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EXECUTIVE SUMMARY

Total E&P’s agreement to ac-
quire Tullow Oil’s assets in 
Uganda’s Lake Albert basin 
headlines our December 
2016 edition. The transac-

tion changes the oil and gas landscape 
in Uganda, where the country finally 
has an oil major taking the lead in de-
veloping the industry. 

In the mining sector, President Yow-
eri Museveni’s New Year’s message yet 
again called for the registration of artis-
anal miners. The call comes as Uganda 
looks for a solution to resolve the land 
conflicts between junior companies and 
artisanal miners. 

One of the biggest stories in Uganda’s 
electricity industry involves the negoti-
ations that government is holding with 
the World Bank’s International Finance 
Corporation over the restructuring of 
the loans given to the Bujagali hydro-
power project. We have spoken to our 
sources to tell us what exactly is at stake 
in these negotiations, and when the 
two parties are likely to come to a for-
mal conclusion. 

The launch of the 10MW solar power 
plant in Soroti in eastern Uganda might 
just have motivated other companies 
to follow up with similar plans. This re-
port offers the latest development on 
Emerging Power Limited, which seeks 
to put up a 15MW power plant in Ma-
yuge district. The company already has 
the blessing of Busoga kingdom, accord-
ing to our sources. 

The growth in solar power production 
is not expected to reduce the power 
tariffs in the country, though, because 
of the high costs of operation involved. 
However, there have been suggestions 
that government should subsidise solar 

projects so that the communities that 
host the plants are charged a lower tar-
iff. It is a proposal that needs to be put 
to government for consideration. 

Kenya’s electricity industry continues 
to attract more attention. The sector 
has picked two top officials – Dr Ken 
Tarus and Albert Mugo - to lead key in-
stitutions as East Africa’s largest econo-
my looks to reduce its energy costs by 
increasing production.  

With Albert Mugo being reappointed 
as the managing director of KenGen, 
Kenya is expected to buttress its plans 
of geothermal energy, especially with 
the success at Olkaria. 

Kenya’s oil and gas industry is set to 
have an exciting year as it prepares to 
export crude oil in the country’s early oil 
production scheme. Tullow Oil, which 
has agreed to exit Uganda, could pay 
more attention to its Kenyan prospects 
with plans to drill a couple of wells this 
year. 

Tanzania’s electricity sector saw a ma-
jor development in the sacking of Feli-
chesmi Mramba as the head of Tanzania 
Electric Supply Company Limited. Presi-
dent John Pombe Magufuli’s decision to 
sack Mramba over the hiking in power 
tariffs, which he rescinded, places Tan-
esco in a difficult position considering 
its financial woes. Our analysis shows 
the limited options that Tanesco has 
after the decision to raise power tar-
iffs, which would have offered the state 
company some financial relief, was re-
voked. 

Rwanda is our latest addition in this 
report. And with President Paul Kagame 
laying the groundwork for the creation 
of a new oil and mines authority, there 
is a lot to look forward to in Rwanda. 



   
Total’s rise to top spot is a
game-changer for Uganda

Total E&P’s decision to acquire a 21.57 
per cent stake of Tullow Oil’s assets in 
Uganda firmly places the French company 
at the forefront of offering direction for 
the country’s oil industry. 

Total’s decision to buy the assets, whose 
finer details were concluded late last year, 
presents the company with the burden of 
sourcing the $3.5 billion needed for the 
crude oil pipeline. 

If the transaction of the farmdown, 
valued at $900 million, receives the bless-
ing of the Uganda government, it would 
make Total E&P the main oil company op-
erating in the country’s upstream sector, 
holding a 54.9 per cent stake in the key oil 
blocks within the Lake Albert basin. 

The deal also relieves Tullow Oil, which 
will retain an 11.76 per cent interest in 
the basin, of a huge financial burden at a 

Energy Minister Irene Muloni (C) flanked by officials of Tanzania, Uganda, and the oil companies after the 
launch of the Front End Engineering Design for the crude oil pipeline between Hoima and Tanga, which 
will be spearheaded by Total E&P
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time when the company is facing a tight budget 
string. Tullow Oil did not have the kind of mon-
ey needed to commit to the construction of 
the oil pipeline, and also develop the fields for 
which it received production licenses in August. 

Total’s rapid rise to the pinnacle of Uganda’s 
oil industry will meet a couple of challenges, 
though, most especially combating the emo-
tions that flare up during the acquisition of land 
for the oil pipeline. 

For a company that faces a race against time 
in its quest to move Uganda’s oil industry to the 
production stage, an expected slowdown from 
the acquisition of land, with civil society organ-
isations asking all the questions, could turn out 
to be a critical challenge.

Total E&P is expected to mount pressure 
on government officials to try and get it right 
in acquiring land, although it is expected to 
remain in the shadows over concerns that tend 
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to stoke human rights issues. 

Then there is the issue of managing ex-
pectations among local supplies as Uganda 
tries to promote local content in the indus-
try. A couple of lawsuits against oil compa-
nies reneging on their word to do business 
with local suppliers are quietly playing out 
in the courts. 

Other than that, in Total E&P, Ugandan of-
ficials have a focussed company that has a 
clear plan, which it rarely steers clear of. For 
example, when Total E&P started lobbying 
for the Tanzanian route for the oil pipeline, 
the company made it clear to Ugandan 
officials that it would not participate in any 
pipeline other than the one it was pushing 
for. 

Ugandan officials who cared to read be-
tween the lines saw that as Total’s decision 
that it was ready to quit the country if 
things did not go its way. 

Nevertheless, Total lobbied hard even 
though President Museveni and Kenya’s 
Uhuru Kenyatta had a gentleman’s agree-
ment for a pipeline to the Kenyan port of 
Lamu.

Also, while Uganda dillydallied on whether 
it would consider exporting crude oil, one 
of Total E&P’s conditions for coming to 
Uganda was that the country needed to 
agree to the option of exporting the oil. 

For much of Total E&P’s mode of opera-
tion, it is more of take-it-or-leave it. That 
kind of business attitude could be the 
reason as to why Uganda could probably 
achieve First Oil by its conservative deadline 
of 2020, although that date remains out of 
grasp for now.  

Uganda now has one lead oil company, 
Total E&P, to deal with, which is set to ease 
negotiations. Some signs that things might 
move a little faster within Uganda’s oil 
industry are starting to show: Uganda and 
Tanzania are expected to sign an Intergov-
ernmental Agreement over the oil pipeline 

this month before it is presented to Parlia-
ment for ratification as a treaty. 

The contract for the Front End Engineer-
ing Design has already been awarded to the 
American firm, Gulf Interstate Engineering, 
while the access to the land for the pipeline 
route is slated to start this month.  

Total’s top most position in the industry is 
also bound to instill a sense of confidence 
among other foreign companies looking 
to enter Uganda. Insider sources have told 
us that the new oil companies awaiting 
exploration licenses from government 
are courting Italian firm Eni and the US’ 
Chevron to come to Uganda. Both Eni and 
Chevron have in the past declared their 
desire to come into Uganda. 

Unlike China’s Cnooc, the other oil compa-
ny in the joint venture partnership, which 
tends to avoid any confrontation with gov-
ernment, or Tullow Oil that easily buckles 
under pressure, Total E&P comes across as 
a company ready to cross the line in order 
to get things done. It is probably the kind of 
company Uganda’s oil industry needs now.

 
NUMBERS GAME

-Total Transaction of Total E&P deal - $900 
million

- $200 million in cash. Of this amount, 
Tullow Oil will receive $100 million in cash 
on completion of the transaction, and $50 
million at both Final Investment Decision 
and First Oil. 

-Tullow will defer $700 million as its con-
tribution towards the financing of the crude 
oil export pipeline to the Tanzanian port of 
Tanga and Uganda’s development project. 

-Oil pipeline to Tanga is expected to cost 
$3.5 billion while Uganda’s development 
plan is expected to have a capital expendi-
ture of about $5.2 billion. 

Total now leads the way 
in developing oil industry
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Uganda, IFC could end Bujagali 
$500 million loan talks by March
By March this year, Uganda is expect-

ed to have concluded talks it is cur-
rently holding with the World Bank’s 

International Finance Corporation over the 
restructuring of the loans that were given 
to the 250MW Bujagali hydropower proj-
ect, a top government official has told us. 

Uganda is sweating over a $500 million 
loan it is supposed to pay back to at least 
11 lenders even though the power project 
continues to charge a tariff of $0.11/kWh, 
one of the highest around the region. 

In the meantime, government, we have 
been reliably informed, has also held par-
allel discussions with Stanbic bank to either 
issue a bond or arrange a syndicated loan 
with the other larger financial institutions 
such as Standard Chartered and Barclays 
bank for the Bujagali hydropower project. 
This option, however, has met a key regu-
latory barrier that places a ceiling on the 
amount of money a bank can lend against 
its core capital. Government is worried the 
banks might not be able to come up with 
the amount it is looking for. 

While there are 11 institutions that lent a 
total of $702 million to the Bujagali power 
project, the World Bank’s International Fi-
nance Corporation was the lead lender. In 
speaking with the IFC, government believes 
the World Bank’s finance arm will relay the 
points of discussions to the other lenders. 

At least two key issues are at the centre of 
the ongoing discussions between govern-
ment and the IFC – a request to extend the 
tenor of the loan repayment by a further 
five years, and a downward revision of the 
interest rate. 

According to the details we have gathered 
so far, by May 2016, Uganda had paid back 
at least $202 million out of the $702 million 
loan. The loans were structured differently 
– a senior loan and a surbordinate loan. Up 
to $500 million needs to be paid back. 

The senior loan, which forms the largest 
amount, is supposed to be paid back by 
the year 2023, while the smaller but more 
expensive subordinate loans are to be ser-
viced by 2027. Government is pushing for 
an extra five years for both loan tenors, ac-
cording to our source. 

ELECTRICITY

The issue of the interest is a little tricky. While 
some interest rates on the Bujagali loans reflect 
the international market rate of roughly 2.5 per 
cent, some rates on the loans are higher. How-
ever, government also hedged against some 
loans that were issued based on a floating rate. 

According to our source, the talks have sucked 
in President Yoweri Museveni, who continues 
to campaign for cheap power. 

One of the offers that government has put on 
the table for the lenders is a tax incentive for 
the Bujagali power project. 

Government will have to come up with a well-
thought-out cost-benefit analysis to ensure its 
proposals do not backfire. While extending the 
tenor of the Bujagali loan will soften the blow 
that comes with reduced power tariffs, it, how-
ever, means government will pay more interest 
on the outstanding balance at a time when the 
country’s public debt is flirting dangerously 
close to the red line. 

According to our 
source, the talks have 
sucked in President Yow-
eri Museveni, who con-
tinues to campaign for 
cheap power. 

One of the offers that 
government has put on 
the table for the lenders 
is a tax incentive for the 
Bujagali power project. 

The Aga Khan, the proprietor of IPS, the company behind the Bujagali power 
project and President Yoweri Museveni



   

Emerging Power Limited closes in 
on solar power purchase agreement

Legislators advise REA 
to cut ties with Ferdsult

Emerging Power Limited 
is currently negotiat-
ing a power purchase 

agreement with the Ugan-
da Electricity Transmission 
Company Limited after re-
ceiving a license to generate 
15MW of solar in the district 
of Mayuge in eastern Ugan-
da, according to a top indus-
try source. 

Our source says the nego-
tiations between Emerging 
Power Limited and UETCL 
could be concluded by the 
end of January 2017. One of 
UETCL’s key roles is to carry 
out bulk purchases of elec-
tricity.

The end of the negotia-
tions could clear the way for 
Emerging Power Limited to 
make a financial close for the 
power project. 

Already, Emerging Power 
Limited has managed to con-
vince the sector regulators, 

the Electricity Regulatory 
Authority, that it can attract 
credible financiers for the 
project. 

In December, Access Power 
MEA launched its 10MW so-
lar plant in Soroti, the biggest 
in East Africa. Access Power 
is still looking for other in-
vestment opportunities for 
solar power in Uganda. 

Our source says Emerging 
Power has already concluded 
negotiations with the king-
dom of Busoga for the lease 
of the land on which the so-
lar power plant will be built. 
The company is said to have 
paid just over Shs 200 million 
($55,555) for the lease.  

The proposed solar power 
plant is part of the GET FiT 
programme, a donor-sup-
ported initiative for small 
renewable energies of below 
20MW. 

A December 2016 report by the parliamentary 
committee on Commissions, Statutory Authori-
ties and State Enterprises blacklisted Ferdsult En-
gineering Services Limited for failing to remit Shs 
2.7 billion ($750,000) to the Rural Electrification 
Agency (REA). 

Ferdsult leased the Rural Electrification Agen-
cy’s assets. However, the company has not paid 
its lease for at least five years, the legislators 
wrote. 

Ferdsult says they could not pay up the amount 
because they had failed to meet their connection 
targets. 

Also, the Uganda Electricity Transmission Com-
pany Limited (UETCL) was accused of accumu-
lating huge arrears as a result of its defaulting in 
paying the five per cent transmission levy on bulk 

purchases of electricity from generation compa-
nies. UETCL’s debts to REA amount to Shs 41.5 
billion ($11.5 million). 

Combined, Ferdsult and UETCL’s debts amount 
to nearly half REA’s operation budget, according 
to the report. 

While UETCL has a larger debt to pay, the Mem-
bers of Parliament directed their harshest criti-
cism towards Ferdsult. 

They recommended that Ferdsult needed to 
“pay all the funds owed to REA and blacklisted 
for failing to implement the terms agreed upon.” 

They added: “REA should look for an alternative 
implementer of the programme since Ferdsult 
has proved incapable and incompetent to do 
business with REA.” 

ELECTRICITY



      

Museveni yet again calls for
registration of all miners

African Gold Refinery misses December 
target, but plans still on course

President Yoweri Museveni used his New 
Year’s message to direct the ministry of En-
ergy to undertake biometric registration of all 
small and large-scale mining companies as he 
seeks to oversee some order in the sector. 

This was not the first time that Museveni 
was calling for this registration. It is, there-
fore, not clear whether there is a timeline for 
his latest announcement to come into force. 
In June 2016, he made a similar call, defined 
a lot more towards the need to stamp out 
smuggled minerals. 

“All the artisan miners should be registered, 
and for instance the gold they mine should be 
declared so that it is exported through formal 
channels….With the unimpeded exploration, 
the taming of artisanal mining and stopping 
the illegal exports, we shall, then, be able to 
know which minerals are to be found in Ugan-
da and in what quantities,” he said then. 

The call for the registration could yet be an-
other attempt by the state to solve the land 
disputes that mining companies face when 

they are dealing with small artisanal miners. 
Museveni has already said that small artisanal 
miners engaged in rudimentary collection of 
fragments of minerals need to be ignored, 
with more attention placed on the miners 
employing scientific methods for they create 
wealth and employment. 

However, land disputes over natural mineral 
resources remain a thorny issue within Ugan-
da’s mining industry. Companies continue to 
find it difficult to access land where small arti-
sanal miners operate. 

Land disputes over natural resources have 
been serious that the East African Communi-
ty held a meeting in December in Arusha to 
seek ways on how to implement the African 
Union (AU) Declaration on Land, which recog-
nizes land as a central factor in the alleviation 
of poverty through sustainable exploitation. 

In East Africa, partner States have already 
agreed to harmonise their laws on natural re-
sources management. 

African Gold Refinery Limited 
might have missed its target of 
launching its plant in December 
but the company says its plans are 
still on course. 

Richard Kaijuka, the chairman of 
African Gold Refinery Uganda, did 
not give a timeline as to when the 
refinery would be launched when 
we spoke with him but said they 
were working on building their 
laboratory first. 

A gold refinery would create 
some sense of order within Ugan-
da’s gold industry, where smuggled 
gold from the Democratic Republic 
of Congo continues to find its way 
into the country. As a result, Ugan-
da has lost taxes because much of 

the gold cannot be traced. 
The refinery, Kaijuka said, would 

also save the country the reve-
nues lost to other countries that 
refine gold. He also reiterated that 
the gold refinery project will re-
main a private-led initiative even 
though President Yoweri has in the 
past called for a gold refinery that 
would add value to the mineral. 

Alain Goetz, who is associated 
with the Belgium-based gold-deal-
ing firm Tony Goetz NV, is leading 
the search for capital for African 
Gold Refinery Uganda. 

Tony Goetz NV has, however, 
promised to offer technical sup-
port to the Uganda project but not 
invest any money.

MINING

Richard Kaijuka

President Museveni



   

KENYA

New top 
power officials 
to tackle new 
landscape

In keeping with tradition 
amidst an evolving electricity 
sector, Kenya decided to nar-

row its pool from which to pick 
officials to lead two key institu-
tions as the country looks to im-
prove its energy access.

East Africa’s largest economy 
chose Dr Ken Tarus as the act-
ing managing director and CEO 
of Kenya Power Limited and re-
appointed Albert Mugo as the 
managing director and CEO of 
KenGen – both of whom were 
picked from within the institu-
tions. 

Tarus, who was the general 
manager in charge of finance, 
replaced the retiring Ben Chu-
mo, while Albert Mugo has been 
at KenGen for nearly 10 years, 
moving up the ladder from the 
position of Business Develop-
ment and Strategy Director in 
2008 to being the company’s 
CEO.

The appointments are a reflec-
tion of Kenya’s decision to stick 
with its plans for the electricity 
sector, most especially its goal 
of tweaking the energy mix in 

favour of new technologies such 
as geothermal, by choosing offi-
cials with an institutional mem-
ory and who know exactly how 
the country’s plan ought to be 
executed. KenGen sells its pow-
er to Kenya Power, which in turn 
distributes it to different con-
sumers.  

Tarus and Mugo start their 
terms as Kenya is trying to ramp 
up its energy production and 
also tap into the regional pow-
er markets to make it cheaper 
for its population to light their 
premises and power their ma-
chines. 

Mugo has been at the centre of 
promoting geothermal energy in 
Kenya, and there are no indica-
tions he will change course. He 
led the team behind the rather 
successful 280MW Olkaria geo-
thermal energy. 

Mugo will also ensure that 
the US. Trade and Development 
Agency’s single largest invest-
ment in Kenya’s power sector, 
announced in September last 
year, where more than 360MW 
from different sources of energy 

will be added to the grid, suc-
ceeds.  

Tarus takes the helm at Kenya 
Power as the country is trying 
to put up different transmis-
sion lines across the region. The 
country is currently involved 
in the first phase of the East-
ern Electricity Highway Project, 
where electricity will be import-
ed from Ethiopia. The project 
remains behind schedule by at 
least one year, and has remained 
a source of concern for the de-
velopment partners.  

Other cross-border transmis-
sion lines between Isinya in 
Nairobi to Namanga border into 
Tanzania are also being built. 

The two officials will also have 
to cautiously navigate the de-
bate around feed-in tariffs for 
some power projects below 
10MW. KenGen is trying to de-
velop the Meru Wind power, the 
only one in the country, while 
Kenya Power is also negotiating 
with power producers over the 
evacuation of power from such 
smaller producers.

Dr Ken Tarus



      

KENYA

Kenya digitalizes land registries as 
mining societies get empowered

At least 13 registries are being digitalized as Kenya 
moves ahead with its land reforms, which seek to em-
power landowners, especially those in the rural mining 
areas. 

The digitalization is expected to limit the level of forg-
ery in land titles, which has been a common allegation 
in court disputes over land. The country is expected 
to kick off sensitization campaigns to educate people 
about their land rights.

By digitalizing its land registries, Kenya is undertaking 
land reforms, which will have an impact on the mining 
sector. Companies tend to complain that they cannot 
make key investment decisions without a clear policy 
on access to land. 

Prof. Jacob Kaimenyi, Kenya’s Cabinet Secretary for 
Land and Physical Planning, recently made it clear that 
“the ongoing land reforms will empower citizens in 
areas with land injustices and extractive activities to 
make informed decisions concerning land and sustain-
able exploitation of minerals.” 

The land reforms come after the new Mining Act 
2016, which established a state mining corporation, 
the finance arm of the government in mineral-related 
activities. 

Kenya is set to establish offices in different parts of 
the country with a representative of the director of 
mines executing some regulatory roles such as grant-
ing and revoking licenses for artisanal miners. 

Simba Energy reviewing data over oil in Wajir
Simba Energy is currently determining whether 

the 2D seismic data it acquired for Block 2A in Wa-
jir shows a working petroleum system. The com-
pany says it will be able to have a definite inter-
pretation within the first quarter of 2017 when the 
results are out. 

Through the data, Simba Energy will be looking 
to find out the depths and volumes of potential hy-
drocarbons within Block 2A, which is located in the 
Mandera basin, and where exactly to drill.

Previous geophysical studies, such as the one 
carried out by Bell Geospace in 2014, point to an 
excellent oil system within the basin, according to 
Essel Group ME, which owns a 60 per cent stake 
participation interest in the production sharing 
contract that Simba Energy holds over Block 2A.

Already, Essel Group ME has acquired a drilling 
rig for Block 2A, which could be put to use as soon 
as an informed decision is made from the 2D seis-
mic data.

Shoring capital for drilling Block 2A might turn 
out tricky, though. The British Columbia Securities 
Commission, which regulates the Toronto Stock 
Exchange, where Simba Energy is listed, discov-
ered that the company offered wrong information 
about its finances and pointed to a company that 
had a debt overload. The Commission questioned 
how Simba Energy paid off some of its key staff. 
It also queried some of the shares that Simba En-
ergy transferred to Essel Group, which it says was 
against the rules of the market. 

For a couple of weeks, Simba Energy suspended 
trading as it met the disclosure rules of the mar-
ket. The company resumed trading in the middle 
of December after meeting the criteria of the se-
curities commission.

In the next months ahead, the company is ex-
pected to offer a clearer outlook of its funding pro-
gramme for the drilling of Block 2A. 

Tullow, Africa Oil spud Erut well
ahead of busy 2017 drill campaign
Buoyed by the positive results it received from the Etom-2 well in 

Block 3T in the Lokichar basin late last year, Tullow Oil, together with 
its partner Africa Oil, spudded the Erut-1 well in December, the first 
of at least four wells that could be drilled this year, the company an-
nounced. 

The outcome of the drilling at Erut-1 is set to improve the under-
standing of the Lokichar basin, especially now that Kenya is targeting 
to truck oil to the coast of Mombasa in what it defines as an early oil 
production scheme. The scheme is expected to spur further drilling 
before the country switches to a crude export pipeline in mid-2019.   

The other appraisal wells to be drilled this year alongside the Erut-1 
are the Ngamia and Amosing. 

Finding the money to undertake this drilling campaign should not 
be hard. Africa Oil says it is financially healthy. Proceeds of $439.4 
million that it received from a farm-out of 50 per cent of its stake 
in Blocks 10BB, 13T and 10BA in Kenya and the Rift Basin and South 
Omo Blocks in Ethiopia to Maersk Olie og Gas A/S have seen “the 
company’s liquidity and capital resource position improved dramat-
ically.”

Tullow Oil says it has managed to negotiate new credit lines of up 
to $3.3 billion and new commitments of $345 million effective April 
1, 2017, although those figures will be clearer when the oil company 
releases its full 2016 numbers on February 8.



   

TANZANIA

President John Pombe Ma-
gufuli’s decision to sack 
Felichesmi Mramba as the 

head of Tanzania Electric Supply 
Company Limited, and rescind 
an earlier decision to increase 
power tariffs, has thrown the fi-
nancial health of the utility firm 
further in balance. 

Magufuli, who is known for 
whipping up populist sentiments, 
sacked Mramba for raising pow-
er tariffs by 8.5 per cent because 
the president felt the hike would 
limit many households’ access to 
electricity and hurt the country’s 
plans to build its industries. The 
plan to increase the power tariff 
was cancelled. Just over 20 per 
cent of Tanzanians have access to 
electricity, with the figure drop-
ping lower for rural communities.     

In this Deep Earth analysis, Ma-
gufuli’s decision to deny Tanesco 
a critical revenue lifeline through 
the tariff is bound to unsettle a 
couple of companies whose op-
erations have been affected by 
the utility firm’s arrears, which, 
by April 2016, stood at about 
$300 million. A number of com-
panies will most likely hold back 
any conclusion of investment 

decisions until Tanesco’s finan-
cial problems are resolved. This 
means that power supply to 
many other communities could 
be affected too. 

The change of guard at Tane-
sco comes at a time when the 
Energy and Water Utilities Regu-
latory Authority is undertaking a 
process of developing indicative 
prices for strategic investments 
in Tanzania’s natural gas sector. 

It also happens when the Tanza-
nia Petroleum Development Cor-
poration is seeking a consultant 
to carry out a review of the Dar es 
Salaam Natural Gas Distribution 
Network feasibility study, which, 
among other aims, seeks to offer 
better data on the country’s nat-
ural gas sector. 

Both these processes could be 
jolted by the disappointments 
brewing among the private gas 
power producers. 

Orca Exploration, a company 
operating in Tanzania natural gas 
sector, already faces difficulties 
partly because of Tanesco’s fail-
ure to meet its debt obligations.  

As at 30 September 2016, Orca 
reported that Tanesco owed it 
$81.2 million, excluding interest, 

for gas supplies that the utility 
firm had not paid for. Orca will 
most likely announce a drop in 
net income for the year 2016 
partly because of the high provi-
sion against Tanesco’s debt.

Now, Orca is undertaking an in-
ternal review of the credit profile 
of at least 38 customers of its gas 
power to ensure it minimizes the 
risk of defaulters. 

In the second quarter of 2016, 
Symbion Power suspended oper-
ations at its gas-fired power plant 
at the Mnazi bay as it also had its 
own disputes with Tanesco.

Earlier in May 2016, Songas 
Limited, which operates the Son-
go Songo gas fields, was forced to 
shut down part of its operations 
because of Tanesco’s failure to 
clear its arrears. 

By late 2015, Tanesco came up 
with a new strategy to deal with 
its financial dilemma. It proposed 
to institute a lower power tariff 
for the calendar year 2016, and 
banked on an improvement in 
the production mix of certain 
types of power such as hydro, 
whose production costs were 
lower compared to gas. 

TANESCO’s financial 
dilemma faces new 
spotlight as 
Magufuli 
cracks whip

TO NEXT PAGE
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Tanesco faces more financial pressure

Tanesco recently signed an agree-
ment with contractors to build a 414 
km 400kV transmission into Kenya. 
What Tanesco needs, though, is to 
keep the tariff a little high to shore up 
enough revenues to clear its obliga-
tions. 

The other option Tanesco has is to 
run to the banks. However, banks will 
only be able to open up credit lines to 
the utility firm if there is a government 
guarantee for payment. 

The government has already allocat-
ed more money to Tanesco this finan-
cial year, but it is still far short of the 
total arrears. 

President Magufuli, however, be-
lieves recent strategies can revive Tan-
esco’s fortunes. Some of those strat-
egies include the spread of prepaid 
metres to curb power theft and also 
improve the collection mechanism of 
power bills. 

While these solutions are critical, 
their impact can only be felt in the 

long term. 
Raising power tariffs appeared to be 

the main solution for Tanesco’s short-
term financial illness. 

Unless the government of Tanzania 
finds a quick fix to Tanesco’s problems, 
private power developers are going to 
look for stringent solutions, such as 
dragging the government power util-
ity firm to court, in order to survive. 
That could disrupt power supply in 
some parts of the country. 

Shanta closer to striking 
more gold at Luika mine

Aminex drills another 
Ntorya well in the gas-
rich Ruvuma basin 

Shanta Gold says it is getting 
closer to striking more gold at its 
New Luika mine after it intersect-
ed its first mineral ore system 
at the Bauhinia Creek deposit, 
which is the most prospective 
within that section. The intersec-
tion places the company on the 
path to commencing production 
in the second quarter of 2017. 

Shanta Gold, which describes 
itself as a low-cost producing 
gold company engaged in min-
ing and exploration projects in 
highly prospective, underex-

plored areas of Tanzania, re-
cently received an advancement 
payment of $5.25 million for the 
silver by-products it sold earlier 
from the Luika mine. The money, 
which is less than five per cent 
of the company’s revenue, is 
expected to fund the company’s 
exploration programme within 
its license area in Tanzania. 

The company is looking at 
more cash-generating options 
after surpassing the amount of 
loans it can take up in the third 
quarter of 2016. 

FROM PREVIOUS PAGE

Nearly four years after it 
drilled its first well at the 
Ntorya gas well, Aminex 
moved on to its second well, 
the Ntorya-2 appraisal well 
in the Ruvuma basin, which 
it describes as a world-class 
petroleum province, in late 
December. 

The results of Aminex’s 
drilling campaign, which are 
set to be released within 
the first quarter of this cal-
endar year, will shed more 
light on the potential of 
the Ruvuma play, where a 
number of companies, such 
as Solo Oil and Wentworth 
Resources Limited, have op-
erations. 

Close to the border of 
Mozambique, which has 
turned into the world’s 
most exciting gas play, the 
Ruvuma basin also has the 
potential to turn around 
Tanzania’s future prospects. 



   

RWANDA

Oil and mines 
authority gets 
government nod

During a December 9, 
2016 meeting in the 
village of Urugwiro, 

President Paul Kagame chaired 
a meeting that, among other 
policy changes announced that 
day, approved a draft law that 
will lead to the establishment of 
Rwanda Mines, Oil and Gas Au-
thority, with its full mission and 
organization structure. 

While there is no clear time 
frame as to when the authority 
will be in place - the draft law 
needs to be debated in other 
arms of government before it is 
assented into law - the Decem-
ber announcement sends an en-
couraging message to investors 
seeking clarity about Rwanda’s 
plans for its extractives industry. 

Currently the Rwanda Natural 
Resources Authority (RNRA) is in 
charge of regulating the coun-
try’s upstream industry as it im-
plements the Natural Upstream 
Petroleum Policy of 2013. The 
RNRA also advises government 
on how to develop the petro-
leum upstream industry. 

The Rwanda Mines, Oil and 
Gas Authority is bound to re-
place the RNRA. The new au-
thority will, among other tasks, 
oversee the issuance of licenses 
as Rwanda tries to exploit its 
natural resources. The key min-
erals currently being mined and 
traded in Rwanda are cassiter-
ite, wolframite, Colombo-tan-
talite and gold, according to 
RNRA. All the minerals in Rwan-
da are said to be traceable from 

their extraction sites up to their 
export destination. 

Rwanda Development Board 
notes that minerals ore is the 
second largest export in the 
economy. In 2014, the board 
noted, the sector generated 
about $210.6 million in for-
eign exchange. Rwanda plans 
to increase the mining sector’s 
contribution to gross domes-
tic product from the current 
less than two per cent to about 
5.27 per cent  by financial year 
2017/2018.

But it is gas that has the poten-
tial of turning around Rwanda’s 
natural resource outlook on the 
big stage.  Rwanda is estimated 
to hold about 55 billion cubic 
metres of methane gas located 
in Lake Kivu, which borders the 
Democratic Republic of Congo. 
The country is thought to hold 
enough gas to produce at least 
350MW of power. 

In May, 2016 US firm Con-
tourGlobal launched its 26MW 
KivuWatt project on the shores 
of Lake Kivu, with the compa-
ny announcing that it was the 
only gas/water extraction proj-
ect currently operating in the 
world. The plant is expected to 
produce 100MW by 2019. 

In November, officials from 
Rwanda and the Democratic Re-
public of Congo met in Goma to 
discuss joint extraction of gas to 
produce power for both coun-
tries. This was after Paul Kagame 
earlier held similar discussions 
with DR Congo’s Joseph Kabila. 

President Paul Kagame



      

RWANDA

Hima Cement set to launch RMX plant
Hima Cement is set to launch its 

RMX operations in Rwanda, possi-
bly in the month of January, after 
the company finalized talks with 
a number of suppliers of granite, 
our source told us. 

The RMX (ready mix concrete) 
plant in Rwanda’s capital of Kigali 
will be the first for Hima Cement 
in the region as the company 
looks to add more business lines 
to its portfolio. 

According to our source, Hima 
Cement’s discussions with suppli-
ers of granite have centred on the 
size and quality of the stone. 

After Rwanda, Hima Cement is 
set to launch its RMX operations 

in Uganda too. Already, the com-
pany, a subsidiary of LafargeHol-
cim, has zeroed in on two sites 
– one in Hoima, where a lot of 
oil-related infrastructure is bound 
to be undertaken, and another 
along Entebbe road, according to 
our source. The company is yet to 
make a formal announcement on 
the issue. 

At the moment, Hima Cement 
Rwanda imports its products from 
the company’s unit in Kasese in 
western Uganda. 

Rwanda has one manufactur-
er of cement, CIMERWA, which 
launched its services in 2015. 

Solar power firm Mobisol 
gets IFC, FMO funding

A group of international financiers have invest-
ed at least 14.6 million Euros in Mobisol, a so-
lar power utility firm that has already installed 
67,000 solar home systems in Rwanda and Tan-
zania, and is preparing to expand into Kenya. 

The funding from the World Bank’s Interna-
tional Finance Corporation (Euros 5.42 million) 
and the Dutch government’s FMO (Euros 9.2 
million) is the latest round that Mobisol has at-
tracted since its launch in 2010, with previous 
financiers being Investec’s African Private Equi-
ty and Germany’s DEG.  Mobisol also received a 
grant under the European Union’s 11th Europe-
an Development Fund.  

Mobisol has managed to attract funds partly 
because DEG has an equity investment in the 

company, creating confidence among other po-
tential lenders. 

The IFC noted that Mobisol’s solar systems are 
“designed specifically for the African market” 
and are “powerful enough to meet the entire 
energy needs of an off-grid household…” Cus-
tomers pay for the solar system via mobile mon-
ey over three years. 

The IFC noted that the investment builds on its 
“pioneering work to support the development of 
solar off-grid energy markets through its Lighting 
Global program. As an associate of this program, 
Mobisol has received IFC advice on how to verify 
the quality of its products, market them and ex-
pand its reach on the basis of sales trends.”



   

PEOPLE TO WATCH

Dr Michael Nkambo Mugerwa
Dr Michael Nkambo Mugerwa has been 

appointed the general manager of the Ugan-
da Refinery Holding Company. Irene Batebe, 
the board chairperson of the company, said 
Mugerwa has over 20 years of experience 
in the oil refining industry. She said Nkambo 
has managed engineering procurement and 
construction projects in larger markets such 
as the United States of America. 

A holder of a PhD, Master of Science in 
Chemical Engineering from the University of 
Manchester, Mugerwa has the task of push-
ing for the development of an oil refinery in 
Uganda. 

Uganda continues to scout for an investor 
it can partner with in the construction of an 
oil refinery after nearly 18 months of negoti-
ation with a Russian consortium, RT Global 
Resources, broke down in May last year.  

Willy K. Kiryahika 
Willy. K. Kiryahika has been appointed the 

managing director and chief executive offi-
cer of the Uganda Electricity Transmission 
Company Limited. Before his appointment in 
December, he was the deputy CEO.  

Kiryahika takes the helm at a time when 
huge power generation plants are coming up 
in the face of limited transmission capacity. 

He will oversee the upgrade of some power 
substations such as the Nkenda, which could 
evacuate power generated from the oil fields 
in western Uganda. 

Kiryahika will also have to clean up UETCL’s 
books that are clogged up with debts such as 
those to the Rural Electrification Agency. 

Eng. Proscovia Margaret Njuki
As we predicted in the previous edition, 

Eng. Proscovia Margaret Njuki has been ap-
pointed the chairperson of the Uganda Elec-
tricity Generation Company Limited. Njuki, 
an electrical engineer and a member of the 
board at UEGCL, will oversee key decisions at 
a time when UEGCL has the supervisory pow-
ers over two key power plants, the 600MW 
Karuma power dam and the 183MW Isimba 
power dam.

Njuki will also offer guidance at a time 
when a number of local companies, such 
as Hima Cement, are looking to directly be 
involved in the supply of cement to mainly 
Karuma power dam. 



      

FINISH LINE

Things are now looking different in Uganda’s oil indus-
try. The developments about the crude oil pipeline 
project, where a contract for the Front End Engineer-
ing Design study has been awarded and the impend-
ing signing of an intergovernmental agreement with 

Tanzania, in addition to Total E&P’s rise to the helm of Uganda’s 
upstream industry, are about to create a sense of confidence in 
the sector. 

However, it is still a long way before the oil companies can com-
mit to a Final Investment Decision (FID) over the different de-
velopment projects. We do not expect the FID to happen until 
sometime in 2018. 

We, however, expect a lot of the critical paperwork to be dealt 
with in the months ahead. 

The electricity sector now has new captains – Proscovia Njuki as 
the chairperson at the Uganda Electricity Generation Company 
Limited, while Willy Kiryahika has been appointed the manag-
ing director and chief executive officer of the Uganda Electricity 
Transmission Company Limited. Both officials know the institu-
tions well enough to offer guidance at a time when the country’s 
power generation capacity is growing. 

We expect the two officials to come out publicly and lay out 
their plans for the companies they are managing. Some of those 
plans could be how to attract investments in the sector by put-
ting in place policies that are attractive to financiers. 

The impending debate around the land question for the oil 
companies presents the mining industry something to jump on. 
However, Uganda’s mining industry still craves for a lead compa-
ny that can lobby for policy changes. However, with the two key 
mining projects in the country outside the cement industry be-
ing controlled by Chinese investors - Tibet Hima in Kilembe and 
Guangzhou Dongsong in Tororo – we do not expect loud calls 
from the mining sector. China’s investors prefer to play within the 
country’s laws. Therefore, we feel that the mining sector could 
miss an opportunity to get involved in the land debate as govern-
ment prepares to make a number of changes.  
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