m and a revolver loan of 
up to $80m, according to a 
Scorpio statement.

The facility, which bears an 
interest rate of 2.4% above 
London Interbank Offered Rate 
per annum, will be used to 

finance up to 60% of the market 
value of six ultramax vessels 
(SBI Athena, SBI Thalia, SBI Zeus, 
SBI Hera, SBI Poseidon and SBI 
Apollo) and six kamsarmaxes 
(SBI Conga, SBI Bolero, SBI 
Sousta, SBI Rock, SBI Reggae 
and SBI Mazurka).

Due to close within this quarter, 
the facility is expected to 
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increase Scorpio Bulkers’ 
liquidity by $47m after 
repayment of the vessels’ 
existing debt, the company said.

China Merchants Port issues $1.5bn 
bonds
HONG KONG-listed China 
Merchants Port has issued 
$1.5bn of bonds to finance its 
overseas expansion and support 
its aim to become a world-class 
terminal operator, according to a 
release.

The fixed-coupon guaranteed 
notes consist of two tranches. A 
$900m tranche carries a 
maturity of 5 years and an 
annual interest rate of 4.375%, 
and the remaining $600m is with 
10 years and a rate of 5%. They 
are rated Baa1 by Moody’s and 
BBB by Standard & Poor’s, with 
both giving stable outlook.

CMPort said the $1.5bn issuance 
was the largest in its history. The 
first and second tranches were 
oversubscribed by 3.9 times and 
7.5 times, reflecting investors’ 
confidence in the company.

It added that the proceeds would 
be used to support the daily 
operation, including repayment 
of existing loans.

North Korea flouting sanctions 
through ship-to-ship transfers
NORTH Korea’s use of illicit 
ship-to-ship transfers of 
petroleum products has 
“increased in scope, scale and 
sophistication”, according to a 
UN report on the effect of 
sanctions against the country, 
cited by Reuters.

UN experts said North Korea was 
turning off vessels’ AIS, as well 
as disguising ships and using 
smaller vessels.

The accusations were made in a 
report investigating whether 
North Korea had stopped its 

nuclear and missile programmes, 
which violate UN sanctions.

“(North Korea) has not stopped 
its nuclear and missile 
programmes and continued to 
defy Security Council resolutions 
through a massive increase in 
illicit ship-to-ship transfers of 
petroleum products, as well as 
through transfers of coal at sea 
during 2018,” Reuters cited the 
report as saying.

Djibouti dismisses LCIA ruling as DP 
World terminal dispute wrangles on
DJIBOUTI has rejected the 
London Court of International 
Arbitration’s verdict that its 
seizure of the Dolareh Container 
Terminal from DP World was 
unlawful, reaffirming its position 
that a compensation settlement 
is the only option to bring an end 
to the dispute.

Last week, an LCIA tribunal ruled 
that the original concession 
awarded to DP World for DCT 
remained “valid and binding”, a 
verdict that the Dubai-based 
operator said highlighted “a clear 
violation of the government’s 
contractual obligations”.

The Djiboutian government has 
responded by dismissing the 
tribunal’s decision, saying that 
the agreement contained severe 
irregularities and threatened the 
African country’s national 
interest and sovereignty.

“The Republic of Djibouti did not 
participate in this procedure, 
assuming that LCIA would judge 
this vital litigation based only on 
the legal provisions of a contract 
which contradicts the 
fundamental interests of our 
country,” read a statement 
issued by the Djiboutian 
government.

“The Republic of Djibouti does 
not accept this sentence which 
has ruled that the law of a 

sovereign state cannot be 
enforced by that state,” the 
statement added. Indeed, 
Djibouti said that the LCIA ruling 
suggested that the legal 
provisions of the contract to 
install DP World as the operator 
of DCT, which was agreed in 
2006, were above Djiboutian law.

“Following the arbitrator’s 
reasoning, a sovereign state 
would not have the right to 
terminate a contract considered 
to be working against its 
fundamental interests, whilst the 
co-contractor, DP World, would 
retain the authority to cancel the 
contract to protect its 
commercial interests,” the 
statement continued.

“In other words, a contract would 
have more value than a law 
which had been voted for on 
behalf of a sovereign people.”

Upon ousting DP World from DCT 
and terminating its 
concessionary contract in 
February, Djibouti established a 
public company, the Djibouti 
Ports & Free Zones Authority, to 
take over the managerial and 
operational responsibilities at 
the terminal.

With a new operator in place and 
with the view that DP World is 
trying to oppose the will of a 
sovereign nation, the Djiboutian 
government said that “a fair 
compensatory settlement is the 
only option which is in line with 
the principles of international 
law”.

Last month, Aboubaker Omar 
Hadi, chairman of DPFZA, said 
the east African government was 
prepared to pay “more or less 
half a billion US dollars” to bring 
an end to the dispute.

Following last week’s London 
verdict, DP World chairman and 
chief executive Sultan Ahmed 
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Bin Sulayem told CNBC that the 
ruling, while expected, also 
provided the legal authority the 
operator needed.

Mr Bin Sulayem added that the 
court’s decision also meant that 
all options were open to DP 
World and that he would now 

discuss with advisers before 
proceeding with steps to reach 
compensation.

For classified notices please view the next page.
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