REPORT R56/2007

PROVISION OF EXPORT FACILITIES FOR BEEs
AT
THE RICHARDS BAY COAL TERMINAL
DIRECTORATE: MINERAL ECONOMICS

REPORT R56/2007

PROVISION OF EXPORT FACILITIES FOR BEEs
AT
THE RICHARDS BAY COAL TERMINAL

DIRECTORATE: MINERAL ECONOMICS

Compiled by:
Xavier Prevost

Issued by and obtainable from
The Director: Mineral Economics, Mineralia Centre,
234 Visagie Street, Pretoria 0001, Private Bag X59, Pretoria 0001
Telephone (012) 317-8573, Telefax (012) 320-4327
Website: http://www.dme.gov.za

DEPARTMENT OF MINERAL RESOURCES

Director-General

Adv. S Nogxina

MINERAL POLICY AND PROMOTION BRANCH

Deputy Director-General

Mr. MA Mngomezulu

MINERAL PROMOTION CHIEF DIRECTORATE

Chief Director

Mr. S Sikhosana

DIRECTORATE MINERAL ECONOMICS

Director

Mr. M Mabuza

Deputy Director: Energy

Mr. L Themba

THIS, THE FIRST EDITION, PUBLISHED IN MARCH 2007

WHEREAS THE GREATEST CARE HAS BEEN TAKEN IN THE COMPILATION OF THE
CONTENTS OF THIS PUBLICATION, THE DEPARTMENT OF MINERALS AND ENERGY DOES
NOT HOLD ITSELF RESPONSIBLE FOR ANY ERRORS OR OMISSIONS

ISBN: 1-919927-50-6

COPYRIGHT RESERVED

CONTENTS

Historical Background

1

The New South African Coal Industry

2

The DME’s Coal Industry Task Team

2

CITT and Phase V

3

The Future Coal Industry and the CITT

4

I

LIST OF ANNEXURES

Annexure 1

TCOA Members -1974

6

Annexure 2

Department of Commerce Exports Approval 1959

7

Annexure 3

TCOA Coal Exports Request - 1974

8

Annexure 4

The Vexed Question of Reserves

9

Annexure 5

Exports Permits or Quotas

10

Annexure 6

RBCT Invitation for Phase V Allocations

11

II
HISTORICAL BACKGROUND
When the idea of exporting South African coal to Europe was first
considered, in the mid 1960s, the coal mines required long-term contracts
that European coal customers were reluctant to sign. Furthermore, in
order to reduce the freight rate and thus make South African coal exports
competitive in the European market, the coal had to be transported in
large vessels of 100 000 t or more. None of the South African harbors
were then suited for that draught.
The available capacity in South African harbors, built during World War 2,
was unable to handle the draught of such large vessels, and therefore a
new deepwater harbor was required and of the five sites selected,
Richards Bay was found the most suitable. The design for the new port
was submitted to the Railways and Harbors Administration in 1971.
The 26 collieries of the then Transvaal Coal Owners Association (TCOA)
founded in 1923, applied for and obtained Governmental approval for the
export of 109 Mt of bituminous coal at an annual rate of not more than 9
Mt, in 1976.
As a result of the work of renowned metallurgists, such as David Horsfall,
the idea of “washing” or beneficiating low quality (high ash) run-of-mine
coals into exportable products such as low-ash coal (7 to 7.5% ash) for
the Japanese steel mills and power station steam coal smalls (pps) with
13 to 15% ash for European customers, became a reality.
The other major requirement was a rail line to move coal from the mines
to the new port. The surveying of the line began in 1965 and after many
years of hard and difficult work, a train, using the line built between
Broodsnyersplaas and Richards Bay, with 50 wagons carrying 3 724 t of
export coal arrived to the terminal on 23 January 1976. This line was
almost from the launch pressurised by its own and the Terminal’s
successes and therefore more trains and larger tonnages were essential,
making it subject to many upgrades. In 1996, the line then known as
COALlink, became acknowledged as a world-class system of transporting
coal to Richards Bay. This line now moves 2,5km-long trains with 200
wagons carrying up to 17kt of coal to the Terminal.
The company that has yielded fortunes for Richards Bay, the Richards Bay
Coal Terminal (RBCT) was created on 30 December 1973 in the TCOA
boardroom. The RBCT was formed to export 12 Mt per annum in Phase I.
In 1978 it was expanded to 24 Mt/a (Phase II) and in 1984 to 44 Mt/a. In
1991, capacity was upgraded to 53 Mt/a and in 1992, without any major
expenditure, throughput was increased again to 63 Mt/a, while in 1997 a
further capacity increase to 69 Mt/a was carried out. In early 2000 a
brownfields expansion (BFE) took the terminal to 72 Mt/a. The latest

expansion, Phase V, will give RBCT a total capacity of 91 Mt/a by mid
2009.
1
Few changes to the terminal’s shareholders have been made since its
beginning in 1973. Most of the six original companies have remained
shareholders, although they have gone through mergers and namechanges. The only newcomers are Total Coal, (joined in Phase II) and
Sasol (joined during the BFE expansion). The remaining four: BHPB
(37%), Anglo Coal (27%), Xstrata Coal (29%), and Kangra (2%) were all
part of the first shareholder’s group. Eyesizwe Coal was created, from
collieries owned by Anglo and BHPB collieries and therefore received
portions of their quotas.
THE NEW SOUTH AFRICAN COAL INDUSTRY
Since the advent of the new MPRDA, a number of small BEE coal
companies have been launched. In order to improve their revenue, the
majority have aspired to become coal exporters. Because of the
previously described structure of RBCT, and the high rail and port
handling costs attached to exporting from the other two terminals –
Durban BC and Maputo TCM – most were left with only one choice; to sell
their export coal to a RBCT shareholder or to a coal trader with an RBCT
allocation. In both instances, the BEE producer would make only a very
small profit from coal that usually sold for four to five times more than its
equivalent in the local market. This state of affairs, although originally
accepted as a fait accompli when only very few small “independent”
companies existed and the bulk of the production (more that 80%) was in
the hands of the “majors” (companies with vast resources and many
mines) created much discontent between the new potential exporters,
who were unable to fulfill their aspirations entirely.
THE DME’S COAL INDUSTRY TASK TEAM
The Coal Export Forum of the DME took place in Pretoria on 1 August
2002. The participants agreed that there was an immediate and urgent
need for BEE coal export producers to obtain access to existing coal
export infrastructure, and to procure larger and more permanent coal
exporting facilities for future coal exports.
The DME had invited the entire coal mining industry to attend the Forum.
Many of the participants present were particularly outspoken about the
fact that it was then impossible for non-RBCT shareholders to use the
Terminal, unless the newcomer was prepared to negotiate for a portion of
a shareholder’s quota, paying normal terminal handling fees plus a fee to
the shareholder for the privilege of using RBCT. Although the RBCT was
built by the shareholders for the use of the shareholders only, this
situation was considered unfair, especially for the owners of new collieries
who, faced with heavy financial obligations were trying to break into the
export arena where coal prices are much higher than in the local market.

By the end of the Forum it was clear that all the participants, including
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some of the RBCT shareholders, were avidly seeking a solution to the
problem. However, with so many participants, this Forum did not appear
to be appropriate venue for this to take place. Consequently, as a followup to the Coal Export Forum, a smaller group, the Coal Industry Task
Team (CITT), was appointed to solve the impasse.
The CITT began negotiations with the RBCT and infrastructure service
providers, e.g. Spoornet and the National Port Authority (NPA), in
September 2002. After many meetings and discussions, the RBCT agreed
to part with a million tons of coal and give it to the CITT for the financial
year 2002/2003. This tonnage was made available too late during that
year and as a result, the four applicants utilised only 300kt. The allocation
was made to assess whether BEE coal companies really had the elements
required to become successful exporters. Before the end of that year, it
became clear that smaller and smarter BEE companies were able to make
inroads into the export market. It was also proven that BEE coal mines
required more capacity than 1 Mt/a. In June, 2003, RBCT’s shareholders
offered an incremental allocation growing by 1 Mt yearly, from 1 Mt for
the financial year (April/March) 2002/2003 to 4 Mt/a for 2006/2007.
During the second year, 2003/2004, 14 companies submitted applications
and the 2 Mt/a were fully utilised. The third year, 28 companies applied,
but only 17 qualified. Last year’s 4 Mt/a were shared by 18 BEE
companies. Percentage-wise, the CITT companies, during the last two
years, have exported more than their RBCT counterparts.
The CITT is now running its successful fifth year of exports. There are
many more potential exporters queuing for allocation, hence the 4 Mt/a
available for 2007/2008 will not be enough for all the applicants and other
solutions are being sought from the RBCT’s shareholders and elsewhere.
Because of the complications involved in the logistics of moving coal from
small producers and integrating these small stockpiles into larger
tonnages capable of using existing RBCT facilities, an export facilitator
was appointed by the CITT. Mhlatuze Coal Administrators (MCA) has been
in operation for five years now and has proven to be an asset to the
group and the RBCT. Many long hours of negotiations between the
existing shareholders, the RBCT Board and other parties have avoided the
chaos that could have resulted with too many coal grades and qualities
being stored in too few stockpiles.
CITT AND PHASE V
As a result of the proof given by the CITT, that smaller coal mines also
have a potential for exports, the long-awaited expansion of the RBCT,
also known as Phase V, was finally approved in Nov 2006. Phase V, as
described by the RBCT, was mainly launched to accommodate the new
BEE coal companies.
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Phase V, increasing the RBCT capacity from 72 Mt/a to 91 Mt/a will
provide 19 Mt/a for new entrants to the coal export industry. This new
capacity will become available by mid 2009. The invitation to apply for the
allocation was issued late last year by Alexander Forbes (AF), the
allocating company and a workshop was held in September 2006 to clarify
the requirements essential for new coal exporters.
The deadline for the submission of applications was the end of November
2006. About 27 companies applied for allocations. The 9 Mt/a available
were oversubscribed. The tonnage requested was almost twice more than
what was available. (Total tonnages not yet published by AF).
The configuration of the new RBCT will consist of the previous
shareholders with a total tonnage of 72 Mt/a, the new shareholders or
users with 9 Mt/a of capacity (this tonnage will be allocated by March
2007), the previously known South Dunes Coal Terminal (SDCT) with 6
Mt/a and 4 Mt/a currently used by the CITT. Due to long delays in the
implementation of SDCT, a part of the previous shareholders have ceased
to exist, necessitating a new structure for this group. A few, if not all, of
the present companies with CITT allocation, will move
up to larger tonnages as RBCT shareholders or users of the 9 Mt/a. As a
result, some of the 4 Mt/a allocation will again be available for new BEE
coal companies.
THE FUTURE COAL INDUSTRY AND THE CITT
The CITT will continue to play a key role in the introduction of BEEs to the
South African coal industry. There is also the possibility that the new
group of exporters, using the Phase V allocation, will be in need of a
logistics export facilitator. Mhlatuze, CITT’s Administrator, with experience
in handling small coal mines, is an excellent choice for this role.
The extra tonnages required for Phase V will, as an added benefit be
supporting the new entrants in the export industry. Not only will coal
exports from South Africa grow, but by-products of coal “washing” to
increase quality needed to export, other coal fractions, not suitable for
export, will be sold in the South African market.
Since its small beginnings in 2002, the CITT has become a sophisticated
export facilitator. As a result of the assistance given to BEEs entering the
export market, these new mines have become financially feasible.
Advantage gained in the export arena can also be extended to other
areas. The next step will be to assist BEE coal mining companies to make
the best use of their coal products, destined for the inland market. Most
of this coal finds its way to Eskom’s boilers to fuel the World’s cheapest
electricity. There are many more users of coal in the local industry and
some, although in need of smaller tonnages, require better quality coal.
In the metallurgical industry, for example, there is a strong need for
reductants or carbon-rich coals to convert metallic ores to metals. The
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market for these and other products can be successfully exploited by the
new BEE coal miners and, although the tonnages are limited they provide
an easy forum for “niche” products.
The outstanding work of the CITT can only be completed when the South
African mining industry extracts, by conventional mining methods, its last
ton of mineable coal beyond the year 2055.

REFERENCES
Capacity Crunch – Mining Weekly 03-June 2005.
Coal May surpass Oil as best Energy Performing Investment – Bloomberg
3 July 2006
Empowered Companies Aim for Share in Expanding Terminal – Mining
Weekly 27 March 2006.
Richards Bay Coal Terminal – A History From 1976 – 2001 BJ Barker
Cape Town 2000.
Solving SA Coal Conundrum –Miningmx 22 Aug 2006

5

Annexure 1

6

Annexure 2

7

Annexure 3

8

Annexure 4

9

Annexure 5

10

Annexure 6

11

