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GULF STREAM: In November 2017, Harry
Sargeant III, a wealthy American businessman, flew
to Venezuela to see about buying some oil. Sargeant,
the former finance chairman of the Florida Republi-
can Party, was looking to purchase a New Jersey as-
phalt plant that needed a steady supply of the heavy
crude that Venezuela has in abundance. Never mind
that the South American country was in the cross-
hairs of the Trump administration.

The trip got off to a worrying start when
Sargeant’s plane was directed to a special hangar
in Caracas and surrounded by soldiers. But what
followed, he says, was privileged treatment, includ-
ing an unexpected meeting the next day with Nico-
las Maduro, Venezuela’s
socialist president. Within
a year, Sargeant had inked
an attractive oilfield
agreement to help raise
plummeting crude pro-
duction in Venezuela,
whose economy is in a
free fall. A new Delaware
company called Erepla
Services LLC, of which
Sargeant is a shareholder,
would rehabilitate three troubled oilfields in ex-
change for almost half the revenue.

“We like high-risk places,” said Sargeant, whose
dealmaking has taken him to hot spots such as Iraq.
The 61-year-old former Marine Corp pilot dis-
cussed the Venezuela deal with Reuters in an exclu-
sive interview in the wood-paneled cigar room of
his mansion in Gulf Stream, an affluent community
on Florida’s east coast.

Sargeant’s timing for the venture turned out to
be lousy: On January 28, just weeks after news
broke of Sargeant’s partnership with Petroleos de
Venezuela SA (PDVSA), the US government un-
leashed tough new sanctions banning Americans
from working with Venezuela’s state-run oil firm. It
was part of a wider US pressure campaign to top-
ple Maduro’s government. Sargeant acknowledges

sanctions have derailed his deal.
Still his willingness to do business with a ruler

the Trump administration seeks to undermine re-
flects a long tradition of oil companies making deals
with disfavored governments around the world.
Prior to the January sanctions, the United States
had been the biggest cash-paying customer for
Venezuela’s oil, importing more than 500,000 bar-
rels daily.

The intended partnership also highlights
Venezuela’s desperation. With Western oil majors
steering clear of new investment there, the country
has turned to China and Russia as well as upstart
firms like Erepla. Maduro has long sought an end to

what he calls an economic
war being waged against
his government by the
United States. His embrace
of an American company
belies his public denuncia-
tions of Trump. “There is
no doubt they wanted to
send a message that
Venezuela was open to
American business,”
Sargeant said. The

Venezuelan government and PDVSA did not re-
spond to emails requesting comment about the
state oil company’s deal with Erepla or Sargeant’s
version of events. 

Face to face with Maduro
Sargeant says his business dealings in Venezuela

date to the late 1980s. A Sargeant family company
claimed in court that it was forced out of
Venezuela’s asphalt business by PDVSA in 2005.
And the firm, records show, once owed a $52 million
judgment to PDVSA. He says he decided to give the
country another shot on his search for heavy crude
because he still had industry contacts there.

The day after Sargeant’s November 2017 ar-
rival, he said, a small convoy of SUVs took him to
a house at the Fuerte Tiuna military base in Cara-

cas. Inside, he said officials showed off a room with
various live snakes, some venomous, on display in
glass cages. Sargeant thought he would be meet-
ing only with a PDVSA official he knew. Instead he
said he found himself face-to-face with Maduro,
whom he said was “friendly but serious.”

Maduro, he said, wanted him to explain why
American companies were not investing in the oil
sector there. And, with the help of a translator, the
Venezuelan president waxed philosophical about
the ravaged economy, Sargeant recalls. “He said
China reinvented itself and the Venezuelans can
reinvent themselves,” Sargeant said. Sargeant did
not end up purchasing the New Jersey asphalt
plant. Instead, a few months later, he and his team
began discussing a production venture with
PDVSA, according to Ali Rahman, a Washington
DC-based executive at Erepla. “We went in saying
‘Hey, we’re an American oil company, we want to
help revitalize the Venezuelan oil sector, and we
want to do it waiving the American flag.’”

Controversial past
Sargeant’s tolerance for risk-taking has taken him

to hazardous corners of the globe where some of his
business dealings have become tangled in investiga-
tions and lawsuits. During the height of the Iraq War,
one of his firms, International Oil Trading Company
(IOTC,) won lucrative contracts from the Defense
Logistics Agency to supply the US military with fuel.

Disputes ensued at the Armed Forces Board of
Contract Appeals. The US government in the civil
proceedings claimed IOTC used “bribery and fraud”
to win permission from the nation of Jordan to trans-
port oil across its territory. IOTC and Jordan denied
those allegations at the time. Early last year the US
government settled, and agreed to pay IOTC $40
million, in what Sargeant says is a full vindication. His
proposed deal with PDVSA is at odds with Repub-
lican Party efforts in his home state of Florida, a key
battleground for the 2020 presidential election and
where an estimated 200,000 Venezuelans have re-
cently settled. —Reuters
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CARACAS: Supporters of Venezuelan President Nicolas Maduro ride their motorcycles in front of the National
Congress. —AFP

France warns of 
Air France-KLM
‘instability’ 
PARIS: France yesterday urged Dutch officials to guard against man-
agement “instability” at Air France-KLM after the Netherlands
upped its stake in the binational holding, putting it on equal footing
with Paris in a bid to gain more oversight over the company. French
Finance Minister Bruno Le Maire accused the Dutch government of
“destroying value and creating instability” after lifting its stake to 14
percent, just shy of the 14.3 percent held by France.

France was caught off guard by the stealth purchases unveiled
this week, and Le Maire said he would demand explanations from
his Dutch counterpart Wopke Hoekstra in Paris on Friday. “Between
two states, which are friendly and close founding members of the
European Union, such behavior is unacceptable,” Le Maire told Pub-
lic Senat television. “It’s not reasonable to remain in this situation,
which benefits nobody,” he added.

The stake purchase comes just weeks after tensions flared over
the renewal of Pieter Elbers as head of the KLM unit, and reports of

Dutch fears that flights would be shifted from Amsterdam-Schiphol
to the Paris’s Charles de Gaulle hub. Le Maire denied that Air France-
KLM was at risk of a divorce, but said he expected Dutch proposals
on how to ease the crisis as CEO Ben Smith tries to improve prof-
itability in Europe’s cutthroat aviation market. “It’s not the French or
Dutch governments that will best manage Air France-KLM, it’s Ben
Smith, Mr Elbers and the Air France-KLM board,” he said. “The
company will do better if we work together,” he said.

Dutch resentment 
Dutch newspaper AD reported yesterday that Prime Minister

Mark Rutte began discussing the Air France-KLM stock buy as early
as 2017 in top-secret meetings with just Hoekstra and two other min-
isters. Alarm bells started ringing after Delta and China Eastern Air-
lines each bought stakes of 8.8 percent in the airline, AD said,
prompting fears of a threat to the status of Amsterdam’s Schiphol
airport as a major European hub.

A series of costly strikes last year by pilots and other staff at Air
France added to concerns that KLM’s profits were being used to
spare the French airline from making painful cost-cutting steps. They
ended only after Smith agreed to multi-year pay increases that an-
alysts said were barely justified by Air France’s finances.

KLM’s operating profit of 1.1 billion euros ($1.25 billion) last year
far outsripped the 266 million reported by Air France — even though

Air France has a fleet of more than 300 planes, compared with
around 170 for KLM. “In an ever more competitive aviation industry,
KLM has watched, flabbergasted, as the French side does everything
it can to avoid change, especially its pilots,” French daily Le Figaro
said in a front-page editorial yesterday.”At a time of rising nation-
alism, this two-speed progress renders things impossible in the al-
liance,” it said.

Board seats? 
Air France-KLM shares fell a further 2.6 percent yesterday to

10.94 euros, after sinking 11.7 percent on Wednesday on news of the
Dutch stake purchase. The Air France-KLM board, after a hastily
convened meeting Wednesday, said it would “closely monitor the
consequences” of the Dutch move. But it remains unclear if it will
give additional seats to Dutch government representatives. The
Dutch have five board seats, compared to 11 for France.

The conflict poses a tricky challenge for Ben Smith, a Canadian
who became the first non-French leader of the holding in September
following the strikes that cost the previous CEO his job. Concerns have
been growing in the Netherlands that Smith is looking to shift more
KLM flights to Paris from Amsterdam in a bid to better compete
against Lufthansa, and British Airways and Iberia owner IAG. “KLM’s
position has been constantly eroded over the past few months,” Hoek-
stra said on Tuesday. “We now have a seat at the table.”  —AFP
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