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EXECUTIVE SUMMARY

The June 2017 edition comes with 
a rich package of materials, es-
pecially for those who wish to 
understand something about the 
future of Tullow Oil’s investments 

in Uganda and Kenya.  
The change of leadership at Tullow Oil, 

where Paul McDade has replaced Aidan 
Heavey comes at the time when the com-
pany is readjusting its investment strategy in 
East Africa. 

Oil companies in Uganda have been hand-
ed the exclusive right to generate power 
from the oil and gas resources in the Alber-
tine grabben. The decision by government 
locks out a number of energy firms that had 
eyed the gas resources in the region to gener-
ate power. The interest in generating power 
from Uganda’s crude oil and gas resources 
had been high as companies lined up at the 
offices of the Electricity Regulatory Authority 
seeking licenses. These companies now ap-
pear to have two choices: either enter into 
partnerships with the few oil companies with 
access to the oil and gas resources or wait un-
til after 2020. 

Uganda’s mining industry has been in the 
news for not so good reasons lately. Tibet 
Hima, the Chinese company that won the 
concession to take over Kilembe Mines Lim-
ited, is on the verge of having its agreement 
terminated. The company has failed to meet 
a number of the promises it made to govern-
ment. Government appears to be running 
out of patience. 

Another Chinese company, China Road and 
Bridge Corporation (CRBC), looking to quar-
ry granite for a road project in northeastern 
Uganda, has run into a blockade after getting 
into a dispute with another company that is 
said to have links to junior mining minister 
Peter Lokeris. The story is another example 
of how demands for compensation can stall 
a huge project. 

In Kenya, the growth of geothermal energy 
makes the country an African wonder. Ken-
ya is not only ramping up energy out at the 
Menangai geothermal plant but also ensur-
ing the needed infrastructure to evacuate the 
power is firmly in place. 

Acacia Mining’s troubles in Tanzania appear 
to have come to a head. Allegations of the 
company under-declaring its mineral exports 
have tarnished its name, with the impact 
expected to be felt long after its discussions 
with the government have ended. 

Tanzania government’s decision to review 
some of its mining legislation has placed a 
number of companies on alert. Many invest-
ments could be held back until a clearer min-
ing legislation is in place. Tanzania is looking 
to have more control over its mineral wealth. 

Ron Weiss, the new chief executive officer 
of Rwanda Energy Group, has had a busy 
early start. His early inspection of energy 
projects around the country is a strong indi-
cator he could change things around. Among 
Weiss’ main tasks will be to increase energy 
output and reduce power losses. 



   Tullow gets 
new CEO amid
uncertainty 
over Uganda

Aidan Heavey, the Irish businessman who left 
his comfort zone in the United Kingdom to 
take up neglected oil wells in the rough and 

tumble terrain of Senegal in the mid-1980s, in one 
of the most successful incursions into Africa’s oil in-
dustry, has finally left his position as chief executive 
officer of Tullow Oil Plc. 

The company announced recently that Paul Mc-
Dade, who has been at the company for 16 years, 
has replaced Heavey, 63, as the chief executive offi-
cer of Tullow. Heavey has taken on a new role as the 
non-executive chairman of the company. 

Ian Springett, the chief financial officer, recently 
resigned from Tullow’s board, citing ill-health. He 
has been replaced by Les Wood, who joined the 
company two years ago. 

Heavey’s departure from the most influential po-
sition in Tullow Oil could represent a change in the 
company’s strategy, especially in markets such as 
Uganda’s, where Tullow will be a non-operator in 
the country’s oil fields. 

McDade, who has been the chief operating officer 
of Tullow Oil for the last 12 years, is bound to take 
a cautious approach, closely monitoring the debt 
build-up in the company. 

On the exploration front, while Tullow considers 
the Jubilee and TEN fields in Ghana as some of its 
prime assets, the company is expecting a busy pe-
riod in Kenya. The British firm is looking at drilling 
some untested wells, especially those in the great-

er Etom complex, after recording encouraging re-
sults from the neighbouring wells. 

In Uganda, McDade will have to negotiate Tullow 
Oil’s plan to close the sale of 22 per cent of its as-
sets to France’s Total and China National Offshore 
Oil Corporation (Cnooc). Completing the deal will 
not be easy. 

It is not clear whether government will slap a 30 
per cent capital gains tax on Tullow’s $900 million 
sale. Tullow has said that of the $900 million that 
it intends to get at the completion of the transac-
tion, $700 million will be spent as part of its share 
in the project development cost for the crude oil 
pipeline and its attendant infrastructure. On that 
basis, Tullow sees no reason of paying capital gains 
tax, and has effectively asked for a private ruling on 
whether the transaction should attract tax. 

Should the transaction get government approval, 
Tullow will remain with 11 per cent of the licensed 
oil exploration areas in western Uganda. This would 
mean that the concept that defined the Joint Ven-
ture Operation partnership might have to break up. 

In our April edition, we told you that Chinese firm 
Cnooc had already kicked off plans to build the 
crude oil pipeline, although this is yet to be offi-
cially confirmed. With Tullow’s farmdown, the deal 
is likely to see Total undertake the work in the oil 
fields by being in charge of the oil blocks EA1 and 
EA2 while Cnooc concentrates on the construction 
of the pipeline. 

OIL AND GAS

Paul McDade
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Uganda to take 15% 
in crude oil pipeline 
Uganda will hold a 15 per cent stake in the 

crude oil pipeline from Hoima to the Tanza-
nian port of Tanga, where this participation 
is bound to be interpreted as more of a state 
guarantee for the project, especially in access-
ing land, than a call to invest money. 

During the recent signing of the inter-gov-
ernment agreement, which spells out a work-
ing framework between Uganda and Tanzania, 
Irene Muloni, Uganda’s energy minister, said 
Uganda will participate through the country’s 
national oil company. 

“This level of shareholding is in line with the 
state participation stake in the upstream oil 
fields under the current Production Sharing 
Agreements,” she said. 

Uganda continues to place the development 
of an oil refinery as its main priority. With the 
country facing a debt burden already as a re-
sult of the huge infrastructure projects going 
on, it is hard to see Uganda committing large 
sums of money to the pipeline. 

The pipeline, which is to be heated over 
1,445km, is estimated to cost anywhere be-
tween $3.5 billion and $4 billion. A 15 per cent 
stake of that would cost at least $500 million. 

It is expected that Uganda could convert the 
land it intends to access for the pipeline into 
equity. Although the compensation for those 
living along the pipeline route is bound to be 
far less than $100 million. Any other payment 
is expected to be deferred. For now, it is not 
clear how the entire pipeline project will be 
financed. That plan is being formulated. 

The development of a Resettlement Action 
Plan was expected to start in June 2017 in 
both countries.

At the moment, Total is leading the way in 
the formation of a pipeline company, which 
will spearhead the construction of the pipe-
line. It is this pipeline company that will nego-
tiate the Host Agreements with Uganda and 
Tanzania. The Host Agreement goes deeper in 
spelling out the specific assignments that the 
host governments will undertake.  

Already, the two countries have stream-
lined their tax structures in order to ease the 
construction of the pipeline through a number 
of waivers. 

Tanzania and Uganda have agreed to slap a 
tariff of $12.2 per barrel for the crude oil that 
will be transported from Hoima to Tanga. 

The pipeline, 
which is to be 

heated over 

1,445km,
is estimated to 
cost anywhere 

between 

$3.5 
billion and 

$4 billion.
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MPs fail to pin energy officials
in Shs 6bn oil cash bonanza

Ernest Rubondo and Honey Malinga – 
the two top officials at the ministry of 
Energy and Mineral Development, who 

were implicated in a Shs 6bn cash reward 
scandal early this year – are not expected to 
feel the full impact of a new Parliamentary 
report that found them part of a group of 
people that unlawfully received the money. 

The report, in its most stringent recom-
mendations, asked the 42 beneficiaries of 
the Shs 6bn to refund the money they re-
ceived for enabling Uganda to win a tax case 
involving Heritage Oil’s sale of its assets to 
Tullow Oil in 2010. The $1.45bn sale of those 
assets attracted a $434 million capital gains 
tax, which Heritage disputed, sparking off a 
two-year hunt for the money by the Ugan-
dan authorities.

The members of parliament also called on 
the Inspector General of Government to hold 
accountable all officers who flouted the law. 

While the recommendation to return the 
money appears weak as it is not clear who 
will enforce that, the call to have the IGG 
hold those officers who acted unlawfully 
appears even weaker because there are no 
minutes to the meetings that discussed the 
sharing of the money. 

From the report, nothing appears to direct-
ly pin Rubondo, the executive director of the 
Petroleum Authority of Uganda, and Malin-
ga, a commissioner in the petroleum direc-
torate, beyond them being part of a team 
of a delegation that went to the president’s 
country home in Rwakitura on May 17, 2015 
to solicit the financial reward. 

That the report also accuses President Yow-
eri Museveni for an error in judgment when 
he consented to the Shs 6bn reward makes it 
difficult to find out just who should pay the 
heaviest price for acting outside the law. It is 
hard seeing the IGG implicating the officials.



      
Uganda gives oil firms exclusive
rights to generate gas power

ELECTRICITY

Irene Muloni

Uganda has finally made its deci-
sion on who exactly will exploit the 
country’s gas resources to generate 

power. It is a decision that, for now, only al-
lows the exclusive club of the upstream oil 
companies, and locks out quite a number 
of electricity companies that had shown 
interest at least more than three years ago. 

In a policy directive that was recently 
published in the Uganda gazette, Irene 
Muloni, the minister of energy, only allows 
the upstream oil firms to produce electrici-
ty for their own needs. She, however, goes 
on to say that other electricity companies 
that are interested in generating gas pow-
er can only do so after 2020, the year the 
country expects to start commercial oil 
production. 

According to the Uganda gazette, Muloni 
wrote: “the policy direction is given to the 
Electricity Regulatory Authority to observe 
and implement: to permit companies in-
volved in oil exploration, development and 
production to undertake the necessary 
studies with a view of utilizing the indig-
enous petroleum resources to generate 
power for their own requirements; to ad-
vise companies that have been licensed or 
permitted under the Electricity Act, 1999 
to develop power plants to utilize the in-
digenous petroleum resources as their 
feed fuel, that the indigenous petroleum 
reserves will become available after the 
year 2020; to take note of the revised Pe-
troleum Production Plan in issuing permits 
and licenses to companies proposing to 
utilize indigenous petroleum resources for 
power generation.”  

The directive is a blow to a number of 
electricity firms that had earlier received 
licenses from the Electricity Regulatory 
Authority to investigate the possibility of 
putting up gas power plants. Some 
of these companies included 
Albatross, Lake Albert In-
frastructure Services Lim-
ited, Jacobsen Elektro, 
just to mention a few.

At the time when 
some of these com-
panies were pushing 

for licenses, the ministry of energy direct-
ed the Electricity Regulatory Authority to 
stop receiving licenses until a study that 
informed government how best to exploit 
the gas reserves had been done. The min-
istry of energy, however, allowed those 
companies that had already received li-
censes to investigate the possibility of put-
ting up gas power plants to carry on. 

Some companies like Albatross, where 
the highly-connected businesswoman, 
Amina Hersi, is a minority shareholder, 
used their political muscle to push for a 
generation license. However, our sources 
in government told us that they did not 
believe Albatross had the capacity to un-
dertake a 230MW gas power plant as the 
company had earlier promised. The com-
pany downsized the capacity of its planned 
power project to 50MW. 

As a way of playing smart, government 
officials asked Albatross to present it 
with an agreement that showed 
that it had access to enough gas 
reserves to put up the power 
plant. This is where the com-
pany needed to talk to an 
oil company that had ex-
ploited gas resources – a 
complicated position that 
the electricity company 
faced. Albatross failed to 
provide that agreement to 
government authorities.

It is partly as a result of 
this uneasy relationship 
between the oil companies 
that manage the gas re-
sources and the elec-
tricity firms that 

need that access, which could have led 
government to award the exclusive rights 
of generating gas power to the upstream 
oil companies. 

Already, Total E&P, the main oil company 
in Uganda’s oil fields, has applied for a li-
cense to assess the potential of putting up 
a 146MW gas power plant. Jacobsen Elek-
tro, the company that had shown interest 
in putting up a gas power plant, appears 
to have dropped those plans, and is now 
partnering with Total E&P in the Buliisa gas 
power plant. 

Only two wells in the Albertine graben in 
western Uganda have been tested for gas: 
Turaco-3, which has a flow rate of 60 mil-
lion standard cubic feet of gas and Nzizi-2 
with 14.1 million standard cubic feet. 

It is not clear if the other companies will 
be willing to wait up to 2020 for their op-

portunity to produce gas 
power. It looks un-

certain that they 
can be patient 

for that 
long.  



   

Total eyes 146MW 
gas power plant

ELECTRICITY

Total E&P Uganda has handed in an appli-
cation to the Electricity Regulatory Authority, 
seeking to produce 146MW of excess associ-
ated gas power in Buliisa. 

If granted, the French oil major is expected 
to be the first oil company in Uganda to pro-
duce gas power from the oil resources discov-
ered so far. The power will be needed to run 
the infrastructure facilities that are planned 
for the oil-rich region, such as heating the 
crude oil export pipeline and powering the 
refinery. 

Total E&P is yet to announce an official fig-
ure about the cost of putting up the pow-
er plant, but by our rough estimates, the 
amount could be at least $400 million.

According to Total’s application to ERA, 
which Deep Earth has looked at, the National 
Environment Management Authority has al-
ready approved the scoping report that will 
guide the construction of the power plant. A 
detailed Environment and Social Impact As-
sessment study is said to be ongoing. 

Total is also holding discussions with rele-
vant authorities on how to upgrade at least 
three main roads leading to the project site 
in Buliisa. 

Total E&P will mainly work with Newplan 
Limited in association with CITEC and Jacob-
sen Elektro to undertake the project. Jacob-
sen Elektro, just over two years ago, handed 
in its own application to put up a 50MW gas 
power plant in the oil fields. The Norwegian 
firm has a strong history with gas power, es-

pecially with its 185MW fuel gas turbine at 
Kinyerezi in Dar es Salaam, Tanzania.  

Already, the team that will carry out the fea-
sibility study for the project has been assem-
bled. Rachel Kalebbo, an electrical engineer 
with Newplan Limited, is expected to be the 
team leader from the technical side. 

Newplan will be in charge of supervising the 
construction of the project and coming up 
with a detailed engineering design. 

Total E&P has proposed three types of 
technology it intends to consider in order to 
generate gas power in Buliisa. One technol-
ogy is the internal combustion engine, which 
is effective enough to generate the 146MW 
that the company is targeting. Another 
technology is the use of a gas turbine, with 
the oil company saying this could generate 
about 128.5MW. The third technology is the 
steam turbine, which can generate between 
110MW and 115MW. 

Up to two square kilometers of land are 
needed for the project, according to Total’s 
plans. On this land, the Central Processing 
Facility, the first point of call for the crude oil 
coming out of the field, will cover 605 metres 
in width by 600 metres in length. The power 
plant within the CPF will cover 137 metres in 
width and 260 metres in length. 

One of the major risks that Total says the 
project will face includes a potential disrup-
tion of livelihood, especially the loss of access 
to natural resources used for food, medicine 
and building materials. 

Mota Engil 
seeks Oriang 
dam license 
extension 

The 380MW Oriang power proj-
ect is still waiting for an extension 
to a permit it received from the 
Electricity Regulatory Authority 
as it seeks to undertake feasibility 
studies for the plant. 

Top officials at Mota Engil, the 
company with the license over the 
project, have told us that while 
the project is delayed, it remains 
on track. 

We have also been told that the 
company is confident of easily 
concluding the financial invest-
ment decision to allow construc-
tion of the project to start. The 
Oriang power is expected to be 
the largest power dam in Ugan-
da to be undertaken on a purely 
private venture. 



      

Uganda moves to terminate Tibet Hima’s
concession over Kilembe copper mines
Three and a half years after Uganda handed a 

mining concession to Chinese firm Tibet Hima 
to explore and produce copper at the Kilem-

be mines, government has run out of patience with 
the slow progress and wants to terminate the agree-
ment. 

In an April 18, 2017 letter, which Deep Earth has, 
Matia Kasaija, the minister of finance, wrote to Wei 
Guo, the chairman of Tibet Hima Mining Company 
Limited, saying government was tired of Tibet’s fail-
ure to act on the repeated warnings. 

“In spite of the several notices of default…M/S Ti-
bet Hima Mining Co. has deliberately ignored/failed 
to honour the said obligations to wit… This letter, 
therefore, serves as a termination notice,” Kasaija 
wrote. 

There is so much to interpret from this termination 
notice. The notice means it will take a longer time for 
Uganda to exploit the international copper market. 

It places government in the spotlight, where ques-
tions will be asked whether government carried out 
enough due diligence on Tibet Hima before it award-
ed it the concession. 

The letter almost brings to an end a troubled rela-
tionship between the Chinese investors and the gov-
ernment of Uganda. For a long time, the government 
of Uganda has asked Tibet Hima to step up their in-
vestments in the Kilembe copper mines, once the 
flagship export project of the country. Oftentimes, 
Tibet Hima has given promises, like when they said 
they would start producing copper in late 2015. 

Many of these promises have been broken. 
It now appears that the promises were part of Ti-

bet Hima’s plan to calm tempers among some gov-
ernment officials, who, after a series of inspections, 
found some issues. The problems were many.  The 
auditor general, in his annual report for 2016, raised 
concern over Tibet Hima’s conduct. The auditor 
general wrote: “I noted that the concessionaire of 
Kilembe Mines Ltd assets has defaulted on key op-
erational terms of the concession agreement such 
as, non-payment of annual concession fees of $1.76 
million, failure to invest the minimum capital expen-
ditures totaling $175 million by December 2016, 
non-provision of unconditional exploration bank 
guarantee and failure to submit acceptable feasibil-
ity study reports on the smelter and tailings pond 
project.” The auditor general then said government 
was not going to achieve its objectives under the cir-
cumstances in which Tibet Hima was operating. 

According to an inspection report dated April 26, 
2016, a copy of which Deep Earth also has, Tibet 
Hima had not yet paid the exploration guarantee of 
15 per cent of the exploration budget of $16 million, 
which was due by at least the commencement date 
of November 26, 2014. 

Government also feels that Tibet Hima has not un-
dertaken the kind of exploration that can extend the 
known reserves at Kilembe to economic quantities. 
The plan was to give the mine a 25-year shelf life. 

MINING

TO NEXT PAGE



   

EAC Mining Bill 2017
passes first reading

The East Africa Mining Bill 2017 has 
been pushed to the parliamentary com-
mittee stage after passing through the 
first reading in Arusha, Tanzania at the 
end of May. 

Hon Chris Opoka-Okumu, one of Ugan-
da’s representatives at the East African 
Legislative Assembly, moved the bill. 

The mining bill aims to safeguard the 
interests of mining communities amid 
growing complaints of mining companies 
bullying tenants from the land.

The bill, according to the EAC secretar-
iat, “provides for a transparent and ac-
countable mechanism for the reporting 
of mining and mineral-related activities 
in the community. It is to ultimately re-
duce the differences in the operating en-
vironment for the mining sector.”

In Uganda, companies such as Gem-
stone International have been accused 
of pushing mining communities off the 
land, while others such as Guangzhou 
Dongsong have been accused of offering 
tenants small amounts of cash as com-
pensation for leaving the land. However, 
the accusations against these companies 
have never been independently verified. 

The EAC Mining Bill 2017 also seeks “to 
operationalise Article 114(2) (c) (iv) of 
the EAC Treaty which calls for harmonisa-
tion of mining regulations to ensure en-
vironmentally friendly and sound mining 
practices.”

MINING

Uganda moves to terminate Tibet Hima’s...
Government found that Tibet Hima has not made that kind of 

investment, saying “the proposed exploration expenditure of 
Tibet Hima is also far below what was approved in the conces-
sion agreement.”

In its defence, Tibet Hima told government that it had invest-
ed $51.2m since it won the concession. However, since the 
company had not filed any financial statement with govern-
ment at the end of each year of the concession, it became 
difficult to verify this amount.

What government found though was that Tibet Hima had 
failed to pay the annual mineral rent of Shs 22.9 million. 

Uganda also planned that by handing over Kilembe mines to 
an investor, the neighbouring Kasese Cobalt Company Limited 
would also be revived. But the inspection report noted: “Tibet 

Hima is yet to undertake a study for the processing of the 
tailings which is one of the consolidated assets in the Kasese 
Cobalt Company Limited plant.”

Now, insider sources within Kilembe mines say the Chinese 
are not serious. Our source, who is close to Tibet Hima, told us 
that company simply bid for the concession, hoping they would 
attract a richer investor. That plan did not work out. 

We have been told that Tibet Hima is now willing to take a 
loss by selling the concession at below-market price to any 
willing investor. For that to happen, Tibet Hima is talking to 
a number of political brokers who can convince the ministry 
of finance, and possibly State House, to get the termination 
notice withdrawn. Our sources say they do not see how the 
termination letter will be withdrawn, which could leave Tibet 
Hima counting even bigger losses. 

FROM PREVIOUS  PAGE

Simon Peter Lokeris, the minister of 
state in charge of mineral development, 
has been caught up in a scandal over a 
mining area in Nakapiripirit, stalling a 
road project being built by a Chinese 
firm. 

Lokeris is being accused of influence 
peddling, where he is said to have 
forced the deputy chief administrative 
officer of Nakapiripirit to grant a loca-
tion license to a company called Welt 
Machinen Engineering Ltd, where his 
son is a director. 

The location license was for an area 
where the Chinese company, China 
Road and Bridge Corporation (CRBC), 
was quarrying granite for a road project 
that stretched from Moroto to Naka-
piripirit. 

The Chinese firm says Lokeris pushed 
for the license after they had start-
ed their quarrying activities.  And yet, 
CRBC said it had paid fees to the local 
government of Nakapiripirit to under-
take quarrying activities of granite. 

Deep Earth has looked at a pile of doc-
uments that point to corruption, suck-
ing in ministers and judicial officers, 
in a fight for money. There have been 
court battles over the mining area in 
Nakapiripirit as compensation monies 

stretch over Shs 20 billion ($5.6 million). 
The scandal appears hard to resolve 

because of the list of players being ac-
cused of wrongdoing. Among those 
being accused of influence peddling 
include Deputy Attorney General 
Mwesigwa Rukutana, Minister Kahinda 
Otafiire, judicial officers and officials in 
the ministry of finance. 

There is no evidence to show that 
Welt Machinen had undertaken any in-
vestigations or exploration activities on 
the licensed area. 

Mining minister accused of 
stalling Chinese road project

Simon 
Peter 
Lokeris



      

KENYA

Kenya takes firm hold of
Africa’s geothermal space
Kenya’s position as Africa’s 

largest producer of geother-
mal energy has been further 

strengthened with the country 
moving to upgrade the Menangai 
project, which has a capacity to 
produce up to 1,600MW. 

Geothermal Development Com-
pany recently discharged two wells 
as the project looks to add to the 
137MW of steam already in place. 

According to GDC, Menangai is 
being developed in four phases, 
each of approximately 100MW. 

Kenya is also putting up a number 
of infrastructures around Menan-
gai as the country looks to make it 
one of Africa’s flagship geothermal 
projects. 

Road networks of 50km are being 
built. 

The country is also conducting a 
feasibility study for the establish-
ment of an industrial/heat park 
near the Menangai geothermal 
field. The study is expected to 
show whether the area is condu-
cive to attract more companies to 
the area.  

Kenya is also working on its pow-
er substations to evacuate the geo-
thermal power from Menangai. 
The Menengai-Soilo 13km 132kV 
double-circuit line will provide in-
frastructure to evacuate the power 
from Menangai. Already, the Soilo 
132/33kV substation has already 
been completed. The Menangai 
132kV substation has also been 
completed.

The Menangai project has already 
received financing from strong in-
stitutions such as the African De-
velopment Bank. The ADB through 
its Climate Investment Funds’ 
Clean Technology Fund, in April 
last year, extended $29.65 million 
in concessional loans to co-finance 
two geothermal projects, one of 

them being the Menangai. 
The progress at Menangai is 

part of a larger plan by Kenya to 
change its energy outlook, with 
the country focusing on having 
geothermal firmly account for 
more than 50 per cent of the 
energy mix. 

Kenya already boasts of the 
Olkaria geothermal plant, 
which has the largest installed 
capacity output of 320MW. 
Transmission lines to evacuate 
power from Olkaria have also 
been completed.

The country is also developing 

the Akiira geothermal 70MW 
project. Germany’s insurance 
firm Munich Re provided ex-
ploration risk cover for the Akii-
ra project. Insurance risk cover 
helps in attracting finance for a 
project. 

East Africa’s largest economy 
says it has a geothermal po-
tential of between 7,000MW 
and 10,000MW. Kenya has an 
installed capacity of 2,333MW 
at the moment, according to 
official figures. The country 
is targeting to have at least 
15,000MW of power by 2030. 

Nairobi's skyline that is increasingly being powered by geothermal energy



   

KENYA

Kenya suspends early oil export programme
The Kenyan government has suspended its plan 

of exporting crude oil by road until laws that gov-
ern the process are in place. The government had 
hoped to export oil from the Lokichar basin via 
road, using trucks with heated tanks mounted on 
top, to the port of Mombasa by June this year.  

However, the government announced recent-
ly that it had deferred the commissioning of the 
early oil pilot scheme (EOPS) to allow for the next 
parliament to address matters raised in the Pres-
idential Memorandum on Assent to the Petro-
leum (Exploration, Development & Production) 
Bill, 2015. Also, the government found it fit to 

have the Energy Bill, 2015, which will tackle the 
issue of revenue sharing, in place. The bill is cur-
rently at the senate for debate.  

Kenya is headed for general elections in early 
August, with the incumbent president, Uhuru 
Kenyatta, expecting a stiff challenge from opposi-
tion candidate Raila Odinga. The 11th Parliament 
was dissolved on June 15, with the new one ex-
pected to come into office later in August. 

The ministry of Energy and Petroleum an-
nounced, though, that infrastructure works for 
the preparation of the exports of oil will go on. 

Goldplat inks deal with Kenya 
Power on gold mine operations

Goldplat Plc, the UK mining firm exploring for gold at the Kili-
mapesa mine, has decided to switch to the power on the na-
tional grid as it looks to ease operations with the installation of 
a new processing plant. 

The company announced: “a strategic decision has been taken 
to bring forward the switchover to grid power in order to over-
come ongoing difficulties with the generators, primarily a result 
of poor diesel quality.”

Already, installation of the second stage of the new processing 
plant is underway, a process which, when completed, will in-
crease the amount of gold being mined out of Kilimapesa. Also, 
Goldplat believes the installation of the processing plant could 
ease its search for financing to invest in the gold project. 

Goldplat says it has already reached an agreement with the 
Kenyan government to have its facilities connected to the na-
tional grid.  

“An agreement has been reached with the Kenya Power and 
Lighting Co. Ltd to allow payment of the installation cost of ap-
proximately US$200,000 to be spread over 12 months. Instal-
lation is expected to begin towards the end of June 2017 and 
is expected to take six to eight weeks,” the company said in a 
statement. 

The UK firm said that the connection to the national grid 
“should have a positive impact on costs as fewer switchovers to 
diesel back-up power will be required.”

Goldplat is also undertaking exploration activities at Teng 
Teng, which falls inside the exploration license that the compa-
ny holds for its Kilimapesa gold mine.

Goldplat produced 964 ounces of gold and gold equivalent 
during the first quarter of 2017, making it one of the gold com-
panies to watch in the country.



      

TANZANIA

Barrick Gold Corporation 
has entered into negotia-
tions with Tanzanian state 

authorities, seeking an amicable 
settlement over a mineral export 
ban. This was after two damning 
reports upheld allegations that 
the Canadian firm’s subsidiary, 
Acacia Mining Limited, under-de-
clared the value of its gold and 
copper shipments in order to 
evade tax.  

At the centre of the negotia-
tions is to find a way in which 
the Tanzanian government can 
relax some of its recent recom-
mendations as a result of this 
dispute. The dispute started in 
early March after allegations 
emerged that the mining com-
pany was playing dirty. The rec-
ommendations are: payment of 
outstanding taxes and royalties, 
re-negotiation of large-scale Min-
eral Development Agreements, 
government ownership in the 
mines, and the continuation of 
the export ban.

The outcome of those negotia-
tions, which started in the middle 
of June, is bound to be a source 
of interest for many mining in-

vestors who might want to know 
how to operate in mineral-rich 
Tanzania, where the state is in-
creasingly claiming a larger share 
of mineral revenues. It is likely 
Acacia Mining will agree to make 
a financial payment to the Tanza-
nia government if the state’s ag-
gressive policies are to go by. 

“Barrick and the Government 
of Tanzania have agreed to enter 
into discussions in order to reach 
a mutually acceptable solution to 
the issues relating to the ban on 
the export of gold/copper con-
centrates as well as the future 
framework for Acacia’s opera-
tions in Tanzania,” a statement 
from the presidential office of 
Tanzania noted in mid-June. 

Some of these negotiations 
have already been held at the 
highest level – between Presi-
dent John Pombe Magufuli and 
the executive chairman of Barrick 
Gold, John Thornton. 

Already, Acacia has described 
the findings of two separate re-
ports into allegations of its un-
der-declaring of its mineral ship-
ments as “disappointing.”

Acacia Mining notes: “Based 

on more than 20 years of data 
available to us, it is impossible to 
reconcile those findings and they 
grossly overstate the value of the 
concentrates by more than 10 
times.”

According to its records, as at 
May 31, 2017, Acacia Mining says 
it has approximately 85,000 ounc-
es of gold, four million pounds 
of copper and 50,000 ounces of 
silver contained within unsold 
concentrate. Tanzanian author-
ities believe Acacia Mining has 
more, saying “the company has 
under-declared revenues and tax 
payments over a number of years 
by tens of billions of US dollars.” 

The mining firm has already an-
nounced that its mineral produc-
tion levels have dipped as a result 
of the uncertainty surrounding its 
operations. 

Acacia Mining remains the larg-
est mining company operating in 
East Africa today, with its pres-
ence being seen as a source of 
attraction to other mining firms. 
The company says it has so far in-
vested $4 billion in Tanzania since 
it started its operations there in 
2001. 

Tanzania, Barrick start talks 
over mineral export ban



   

TANZANIA

Kibo relinquishes mining 
licences for coal power

Kibo Mining has relinquished its 79 gold 
exploration licences and interest in the Lake 
Victoria region in order to concentrate on its 
flagship Tanzania project, the Mbeya Coal-
to-Power Project (MCPP) plant. 

Louis Coetzee, CEO of Kibo Mining, in a 
company statement, said: “Rationalization 
of our Lake Victoria project is a result of a 
continuous in-house evaluation of our min-
eral portfolios to ensure they are aligned 
with and positively support and contribute 
towards our corporate development strate-
gy. The significant cost savings and addition-
al availability of resources from this ratio-
nalization will be reassigned to our flagship 
Mbeya Coal-to-Power Project and Haneti 
nickel projects.” Kibo remains adequately 
leveraged and its share price continues to 
perform below company expectation. 

The announcement to relinquish the li-
censes came after Kibo Mining received as-
surances from the government of Tanzania 
over the need to speed up the development 
of the 250MW-350MW Mbeya Coal-to-
Power project.

Officials of Kibo Mining were worried that 
the recent sacking of top managers at Tan-
zania Electricity Supply Company and at the 
ministry of energy, coupled with major pro-
posals to the legal framework governing the 
natural resources industry, had thrown the 
coal-to-power project in uncertainty. Those 
worries, Kibo announced, have now been 
put to rest. 

Coetzee said: “We are very pleased with 
the latest response from the Ministry of En-
ergy and Mines, following recent policy and 
structural changes at the MEM and TANES-
CO (Tanzania Electric Supply Company). The 
process of negotiating and agreeing a final 
power purchase agreement should now 
progress at a considerably faster pace than 
over preceding months, as this remains 
the key to completing development of the 
MCPP.”

He added: “We are particularly encour-
aged by the MEM’s acknowledgement of 
the very advanced development status of 
the MCPP and its key role as a strategic re-
gional power hub able to tackle the unique 
challenges faced by the Tanzania energy 
sector at all levels, thereby providing a cata-
lyst for further economic development.”

Solo Oil prepares
plan for Ruvuma 
gas to lure partners

Solo Oil, the British firm explor-
ing for gas in Tanzania, is pre-
paring a development plan to 

exploit the gas potential in the Ruvu-
ma basin. The company is also consid-
ering to buy further into Helium One’s 
stake in the Rukwa gas project. 

The completion of the development 
plan is expected to partly help Solo 
Oil scout for investors willing to spend 
money on the Ruvuma basin, where 
the company is continuing to drill the 
Ntorya wells. 

“Work on the updated basin model 
for the Ruvuma acreage is ongoing to 
evaluate deeper targets and liquids 
potential in the basin. This informa-
tion will be incorporated in the Nto-
rya 3 drilling programme in order to 
maximise target potential at greater 
depths.   A development plan is in 
preparation and the company is work-
ing directly with the Tanzania Petro-

leum Development Corporation,” the 
company announced recently.

The Ruvuma basin remains one of 
the most prolific gas plays in Africa 
today. The basin has attracted quite 
a number of companies already, who 
own a number of gas blocks. 

However, the basin remains large-
ly underdeveloped as companies 
remain largely undercapitalized. As 
such, Tanzania is witnessing a num-
ber of deals in its gas industry. For 
example, Solo acquired a 10 per cent 
interest in Helium One Limited, which 
operates the Rukwa oil and gas field, 
for £2.55 million. Solo has up to June 
to consider whether it intends to take 
another 10 per cent stake in Helium. 

On the other hand, Solo Oil is also 
looking for investment partners to 
buy into the company to ease the 
capital expenditures it is facing in the 
Ruvuma field. 



      

RWANDA

Ron Weiss hits the 
ground running

Ron Weiss, the new chief executive officer of Rwanda Energy Group, has 
quickly embarked on his main task of operating the energy infrastructure in 
the country, the first of which being overseeing the upgrade of the power 
substation at Mukungwa.  

Weiss, on a tour of Mukungwa, said some of the substations were too old 
to run efficiently and needed to be upgraded. That assessment came from 
his other visits of numerous infrastructure such as the Ntaruka 11.25MW 
hydropower plant, Camp Belge and Rulindo power substations, the Gishoma 
15MW peat to power plant, Ntendezi, Mururu I, Mururu II and Mashyuza 
power sub stations.

REG said the Gifurwe substation in Rulindo is being upgraded while two 
more in Nyabihu and Rubavu will be constructed next year.

One of Weiss’ other key assignments will be to reduce power losses, which, 
at roughly 20 per cent, have contributed to unstable supply. There is also 
the need to increase the number of people who have access to electricity 
in Rwanda, with the option of building the off-grid network being a strong 
solution. 

Weiss, an Israeli, comes with a wealth of experience. He has been in the 
electricity industry for 27 years, part of which was his role as the vice presi-
dent of Israel Electric Corporation.  Ron Weiss

World Bank, Rwanda sign 
$50 million energy deal
Rwanda has signed a $50 million agreement 

with the World Bank, which is partly meant to en-
courage private companies to invest more in the 
country’s renewable energies. 

The grant will go towards financing the coun-
try’s Renewable Energy Fund, which is expected 
to spur private sector investments in off-grid proj-
ects.  

The agreement is part of the World Bank’s Scal-
ing-Up Energy Renewable Program, which sup-
ports the development of energy projects in poor 
countries. 

Rwanda, drawing from its Rural Electrification 
Strategy, will bank on the Renewable Energy 
Fund Project to make it attractive from both insti-
tutions and the public to put up power projects.  

“The fund which will be hosted in Development 
Bank of Rwanda will allow qualified savings and 
credit co-operatives and commercial banks to 
open local currency lines of credit to provide af-
fordable loans to their customers - both house-
holds and small businesses, for solar systems 
purchases,” according to Rwanda’s ministry of 
finance. It added: “It will also facilitate collabora-
tion between Rwandan financial institutions and 
private sector to ensure quality provision of off-
grid services and provide direct financing to qual-
ified mini-grid developers.”

The fund targets to provide 445,500 new off-
grid connections, which will in turn see about 1.8 
million people access off-grid electricity.



   

PEOPLE TO WATCH

Gilbert Assi, Country Manager, 
Vivo Energy Uganda

As the new country manager for Vivo Energy, Gilbert Assi 
comes into a Ugandan market that is increasingly being in-
filtrated with adulterated fuel, especially diesel where the 
figures are more than 10 per cent.  

On a regional front, Assi will have to find new strategies 
of challenging Total for the East African market. Total, which 
bought the Gapco franchise in East Africa, has strongly posi-
tioned itself as a top retailer for petroleum products. 

Another section that Assi might need to watch closely is 
the growing demand for liquefied petroleum products. 
Many Ugandans are shifting their energy needs for cooking 
from electricity-powered machines to gas. Positioning Vivo 
Energy products in this segment remains key. 

Patrick Mweheire, Vice Chairman, 
Uganda Chamber of Mines and 
Petroleum

Patrick Mweheire is the new vice chairman of the Uganda 
Chamber of Mines and Petroleum. Mweheire, who is the 
chief executive of Stanbic bank, brings a new financial per-
spective to the association, which aims to promote the inter-
ests of the private sector in the extractives sectors. 

Mweheire, who has a history of investment banking at Wall 
Street, is expected to offer key insights on how to ease ac-
cess to cheaper finance, and also ways on how the chamber 
can engage government on attracting more capital into the 
extractives. 

Mweheire replaces Richard Kaijuka. Kaijuka now heads the 
recently created Board of Trustees, whose role is to oversee 
the general management and operation of the chamber.

Hussein Kiddedde, Chairperson 
Uganda Freight Forwarders Association

Hussein Kiddedde, a seasoned logistics practitioner with 
20 years of professional management, training and consul-
tancy in transport, logistics and supply chain fields within 
East and South Africa, has been elected as the chairperson 
of the Uganda Freight Forwarders Association. 

Kiddedde, the CEO of Graben 4PL, comes in at the time 
when Uganda’s oil industry is preparing for heightened logis-
tics activities in preparation for the construction of the crude 
oil export pipeline. 

On the regional front, Kiddedde will have to find ways of 
dealing with the regional dynamics, especially from Kenya, 
which is looking at becoming the main regional hub as it cre-
ates a number of oil jetties, the latest being one at Kisumu. 

 



      

FINISH LINE

We are keeping our eyes on Kilembe Mines 
Limited. While Tibet Hima appears to 
have underperformed in relation to gov-
ernment’s expectation, terminating the 
Chinese firm’s contract before Uganda 

comes up with a short-term contingency plan to manage 
the mines might be a little risky. 

Anything short of a back-up plan for Kilembe is bound to 
create a scenario where commission agents are bound to 
start pushing for the interests of other companies to take 
over the copper mines. 

The dilemma that Uganda’s government faces over 
Kilembe Mines, and who manages it after, should create 
some discussion of the need to create a state holding min-
ing company. Rwanda already has one, Ngali Holdings. 
Perhaps it is time that Uganda started thinking critically of 
having a holding company that can easily step in to man-
age a project if a private investor failed. 

We feel government has taken the right decision to give 
the upstream companies the right to produce electricity 
from the oil and gas resources. One of the advantages here 
is that it eases the negotiations over the exploitation of the 
oil and gas resources since government has already been 
engaging the upstream firms for quite a long time now. We 
believe the gas power projects will move a little faster now, 
especially considering that the oil companies have the fi-
nancial resources to execute these projects. While oil com-
panies do not have the experience and expertise in power 
generations, the partnership that Total E&P has entered 
into with Jacobsen means this barrier can be easily solved. 
So, we expect the oil companies to enter into partnerships 
with other energy firms to execute the power projects. 
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