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Nigeria’s march 
into Uganda
There could be a heavy Nigerian pres-

ence in Uganda’s oil industry after 
three companies from the West Afri-

can country handed in bids for a number of 
oil blocs that Uganda has put on offer. 

The entry of three Nigerian oil companies - 
Oranto Petroleum International Limited, Ni-
ger Delta Petroleum Resources Limited, and 
WalterSmith Petroman Oil Limited – could 
come as a game-changer in the West African 
nation’s relations in Uganda, and realign the 
fortunes of Nigerian businesses in Uganda, 
where making money has been tough.

Nigerian firms such as AOS Orwell, which 
specialises in the construction of oil wells 
and drilling, came to Uganda earlier, expect-
ing to strike a couple of deals within the 
mid-stream sector. But with oil activities in 
Uganda having been put on ice for much of 
the last five years, the company simply has 
been left with nothing but a letter box and 
address in the capital Kampala, with hardly 
any work being done.

Other Nigeria-owned financial firms such 
Bank PHB, Global Trust Bank, owned by 
Industrial and General Insurance, bought 
controlling stakes in Ugandan financial insti-
tutions between 2008 and 2010, partly peg-

ging their hopes on an impending oil boom 
in Uganda. However, neither Bank PHB, 
which bought a controlling stake in Orient 
bank, nor Global Trust Bank that snapped up 
Commercial Microfinance Limited, were in 
operation five years after entering Uganda, 
as a cocktail of problems back in Nigeria and 
low business volumes in Uganda, led to their 
collapse.

Those Nigerian firms that have stayed 
and ridden the storm of low activities in 
the oil sector have not had it easy. Take 
the United Bank for Africa, which is yet to 
break even in Uganda, more than five years 
since it launched in the market. The Nigeri-
an-owned bank remains financially in the 
red after years of loss-making because the 
main segment it targeted – financing oil ac-
tivities – has been in slumber. 

Then there is NIC Holdings Limited, which 
is also owned by Industrial and General In-
surance, that saw its profitability drop in 
2014, compared to the year before, accord-
ing to the latest available figures. While an-
nouncing its rights issue in late 2013, Folayan 
Bayo, NIC’s managing director, said the mon-
ey they were looking for was to partly posi-
tion the company for the oil and gas sector. 

Elly Karuhanga(L), the chairman of the Uganda Chamber of Mines and Petroleum, meets Tony 
Elumelu, the owner of UBA Group. Looking on is Wilbrod Owor, the former CEO of UBA Uganda

“The funds from the rights issue will be 
used to expand our business and in the 
process increase its turnover and market 
share. In the same vein, we want to get 
ourselves prepared to be able to take ad-
vantage of the emerging opportunities 
in the oil and energy sector,” he said. The 
company’s share price on the Uganda 
Securities Exchange remains battered, 
though. 

Fred Kabagambe-Kaliisa, the permanent 
secretary in the ministry of Energy, issued 
a statement recently, saying the evaluation 
of the bids will be primarily based on the 
proposed work program, technical and fi-
nancial capability, national content, health 
safety and environment, proposed royalty 
and signature bonus. He added that the 
government would conclude the licens-
ing round by negotiating with successful 
bidders and sign the production sharing 
agreements and award exploration licens-
es by the end of June 2016.

A number of West African companies 
are already positioning themselves to tap 
into the oil sector. For example, recently, 
UBA bank, which continues to send a mes-
sage to the market that it has the financial 
muscle to finance heavy activities in the 
oil industry, carried out a management 
shake-up, where its chief executive officer, 
Wilbrod Owor, a Ugandan, was fired as the 
company seeks to turn around its fortunes. 

A team of managers from UBA’s head-
quarters in Nigeria were in Uganda recent-
ly where it is believed they were laying 
the ground for a new replacement for the 
bank’s top most position. It is expected a 
Nigerian could take over.

Also, Tony Elumelu, the owner of UBA 
group, was in Uganda in June last year, 
where he had a meeting with President 
Yoweri Museveni and pledged to invest 
more money in the country. 

Nigerian companies that wish to en-
ter Uganda could find some soft landing, 
though; at least the three main oil compa-
nies operating in the country have some 
links to West Africa. For example, China’s 
CNOOC, which is developing the Kingfisher 
oil field, has its key African assets in two 
countries – Uganda and Nigeria. In Novem-
ber last year, Total E&P hired Fayemi Ade-
wale, a Nigerian, as the general manager 
of its Uganda unit at a time when the coun-
try’s oil industry is heading to the critical 
stage of development. Tullow Oil’s exploits 
in Ghana has made it an experienced play-
er in the West African market and is well-
known to businesses in that region.

Nigeria is one of the biggest oil exporters 
in Africa. With a gross domestic product of 
more than $500 billion, it dwarfs Uganda’s 
$24 billion.
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ELEcTrIcITY

The World Bank has raised 
questions over the impact 
of the Isimba hydropower 

project on the Kalagala offset, a pro-
gramme that remains crucial towards 
the protection of the Mabira ecosys-
tem, which holds Uganda’s largest 
forest. 

A team of World Bank officials 
toured the Isimba hydropower proj-
ect sometime between March 7 and 
11 to “gain a better understanding of 
how the project is progressing rel-
ative to the impact on the Kalagala 
Offset Area,” according to a state-
ment from the bank. 

The bank, however, added that it 
“remains deeply concerned about 
the potential impact of the Isimba 
Hydropower Project on the Kalagala 
Falls Site, and we have shared our 
concern with the Government of 
Uganda on a number of occasions.”

China Water and Electric Corpo-
ration are the contractors for the 
183MW Isimba project. The Isimba 
project is just 40 kilometres down-
stream from the 250MW Bujagali hy-
dropower project. 

The World Bank remains keen on 
the Kalagala offset after it signed an 
indemnity agreement with govern-

World Bank retains concerns 
over Isimba power dam

ment in July 2007, which led to the a sus-
tainable management plan (2010 – 2019) 
for Kalagala offset. 

One of the issues within the indemnity 
agreement was that government would 
commit not to develop power generation 
that could adversely affect the ability to 
maintain the Kalagala falls. 

The indemnity agreement already 
recognised that the Bujagali project, in 
which the World Bank has made invest-

ments, would lead to negative effects on 
the Kalagala area; the 2010 sustainable 
plan was designed to stop any further hy-
dropower generation from impacting the 
area. 

The World Bank statement noted that the 
full impacts of the Isimba dam on the Kala-
gala Offset Area will be determined after 
the completion of the Environmental and 
Social Impact Assessment Addendum ex-
pected before the end of 2016.

Umeme Limited released its finan-
cial results for 2015, where it made 
Shs 105.9bn in net profit, up from 
Shs 70.5bn the year before, although 
the company remains concerned over 
government’s failure to refinance the 
escrow account that the power utility 
firm falls back on in incidents of lost 
revenue. 

Umeme noted in its financial state-
ment that it had lost money after the 
Electricity Regulatory Authority insti-
tuted amendments in the policy of 
how the tariff should be calculated. 
However, it is not clear whether the 
money lost through these amend-
ments can be recovered from the es-
crow account. 

Umeme does not say how much 
money it lost as a result of ERA’s ac-
tion. 

“The company has recognized this 
revenue and intends to utilise the 
contractual remedies available to it 

under the concession agreements in 
compensating the company for any 
unrecovered costs incurred as a result 
of the amendments,” it noted in its 
annual report for 2015. Umeme then 
added: “In this connection, it will be 
noted that the Escrow Account re-
mains unfunded.”

In its annual report for 2014, 
Umeme pointed out that by Decem-
ber that year, it had not recovered Shs 
5.9bn billion from the escrow account 
relating to the costs it incurred from 
the capital assets decommissioned 
from the distribution network. The 
company did not recover this mon-
ey because the escrow account was 
empty.

Umeme said it was consulting the 
ministry of Finance, Planning and 
Economic Development on how to re-
finance the escrow account. 

Although initially the Uganda Elec-
tricity Distribution Company Limited 

Umeme makes profit but still
troubled over escrow account 

funded the escrow account, Umeme took over 
that role by making monthly deposits for rent-
ing UEDCL’s assets. While UEDCL owned the ac-
count, it was supposed to serve the purpose of 
being Umeme’s fallback position in the event of 
lost revenue.

The escrow account was opened in Citi bank 
after Umeme signed an agreement with govern-
ment in 2005. The account had to maintain a 
cash ceiling of $20 million. It has been empty for 
the last two years. 

The current state of affairs at Isimba hydropower dam
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Access Power has started constructing a 10MW 
solar power plant in Soroti, describing it as 
the biggest in East Africa. Construction of the 

plant is expected to be completed in July, with the 
power connected on the national grid. The total proj-
ect cost is $19 million.

Using funds from a number of European institutions, 
Access Power’s 10MW solar project is the first to be 
launched under the GETFiT programme, which is fi-
nanced by the United Kingdom, Norway, the World 
Bank and the European Union. The programme sup-
ports renewable projects that have a capacity of less 
than 20MW.

The largest financiers of the Soroti solar plant are 
the European Union, which contributed 8.7 million 
Euros, and Netherland’s FMO, which came in with a 
loan of $5.35 million. The EU says its grant “will bridge 
the profitability gap needed to stimulate the invest-
ment of the private sector through equity.”

The Soroti project has a design life of 30 years, and 
has the capacity to expand as its sub-station is able 
to handle a further 20MW of solar energy. Kristian 
Schmidt, the head of delegation of the European 
Union in Uganda, explained that the Soroti solar plant 
is not a stand-alone.

“In fact, we hope it will be the first in many future 
solar plants, helping to diversify Uganda’s electricity 
mix, reducing the current high dependency on hydro-
power and the need for thermal generation, while re-
ducing the emission of greenhouse gases and making 
Uganda more resilient to climate change,” he said. 
“We expect solar energy to improve grid stability and 
energy efficiency and reduce the losses in the trans-
mission and distribution grid.”

Schmidt said Uganda needed to do more to attract 
more investors to put up solar projects.

“For grid-connected solar projects for instance, the 
applicable tax treatment and standard contractual 
agreements already agreed could be improved to 
keep Uganda’s reputation as a stable, reliable and at-
tractive environment for private sector investment,” 
he said, hinting at a call for a lower tax or tax break for 
these sort of projects.

For the off-grid projects, Schmidt noted: “These are 
heavily influenced by grid extensions, pricing issues, 
premiums for renewable energy and, most important-
ly, accurate grid access. As we know and agree, the 
aim of sustainable energy for all can only be achieved 
by also investing in decentralised off-grid systems.”

Access Power builds largest 
East Africa solar plant
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KENYa

President Yoweri Museveni must 
be a conflicted man when it 
comes to deciding which route 

an oil export pipeline from Hoima to 
an East African coast should take. That 
conflict runs even deeper considering 
that Uganda did not want the pipeline 
in the first place and only agreed to it 
reluctantly because the oil companies 
operating in Uganda pushed for it. 

To think that Museveni holds the 
trump card on whether Uganda’s crude 
oil pipeline should either go through 
the Kenyan port of Lamu or Tanzania’s 
Tanga is a position he would rather not 
be in. 

Museveni held separate meetings 
with Tanzania’s President John Pombe 
Magufuli and Kenya’s Uhuru Kenyatta 
in the month of March, all of which left 
most people guessing on his decision 
over the pipeline route. 

While the pipeline route should be in-
formed by two separate reports show-
ing the cost of building it, it could likely 
be decided by just where Museveni’s 
interest lies. 

If he had his wish, the signs are that 
Museveni would wish for the pipeline 
to go through the Kenyan port of Lamu. 
If for nothing else, Museveni would 
consider it as a gesture of friendship 
with Uhuru Kenyatta. 

Museveni just has to remember how 
Uganda has struggled to get East Afri-
can partners for the oil refinery. With 
Tanzania shying away, it is only Kenya 
that has agreed to buy a 2.5 per cent 
stake in the refinery. 

There is some bit of history between 
Uganda and Kenya trying to build a 
regional pipeline. The two countries 
simply have to look at the delays and 
mistakes that informed plans to build a 
petroleum pipeline between Eldoret in 
Kenya and Kampala, Uganda, after they 
handed over the tender to the Libyan 
firm, Tamoil East Africa. It is suspect-
ed that the two countries have learnt 
lessons over what failed that project 
besides the mayhem that defined the 

Kenya’s Kerio basin off to a good oil start
Kenya has a new oil basin to be proud of 

after Tullow Oil and its partner, Africa Oil, 
encountered “good oil shows” after drilling 
the Cheptuket-1 well in Block 12A, the first 
of what could be many more in the Kerio 
valley.

Africa Oil released a statement noting that 
“The objective of the well was to establish a 
working petroleum system and test a struc-
tural closure in the south-western part of 

the basin. The strong oil shows encountered 
in Cheptuket-1 indicates the presence of an 
active petroleum system with significant oil 
generation and represents the most signifi-
cant well result to date in Kenya outside the 
South Lokichar basin.” 

Africa Oil holds a 20 per cent interest in 
Block 12A with Tullow, as operator, holding 
40 per cent. Delonex Energy holds the re-
maining 40 per cent interest.

Kenya is still trying to discover the kind of 
oil that could make commercial sense. The 
country has discovered about 600 million 
barrels of oil. 

The success of oil wells such as Chep-
tuket-1 is encouraging for East Africa’s larg-
est economy to attract the kind of oil ma-
jors that can pump the type of investment 
needed to put up strong infrastructure for 
the industry.

Kenyatta’s crude pipeline 
headache with Museveni

Arab Spring, which finally toppled Libya’s 
Muammar Gadaffi, ultimately dashing 
Tamoil’s hopes.  Also, an evangelist of East 
African integration, Museveni knows too 
well that a pipeline through Kenya, which 
connects with one from South Sudan be-
fore its last point at Lamu port, would be 
the first truly regional infrastructure that 
brings together three countries. Museveni 
has played a key role in maintaining stabil-
ity in South Sudan for more than a decade. 

The Lamu route is the one that Tullow 
Oil prefers as it would raise the profile of 
its oil finds in the Lokichar basin since the 
crude oil pipeline would be constructed 
nearby. 

But there are issues with this route. To-
tal E&P, the French firm advocating for the 
Tanzania route, feels the route to Lamu 
poses a security threat from Somali insur-
gents prowling around the area. 

That reason might, however, not fly with 
Museveni – if Museveni can send military 
troops to war-torn Somali and the jungles 
of Central African Republic to hunt down 
rebels, then offering security to an export 
pipeline in the largely-peaceful Kenya 
should not be a problem. It is almost im-
plausible to think that Museveni will be 
shaken by a security threat on the pipeline 
inside Kenya. 

Museveni, therefore, has other fears 

over the Kenyan route. There is the Tullow 
Oil factor. Ever since, in early 2013, a Lon-
don court heard allegations that Tullow 
Oil suspected Museveni would get a $50 
million bribe for an oil block, the compa-
ny’s relationship with the president was 
almost irreparable. Tullow Oil was forced 
to write a letter of apology to Museveni 
over the allegations that Heritage Oil had 
made, although it is not clear whether 
Museveni has forgiven them for that. 

Museveni also knows Tullow Oil does 
not have the financial muscle to build the 
pipeline, whose cost is estimated at about 
$4 billion. 

Tullow Oil, in addition, has had issues in 
northern Kenya in the past. In late 2013, 
the UK firm suspended operations in 
northern Kenyan after locals there pro-
tested against being denied jobs. There 
could be clashes over land there. 

All this leaves Museveni with little op-
tion but to hand the pipeline to the Tan-
zanians. The only thing that Museveni has 
to consider over Tanzania is that Total E&P 
has the money to carry the project on its 
shoulder and see it to the end. The Tanza-
nia route comes with far less pressure on 
the Museveni presidency compared to the 
Kenyan connection. 

Still, Museveni has a hard choice to 
make. 

President Museveni (L) shakes hands with Kenya’s Uhuru as Tanzania’s Magufuli looks on. 
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Acacia’s long-running
tax disputes finally end

Acacia Mining, formerly known as Afri-
can Barrick Gold, arguably the largest 
mining entity operating in Tanzania, 

is in a game of you-win-some-and-lose some 
with the coutry’s tax authorities, as a series of 
tax disputes finally come to a close, leaving the 
company’s image shaken. 

In early March, Acacia Mining said it had 
signed a memorandum of understanding with 
Tanzania Revenue Authority, where it noted 
that it would start paying corporate tax this 
year. The mining firm said it would “bring 
forward the payment of corporate tax by ap-
proximately three years.” The company said it 
initiated the discussions that led to the signing 
of the MOU.

The company noted that “the taxable income 
generated over [the three years it is bringing 
forward] would in the first instance be offset 
by around $80 million, which was treated as 
a prepayment of corporate tax against any of 
Acacia’s operating entities.” 

Acacia said it would prepay $20 million in 
corporate tax in 2016, and it is “expected to 
serve as a basis for the amounts to be agreed 
and prepaid in future years…” Payment will be 
split in the four yearly quarters, with the com-

Tanzania pushes for coal
as Edenville gets license

Swala reveals East 
Africa plans

Edenville Energy, a UK energy com-
pany, will start searching for commer-
cial coal deposits at the Rukwa coal 
deposit within the next three months 
after the government formally handed 
it a 10-year mining licence. 

According to the terms agreed with 
the government, Edenville is expect-
ed to start producing coal within 18 
months from the date the license was 
granted. 

Rufus Short, CEO of Edenville, said 
officials of the Tanzanian government 
“have expressed the strong desire to 
see Edenville commence preparatory 
groundworks within the next three 
months, followed by a formal open-
ing ceremony to ‘break ground’ in 
Q3 2016 and commercial production 
within 18 months.”

He explained that the company is 
currently engaged in discussions with 
the energy ministry and the Tanzania 
Electric Supply Company Limited that 
could lead to the signing of a frame-
work agreement to allow negotiations 
for a Power Purchase Agreement and 
Transmission Line Agreement to for-
mally commence.

The award of the license to Edenville 
points to Tanzania’s strong push to 
develop its coal resources. For exam-

ple, in January, Rukwa Coal Limited, a 
subsidiary of Kibo Mining Plc, received 
three new prospecting licenses from 
the government, which, the parent 
company announced, will widen the 
109 million tonne Mbeya Coal mineral 
resource. 

Kibo has already hired Tractebel 
Engineering to carry out a definitive 
feasibility study for the Mbeya Coal to 
Power Project, which could lead to a 
250-300MW plant being established. 
A pre-feasibility study noted that 
Mbeya could achieve annual revenues 
of $48 million, with a profit margin of 
$24 million to $27 million a year.

Edenville also noted that it intends to 
commission a final bankable feasibility 
study for its project. Sourcing for mon-
ey remains one of Edenville’s biggest 
tasks. The company announced that 
“since the grant of the mining licence 
it has moved forward discussions with 
numerous potential investors and is 
considering options for sourcing and 
structure of project debt and equity.”

Edenville will have to carry on with 
those discussions without Sally Scho-
field, its non-executive chairperson, 
who resigned recently citing personal 
reasons.

By making it to the final shortlist of the sev-
en companies that qualified to bid for licenses 
within Uganda’s oil industry, Swala Energy reaf-
firmed its aggressiveness to spread throughout 
East Africa as it cemented its presence in Ugan-
da, Kenya and Tanzania. 

The company released its investment note 
last month, titled Moving to drill, where it 
noted that it had made applications for two li-
censes in Uganda – the Karuka-Taitai and the 
Kanywataba. The company said it was ready 
to negotiate the terms of the licenses, which 
could be slated for April. 

In Kenya, where Swala owns the license to 
Block 12B, the company said it had received 
government approval to conduct exploration 
in the untouched Nyanza basin. Swala said 
that the use of the full tensor gravity survey, a 
technology that assesses different components 
in wide gravity, will “increase [its] chances of 
success.”

Swala Energy is keeping its fingers crossed 
that its license at Kito in the Kilosa-Kilombe-
ro could bring it some success as the wells it 
is targeting form part of the East African rift 
basin where Uganda’s successful Lake Albert 
basin is located. The company said leads had 
been identified at Kito and that a well would be 
drilled in the third quarter of this year. Swala 
said it was securing a rig for the well. The com-
pany says most of the roads and bridges are 
suitable to move the rig to the Kito site.

pany saying it had already paid $5 million. 
Brad Gordon, the CEO of Acacia Mining, 

said: “We believe that our business is of a 
scale and maturity that it should be pay-
ing a fair level of corporate taxes as part 
of our contribution to the Tanzanian econ-
omy. We believe this agreement is mutu-
ally beneficial for all parties as we receive 
greater certainty over future VAT receipts 
and Tanzania sees an earlier corporate tax 
contribution from Acacia than previously 
envisaged.” Acacia’s total tax contribution 

in 2014 was an estimated $179 million. It 
paid $109 million in net tax in 2015.

Less than four weeks later on March 31, 
however, the Tax Appeals Tribunal, deliv-
ered a ruling that noted that Acacia Mining 
was involved in tax evasion schemes, and 
ordered it to pay $41.25 million in with-
holding tax for the three years to 2013.

Acacia said the judgment was “funda-
mentally flawed” and was going to appeal 
against it. 

A miner in one of Acacia’s gold mines in Tanzania
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UPcOMING EVENTS

PEOPLE TO WaTch

Harrison 
Mutikanga

Paul 
Mubiru

Harrison Mutikanga, the chief 
executive officer of Uganda 
Electricity Generation Company 
Limited, is the man in the eye of 
the storm of the alleged shoddy 
works at the Karuma and Isim-
ba dams, which are being con-
structed by Chinese contractors. 

Mutikanga, who took over 
the top job at the generation 
company in December 2014, 
has promised to turn around 
the image of the company and 
bring about efficiency. His crit-
ical stance over the works at 
Karuma and Isimba could send a 
message of just what is in store 
should investors rub him the 
wrong way.

Paul Mubiru, one of the longest-serv-
ing top technocrats at the ministry of 
Energy, who was once thought to be 
among those that could take over the 
position of permanent secretary once 
Fred Kabagambe-Kaliisa leaves, has 
been suspended over questionable 
works at Isimba and Karuma power 
dams. 

Mubiru’s suspension is a dramatic fall 
from grace for a man who once con-
fessed to indiscipline to the manner in 
which the ministry handled finances. 

It is not clear how long Mubiru will 
remain suspended, but, whatever the 
case, his return, if approved, would 
place him on a collision course with 
some officials at the ministry who blew 
the whistle on the shoddy works at the 
dams.

The biggest story in Uganda’s energy industry 
at the moment is the quality of work at two Chi-
nese-contracted power dams – Karuma and Isimba 
– and the grumbling between technocrats at the 
ministry of Energy, all of which have the potential 
of delaying the generation of power in the country. 

Allegations of some government officials soliciting 
for bribes to mask what was claimed to be shoddy 
work at one of the power dams has again cast light 
on a storyline that is not new in Uganda’s energy 
history. 

These allegations saw Irene Muloni, the minister, 
make an on-spot inspection at the two dams, where 
she found that the quality of work was not convinc-
ing. Sinohydro is building the 600MW power dam, 
while China International and Water Electric Corpo-
ration is constructing the 183MW Isimba dam. 

The tension among officials at the ministry of En-
ergy is something to worry about. Accusations of 
seeking bribes send a wrong image at a time when 
Uganda is trying to attract more investors to put up 
power plants in the country.

Bribes, if proved, shield fraudulent transactions, 
create a sense of impunity on both sides of the con-
tractor and the supervisor, and ultimately lead to 
errors that the public might pay for through higher 
tariffs, at the very least.  

On the political scene, sporadic clashes in the 
western town of Kasese, and the continued deten-
tion of opposition leader Dr Kizza Besigye, caught 
the eye of some diplomatic officials, although we 
remain confident that the government has to some 
extent managed to diffuse this tension. We are, 
however, cautious over what the opposition could 
come up with, and government’s reaction towards 
that, in the run-up to the presidential swearing-in 
ceremony on May 12. 

For now, we feel Uganda is gradually emerging out 
of the heated political season with few bruises.

Writers: 
Jeff Mbanga +256 794 861991
assad Mugenyi+256 702 428612

You can follow us on:

 Twitter: @DeepEarthInt  
 Facebook: 
 Deep Earth International
 jeffmbanga@gmail.com
 amugenyi@gmail.com
 Website: www.deepearthint.com

The 13th Northern Corridor Infrastructure Summit is slated for April 22 – 23 in 
Kampala. The summit will discuss the progress of implementing some projects 
such as petroleum pipelines

The Uganda Chamber of Mines and Petroleum will hold its second annual oil 
and gas convention at Kampala Serena hotel on April 27 - 28. The conference is 
meant to unveil the opportunities for suppliers and sub-contractors about the 
opportunities in the oil and gas sector 

The Uganda Chamber of Mines and Petroleum will also hold the Karamoja 
Symposium in early May in Kampala to discuss the opportunities in mineral-rich 
Karamoja


