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Government is on the right track

Uganda has recently announced a licensing round for six oil and gas exploration 
blocks. Uganda too, has selected a consortium to partner with it in the 

construction of a $3 billion refinery. The country intends to issue two petroleum 
production licenses soon as well. Furthermore, it is building three hydropower 
dams and handling several other transport-related infrastructural projects in one 
go. In the meantime President Museveni continues to traverse the country daily 
launching various new projects.

All this is happening against the backdrop of falling global oil prices.

The Uganda Chamber of Mines and Petroleum (UCMP) is pleased that the 
Government of Uganda has reacted to these falling prices with utmost decisiveness 
with business-like hastiness becoming the order of the day.

The National Budget is set to be read, two months early in April, – in line with this 
new-found robustness.  Besides, an IMF delegation is in the country to advise 
on the best likely course of action as regards various challenges affecting the 
extractive sectors like taxes on exploration, infrastructure and the legal regime.

Related to the above, GoU has also promised to have the National Petroleum 
Authority and National Oil Company in place within the next three month. The 
government too is seriously considering scrapping taxes on exploration activities 
in the oil and mining sectors.

The recent issuance of regulations to implement the earlier passed petroleum laws 
is another great step in the right direction for Uganda, in its journey to become an 
oil producer. 

For a long time, the UCMP has called for this kind of business-like government 
approach to issues in the extractive industries not only because its members need 
the contracts therein to survive but also because it would uplift the people of 
Uganda in general as a result of increased commercial opportunities in the country.

While the Government notes that delays in reaching certain decisions are inevitable, 
it is cognizant of the pressures within which the private sector operates. 

As such, the Chamber is very happy that there is vigorous attention to solving 
the challenges of the economy and is positive that things are moving in the right 
direction.
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UCMP, 
GOVERNMENT 

talks start to
bear fruit

“The Ministry 
of Finance has 
prepared a 
Cabinet paper 
to rati onalize 
the tax regime 
on investments 
including oil, 
gas and mineral 
explorati on. 
It will receive 
urgent att enti on 
by Cabinet,” said 
Kiiza. 

UCMP, Government talks start to bear fruit
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OVER the course of three months back 
and forth discussions including 
two face-to-face meeti ngs 

between offi  cials from the Offi  ce of the Prime Minister 
(OPM) and the Uganda Chamber of Mines and Petroleum 
(UCMP) have gone a long way in trying to do-away with 
various bott lenecks that have undermined investments in 
the oil and mining industries. 

These deliberati ons – that have run from late December 
2014 through February 2015 – are a conti nuati on of 
discussions that started in 2013 when President Museveni, 
challenged the UCMP to add value to Uganda’s minerals, 
while speaking at the Mineral Wealth Conference and at a 
meeti ng he hosted at State House, Entebbe later that year.  

For value additi on or benefi ciati on to thrive however, 
the government would have to guarantee the right 
environment, the UCMP noted. This meant rati onalizing the 
taxati on regime, harmonizing land laws, upping the energy 
and transport infrastructure amongst many other areas. 

So far, the meeti ngs have been described as “frank, 
interacti ve and educati ve” by Elly Karuhanga, the UCMP 
chairman, noti ng aft er the latest one, “We are very 
hopefully aft er a largely producti ve meeti ng that some of 
our recommendati ons have been implemented, others are 
about to be implemented and while others will soon be 
approved.”

His opti mism was shared by, Prime Minister, Dr Ruhakana 
Rugunda, the chair of the meeti ngs, who said: “We are 
making good progress. We recognize the need to handle 
issues together with the private sector to remove the 
bott lenecks. We should ensure that the oil and mining 
sectors are given as much support as possible. 

Adding, “There is enormous potenti al that will help our 
economy if these sectors are given the necessary support 
by government. Government is more than ready to play its 
role.” 

UCMP, Government talks start to bear fruit

Below, we expound on what has formed the gist of the 
deliberati ons so far: PTO The Uganda Chamber of Mines & Petroleum 11



UCMP, Government talks start to bear fruit

Cabinet to discuss 
scrapping of taxes 

THE Government 
of Uganda 
understands the 
anxiety the taxati on 

has caused amongst oil 
and mining explorati on 
fi rms and will be seeking 
to address the situati on in 
March 2015, when Cabinet 
discusses the Nabti onal 
Budget Framework, 
Lawrence Kiiza, a director 
for tax policy at the 
Ministry of Finance, has 
said. Kiiza was responding 
to UCMP Chairman Elly 
Karuhanga, who had 
expressed reservati ons 
about the speed at which 
the state was approaching 
the issue which has played 
out for over 2 years. 

The UCMP wants to see full exempti on on VAT and withholding tax 
during the explorati on phase of oil, gas and mineral projects as these 
taxes represent an additi onal cost to companies, which ulti mately can 
be a deterrent to long-term and capital intensive projects.

“The Ministry of Finance has prepared a Cabinet paper to rati onalize 
the tax regime on investments including oil, gas and mineral 
explorati on. It will receive urgent att enti on by Cabinet,” said Kiiza. 

To give weight to Kiiza’s remarks, Mati a Kasaija, the State Minister 
for Finance (Planning) noted that similar tax breaks had already been 
granted to rice processors. 

“Cabinet recognizes the taxati on hurdles parti cularly concerning 
processing, manufacturing and specialized inputs and has as such 
instructed the Finance Ministry to review the  with rice processors 
being the fi rst benefi ciaries,” Kasaija noted, as he promised 
comparable breaks to the extracti ves industries. 

Giving further credence to these statements was Peter Lokeris, the 
State Minister for Mineral Development who told Reuters, on the 
sidelines of the Mining Indaba in South Africa, in February 2015, that 
Uganda’s new mining law will scrap a series of taxes and introduce 
bidding rounds for explorati on licenses with the aim of att racti ng 
investors to a long-neglected sector.

“We found the explorati on tax to be so prohibiti ve, the companies are 
really complaining,” Lokeris told Reuters in Cape Town.

The draft  bill, which needs to be passed by parliament fi rst aft er 
getti  ng the go-ahead from cabinet, also recommends moving away 
from the “fi rst-come, fi rst-served” explorati on licensing policy to help 
eliminate passive speculators.

“We want to streamline this by insti tuti ng the procedure of bidding 
rounds,” Lokeris said.

Mining firms seek 
community acceptance 
DIALOGUE between mining fi rms and mineral-
rich communiti es is expected to go a long way in 
solving the land complicati ons that have beset 
the industry. One of the more controversial points 
in Uganda’s consti tuti on has always been the 
ambiguity surrounding access to surface rights to 
facilitate mining explorati on. 

The law grants the state the mineral rights while 
individuals own the land rights – setti  ng the ground 
for confl ict between licensed mining fi rms and 
land owners over accessibility and compensati on

As such calls to reach a middle ground on the same 
have refused to go away. It’s on this basis that 
the Ministry of Energy and Mineral Development 
plans to engage a consultant to develop a positi on 
paper on the policy, regulatory and insti tuti onal 
framework for land and surface rights in Uganda 
that will guide the reformati on of this parti cular 
law. The Mining Act 2003 is currently undergoing 
review. 

In additi on to the above, the Energy Ministry and 
the Offi  ce of the Prime Minister were to hold 
a sensiti zati on workshop about the proposed 
recommendati ons and amendments in February 
involving the relevant key stakeholders. 

According to Godfrey Bahati , an assistant 
commissioner, Department of Geological Survey 
and Mines, indigenous communiti es and licensed 
mining fi rms needed to co-exist for the sector to 
thrive. 

“The ministry and the DGSM intend to streamline 
the land issues by the end of 2015. One of the 
soluti ons being considered is organizing the 
arti sanal miners in cooperati ves to so that they 
can conti nue mining legally alongside the licensed 
fi rm,” says Bahati . 

To partake in the discussions would be leaders like 
LC 5 chairpersons, RDCs and MPs from districts 
where arti sanal miners are prevalent. 

The Uganda Chamber of Mines & Petroleum12



UCMP, Government talks start to bear fruit

Govt To Support Mineral Exploration …with TNT, REEs & Karamoja funding 

Mining fi rms and individual will 
soon have their explorati ons and 

mining costs cut signifi cantly once 
they start purchasing TNT locally. TNT 
is used in the blasti ng of rocks to ease 
their exploitati on during the mining 
process. Miners through the Uganda 
Chamber of Mines had decried the high 
costs incurred importi ng explosives in 
the mining process during a meeti ng 
with President Yoweri Museveni in 
December, 2013. 

Museveni pledged to have the 
Nakasongola Arms Factory produce the 
explosives locally to do away with the 
more expensive imports. This promise 
is now closer to fruiti on with Ngabirano 
Kahirita, an Undersecretary for Logisti cs, 
noti ng that a lead investor was identi fi ed 
and producti on was set to begin by the 
end of October 2015. The producti on 
of the TNT will be done under a Public 
Private Partnership. 

Also from the state is an assurance to 
allocate $5m in the next nati onal budget 
towards carrying out extensive and 
conclusive explorati on of the alumni 
clays in Makuutu, Eastern Uganda, which 
are believed to hold signifi cant deposits 
of rare earth elements that could scale 
over $300bn in value.  Fortunately, 
government is also considering the 
establishment of a nati onal Mineral 
Explorati on and Mining Company, 
which will make it easier to fund such 
explorati on projects in the near future. 

“Government needs to take the lead 
as regards explorati on if Uganda is to 
benefi t from its mineral riches. Already, 
the harsh investment climate globally 
has seen about 90% of the junior 
explorati on companies close shop 
across the world. It would be diffi  cult 
for Uganda to att ract the remaining few 
explorati on fi rms at this stage, hence the 
need for a nati onal explorati on company 
to carry the risk burden,” noted Elly 
Karuhanga, UCMP Chairman. 

Namibia has a Mineral Development 
Fund which has provided US$92m 
in low-interest loans and US$9m in 
grants for medium and small mining 
and explorati on scale projects seeing 
that banks fi nd these projects too 
risky to fi nance before their feasibility 
is established. In Nigeria, the state 
provides loan guarantees and technical 
support.

Lawrence Kiiza, a director for tax policy 
at the Ministry of Finance, said the 
REEs explorati on funding plus the $20m 
needed to carry out aeromagneti c 
surveys of the Karamoja region would 
be priority recommendati ons in the 
Nati onal Budget Framework paper that 
would be discussed by Cabinet in March, 
2015.  He was however reminded 
by Richard Kaijuka, the UCMP vice 
chairman, that it was important that the 
pledges were fulfi lled in 2015 since the 
same promises never came to fruiti on 
last year. 

Miners get land for 
value addition
THE 100 acres of land off ered to the UCMP 
by President Yoweri Museveni, are ready, 
Frank Sebowa, the Executi ve Director, 
Uganda Investment Authority has said. The 
land is meant to boost value additi on or 
benefi ciati on in the mining and petroleum 

industries, as Uganda seeks to earn and employ more in these 
sectors.

“This land is available. However, it is spread across various industrial 
parks countrywide including Namanve, Kasese and Soroti  because it 
was impossible to get all the 100 acres in a single park. We now only 
have to work out the modaliti es with the UCMP,” noted Ssebowa.

President Museveni has been a big advocate of value additi on locally, 
arguing that more jobs are created and more revenues gott en this 
way. He reiterated this point at the February, 2015, his politi cal 
party, the Nati onal Resistance Movement’s retreat in Kyankwanzi, 
where he promised NRM’s and government’s support for this cause.

The President has also recently made good on the promise to 
contribute Shs100m towards the constructi on of a home for the 
UCMP.

Meanwhile, the UIA is also on course to become a one-stop-centre 
for investment licensing, with a physical address in Kololo, a Kampala 
upmarket suburb.

“We completed the online setup and are soon starti ng constructi on 
of a physical home in Kololo with funding from the World Bank,” 
said Sebowa.

DGSM to match PEPD 

The Department of Geological Surveys and 
Mines (DGSM) will soon be functi oning 
under an appropriate budget as the Uganda 
intensifi es its eff orts to make the minerals’ 

industry a key component of its economy. Though 
blessed with various minerals, Uganda has not 
signifi cantly earned from them as they remain 
largely unexploited. A poorly facilitated DGSM has 
been sighted as one of the reasons why minerals 
investments and revenues are not up to scratch 
hence the move to strengthen it to the level 
of its sister department, the PEPD – Petroleum 
Explorati on and Producti on Department. 

“We have made signifi cant progress in this regard 
so far. A restructuring plan has already been 
approved; a commissioner was appointed and 
soon we will be transforming the DGSM into a 
fully-fl edged directorate,” said Peter Lokeris, State 
Minister for Mineral Development.

Some of the extra cash towards the strengthening 
of the DGSM will be a percentage of the collected 
Non Tax Revenue. 

The PEPD has been credited by playing a starring role 
in the discovery of oil in Uganda and in the journey 
towards its producti on. A stronger, well facilitated 
DSGM is expected to make similar headway in the 
minerals sector as more inspecti ons, explorati on 
and licensing among others will be 
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UCMP, Government talks start to bear fruit

Controlled iron ore 
exports allowed 

A ban on exportati on of iron ore (or ‘soil’ as President 
Yoweri Museveni calls it) will soon be parti ally 
lift ed, Peter Lokeris, the State Minister for Mineral 
Development, has said. 

“Firms have requested Government to allow them export 
some iron ore so that they can recover their explorati on costs. 
My ministry will bring up a paper on the matt er, for Cabinet 
considerati on by end of February, 2015,” Lokeris noted. 

Iron ore exports were banned by President Museveni in 2012, 
amidst calls for the mineral to lead Uganda’s industrializati on 
drive. However, several players in the industry expressed 
discomfort with the ban, noti ng they had invested a lot in 
the explorati on and mining of the mineral, with hopes 
of recouping their money through exports. They noted 
that a steel industry though very important to Uganda’s 
industrializati on, was sti ll way off  and therefore not the most 
appropriate way of breaking even fast enough. 

J.A. Almond (1964) and Kagule-Magambo (Magambo, 1983) 
suggested that for an iron and steel industry to happen here, 
at least 50 million tons of mineable iron ore had to be proven. 
This target has since been surpassed however, with Great 
Lakes Iron & Steel, Kigezi Steel, Uganda Internati onal Mining, 
Sino Minerals among others proving iron reserves in excess 
of 600 million tons. Importantly, a large area sti ll remains 
unlicensed and as such reserves could exceed a billion tons.

While the Chamber supported the need for mining fi rms to 
recoup their investments through iron ore exports, Richard 
Kaijuka, the UCMP, said they had not lost track of the call for 
benefi ciati on; with key players in the iron and steel industries 
set to meet on February 25, 2015 to discuss this very topic. 

Uganda To Finally 
Certify Its Minerals 

Uganda will soon earn more from minerals like 
ti n, tantalum, tungsten (the 3Ts) and gold, now 
that the foreign aff airs ministry is fi nalizing the 
development of a work plan and proposal for 
establishment of the mineral certi fi cati on and 
traceability system. 

Okello-Oryem, the State Minister for Foreign aff ords says a 
Cabinet memo on the same will be discussed in February, 
2015 and subsequently a draft  bill about mineral traceability 
and certi fi cati on will be forwarded.).

 “The UCMP is pleasantly surprised and happy with the 
excepti onal cooperati on extended by the Foreign Aff airs 
ministry and we are certain the mineral certi fi cati on and 
traceability issue will soon be resolved. The UCMP is sick and 
ti red of having Uganda minerals certi fi ed in neighbouring 
countries as this denies the country a lot in revenues,” noted 
Elly Karuhanga, the UCMP chairman. 

The Chamber has been at the forefront for advocati ng for 
the fast-tracking of a certi fi cati on and traceability centre, 
with its members even reaching a private certi fi cati on 
arrangement by the end of last 2014, according to Richard 
Kaijuka, the vice chairman, UCMP. 

“$500m can be generated by the country overnight with this 
certi fi cati on in place. We need it like yesterday,” said Kaijuka. 

As a member state of the Internati onal Conference of the 
Great Lakes Region (ICGLR), Uganda became one of the 
signatories to the ICGLR protocol on illegal exploitati on of 
natural resources in 2006, which set in moti on the process 
for mineral certi fi cati on. On December 15, 2010, the Lusaka 
Declarati on of the ICGLR Special Summit to fi ght illegal 
exploitati on of natural resources in the Great Lakes Region 
was signed by the ICGLR member states, Uganda inclusive.

The 3Ts and gold are the designated minerals for certi fi cati on 
which are considered to be at the center of illegal mineral 
exploitati on in the Great Lakes region; with proceeds 
mainly suspected to fuel wars. These are the same minerals 
targeted under the United States Dodd Frank Act, secti on 
1502 on confl ict minerals and this also enacted into law in 
2010.A Uganda International Mining worker. The company had 

for long implored government to lift the ban on iron ore 
exports

The Uganda Chamber of Mines & Petroleum14



Cooperatives for Artisanal Miners  

Plans to organize arti sanal miners into organized groups like 
cooperati ves are sti ll valid, the State Minister for Mineral 
Development, Peter Lokeris has said. The Minister was 

responding to a recommendati on by the UCMP to have the 
small-scale miners monitored more and bett er so that they 
not only adopt safer and environmental friendlier methods of 
mining but also start paying taxes and royalti es. 

Says Lokeris: “My ministry requested for more inspecti on 
funding (about Shs1bn) but this is sti ll awaiti ng Cabinet 
approval. We have always wanted to organize the arti sanal 
miners in cooperati ves as this way we can monitor the mineral 
trading and realize more royalti es and taxes.”

Despite operati ng outside the law, Lokeris says abruptly 
interrupti ng their acti viti es would be met with a lot of resistance 
as this was their livelihood hence the cooperati ves opti on. 
Already, he notes arti sanal miners in Mubende had asked the 
state to help them organize themselves in more formal groups. 

Arti sanal miners are said to mainly sell their minerals to 
smugglers who in turn do not pay taxes. According to Beta 
Hinton’s Jennifer Hinton, who has done numerous studies on 
small-scale mining in Uganda, says a 2008 survey esti mated 
arti sanal miners to number about 200,000 in the country and 
that they were producing about $373m worth of minerals 
annually. 

“Most of their earnings are spent locally and as such sti mulate 
the local economy. There are numerous strategies elsewhere 
in the world where companies and governments have worked 
closely with arti sanal miners so this can be replicated here in 
Uganda,” she says. 

Having a dedicated offi  ce targeted towards arti sanal mining in 
the Department of Geological Survey and Mines (DGSM) would 
be a good fi rst step to take in this regard. 

Mining, Oil Need Rail Transport  
Value additi on or benefi ciati on 

in Uganda’s nascent mining 
industry will be boosted by key 

government interventi ons on the 
infrastructure front. Key amongst 
them is railway transportati on – 
which is important in the hauling of 
colossal industrial minerals like iron 
ore, vermiculite, phosphates, marble 
and limestone amongst others. There 
have also been engagements between 
the ministries of Energy & Mineral 
Development and Works & Transport 
to address enhancement of existi ng 
wagon capacity especially with on-

going developments in oil and gas. 

Currently, Kenya, Rwanda, South Sudan 
and Uganda are jointly developing the 
Standard Gauge Railway network from 
Mombasa-Malaba-Kampala-Kasese/
Bihinga-Kigali and Tororo-Pakwach/
Gulu-Juba.

Rift  Valley Railways (RVR) was given a 
25-year concession to deploy Uganda 
Railway Corporati on (URC) wagons to 
the best commercial advantage; but 
they may not be in the project area. 
Besides URC wagons conceded to RVR 

are inadequate in number to meet the 
rail freight demand in both Kenya and 
Uganda. 

The esti mated capacity is about 2000 
wagons as of now and luckily most 
are in good conditi on with only a 
few grounded in Kenya. The Works 
Ministry is cognizant of the need to 
purchase an esti mated 200 new fl at-
bed wagons Plans too are underway by 
the ministry to improve and enhance 
existi ng wagon capacity for example the 
Tororo Packwach (500km); which while 
only recently opened by RVR requires 
substanti al upgrade. 

To be considered too will be the train 
speeds which can’t exceed 15km/hr 
and 40 tonne payload wagons can’t 
be loaded beyond 30 tonne (75%). 
Cargo throughput can’t exceed 200,000 
tonnes per annum either. The upgrade 
is esti mated at $25 million.

The Malaba-Tororo secti on (15km) of the 
railway does not require any substanti al 
works. Following this interventi on the 
Malaba-Tororo line would be able to 
carry up to 500,000 tonnes per year, at 
speeds of up to 30kph, with 30 tonne 
payloads per wagon. For now the enti re 
Malaba-Kampala railway is operati onal 
and carries around 600,000 tonnes per 
year.

UCMP, Government talks start to bear fruit

Destructive artisanal mining in Bugiri, Busoga Region.

The Uganda Chamber of Mines & Petroleum 15



NEMA strengthening key 

The Nati onal Environment 
Management Authority 
(NEMA) is in urgent need of 
capacity building to ensure 

environmental compliance of mining 
and oil companies. NEMA is currently 
very limited on both the technical and 
fi nancial side, yet it is mandated to 
prevent environmental degradati on in 
an ever industrializing country. 

An on-going review of the NEMA Act 
is intended to strengthen the body. 
Dr Gerald Saula Musoke, Deputy 
Executi ve Director of the Authority 
says, that by March, 2015, the 
recommended changes will be ready 
for Cabinet considerati on. NEMA 
he added had partnered with the 
UCMP and other private players in the 
mining and oil industries to ensure 
sustainable practi ces through the 
provision of compliance assistance 
programs. 

“NEMA is also conti nuing to undertake 
the routi ne compliance inspecti ons, 
audits and monitoring – which always 
ensures that the proposed miti gati on 
measures are implemented by the 
respecti ve companies & if this is 
strengthened in future, it will go a long 
way towards compliance assistance,” 
Saula noted. 

Richard Kaijuka, the deputy chairman, 
UCMP, however noted that concerns 
about NEMA’s capacity to adequately 
carry out their mandate conti nued, 
reiterati ng the off er by UCMP 
members to help the Authority with 
funding to ensure ti mely inspecti ons. 

“When inspecti ons are not carried 
out on ti me, our members’ programs 

are delayed; hence the off er to assist 
NEMA,” noted Kaijuka. 

UCMP council member, Paul Sherwen 
and the chairman Elly Karuhanga 
further called on NEMA to expand its 
coverage area beyond the big fi rms 
and focus on the arti sanal miners’ 
unchecked degradati on and use of 
dangerous items like mercury, too. 

Dr Saula, says NEMA was cognizant 
of the issues surrounding arti sanal 
mining and was implementi ng two 
programs that sought to create 
awareness about the dangers of 
environmental degradati on and 
mercury use, while also introducing 
harmless chemicals to replace the 
mercury. 

Small-scale or arti sanal miners use 
mercury is used to extract gold from 
the rock or soil but in the process 
expose themselves to poisoning. As 
a neuro-toxin, mercury aff ects the 
cerebellum – the part of the brain 
which coordinates movements. It also 
harms the kidneys and other organs. 

The Prime Minister, Ruhakana 
Ruganda, says it is imperati ve that 
arti sanal miners are supported so that 
they can earn a meaningfully living in 
the best of conditi ons. He also urges 
government bodies to take advantage 
of the private sector’s goodwill and 
welcome the funding it advanced to 
aid NEMA.

“Even if their aid is refundable it 
is welcome; since constant, ti mely 
NEMA inspecti ons would relegate 
paralysis in the mining and oil sectors,” 
Rugunda adds. 

UCMP, Government talks start to bear fruit

John Muruli Muyambi (R) watches the 
Minister and the Commissioner DGSM 
prepare to go down the pit at his gold 
exporation site in Mashonga, Bushenyi.
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UCMP, Government talks start to bear fruit

Uranium is one of the 
strategic minerals for 
development in Uganda, 
the State Minister for 

Mineral Development, Peter 
Lokeris has said. Iron ore and 
limestone, among other industrial 
minerals are also regarded as 
strategic, by the government 
of Uganda, as they are deemed 
key components in the future 
industrializati on of the country. 

“Uranium will provide another 
source of electricity when 
developed. Remember, to become 
an industrial country, Uganda 
needs a lot of energy which we 
cannot realize from hydro and 
thermal plants,” says Lokeris. 

Already, a work plan and strategy 
has been developed by the 
Ministry of Energy and Mineral 
Development to fast-track the 
exploitati on of the resource. 
Lokeris says the geologists from 
the Department of Geological 
Survey and Mines will initi ally carry 
out explorati on to establish the 
potenti al reserves of the mineral, 
which data will then be adverti sed 
to att ract private players in the 
industry. 

Elly Karuhanga, had expressed 
concern over the presidenti al 

ban on uranium exports that had 
scared away private players. 

Presidenti al Round Table on 
Minerals Set 

The Uganda Chamber of Mines 
and Petroleum will annually lead 
private players in the mining 
industry in annual deliberati ons 
with President Yoweri Museveni, 
under the banner, the ‘Presidenti al 
Round Table on Minerals’. 

Sansa Mugenyi, the Ag Director, 
Coordinati on, Monitoring and 
Evaluati on in the Offi  ce of the 
Prime Minister, says the Round 
Table is set and that structures at 
the technical level are already in 
place.

“Preparatory meeti ngs for the 
Round Table are being held some 
chaired by the Head of Public 
Service and this very gathering 
at the OPM is also one such 
preparatory assembly,” noted 
Mugenyi, during the February, 2, 
2015 conference. 

President Museveni initi ally met 
the UCMP members in December 
2013, at State House, Entebbe. 
He has also att ended the last two 
Mineral Wealth Conferences. 

Uranium, now a strategic 
mineral 
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There are signs that oil prices 
have bottomed out. After 
months where the price of 
crude oil was in a free fall, the 

first few days of February showed some 
signs of recovery. 

The price of oil has started to crawl back, 
steadily going above $50 per barrel, and 

raising optimism that the industry had 
seen the last of the worst days after a 
turbulent six months. 

While the price of crude inches upwards, 
the industry remains months away from 
the comfort zone it was enjoyed, where 
a barrel went for more than $90 as early 
as June 2014. 

OIL 
PRICE 
FALLS: 
Is Uganda 
worried?

Companies are already feeling the 
impact. Tullow Oil has already announced 
a cut in expenditure, while Total E&P 
is considering a hiring freeze. Both 
companies operate in Uganda. 

There are worries that the impact these 
companies face at a global level could be 
felt in economies such as Uganda’s. 

Uganda has so far discovered 6.5 billion 
barrels of oil, of which 1.4 billion of this is 
said to be recoverable. Only one company, 
CNOOC, has received a production license 
for the Kingfisher field. Both Total and 
Tullow have submitted field development 
plans for a number of wells as they await 
production licenses. 

The country is in the final preparations 
of putting in place institutions that will 
govern the sector. Already boards for the 
National Oil Company and the Petroleum 
Authority have been selected. The 
formation of these bodies was expected 
to lay the ground work for the next round 
of licensing for the oil blocks.

Uganda is also close to announcing the 
winning company for its refinery, and 
thereafter creat a special purpose vehicle 
for the project. 

There are fears that these plans could be 
derailed as investors get worried over the 
impact of the dropping oil prices on the 
country’s petroleum industry. 

For example, Razia Khan, the Head of 
Macro Research at Standard Chartered 
Bank, Africa, released a report that 
pointed to dropping oil prices forcing oil 
companies to reassess their investment 
plans. 

“Weaker oil prices have a mixed impact 
on Uganda,” she said, and added: “In the 
very near term, Uganda should benefit 
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from a lower import bill. The pass-through into infl ati on of a 
weaker Uganda shilling will also be muted as a result of weaker 
oil prices. However, with Uganda developing its own oil reserves, 
the country is also likely to experience the negati ve eff ects of a 
weaker oil price environment.” 

Khan said the share prices of oil companies had also been 
batt ered and impacted on their balance sheets. 

“Share prices of explorati on companies have fallen signifi cantly 
as oil prices have weakened. Many will now fi nd themselves in 
a more diffi  cult funding environment. Some existi ng explorati on 
will conti nue – especially where resources and equipment have 
been pre-committ ed. But overall, explorati on budgets are likely 
to be cut,” she said. 

At the moment, no company has come out to note that they 
are considering modifying their investments in Uganda, where 
progress in the oil industry is slower than earlier anti cipated. 

Ugandan authoriti es say they are yet to assess the risks of the 
drop in oil prices. 

Ernest Rubondo, Commissioner, Petroleum Explorati on and 
Producti on Department, said it was not uncommon for oil prices 
to fl uctuate. 

“Internati onal oil prices always fl uctuate by going up and down. 
Although low oil prices can impact the development of oil and 
gas fi elds especially those whose economics are marginal, it is 
too early to predict how low the prices will drop this ti me round 
or how long this reducti on will last,” he said in a statement. 

Rubondo pointed out the fact that Uganda had not yet started 
producing oil, and in any case investments in the oil industries 
were long term and hence factor in the risks of oil price drops. 

“There is no crude oil producti on in the country yet therefore 
the impact of oil prices on the development of the oil and gas 
sector in the country is more diffi  cult to predict. Oil and gas 
projects are long term in nature and the short term fl uctuati ons 
of oil prices are always factored into the developments,” he said. 

A number of oil companies have already committ ed huge 
amounts of money to Uganda, with Tullow announcing a $3 
billion expenditure on drilling and explorati on over the years. 

The companies are also about to roll out a $12 billion expenditure 
plan as the country moves to fi rst oil, with a target year of 2018. 

These are plans that are not expected to be shelved because of 
the drop in oil prices.

For a country as a whole, it appears the risks are not that 
signifi cant, although there have been reports of companies 
sizing down on some of their staff . 

The only signifi cant risk that counts at the moment is whether 
the country had pegged much of its investments – such as the 
constructi on of a $3 billion refi nery – around prospects of a 
strong oil price. 

Instead the drop in the oil price off ers a criti cal learning lesson 
for the country – that oil, however fi nancially rewarding, carries 
some level of high risks, and that a country should always be 
prepared of any challenges that could be lurking everywhere.  

Central Bank Governor Urges Cauti on 

The huge drop in global oil prices means that Uganda should 
cauti ously spend its money in the medium term since large returns 
from its petroleum resources cannot be guaranteed, the Bank of 
Uganda, Governor, Emmanuel Tumusiime Mutebile has said. 

“The uncertainty raises the probability, that oil prices will not be 
high enough to enable Government to earn much revenue from 
oil. As a consequence, there is a huge amount of uncertainty 
about the magnitude of public revenues over the long term. Given 
this uncertainty, it is imperati ve that Government should be very 
cauti ous about incurring expenditure 

commitments, the fi nancing of which is conti ngent on substanti al 
infl ows of oil revenues in the future,” Mutebile noted at a public 
lecture in Kampala in late February 2015. 

To emphasize the uncertainty surrounding prices, the Governor 
noted how one of the sources of economic forecasts that used by 
BoU had in March 2014, forecasted crude oil prices at $148 per 
barrel in the second quarter of 2019 but had now revised down its 
forecast for the crude oil price in the same period to $81 per barrel, 
a fall of 46 percent.

“We have to be honest and recognize that it has become more 
likely that public revenues from oil over the long term will be lower 
than we had previously expected,” Mutebile said.

The uncertainty of future oil prices will aff ect public revenues 
through two channels, he added. First, oil producti on volumes will 
be lower if irreversible capital investments in the oil industry are 
delayed. Secondly, the public revenue earned from each barrel of 
oil pumped out of the ground will probably be lower. 

The expenditures that Mutebile wants avoided include a large 
expansion of the public wage bill and large public investment 
projects. If Government were to undertake such commitments 
and future oil revenues are too low to fully fi nance them, the fi scal 
positi on would be unsustainable and as such the Government 
would face a fi scal crisis. 

“This is what happened in many oil producers in the early 1980s, 
when the oil price fell sharply. Fiscal sustainability is essenti al for 
macroeconomic stability,” the Governor noted.

Nevertheless, Mutebile concluded, the uncertainty over future oil 
prices does not presage disaster for Uganda. Even if oil prices are 
very low in the future and very litt le public revenue is earned from 
oil, Uganda’s economy could conti nue to thrive and grow if it was 
well managed, as it has been for the last 25 years, he said. 

“What would be disastrous for our economy is if we fail to recognize 
the signifi cant risks entailed in the uncertain future path of oil prices 
and incur expenditure commitments which subsequently prove to 
be unaff ordable,” he warned.

Briefs
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WHILE Tullow had a tough 2014 
due to the drop in oil prices and 
delays in Gabon and Uganda, 

the company says it expects to record 
revenues of $2.2 billion, a gross profi t of 
$600 million, and pre-tax operati ng cash 
fl ow of $1.5 billion, “underpinned by the 
strong performance from our West Africa 
oil producti on.” 

The West Africa oil producti on is att ributed 
to the success at Ghana’s Jubilee fi eld. 
The full fi nancial results are expected 
to be released in February, where the 
company will also announce a cut-back in 
expenditure.

The company is expected to reassess its 
investment approach in order to ramp up 
the numbers.

Aidan Heavey, Tullow Oil Plc, CEO says: 
“Tullow has already taken steps to 
strengthen the business to adapt to 
current market conditi ons. This work will 
conti nue during 2015 to ensure the Group 
is in a positi on to benefi t when conditi ons 
improve.”

However, whatever explorati on it does this 
year will be at a much lower outlay. 

“In late 2014, we materially reduced our 
2015 explorati on capital expenditure 

and today announce a further cut to this 
expenditure to $200 million. We conti nue 
to carry out a review of the business 
to streamline processes and improve 
effi  ciencies which will result in signifi cant 
long-term cost savings,” Heavey noted.

The company, he added, had re-allocated 
its future capital to focus on delivering 
high-margin oil producti on in West Africa, 
which will grow signifi cantly to around 
100,000 bopd by the end of 2016 to 
generate stable, long term cash fl ows for 
the business. 

In 2014, Tullow says, underlying West 
Africa producti on performance was within 
guidance averaging 65,300 bopd. However, 
due to on-going licence discussions in 
Gabon, which are yet to conclude, the 
company will report a reduced working 
interest producti on of 63,400 bopd for last 
year. 

Tullow retains a glowing outlook for its 
Ghana fi elds, however. 

“In Ghana, the Jubilee fi eld exceeded 
its gross producti on target during 2014 
averaging 102,000 bopd despite the 
restricti ons caused by delays in the 
constructi on of the onshore gas processing 
plant by the Ghana Nati onal Gas Company,” 
read the report. 

Adding: “In 2015, average gross producti on 
is expected to be at a similar level with 
producti on building towards the FPSO 
capacity by the end of the year.”

looks at 
West Africa, Kenya

Tullow is 
placing much 
of its hope in 
West Africa, 
where  it says 
it will invest 
more money 
this year 

Mahogany-2, the first appraisal well, in 
Ghana’s offshore Jubilee Field
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East Africa outlook 
On the company’s plans for East 
Africa, Heavey said that “The 
reduced explorati on programme will 
predominantly focus on a number 
of high-impact, low cost explorati on 
opportuniti es in East Africa.” 

It is assumed those areas are in Kenya. 

Tullow said it was conti nuing with its 
explorati on and appraisal programme 
at Kenya’s Lokichar, where the 
company carried out drilling at Ngamia. 
The company said it would undertake 
its fi rst extended well tests on the 
Amosing wells in order to understand 
the features of the oil.  

Tullow has turned around the 
fortunes in Kenya with oil discoveries. 
The company has been the main 
explorati on fi rm in the northern part of 
the country. 

So far, together with its partner Africa 
Oil, Tullow has discovered about 600 
million barrels of oil in Kenya, and the 
two companies believe this amount 
can be doubled. 

Tullow’s success in Kenya has been 
tremendous so much so that it has 
created debate of whether East Africa’s 
largest economy will beat Uganda to 
fi rst oil.

Further drilling in Kenya should help 
beef up Tullow’s fi nancial prospects. 

Quiet Uganda 
It is not hard to see why Tullow is 
focusing on West Africa, especially in 
Gabon and Ghana, and Kenya in East 
Africa. In Ghana, Tullow’s main well, 
the Jubilee, exceeded its producti on 
target, while in Gabon, the company is 
engaged with the African government 
over the acquisiti on of a license. 

In Uganda, however it has been a 
largely quiet year. The company 
conti nues to await the government 

to approve a couple of producti on 
licenses. 

Also, Tullow reported a loss of $500 
million partly “relati ng to an updated 
assessment of the recoverability of the 
Ugandan conti ngent considerati on” 
during the company’s farm-down to 
France’s Total and China’s CNOOC two 
years ago.  

The company said the drop in the price 
of oil has hurt its balance sheet, leading 
to a number of “signifi cant” write off s. 

“In light of the dramati c fall in the oil 
price, the review has resulted in non-
cash explorati on write-off s relati ng to 
drilling and license costs from prior 
years of $1.2 billion.” 

To navigate through the tough ti mes 
ahead, Tullow said “A major internal 
review of Tullow’s organizati on is on-
going which will lead to substanti al 
long-term cost savings and effi  ciencies 
across the Group.”

The company’s share price on the 
London Stock Exchange has fallen 
largely in line with the drop in the 
price of oil. Although the company had 
hedged a substanti al amount of its oil 
sales against a  price higher than $50 a 
barrel. 

It however fi nds solace in its strong 
assets that should be able to cushion 
it against the tough market conditi ons. 

Heavey said that “While this is a 
challenging ti me for our sector, Tullow 
is fortunate to benefi t from world-
class, low-cost and high-margin assets, 
strong and growing cash fl ows and a 
broad, diversifi ed funding positi on.”

The company says it does not have 
short term pressures to clear its debt. 

“Tullow benefi ts from a diversifi ed and 
strong debt capital structure. There are 
no debt maturiti es due unti l aft er fi rst 
oil from the TEN project in mid-2016, 
with maturiti es ranging from 2017 to 
2022.”

Kigali hosts 
Seventh EA 
Petroleum 
Conference 

The seventh East African Petroleum 
Conference & Exhibiti on 2015 
(EAPCE’15) will be held March, 4th 

to 6th, 2015 at the Kigali Serena Hotel 
in Rwanda. The conference organized by 
the EAC Secretariat and the EAC Partner 
States is expected to att ract more than 
500 parti cipants from internati onal 
oil companies, oil industry service 
companies, government insti tuti ons, 
academic insti tuti ons, internati onal 
geoscienti fi c journals, non-oil and gas 
insti tuti ons and the media.

The 2015 editi on of the Conference is 
themed “East Africa Region - Proven 
Desti nati on for Investment in Petroleum 
Resources for Regional Energy 
Effi  ciency and Lasti ng Socio-Economic 
Development”.

The seventh biennial Conference and 
Exhibiti on is expected to further promote 
the region’s oil and gas potenti al and 
investment opportuniti es. The last six 
conferences proved to be a useful forum 
for governments and industry players 
from around the world to dialogue, the 
EAC Secretariat noted in a statement. 

 “The East African Petroleum Conferences 
have provided increasing awareness of 
the potenti al for petroleum development 
in the region and other important 
developments in the petroleum sector 
including technological advancements 
in explorati on, development and 
producti on. That is why petroleum sector 
players from all over the world converge 
in East Africa every two years”, said Jesca 
Eriyo, EAC Deputy Secretary General in 
charge of Producti ve and Social Sectors. 
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Uganda 
on course 
despite 
Total boss 
exist

Total’s Rafi n FrancoisTotal’s Rafi n Francois

Uganda remains on course in its journey to become an 
oil producing country despite various setbacks here 
and there like the drop of global oil prices and the 
exit of expats from the internati onal oil companies, a 
government offi  cial has said.

Fred Kabanda, Principal Geologist and Head Regulatory Unit, 
Petroleum Explorati on and Producti on Department, says that since 
Uganda is not yet at the producti on stage, it remained insulated 
from the eff ects of a falling oil price that dipped below $50 a barrel 
recently.

 “There is no cause for alarm. Uganda is sti ll at the evaluati ng phase 
as we ascertain the viability of various projects. As such the price of 
oil doesn’t aff ect us,” said Kabanda.

Industry watchers will beg to diff er; and for good reason. For one, 
they will point to the exit of various expats at Total E&P and Tullow, 
mainly due to the failure to acquire producti on licenses.

In mid-January, 2015, Total Uganda’s General Manager, Francois 
Rafi n was recalled to headquarters in Paris . His exit according to 
inside sources was directly related to the inacti vity in Uganda’s oil 
industry.

While Kabanda appreciates that falling oil prices can indeed disrupt 
the IOCs’ plans and on-going projects as seems to be happening at 
Total, he is adamant that Uganda’s general oil ti melines and plans 
remain on course.

The only changes may revolve around resolving whether the 
refi nery and pipeline plans kickoff  in tandem or which one of the 
two sets off  fi rst.

“Because Uganda already has plans to refi ne oil for the local and East 
African market, dropping global crude prices, can only temporarily 
hamper the pipeline venture, but not the general outlook. We can, 
for now put all our eff orts on the refi nery as the pipeline plans are 
shelved. Maybe that is why Total E&P has recalled Rafi n; since his 
background is heavily in pipeline projects,” noted Kabanda.

Besides keeping a highly paid yet redundant expert of his caliber, 
here may not have made economic sense to the fi rm, he added.

Industry observers though may point to the recent downgrading of 
Russia’s sovereign credit rati ng to junk status, as a likely dampener 
on the refi nery project; aft er Russia’s RT Global Resources-led 
consorti um was announced as the Selected Preferred Bidder for 
Uganda’s Refi nery Project. Russian state corporati on, Rostec owns 
a 100% stake in RT Global Resources.

Kabanda though was opti misti c that the Russians would fi nd the 
money from the other consorti um members were they to fi nd 
themselves stuck by any sancti ons.

SK Engineering and Constructi on led consorti um from South 
Korea stayed on standby as the Alternate Preferred Bidder in case 
Government is not sati sfi ed that the major issues in the agreements 
with RT meet its sati sfacti on.

As for Total, the French major had already announced plans to 
cut costs as a measure of persevering through the current tough 
economic situati on. New global chief executi ve Patrick Pouyanné 
told the Financial Times that Total would cut capital spending by 10 
percent in 2015 (a fall by $2bn-$3bn from last year’s total of $26bn) 
and may even introduce a hiring freeze. Oil companies across the 
world are facing decisions like Total’s; having to decide whether 
to conti nue with extracti on expenditures amidst such low prices. 
Tullow Oil Plc also announced an explorati on capital expenditure 
cut to just $200 million recently.
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Expert 
Says 

Uganda 
Will 

Weather 
Oil Storm

A top banker has predicted a slowdown in 
investments into Uganda’s oil and gas industry, 
but maintained that the country was still on 
course to produce its first barrel of oil by 2018.

Razia Khan, the Head of Macro Research at Standard 
Chartered Bank, Africa said the dropping oil prices had 
forced oil companies to reassess their investment plans. 

“Weaker oil prices have a mixed impact on Uganda. In 
the very near term, Uganda should benefit from a lower 
import bill. The pass-through into inflation of a weaker 
Uganda shilling (UGX) will also be muted as a result of 
weaker oil prices. However, with Uganda developing its 
own oil reserves, the country is also likely to experience 
the negative effects of a weaker oil price environment.” 

Companies have started to reduce the amount of 
money they intend to spend in 2015; Tullow Oil Plc has 
already announced that it intends to reduce its capital 
expenditure to $200 million this year, with a careful 
strategy of where this money would be spent. 

Khan said the share prices of many of these companies 
have dropped, and hurt their balance sheets. 

“Share prices of exploration companies have fallen 
significantly as oil prices have weakened. Many will now 
find themselves in a more difficult funding environment. 
Some existing exploration will continue – especially 
where resources and equipment have been pre-
committed. But overall, exploration budgets are likely to 
be cut,” she said. 

Uganda has shifted its focus to production. At the 
moment, there is hardly any exploration going on in 
Uganda today because companies such as Tullow and 
Total await production licenses. 

However, Uganda was expected to launch its next round 
of licensing later this year, where it would offer a couple 
of oil blocks in the different parts of the country. At least 
60 per cent of the country remains unexplored. 

Khan says Uganda will lose revenue as companies 
remain cautious to explore for oil in the face of the 
dropping prices.

“Economies such as Uganda, which had been hoping for 
a more substantial boost to revenue from exploration 
activity, but where actual progress towards oil 
production has been relatively slow, may now face some 
revenue disappointment,” she said. 

However, Khan said Uganda’s plans towards oil 
production will not be that negatively impacted. 

“We still expect Uganda to be on track for the 
production of first oil around 2018. However, exports 
will depend on the construction of a $4-5bn pipeline, 
connecting Uganda to the Kenyan coast. Recent oil 
price developments will add some uncertainty to future 
export strength,” she said.

StanChart’s Razia Khan

Six new oil blocks up for grabs

UGANDA has lifted a 7 year moratorium 
on issuance of new petroleum 
exploration licenses by announcing the 
first ever open competitive licensing 
round for petroleum exploration in 
Uganda. This licensing round will cover 
six blocks in the Albertine Graben which 
is Uganda’s most prospective area 
for oil exploration, development and 
production.

“This is an important milestone for our 
country as this lifts the moratorium 
on licensing of areas for petroleum 
rights in Uganda that has been in 
place since 2008. This therefore marks 
the first competitive licensing round 
for petroleum exploration acreage 
in Uganda as provided for in the 
Petroleum Exploration, Development 
and Production Act, 2013 and the 
country’s National Oil and Gas Policy,” 
Irene Muloni, the Minister of Energy and 
Mineral Development announced today. 

The Ministry will issue a Request for 
Qualification (RFQ) inviting interested 
firms and/or consortia to submit 
Statements of Qualifications within a 
period of 3 months. 

A due diligence will be carried out to 
sieve out the best and subsequently the 
qualified firms will be issued a detailed 
request for bids. 

The companies submitting the best bids 
for each of the blocks will proceed to 
negotiations with Government prior to 
signing production sharing agreements 
(PSAs). The licensing round is expected 
to be concluded with the award of 
Petroleum Exploration Licenses to 
successful firms by October, 2015. 

Uganda has an estimated 6.5 billion 
barrels of in place petroleum resources 
from exploration work in less than 
40% in the Albertine Graben. However, 
less than 10% of the area is currently 
licensed and the six blocks targeted for 
this maiden licensing round have good 
data coverage, according to Muloni. 

The six blocks are; Ngassa (410 Km2) 
in Hoima District, Taitai & Karuka (565 
Km2) in Buliisa District, Ngaji (895 Km2), 
Rukungiri & Kanungu Districts, Mvule 
(344 Km2) in Moyo and Yumbe Districts 
together with Turaco (425 Km2) and 
Kanywantaba (344 Km2) in Ntoroko 
District.
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For a second consecuti ve 
year, President Yoweri 

Museveni’s steadfast 
crusade on value additi on 
took centre stage at the third 
Mineral Wealth Conference 
with a resounding call 
for an extracti ve industry 
that does not export 
unprocessed low value 
products. Here, he chats 
with Eng. Emeka Okwuosa 
(L), CEO Oilserv, a Nigerian 
Engineering, Procurement 
& Constructi on (Pipeline & 
Faciliti es) company that is 
interested in setti  ng up a 
gas energy plant in Kigezi 
to serve the planned iron & 
steel industry

MWC 
2014
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MWC

Museveni leads 
calls  for minerals 
value additi on, 
tax reforms

For a second consecuti ve year, 
President Yoweri Museveni’s 

steadfast crusade on value additi on 
took centre stage at the third Mineral 
Wealth Conference with a resounding 
call for an extracti ve industry that 
does not export unprocessed low 
value products.

Museveni drew parallels with the huge demand for steel in 
Uganda’s infrastructure and constructi on industry; yet this 
steel is imported. He said it made litt le sense to import steel 
products from China and Japan for the massive infrastructure 
products like Karuma Dam, when the country sits on such huge 
iron ore deposits. Uganda’s iron ore reserves are currently 
over 200 million metric tonnes but that is said to be less than 
half of the unexplored deposits. 

Museveni called on the global investment community to 
partner with Africa saying investors in the extracti ve industry 
will do bett er business if Africa’s purchasing power improved.

“It is in the interest of everybody to add value and produce 
secondary products,” Museveni noted.

Africa’s purchasing power has risen from just $500m to over 
$2.5b (almost fi ve-fold) in the past few years driven by an 
expanding and growing economy, young and larger populati on 
among others.

Museveni explained why it does not benefi t Africa when value 
is thrown away, citi ng the example of iron ore deposits. 

 “Someone from India came here for a licence to export soil to 
take this obutare (iron ore) to India,” noted Museveni, adding 
that because of using imported steel, the dams are 30% more 
expensive to construct.

“I don’t want to be part of this blindness. I have made it clear 
that there will be no more exportati on of iron ore, no way,” 
Museveni said, describing the resource misuse as the basis of 
many of the confl icts across Africa.

A result of the 2005 aeronauti cal survey which covered the 
greater part of the country showed the presence of minerals 
like copper, vermiculite, iron ore, gold and ti n among others. 
The commercial viability of many of them is not confi rmed 
though which requires explorati on capital.

The annual conference organized by the Uganda Chamber of 
Mines and Petroleum, a private sector lobby group for the 
industry, was held under the them e “Uganda’s Transformati on 
— A New Era in Mining”. 

There were concerns on why government conti nues to impose 
value added taxes on explorati on saying it is a disincenti ve 
to the sector and to att racti ng investors. During open 
discussions, Museveni then tasked Lawrence Kiiza, a director 
for tax policy in the Ministry of Finance, to justi fy the tax policy 
on explorati on. Kiiza subsequently explained that the VAT 
imposed was on services off ered to the explorati on acti viti es 
and was reclaimable.

To this, Museveni retorted that there should be a middle 
ground, where operati ons are not halted and then taxes 
imposed later.  He reassured the minerals and petroleum 
industries that everything would be done to ensure the tax 
regime remains att racti ve. He however asked for pati ence and 
bett er research into what benefi ts both the state and investors.

“We should have dialogue, this is not a matt er of life and 
death,” noted Museveni.
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Investment interest in the vast 
infrastructure needs surrounding 

the oil and gas industry in Uganda 
conti nues to build up apace.

A Nigerian group Oilserv is only 
awaiti ng government approval 
and results of feasibility studies to 
commence constructi on of a 400km gas 
pipeline between Hoima and Kanungu; 
and subsequently set up gas powered 
electricity plants in Kigezi. 

Speaking at the 2014 Mineral Wealth 
Conference, in Kampala, Emeka 
Okwuosa, chairman and CEO, Oilserv 
(Picture) noted that should the project 
come to fruiti on, the power plants will 
also service processing industries in 
the sub region like cement in Kasese 
and mining of iron ore in Kanungu and 
neighbouring districts.

During the conference, President 
Yoweri Museveni praised Oilserv 
for considering setti  ng up gas 
infrastructure in the Alberti ne region 
describing Okwuosa as a “God-send.” 
Gas power plants he observed may be 
the perfect replacement of coal in the 
smelti ng of iron ore.

The issue of whether to export iron ore 
or to process it here remains one of 
the most debated subjects in Uganda’s 
mining industry. Museveni has 
maintained the ban on exports of iron 
ore which he usually describes as “soil”; 
insisti ng it contradicts the country’s 
dream of becoming an industrial nati on 
through adding benefi ciati on. 

Uganda has proven iron ore reserves of 
more than 200 million metric tonnes 
with unproven reserves esti mated to be 
in the region of a billion metric tonnes. 
However, it requires a lot of energy to 
turn the iron ore into steel. While coal, 
has been suggested in the past, it is 
not readily available in Uganda or the 
region; hence the gas opti on.

Based on the oil gas rati os for the 
diff erent fi elds in the oil-rich Alberti ne 
Graben so far, associated and non-
associated gas esti mates stand at 
173 and 500 billion cubic feet of 
gas respecti vely, according to the 
Petroleum Explorati on and Producti on 

Department.  

“Processing of iron ore is only prudent 
with large supplies of energy like gas,” 
noted Okwuosa. He added that it would 
take Oilserv about two years to put up 
the pipeline basing on government 
plans and the feasibility study that will 
determine the cost and the terrain. 

While welcoming the idea, Richard 
Kaijuka, vice chairman of the Uganda 

Chamber of Mines and Petroleum 
(UCMP) noted that there was need for 
more research on the use of gas as a 
reducing agent in the processing the 
iron ore.

Currently the country imports close to 
60% of its inputs for steel making and a 
verti cal integrati on arrangement where 
the iron ore producers are linked to the 
steel industry, has been mooted as the 
best opti on for Uganda, as this would 
save lots in foreign exchange. 

Okwuosa said Oilserv’s intenti on is to 
help Uganda avoid making the mistakes 
that Nigeria made. Despite having 
one of the largest reserves of oil and 
gas in the world, the sector has been 
adversely mismanaged over the years 
to the extent that Nigeria has had to 
import processed petroleum products.

Also for almost 60 years, Nigeria 
exploited its petroleum reserves with 
litt le regard to the gas potenti al, now 
Oilserv is building the longest pipeline 
across Nigeria. 

He said it would be worthwhile for 
Uganda if it were self-suffi  cient as 
regards the petroleum industry; where 
it would produce its own petroleum 
products and distribute gas for both 
domesti c and industrial use. 

Oilserv, he added, was also interested in 
parti cipati ng in the next licensing round 
for Uganda’s unlicensed oil blocks that 
is expected later this year. 

Ernest Rubondo, Commissioner, 
Petroleum Explorati on and Producti on 
Department says not more than 10% of 
the Alberti ne Graben – the area with 
the highest potenti al for petroleum 
producti on – is under license currently. 
Data packages are being made to 
potenti al investors for areas with solid 
data coverage.

Nigeria’s 
Oilserv 

considers 
Kanungu-
Hoima gas 

pipeline
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President Yoweri Museveni has 
said numerously that Uganda will 
ultimately utilise its extensive 
uranium deposits to produce nuclear 
energy for peaceful purposes.

 Despite the potentially viable 
quantities of uranium deposits in 
the country, Uganda does not intend 
to build a nuclear reactor. Instead it 
plans to enter into partnerships with 
countries that have the requisite 
technology, in order to enrich uranium 
from which nuclear rods for local 
power generation will be procured.

Uranium is used as fuel in nuclear 
reactors to generate electricity. 
Producers in Africa include Malawi, 
Niger, South Africa and Namibia –
producing 18 percent of the world’s 
uranium, with Niger producing the 
biggest amount.

Currently, a Canadian company, IBI, is 
working on a strategic plan that will 
see Uganda use uranium to generate 
electricity.

IBI’s uranium development strategy 
for Uganda seeks to benefit the public 
through the development of a national 
nuclear electrical power generation 
programme.

Nuclear energy is a controversial 
source of electricity as uranium can 
also be used to produce nuclear 
weapons.

Piet Bredell, a uranium expert says 
the threat to uranium production is 
the potential of unauthorized removal 
or use of nuclear or other radioactive 
materials for malicious purposes.

Bredell was making a presentation 
titled “The Pursuit of Uranium Mining 
and Security Considerations therein” 
during the 2014 Mineral Wealth 
Conference in Kampala last October.

As Uganda gets going on making 
preparations to mine and use uranium, 
Bredell said the main security 
scenarios include un-authorised 
removal and illicit production by non-
state actors.

“Natural uranium should be 
protected in accordance with prudent 
management practice,” Bredell 
said. He said natural uranium in 
process, storage or in transit that 
is concentrated and accessible to 
unauthorized removal.

Before authorisation from the 
international community, if Uganda 
were to actually produce uranium, 
Bredell said an upgrade of national 
security structures and practices in 
the uranium industry, consistent with 
international guidance, would have to 
be of paramount importance.

From a regulatory stand point, Uganda 
would have to initially build competent 
authorities that have the capacity to 
oversee the uranium industry.

Balancing 
nuclear energy 
amidst security 
concerns 

Piet Bredell

MWC
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New explorati on for copper and 
cobalt in the Kilembe mines by the 

Chinese company Tibet Hima Mining 
Company is expected to give Uganda’s 
oldest mining operati on a new lease of 
life - 25 years of producti on.

Despite the challenges the Chinese 
fi rm is facing at Kilembe, brought on 
by the fl ooding in 2013 when river 
Nyamwamba burst its banks and 
fl ooded the enti re Kilembe area, 
additi onal explorati on for copper and 
cobalt is planned.

Alex Kwatampora Binego, the Tibet 
Hima Mining Project Manager, said 
results from previous studies had 
identi fi ed the property as a potenti al 
economically viable project, with a 
capacity to employ 3,500 people.

“In the short term, hard rock open pit 
and underground mining at Kilembe 
will resume as further explorati on is in 
progress,” Kwatampora said. 

“Further intensive explorati on of the 
target areas has started and we hope to 
add to the current known ore resources 
in order to increase the lifeti me of the 
mine.”

Kwatampora said the existi ng tailing, 
when processed to pyrite concentrate 
level, would provide an additi onal six 
years of feed for the Kasese Cobalt 
Processing plant – something that 
would strengthen the economics of re-
opening the KCCL plant.

Tibet Hima Mining Co. Ltd, a subsidiary 
of Tibet Hima Automobile Co. Ltd 
in partnership with seven other 
companies, signed a concession 
agreement with the Uganda 
government in September 2013 to 

carry out further explorati on for copper 
and cobalt at Kilembe.

Tibet Hima Mining, which intends 
to invest some $175m, will also 
rehabilitate the mine, upgrade the 
Mubuku hydro power plant, carry out 
mineral benefi ciati on and resuscitate 
mining acti viti es at Kilembe.

Between 1956 and 1978, 16.3 million 
tonnes of copper were mined, with 
the greatest part of producti on coming 
from Bukangama, Buhunga and 
Namhuga.

Over the same period, about 1.1 million 
metric tonnes of pyrite concentrates 
containing cobalt were stockpiled at 
Kasese aft er cobalt prices hit rock-
bott om.

According to Kwatampora, it is 
probable that economic reserves exist 
in the footwall of areas already mined 
for copper.

He said there were six deposits for 
copper which had parti ally been 
mined. There are also other potenti al 
areas including Nkenda, Dunglea, Kabili 
and Dubarea that have not been fully 
explored.

Kilembe Mines Limited drasti cally 
decreased explorati on drilling aft er 
1970 and was consequently unable to 
maintain the discovery rate which had 
previously kept abreast with mining.

Today, the mine is in a state of disrepair 
and Tibet Hima will initi ally have to 
rehabilitate the infrastructure before 

actual work can commence.

Kwatampora said fl ooding adversely 
aff ected the infrastructure, including 
the roads, schools, houses, offi  ces, the 
hospital, among other faciliti es. That 
skilled and semi-skilled labour force for 
technical mining work is either too old 
or lacking.

Some technical data that had not been 
digiti sed and was sti ll in paper form was 
lost during the fl ooding.

Explorati on target areas are not readily 
accessible like Bukangama, Dunglea, 
Kabili and others.

Despite all the gloom, as part of planned 
rehabilitati on, Tibet Hima will repair the 
infrastructure, including dredging and 
diverti ng of river Nyamwamba, capture 
technical data, do pre-feasibility studies 
of Mubuku hydropower project as well 
as general mine and hydropower plant 
maintenance.

Background

By winning the concession, Tibet 
Hima paid a signature fee amounti ng 
to $4.3m (about Shs 11bn) to the 
government. It will pay a concession 
fee of $1m (Shs 2.5bn) annually. It is 
esti mated that the mine sti ll had 4.5 
million tonnes of copper.

The Government will also benefi t from 
statutory payments, including income 
tax and mining royalti es.

Tibet Hima emerged winner of an 
internati onal open tender process to 
fi nd an investor in Kilembe Mines Ltd.

China’s Tibet to turn around Kilembe

Kilembe’s derelict infrastructure is to be replaced.

Chris Ajuna, 
a Tibet Hima 
employee.
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DAO MARBLE LIMITED, a Ugandan 
incorporated marble mining company 
that holds leases in the Karamoja region, 
is set to build a marble processing plant 
to commercially produce constructi on 
materials such as ti les for interior decor.

There is huge demand for interior décor 
materials both within Uganda and the 
neighbouring countries as most of these 
materials are imported mainly from Asia.

DAO Marble limited, which is a subsidiary 
of the DAO Group of Companies, has in 
the past showcased Ugandan marble in 
the major marble markets of Carrara and 
Verona in Italy.

DAO operates license EL 0638 aft er 
acquiring it from Baracat Minerals Uganda 
Limited in 2012. Then, preliminary 
results showed a very promising marble 
resource.

Before DAO acquired the mining lease, 
the company engaged the politi cians, 
local Government in Moroto to ensure 
there would be shared benefi ts from the 
project.

“Aft er identi fi cati on of lawful occupiers, 
a fair compensati on was negoti ated and 
eff ected to enable the company acquire 
surface rights that are mandatory for 
a mining lease grant,” said Mr Arnold 
Ananura, Manager, DAO Marble.

 Other consultati ve meeti ngs were 
undertaken with the local people and 
district leaders for environmental 
awareness, and how best the operati ons 
can be environmental friendly.

A mining lease was granted in 
February 2014 aft er the company got 
an Environment Impact Assessment 
approval from the Nati onal Environment 
Management Authority, and proof of 
compensati on for surface rights owners.

Small scale mining operati ons have 
started since the mining lease was 
granted and royalti es for all the marble 
that has been mined have been paid.

So far, DAO Minerals has exported several 
containers to Carrara and Verona in Italy 
to showcase Ugandan marble in these 
markets and the reviews have been very 
positi ve.

“Large scale commercial mining will begin 
in the fi rst quarter of 2015,” Ananura 
said.

To this point, DAO Marble says it has 
invested about $5.6million and another 
$2.6million is planned for setti  ng up of 
the fully fl edged marble processing plant 
in Moroto.

The plant is expected to have an installed 
producti on capacity 120 tonnes per day.

The operati on, he said, will employ a 
total of 75 workers directly at the quarry 
and at the marble processing plant.

At current market rates, earnings from 
marble exports are projected to reach 
$4.8 million annually.

So far Shs 37.5 million has been paid 
to government as royalti es from DAO’s 
explorati on acti viti es and from the 
targeted producti on of 10,000 tonnes. 
At full-scale producti on, Government will 
receive about Ushs50 million monthly in 
royalti es.

  As a way of giving back to the community, 
social ameniti es will be improved through 
constructi on of a health centre and setti  ng 
up of an educati on fund as envisaged in a 
Memorandum of Understanding with the 
community.

DAO Marble has already constructed a 
three kilometer murram road, which has 
helped improve access to the reserves.

It, however, has not been smooth as DAO 
Marble faced a lengthy process to acquire 
the surface rights because of communal 
land ownership in Karamoja.

Other operati onal challenges have 
included high energy costs due to the use 
of thermal power, high transport costs 
due to poor road network and general 
remoteness of the region.

There is also low risk appeti te from 
banks to fund the project, lack of skilled 
manpower, lack of spare parts suppliers 
and repair technicians and confusion 
about surface rights and mineral rights 
among others.

 

Dao to set up marble plant in Karamoja

MWC

Ananura (insert) says a marble plant will be set up to exploit the company’s 
Karamoja resources
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As Uganda moves towards first 
oil, attention will shift on the 
shared benefits between the 
state and the oil companies.

Very few people know what is contained 
in the Production Sharing Agreements 
government signed with the oil 
companies, and whether Ugandans got 
a fair deal.

The challenge with agreements in 
the extractives sector is that they are 
complex in nature and many African 
countries do not have the expertise to 
negotiate for a fair deal. The companies, 
on the other hand, have the funds to 
hire the best negotiators.

Stephen Karangizi of the Africa Legal 
Support Facility says that one of the 
crucial things of negotiating a fair deal 
for the extractive agreements is to 
carry out proper due diligence on the 
companies.

While presenting a paper titled ‘Key 
requirements for negotiating a fair deal 
for extractive agreements’, at the 2014 
Mineral Wealth Conference, Karangizi 
said negotiations should be looked at 
in a holistic way from the beginning, 
taking in constitutional, legal, taxation, 
royalties and a host of other issues.

He said governments should get on 
the negotiation table when exploration 
and feasibility studies have been 
completed.

Karangizi said it should also be clear 
the type of information that was 
confidential, the terms that are 
negotiable. The agreements should 
also spell out how the investor obtains 

other permits [business, health, safety 
and labour], the role of the local 
authorities, among others.

According to Karangizi, governments 
need to build broad policies and 
legislation that takes in, among 
others constitutional issues, mining 
traditions/practices based on prevailing 
conditions.

Policy and legislation, he said, should 
cover mining regulations and their 
contents, licenses, environmental 
and safety issues, geological services, 
mining rights, royalties and more.

For the legislation to be all 
encompassing, questions about the 
country’s history of legislation and 
whether such legislation is sufficient 
to attract investment into the industry 
have got to be asked.

Further, for legislation to be all 
encompassing, relations between 
the state and the mining companies 
have to be looked at. Also, the mining 
companies need agreements to obtain 
guarantees and minimize policy 
reversals to ensure a return on their 
investment and predictability of policy 
over the long term.

Karangizi pointed to Niger and Areeva, 
the uranium mining major, whose new 
deal with the West African state the 
Africa Legal Support Facility helped 
negotiate in 2013.

He said Niger approached them in 
August 2013 to manage relations 
between them and Areeva when a 50 
year mining concession for uranium 
was coming to an end on December 
2013.

The Niger government was seeking full 
compliance to the new 2006 mining 
law by Areeva.

According to Karangizi, both Niger 
and Areeva recognized the need 
for more holistic negotiations and 
sought a comprehensive and balanced 
agreement.

By December 31, 2013, the two had 
agreed on a framework for continued 
negotiations and the Niger government 
had issued legal notice extending the 
concession, pending completion of 
negotiations.

The main negotiations were completed 
in May 2014 after the two parties 
agreed on an increase in the tax rate 
on ores from 5.5 per cent to a new 
rate of 12 per cent. They also agreed 
on community development and 
infrastructure development by Areeva 
among others.

According to Karangizi, they avoided 
potential disputes and expensive 
litigation.

How to negotiate great extractives agreements

Stephen Karangizi
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Cautiously spend resource revenues 
- World Bank Advises-

The World Bank has said that for 
Uganda to grow its extractives 
industry, resources should be 

managed to secure the greatest 
benefit for citizens through an 
inclusive and comprehensive national 
strategy, clear legal framework and 
competent institutions.

Jean-Pascal Nganou, the Senior 
Country Economist for the World 
Bank in Uganda, said that governance 
of the resources in question requires 
decision makers to be accountable to 
an informed public.

Nganou said that national resource 
companies like the proposed national 
oil company should be accountable, 
with a well-defined mandate and 
an objective of commercial and 
operational efficiency.

Nganou was speaking during the 
2014 Mineral Wealth Conference in 
Kampala, where he presented a paper 
titled Harnessing Uganda’s Resource 
Wealth for Development – international 
best practices from the National 
Resource Charter [NRC].

The NRC, which Nganou said is 
relevant for Uganda, said it was 
a framework for policy options 
and practical advice for emerging 
resource-rich countries such as 
Uganda. The NRC was developed by 
an independent group of practitioners 

and academics with guidance of 
an oversight board composed of 
distinguished international figures.

It is made up of 12 precepts that 
can be grouped into four main 
clusters: domestic foundations 
for resource governance; getting 
a good deal; managing revenues/
saving and investment decisions; 
and international foundations for 
resource governance.

From the perspective of ensuring that 
Uganda gets a good deal, Nganou 
said the NRC advises government 
to work towards reducing geological 
uncertainty under a transparent 
licensing regime that efficiently 
allocates rights.

It says tax regimes and contractual 
terms should enable the government 
to realise the full value of its 
resources, consistent with attracting 
necessary investment, and should be 
robust to changing circumstances.

Governments should pursue 
opportunities for local benefits and 
mitigate and offset the environmental 
and social costs of resource projects.

To be able to manage revenues 
from the extractives sector, Nganou 
said the government should invest 
revenues to achieve optimal and 
equitable outcomes for current and 
future generations.

Government should also be cautious 
when spending revenues and take 

into account the aspect of revenue 
volatility.

The World Bank advises government 
to use revenues as an opportunity 
to increase the efficiency of public 
spending at the national and sub-
national levels.

“Government should facilitate private 
sector investments for the purposes 
of diversification, as well as for 
exploitation of opportunities for 
domestic value added,” Nganou said.

To be able to conform to international 
standards, the World Bank 
recommends that companies in the 
extractives industry should commit 
to the highest environmental, 
social and human rights standards 
and contribute to sustainable 
development.

In his presentation, Nganou outlined 
what needed to happen under the 
four foundations, and assessed how 
much Uganda had done to achieve 
the requirements of the National 
Resource Charter.

Assessing Uganda’s status as far 
as the NRC is concerned, from a 
domestic perspective, Nganou 
said the Oil and Gas Policy [2008] 
is inclusive and comprehensive. 
However, there are weaknesses in 
the legal and institutional framework.

He said there was limited clarity on 
the roles and responsibilities of the 
new institutions; lack of clarity on 

Jean-Pascal Nganou, 
Senior Country Economist,

 World Bank, Uganda

Dirt roads in oil rich Bunyoro are all getting a facelift.
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roles and responsibilities between 
government agencies as the lines of 
accountability were blurred.

He called for a strong system 
of checks and balances such as 
parliamentary oversight.

Nganou said there was limited 
technical capacity and staff to 
efficiently manage extractive 
resources.

He added that there were constraints 
from the accountability chain as there 
was a lack of specialised technical 
skills, most notably regarding 
investigation and prosecution.

From the perspective of Uganda’s 
readiness to get a good deal in 
the complex extractives business, 
Nganou said Uganda needed 
transparency in its licensing regime 
to efficiently allocate rights and 
reduce geological uncertainty.

He said tax regimes and contractual 
terms needed to be aligned to the full 
value of its resources, consistent with 
attracting the necessary investment.

He said Ghana was a good example 
which had a good anti-corruption 
record but poor management of 
public expectations; this has given 
way to increased expenditures 
and massive borrowing with oil as 
collateral.

When it comes to the complex 
extractives negotiations, Nganou 
said Uganda can consider hiring 
independent expertise to get the best 
possible outcome from the contract 
negotiations.

Uganda would need to be cautious 
when negotiating stabilization 
clauses as part of production sharing 
agreements as these prohibit the 
state from altering the terms of 
contracts.

He said that before adopting an 
efficient mechanism to allocate oil 
revenues, Uganda should improve 
its revenue mobilization given it 
has the poorest performance in 
tax mobilization in the East African 
region, less than 15 per cent of GDP.

MWC 2014 Exhibitors
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In their quest to parti cipate in the 
value chain in the oil and gas industry, 
members of Uganda Chamber of Mines 

and Petroleum (UCMP) visited Kingfi sher 
Development Area managed by Chinese 
explorati on company China Nati onal 
Off shore Oil Corporati on (CNOOC) to 
get fi rsthand informati on of the industry 
trends and how they can partake in its 
development.

The members described the trip, late 
last year,  as a success but noted that 
oil companies and government should 
provide more informati on to help them 
prepare and improve as they ready for 
the development and producti on stages 
of the industry.

“There is a lot of talk about the need for 
certi fi ed welders for one but we never 
get the details. For instance, what level 
of training will be required of locally 
trained welders and which ones will 
need more skilling? Such detail will help 
us prepare bett er and give us a higher 
chance of success,” Harald van Aubel, 
Director of Operati ons at Fabricati on 
Systems (U) Ltd. 

Adding: “Let them give the local 
companies a list of products and services 
that will be a necessity in the next three 
or so years so that they are ready to 
provide them by the ti me the need 
arises. It is all about planning.” 

Fabricati on Systems has already 
benefi ted from the Kingfi sher operati ons 
where it has set up steel structures 
for the drilling platf orm site besides 
supplying steel grati ngs. van Aubel was 
excited by having to see fi rsthand the 
works his company had been involved 
with and also having to interact closely 
with other UCMP members on the 
iti nerary – opening up more business 
avenues in the process. 

The Kingfi sher trip follows similar 
excursions the Chamber has organized 
to help its members keep abreast with 
developments in the petroleum and 
minerals industries and therefore the 
available business opportuniti es, if any. 

The members visited the Kingfi sher Four 
well which is being drilled by ZPEB, a 
Chinese fi rm that was subcontracted by 
CNOOC. 

Huang Chuachang, the Field Operati ons 
Coordinator of the Kingfi sher 
Development Area said it was a 
development well; the fi rst highly 
deviated and extended well in the 
Alberti ne Region.  

In the company of government offi  cials 
from the Petroleum Explorati on and 
Producti on Department (PEPD), UCMP 
members toured the residenti al camp 
and the acti ve drilling site. 

PEPD’s Michael Okello said his team’s 
presence was to ensure the oil fi rms 
adhere to best practi ces like local 
content objecti ves. Uganda is working 
on a nati onal content policy which will 

be a guiding tool on local companies 
and individuals can directly or indirectly 
benefi t from the oil and gas industry.

CNOOC got a producti on license in 
September 2013 with its joint partners 
Tullow and Total E&P also due to get 
their own later this year according to 
government offi  cials. 

Uganda’s oil deposits were recently 
put at 6.5 billion from 3.5 billion 
barrels following more explorati on and 
appraisals. 

Kingfisher trip raises information concerns
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Bollore upbeat about Uganda, region

  
A couple of years or so ago, logisti cs giant, SDV 
Transami assumed the Bollore Africa Logisti cs 
name. According to Patrick Katayi, the Zone 
Managing Director (Pictured), overseeing 
Uganda, Rwanda, Burundi, South Sudan and 
E. DRC the rebranding has been smooth and 
strengthened the fi rm’s core acti viti es going 
forward. In this interview, Katayi,  shades more 
light on this and other perti nent issues in the oil 
and gas industry within which his fi rm intends to 
play a leading role: 

Of what value to has been the transiti on 
from SDV Transami? Was the rebranding 
worth it?

The name SDV was already popularized 
but we carried out a major rebranding 
campaign in 2012 in which we informed 
our clients and stakeholders of the name 
change.

The rebranding has been good internally 
in that we are under one umbrella, 
which has helped us sell the group 
bett er worldwide, people get to know 
our clear connecti vity and existence the 

world over. However being a new brand 
name, more and more clients are slowly 
embracing it locally in Uganda and in the 
Great Lakes Region. 

In brief, what are Bollore’s core acti viti es 
in Uganda and what value do you add to 
your clientele? 

Our core acti viti es lie in freight 
logisti cs, clearing and forwarding, 
warehousing, Inland Container Depot 
(ICD), distributi on, packing & removals, 
minerals and oil & gas, sea and air 
freight, internati onal and local haulage 
(transport).

Using our worldwide network our clients 
enj oy competi ti ve rates, faster deliveries 
and professionalism from our teams. 
Through our conti nuous training, we 
deliver quality service and track our KPIs 
closely which is benefi cial to our clientele 
especially for Industries that rely on raw 
material imports.   

What are Bollore’s strengths over the 
competi ti on? Especially as more and 
more big players in your line of trade 
eye the East African region, which is fast 
becoming a new fronti er for oil, gas and 
mining acti viti es?

Q&A
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Our broadly connected network both 
locally and worldwide is a great edge 
over competi ti on. Our brand offi  ces are 
widely spread out in Africa and the rest 
of the globe, we exist in 45 countries 
in Africa and 250 worldwide. We are 
one of the fi rst clearing companies to 
be established in Uganda and we have 
a focus on conti nuous improvement 
through investment. As such we off er 
quality services to our clients.

We have also endeavored to make all our 
offi  ces a one stop centre off ering tailor 
made services for each of our clients. 

The JV partners (Total, CNOOC & Tullow) 
in Uganda’s petroleum industry have 
been accused of preferring service 
providers from their home countries – in 
this case France’s Total prefers working 
with Bollore. Is this a true observati on? 

That is not a true percepti on. The reality 
of the matt er is all the three companies 
are internati onal, working under 
internati onal standards and seeking 
high levels of delivery performance 
of services through internati onal 
procurement procedures through 
bidding. Note that, Bollore being a 
company who are accredited with many 
of the standards someti mes gets to win 
some of the contracts. We also have a 
good reputati on worldwide.

There is no other additi onal benefi t 
other than proximity that we have 
obtained from Total; by originati ng from 
the same country, they get to know of 
our existence more easily. 

It is not true however that we have won 
all of them; some Total contracts have 
been gone to various other companies. 

There has been a slow-down in acti vity 
in the oil & gas industry in Uganda over 
the last 3 years. How much has this 
aff ected Bollore’s short, medium and 
long term plans?

This indeed has aff ected some areas 
of our planned projecti on. We have 
developed a fully-fl edged department 
to handle the oil and gas clients and 
have invested largely in the training of 
the staff  and acquiring of equipment 
which we now have to sustain without 
any substanti al plow back. However we 
conti nue to maintain the skilled labour 
we have trained and developed. We 
anti cipate changes to this trend.

The drop in global oil prices is also likely 
to slow down investment in Uganda’s oil 
industry since big players have had their 
share value drop worldwide. Doesn’t 
this dampen Bollore’s expectati ons? 

Bollore’s projects remain undeterred 
because by experience we know oil 
prices fl uctuate. We are opti misti c that 
oil prices will regain and business will 
blossom once again and this is the stand 
point of most of the investors.

What positi ves do you see in Uganda’s 
petroleum industry in the future for 
your kind of trade?

We see prospects in the sectors of all 
freight logisti cs because oil and gas is 
a new phenomenon in the country. It 
requires a lot of transportati on of the 
products, storage and handling. Also, 
many other industries will be born as a 
result of the oil processing.

What other areas is Bollore looking to 
expand into? 

Besides being in freight and logisti c 
services, we are also in industry 
development like in mining. Currently we 
are evaluati ng the mineral development 
in Uganda, and in ti me we shall decide 
on which mineral to invest in. 

Where do you see Bollore Africa in the 
region in the near future as positi ve 
developments like the rail infrastructure 
and the Lamu Port happen amidst the 
instability in S. Sudan and Eastern D.R 
Congo?

Finishing the port in Lamu is good news 
to Bollore, since we have a specialized 
department that handles ports and 
railways management. With Port Lamu 
being completed, we hope to get the 
port management contract for handling 
Port Lamu if the opportunity avails itself.

The   instability in South Sudan and in the 
Great Lakes in general has aff ected our 
business fl ow but has not stopped it all 
together. We have been and are sti ll in 
this region for a long ti me. Even with the 
diffi  culti es, we have always conti nued 
to operate because we understand this 
region.
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There might not be much exploration 
work going on in Uganda’s oil 

fields but the country is creating the 
necessarily framework needed for the 
next push of the industry. 

While presenting to a group 
of ambassadors recently, John 
Habumugisha, the assistant 
commissioner in charge of the pipeline 
project, laid down the time table that 
is going to guide the development of 
Uganda’s oil industry.

Timeline

By January 19, 2015, the two remaining 
consortia bidding for the construction 
of Uganda’s oil refinery, RT Global 
Resources of Russia and SK Group 

Consortium of South Korea had 
submitted their final offers to Uganda’s 
government.

In February, 2015, like Habumugisha 
had noted, an announcement was made 
on whose bid was favoured. The RT 
Global Resources - led consortium was 
announced as the Selected Preferred 
Bidder for Uganda’s refinery project, 
with SK Engineering and Construction 
led consortium from Republic of South 
Korea as the Alternate Preferred Bidder.

Right after that, still in February, the 
Uganda government was expected to 
conclude the Project Shareholder and 
Implementation Agreements.

And before March ends, government 

will create a special purpose vehicle for 
the refinery. This SPV will be financed 
through a combination of debt and 
equity, spread out on 70 per cent to 30 
per cent basis in favour of the investor. 

The East African states have been invited 
to each take up an 8% stake.

One of the reasons that informed the 
decision to invite the other East African 
countries to participate in the refinery 
project is that the products would also 
be supplied regionally. 

Figures from Uganda’s Petroleum 
Exploration and Production Department 
(PEPD) indicate that East Africa 
consumes about 200,000 barrels of 
petroleum products per day. On its own, 
Uganda is thought to consume about 
30,000 barrels of petroleum products, 
with this figure growing at six per cent. 

Uganda’s 30,000 barrels per day refinery 
is expected to cost $4bn, with a public 
equity contribution of $500 million. 

Government intends to conclude the 
compensation of all the 7,118 people 
who made way for the construction of 
the refinery by March 2015.

There have been disagreements over 
the amount of money in compensation 
the displaced people were offered 
however. Some have declined the offer 
unreservedly. 

A study on the resettlement action 
plan was completed, and the process 
of relocating and compensating the 
affected people is ongoing. 

So far, 74.3 per cent of the people who 
opted for cash had been compensated 
by the end of 2014. The last batch is 
expected to be compensated by June 
2015. 

At least 533.5 acres of land has been 
purchased, where those people who 
opted for relocations will reside. The 
Ministry of Lands, Housing and Urban 

UGANDA’S OIL STORY 
by timelines 

The first flaring test at the Waraga 1 well in Kaiso-Tonya in Hoima district in western 
Uganda in 2006 (The EastAfrican Photo)
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Development is carrying out physical 
plans for the land, which will guide how 
resett lement houses and social services 
will be put up in the area. 

Legislati on

The process of creati ng conducive 
legislati on for the sector is also ongoing, 
according to Habumugisha; aided by the 
Ministry of Justi ce and Consti tuti onal 
Aff airs.

The government has already sent out 
draft  regulati ons to stakeholders in 
order to collect their views. 

He said the process of formulati ng 
midstream regulati ons and standards 
has also progressed. About 11 standards 
have been developed so far.

Pipelines

The Uganda government appears to 
have undertaken substanti al paperwork 
for the transportati on of petroleum 
producti ons. 

With the support of a consultant, 
M/S Worley Parsons, government has 
completed a draft  plan for the storage 
and transportati on of petroleum 
products. 

Key within this draft  plan is the manner 
in which petroleum pipelines and the 
storage faciliti es will be built. 

There will be feeder pipelines to the 
oil fi elds around the central processing 
areas of Kingfi sher, Buliisa, and the 
Kaiso Tonya areas. 

The oil companies will have to build 
these feeder pipelines. 

Also, a 205km long products pipeline 
is planned for development as part of 
the refi nery project including terminal 
faciliti es at Buloba, Kampala. 

The IOCs, however, have their eyes 
on the bigger prize – the crude. They 
have already undertaken the Pre-Front 
Engineering studies, with consultati ons 
with government on-going. 

Government was supposed to 
have commenced studies for this 
infrastructure aft er hiring a consultant. 

For now, plans are underway to develop 
an airport near the refi nery to support 
movement of equipment and labour for 

the development of the refi nery and 
the oilfi elds.

The government says it has embarked 
on the process of developing a master 
plan and detailed engineering design 
for the planned airport.

A consultant is being hired under the 
guidance and support of Internati onal 
Civil Aviati on Organisati on to start work 
by February 2015.

The fi rst phase of the airport is expected 
to be completed by the end of 2016.

Plans to develop road and rail 
infrastructure to transport cargo from 
the port of Mombasa to the oil areas 
however remain unclear. It was earlier 
esti mated that about 800,000 tonnes of 
equipment would be transported from 
Mombasa to the oil areas. 

So far, a new road from the town of 
Hoima to Bulisa, where the refi nery 
will be located, is being constructed 
to support the transportati on of 
equipment. 

Obstacles 

Despite these best laid of plans there 
is talk that the First Oil target of 2018 
has been pushed to 2019 as the IOCs 
grapple with the fallout from ever 
dipping oil prices – with global prices 
dropping below $50 a barrel in January 
from over $100 six months ago. 

Fred Kabanda, Principal Geologist and 
Head Regulatory Unit at the PEPD 
however, notes that since Uganda is not 
yet at the producti on stage, it remains 
insulated from the eff ects of the crude 
price, hence the original ti melines 
would remain unchanged. 

“There is no cause for alarm. Uganda 
is sti ll at the evaluati ng phase as 
we ascertain the viability of various 
projects. As such the price of oil doesn’t 
aff ect our plans,” says Kabanda. 

This though is contradicted by 
developments to the contrary amongst 
the IOCs with expatriate staff  being 
recalled and budgets slashed, as the 
oil price drop forces a rethinking of 
scheduled plans. 

While reports of exits at expats at Tullow 
and Total are not new in the market, 
Francois Rafi n, Total E&P’s General 
Manager recalling in mid-January 2015, 
barely 4 months in his positi on shook 
the industry loudest. 

Russia to build Uganda’s 
fi rst oil refi nery

Russia’s RT Global Resources’ led 
consorti um has beaten South Korea’s 

SK Engineering and Constructi on led group 
to the bid to partner with the government 
of Uganda in the development of the 
country’s fi rst ever refi nery.

However, RT will only be referred to as the 
Selected Preferred Bidder for now unti l it 
reaches an agreement with Uganda aft er 
negoti ati ons on the project’s principal 
agreements. The negoti ati ons that start in 
March are to be completed within 60 days.

“The objecti ve of these negoti ati ons is 
to conclude the Project Agreements to 
the sati sfacti on of Government and the 
Lead Investor. These include the Project 
Framework Agreement, Shareholders 
Agreement, Implementati on Agreement 
and the Escrow Agreement,” said 
Fred Kabagambe-Kaliisa, Permanent 
Secretary, Ministry of Energy and Mineral 
Development, in a statement.

It is only aft er the diff erent project contracts 
have been agreed upon and signed, that the 
lead investor (RT in this case) and Uganda 
will consti tute a Refi nery Company that will 
take forward the engineering and fi nalise 
the fi nancing aspects for the development 
of the refi nery.

However the same statement notes that, in 
the event that aft er the 60-day negoti ati ons 
with RT Global Resources, the major issues 
in the agreements do not meet Uganda’s 
sati sfacti on, GoU may exercise its opti on to 
commence negoti ati ons with the ‘Alternate 
Preferred Bidder’ i.e. the SK Group.

President Museveni and Puti n, his 
Russian counterpart
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If all goes according to plan, Uganda 
should be in the fi nal stages of creati ng 
a company to manage the country’s oil 

refi nery. 

The government says it will create a 
special purpose vehicle (SPV) for the 
refi nery in February, 2015, within which 
it will have a stake. 

While making a presentati on to a 
group of Ugandan ambassadors, 
John Habumugisha, the assistant 
commissioner for pipelines development 
in the Ministry of Energy, said the SPV will 
be fi nanced through a combinati on of 
debt and equity. Under the arrangement, 
the private investor will own 70 per 
cent while government will hold the 
remaining 30 per cent. 

Habumugisha said the 30,000 barrels per 
day refi nery is expected to cost $4 billion, 
with a public equity contributi on of $500 
million. Government recently announced 
the RT Global Resources - led consorti um 
from Russia as the Selected Preferred 
Bidder for Uganda’s Refi nery Project, 
with SK Engineering and Constructi on led 
consorti um from South Korea staying on 
as the Alternate Preferred Bidder.

The fi nal winner will be a partner with in 
the special purpose vehicle.

Understanding SPVs

According to a study done by 
PriceWaterhouseCoopers, a Special 
Purpose Vehicle (SPV), someti mes 

referred to as a Special Purpose Enti ty 
(SPE), is an off -balance sheet vehicle 
(OBSV) comprised of a legal enti ty 
created by the sponsor or originator 
to fulfi ll a temporary objecti ve of the 
sponsoring fi rm.

A SPV is usually used to fi nance a new 
venture without increasing the debt 
burden of the sponsoring fi rm and 
without diluti ng the shares of the existi ng 
shareholders. It is separated from the 
balance sheet of the main company’s.

“The SPV allows investors to invest in 
specifi c projects or ventures without 
investi ng in the parent company directly. 
Such structures are frequently used to 
fi nance large infrastructure projects,” 
notes PWC. 

There is been a global debate on whether 
SPVs should be directly According to 
PWC, att ached to the main sponsoring 
company.  The debate came in light of 
the fi nancial crisis, where SPVs were 
used to engage in dubious businesses 
without hurti ng the balance sheets of 
their main companies. 

Benefi ts

It is very easy to set up an SPV as it might 
not require the long bureaucracy that 
comes with seeking approval. 

It is also easy to transfer the assets in an 
SPV among the diff erent partners.

The use of an SPV isolates the parent 

company from any risks in the event 
of default. And in raising capital, SPVs 
are known to be one of the best ways 
through which to do so and usually at 
more favourable borrowing rates. 

“Since the underlying assets are owned 
by the SPV, credit quality is based on

the collateral and not on the credit 
quality of the sponsoring corporati on,” 
PWC says. 

There are defi nite tax benefi ts of SPVs 
where assets are exempt from certain 
direct taxes. 

Risks

PWC says the SPV structure can be 
abused to achieve off -balance-sheet 
accounti ng treatment in order to 
manipulate the numbers. 

In a country like Uganda that is yet to 
have a Public Private Partnership law in 
place, and therefore has weak regulati on 
of such companies, the complex nature 
of SPVs - oft en in the form of layers upon 
layers of securiti sed assets – can make it 
near impossible to monitor and track the 
level of risk involved and who it lies with.

There, thankfully, exists a way to manage 
the risks that SPVs come with. PWC 
says governments should ti ghten the 
reporti ng standards of SPVs to gauge 
their exposure to any market risks out 
there. 

However, it is expected that the parent 
company would try its best to ensure the 
SPV succeeds as the risks of failure could 
come to haunt it too.

Biggest 

When government fi nally creates the 
refi nery company, it will be the biggest 
SPV to operate in Uganda. It is expected 
to change the way Ugandans consume 
fuel, and possibly be at the centre of 
driving the country to middle income 
status.

Bujagali Electricity Ltd, which operates 
the 250MW Bujagali power project, 
remains the biggest special purpose 
vehicle in the country today. 

U ganda looks to SPVs 
for its refinery
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Oil pipeline progresses on  amidst delay fears 
In November 2014, the governments 

of Uganda, Kenya and Rwanda 
contracted Toyota Tsusho to carry out 
a feasibility study for the construction 
of an oil export pipeline. 

The signing was a major breakthrough 
considering that Toyota Tsusho had 
been pushing for the deal for more 
than a year. 

The pipeline will start from the oil 
fields, through northern Kenya, 
where it is expected to link up with 
another oil pipeline from South Sudan, 
before it ends up at the port of Lamu, 
stretching at least 1,300km. At least 
120,000 barrels of oil per day are 
expected to be exported through the 
pipeline. There is a possibility more 
crude will be exported if Uganda 
makes more discoveries. 

Towards the end of December 
2014, Toyota Tsusho handed the 
governments an inception report.  

According to John Habumugisha, the 
assistant commissioner in charge 
of the pipeline at the Petroleum 
Exploration and Production 
Department, the Japanese firm 
is expected to complete its study 
within five months from the day of 
the signing of the MOU. After the 
report’s release, the process to find 
a company to construct the pipeline 
will kick off. This process will tackle 
project structuring, the signing of 
agreements, and financing, among 
others. 

However, there are fears that the oil 
export pipeline might miss its target 
of 2018 for completion as it faces a 
number of hurdles.  Some analysts 
have pushed the year of completing 
construction of the pipeline to 2019. 

At the moment, there is still no clear 
plan on how the governments of 
Uganda and Kenya will participate 
in the export pipeline. Initially, Fred 
Kabagambe Kaliisa, the permanent 
secretary in the ministry of Energy, 
was quoted in the press to have said 
that government would not participate 
in the construction of the export 
pipeline. He said government would 
only be a regulator as the three main 
oil firms – Total, Tullow and CNOOC – 

under the project alone. That position 
appears to have changed as both 
the Kenya and Uganda government 
consider the prospect of taking up 
shareholding in the pipeline project. 

Should Uganda’s government be 
required to come up with funds as a 
requirement for its shareholding in 
the project, it might face the challenge 
of sourcing for capital. The pipeline is 
expected to cost anywhere between 
$3 billion to $4 billion. 

Uganda’s government already has the 
task of finding the funds to financing 
the refinery, its priority project in the 
oil industry. Adding financial pressure 
on the export pipeline could lead to 
further delays, especially now that the 
country’s debt levels are shooting up. 

Uganda, only has to look at Ghana, a 
country that it is normally compared 
with. Ghana’s debt has shot up to 
a worrying level partly as a result 
of the infrastructure investments it 
made in order to get its oil industry to 
production level. 

Another issue that the project will 
face will be access to land. History has 
shown that land remains a sticky issue 
during the preparations for a huge 
project. Tamoil, the Libyan firm that 
won a tender to build an oil pipeline 
between Kampala and Eldoret in 
Kenya, before the governments of 
Kenya and Uganda later cancelled 
the tender, faced months of delay 

trying to resolve the land question. 
The same land issues have sprung up 
at the oil refinery project in Kabaale, 
Hoima district. An American company 
seeking to build an oil waste storage 
has been caught in the middle of 
a land dispute, where it could lose 
colossal sums of money. The land 
question could be at the centre of the 
delays if solutions are not found early 
enough. 

At the centre of the land wrangles 
is the issue of compensation. There 
have been disagreements over the 
valuation of the land. 

Considering that Uganda’s crude is 
waxy, one of the technologies the oil 
companies will consider is the option 
of heating the pipeline to stop the 
crude from solidifying. That means 
there will be a need for generators to 
heat the pipeline. 

Uganda is already moving fast with its 
energy projects in anticipation of the 
huge energy demand expected in the 
future. Less than 15 per cent of the 
country has access to electricity, and 
yet the population continues to grow 
by at least three per cent, one of the 
highest rates in the world.  

The government has already 
issued new rules about how three 
major power projects would be 
implemented. In its new policy 
directive for the 600MW Karuma 
power dam, the 600MW Ayago plant, 
and 183MW Isimba power project 
– all of which will be constructed by 
Chinese companies –, the Ministry 
of Energy has planned to have more 
control over these projects, with the 
role of the regulator reduced. 

Uganda and Kenya will also have 
to agree on certain terms such as 
the legislation that will govern the 
pipeline, the fees from hosting the 
pipeline, the security for the project, 
all of which could take a while. 

For now, the latest progress on 
preparing the development of an 
export pipeline brings a lot of promise. 
The oil companies will expect both 
governments to keep at the same 
pace before they can commit more 
funds to the region. 
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Com modity Exchange Will Improve 
Mining Competi ti veness
The Uganda Chamber of Mines and Petroleum (UCMP) is leading the call for a fully functi onal Commodity 
Exchange in the country, which, it is believed will take the mining and agricultural industries to unprecedented 
levels. A commodity exchange is an open and organized marketplace where ownership ti tles to standardized 
quanti ti es or volumes of specifi c commoditi es are traded. To facilitate its establishment, the UCMP organized 
a training seminar last December, where experts from the INTL FCStone, took local parti cipants through the 
fundamentals of commoditi es exchange. In this interview, Stuart Ponder, Senior, the fi rm’s Vice-President, 
Europe, Middle & East Africa (EMEA), who led the delegati on to Kampala, expounds more on what insti tuti ng 
a commodity exchange entails:

Is East Africa, where the mining 
industry is sti ll in its infancy, ready for a 
commodity exchange? Why?

Even for a basic commodity exchange 
to functi on eff ecti vely certain pre-
requisites have to be in place, including 
a suffi  cient supply of and demand 
for the commoditi es being traded on 
the exchange, and the existence of 
commoditi es that are standardized, with 
specifi c accepted grades.  It’s not clear 
that the mining industry in East Africa yet 
operates at a level where minerals could 
be eff ecti vely traded in this manner, but 
clearly there are unexploited resources 
and the markets will develop, possibly 
quite rapidly as off shore investment 

fl ows increase.  Plans to develop an 
exchange for minerals trading can help 
to foster the investment needed to 
expand the minerals sector, parti cularly 
if the nascent commoditi es exchange 
was to envisage developing derivati ve 
instruments enabling miners and buyers 
of minerals to hedge price risks in the 
local market. If a functi oning exchange is 
established for agricultural commoditi es 
in Uganda there might be an opportunity 
to use the experience and infrastructure 
from that exchange to support the 
trading of minerals in due course.

What does it practi cally take to set up a 
commoditi es exchange?

In additi on to an established spot market 
for traded commoditi es, an exchange 
needs the right legal and regulatory 
framework, the right transport and 
storage infrastructure (which might 
include security considerati ons in 
the case of precious metals), the 
right infrastructure for executi ng and 
sett ling trades and a clear division 
of responsibiliti es between the 
exchange brokers and the clearing 
functi on.  It is vital that people have 
the right experience and skills, and 
the leadership and vision to drive 
forward the sustainable development 
of markets.  The exchange needs to 
operate on a commercially viable basis 
with suffi  cient volume of trade to cover 
its costs, without the need to impose 
unsustainably high membership and 
trading fees.  Many initi ati ves to develop 
exchanges in African countries have 
failed, and it is important to understand 
the reasons why they have done so.

What have been the main reasons for 
this failure?

There are numerous reasons which are 
very well documented in studies that 
have been done in the last 2 years.  Much 
of this refers to agricultural exchanges 
but the lessons also read across to 
minerals.  The only way for Uganda to 
avoid these pitf alls is to be aware of 
the challenges and plan around them.  
Careful planning is needed.

How should market players prepare to 
embrace this new trading platf orm?

The Guidebook on African Commodity 
and Derivati ve Exchanges published by 
the African Development Bank in 2013 

Ponder, speaks at the training workshop in Kampala
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lists 28 countries where some sort of 
exchange initiative has taken place.  In 
more than half of these there is already 
an exchange in place or they are in an 
active planning and development phase.  
Stakeholders in Uganda’s plans for its 
exchange should take advantage of every 
opportunity to learn from the experience 
of other African countries.

Active engagement with the private 
sector is vital.  Companies like INTL 
FCStone are looking for opportunities 
to position themselves in African 
commodities markets and may offer 
capacity building and other support, like 
the seminar we ran in Kampala last week. 
Engagement with offshore partners that 
can bring in relevant skills and experience 
as well as capital will help accelerate 
sustainable market development.

What investment opportunities do 
you see in Uganda and East Africa in 
general, that could spur trade on the 
commodities exchange?

Uganda and the East African market 
generally offer attractive growth and 
investment returns in the agriculture, 
energy and minerals sectors as well 
as financial services that cannot be 
replicated in Europe or North America. 
With increasing urbanisation and a 
growing middle class, local demand 
for financial services, processed foods 
and manufactured items will continue 
to increase, generating opportunities 
for new manufacturing and services 
industries and diversification away from 
the focus on primary produce which has 
been predominant in African economies.  
The development of commodities 
exchanges which provide efficient and 
secure environments for trading and the 
management of pricing risks will be a key 
part of this economic evolution.

What are some of the incentives and 
regulations that the state can put in 
place to make a commodity exchange a 
success?

In recent years initiatives in African 
countries, most notably in Ethiopia, have 
been government driven.  Concerns 
have been expressed that this could 
foster the emergence of unviable 
national exchanges that crowd out more 
sustainable private sector initiatives, 
particularly those that might adopt a 
regional approach.  Governments need 
to create a stable legal and regulatory 
framework within which the private 
sector can flourish but the commercial 

viability of the exchange is of paramount 
importance if it is to be sustainable.  
The best approach might be to foster 
a partnership model – co-operating 
with private sector interests including 
banks and warehousing companies 
in the development of a sustainable 
commodities exchange which might have 
more of a regional than a national focus.

Both Rwanda and Kenya have 
commodity exchanges, although 
Kenya’s is skewed towards agriculture. 
Isn’t one East African regional exchange 
more viable than several in each state?

The key to success is the commercial 
viability of the exchange and this is 
likely to depend on the volumes that are 
traded.  National exchanges have worked 
and Ethiopia provides a good example 
of success at a national level, but not all 
countries will be able to do this and it 
is more likely that the volumes needed 
to achieve viability will come through 
a regional approach.  With modern 
trading platforms a regional approach 
can be combined with local trading and 
settlement so it should be possible to 
have the best of both worlds.

How have commodity exchanges 
transformed those markets where they 
are located?

Exchanges provide price transparency 
to both suppliers and buyers, and where 
they offer derivative products that enable 
those suppliers and buyers to fix forward 
the prices at which they sell or buy then 
they create a more certain commercial 
environment in which investments can 
be planned, leading to more efficient 
supply.  A Euromoney report on the 

Ethiopia exchange says that “in six 
years of operation …..15 million coffee 
farmers have increased their share of 
final price from 38% to 65%”.  This may 
not please the buyers in the short term 
but it will be likely to increase investment 
in production and make the Ethiopian 
coffee market more efficient in the long 
term.

What lessons can Uganda draw from 
the other markets?

There are numerous potential lessons, 
some of which are referred to in the 
responses to these questions, but it is 
vital to remember that there is no “one 
size fits all” solution.  The successful 
development of Uganda’s commodities 
markets will depend on careful and 
realistic planning, with a strong focus on 
commercial viability.  Government must 
play an enabling but not a manipulative 
role and private sector investment 
must be fostered to build in economic 
sustainability.

What stood out for you at the Kampala 
seminar; and how can Uganda build on 
from the inaugural workshop?

I think the biggest lesson for me from 
the seminar was how important the 
development of efficient markets is, 
particularly to small producers and 
to encourage investment.  This was 
very well understood by the group in 
the seminar all of whom were very 
committed to move forward so it was 
a very rewarding experience to try and 
help, and I look forward to following up 
with the invitation we received to support 
to the government’s panel advising on 
development of an exchange.

A workshop trainee discusses what she had learnt
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Speaking at the launch of the report 
in Kampala in January, 2015, Clovis 

Bright Irumba, a Petroleum Geochemist 
with the Petroleum Explorati on and 
Producti on Department, noted its 
thoroughness and its ti meliness, seeing 
that Uganda is now at the fi nal stages of 
the development of a Nati onal Content 
Policy for the petroleum sector. 

“We are very excited by this study 
and I see number of initi ati ves and 
recommendati ons suggested by the 
World Bank enriching our Nati onal 
Content Policy,” noted Irumba. 

Within the extracti ve industries, local or 
nati onal content is generally recognized 
as an interventi on by the state aimed at 
ensuring that the majority of the goods 
and services required at each stage of the 
value chain are locally supplied. 

The discovery of oil in Uganda in 2006 
saw expectati ons in the country grow 
ten-fold, with Ugandans anti cipati ng 
a sudden change in their fortunes 
once the petrodollars started fl owing 
in. Though this scenario is far-fetched 
across the board, there exist a number 
of opportuniti es within which Ugandan 
fi rms and individuals can directly benefi t 
in the value chain in the oil and gas 
industry. 

But as Uganda starts to execute a $12 
billion expenditure plan to push its oil 
industry to the producti on stage, the 
threat of Ugandans missing out on some 

of the benefi ts from these investments 
because they are not qualifi ed enough 
to be employed in the sector, or lack the 
stringent standards needed to parti cipate 
in the industry, is real. 

As such, the World Bank workshop to 
launch the report, considered how best 
to boost nati onal content in the oil and 
gas sector and yield maximum benefi ts 
for Uganda and its people. 

Sajjad Shah, Acti ng Country Manager, 
World Bank Uganda said, “Oil revenues 
can be used to fi nance priority domesti c 
investments crucial for diversifi ed growth. 
Even before oil producti on commences 
and oil revenues start coming in, local 
enterprises can parti cipate in supplying 
the industry and start growing their 
business and the nati onal economy in 
general”. 

Creati ng favorable conditi ons for local 
businesses seeking to supply the oil 
industry is a key recommendati on from 
the study. The study focuses specifi cally 
on food supply in Alberti ne region as 
a case study and demonstrates how 
linkages can be developed between 
smallholder farmers and oil camps.

Valeriya Goff e, Finance and Private 
Sector Development Specialist at the 
World Bank and the Task Team Leader 
for the study, Irish NGO Traidlinks, which 
has helped local farmers in Hoima district 
seize opportuniti es coming from the oil 
development by supplying fresh fruits 

Local businesses can gain a 
lot from oil – World Bank

The government 
of Uganda will 
adopt most of the 
fi ndings of a World 
Bank study on the 
nati onal content 
development 
in the oil and 
gas industry of 
Uganda, which 
appear in a report 
ti tled: “Leveraging 
Oil and Gas 
Industry for the 
Development of 
a Competi ti ve 
Private Sector in 
Uganda”. 

A Transtrac vehicle in oil-rich Buliisa District
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and vegetables to the oil camps, is a 
good example to follow in the Albertine 
Region. 

“Similar initiatives could be set up in 
other districts to benefit more farmers. 
The report also discusses alternative 
approaches, including having large scale 
investors establish operations to produce 
food demanded by oil camps and use 
smallholders as out-growers or contract 
farmers,” said Ms. Goffe. 

The importance of ensuring co-existence 
between oil and tourism at Murchison 
Falls National Park is also highlighted in 
the study. 

Also emphasized are the numerous 
challenges that may limit the participation 
of local suppliers in the value chain, 
including lack of information on available 
opportunities, unavailability of cheap 
loans, difficulties in meeting IOC quality 
and quantity standards and limited skills. 

On the lack of information issue especially, 
Emmanuel Mugarura, CEO, Association 
of Uganda Oil & Gas Service Providers, 
noted the prevailing uncertainty in the 
sector where expats have been reported 
leaving the IOCs; a development, he said, 
puts a further dampener on the start of 
oil production. 

The Total E&P General Manager, Francois 
Rafin, recently left the country with his 
exit linked to a long period of frustration 
within the industry over Uganda’s delay 
to move its oil industry to the production 
stage. 

The World Bank is engaged in the oil 
sector through a number of interventions, 
including the Albertine Sustainable 
Development Project ($145million), the 
proposed Skills Development Project 
($100million), and the Competitiveness 

and Enterprise Development Project 
($100million). 

Speaking on behalf of the Permanent 
Secretary, Ministry of Energy and Mineral 
Development, Fred Kabanda, Principal 
Geologist and Head Regulatory Unit, 
PEPD noted the need to fast-track the 
development of skills and expertise 
and ensure national participation in the 
sector for which the National Content 
Policy provides the key framework. 

 “The Policy will guide the Government, 
Licensees, Operators, Oil Service 
Companies and other key stakeholders 
in the identification, planning, 
implementation, monitoring and 
evaluation of National Content 
development in the country,” said Mr. 
Kabanda.

The National Content Policy and Plan 
is premised on the notion that the 
oil companies should engage in value 
addition by using Ugandan materials, hire 
services from Ugandans and Ugandan 
firms, and also use facilities in Uganda. 

Government’s creation of the petroleum 
institute in Kigumba to train Ugandans 
has not had that much impact; a 
number of the students who graduated 
are jobless, while the institute has had 
financial problems that it had to close 
temporary. 

The other option of sending Ugandans 
to universities abroad is a costly venture, 
which cannot be sustainable. 

The cheaper option has been the 
introduction of petroleum geoscience at 
Makerere University, and similar studies 
at private universities. There is still a 
question whether the skills attained from 
these universities are adequate for a 
highly-technical industry such as oil. 

It is not just the World Bank that has 
carried out a study on local content. The 
three major oil companies (Tullow, Total 
and CNOOC) operating in the country 
also released a baseline survey on local 
content a couple of months ago and 
noted what they needed. 

The survey noted that at production 
peak, the oil sector would employ 11,000 
to 15,000 people directly, while indirect 
jobs would range between 100,000 and 
150,000.

The survey explained that technicians 
and craftsmen will contribute more than 
60 per cent of the jobs. Engineers and 
managers will contribute only 15 per 
cent, and the rest shall be either semi-
skilled or casual workers, who might 
also require some qualities. The report 
advised that “education should focus 
on civil construction, electrical and 
mechanical fields.”

It is the weight that comes with preparing 
this number of Ugandans that the 
government is currently developing the 
National Content Policy and Plan.

Ladies in Buliisa can participate in agriculture, like the lady in 
neighbouring Hoima  below
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Establishing the conditions for the 
fulfillment of local content obligations
By Dr. Glenn P. Flint

The initial question that this article 
was meant to address was: ‘How can 
governments compel corporations to 

fulfill their local content obligations?’ In 
some respects the answer to this question 
is simple – many contemporary contracts 
between governments and corporations 
are bound by national and international 
laws that have specific dispute resolution 
clauses that provide the means of redress 
and consequences for each partner to the 
contract should certain aspects not be 
fulfilled. This can, of course, lead to drawn-
out courtroom cases that test the essential 
relationship of trust between contracting 
parties and further undermine the chances 
of achieving mutually beneficial outcomes.

This article is divided into two short sections 
that deal with, firstly, the increasing hope 
that is invested in local content for attaining 
socio-economic development goals. With 
this greater emphasis, it becomes important 
to clarify the distinction between, ‘national’ 
and ‘local’ content. Secondly, the article will 
outline five crucial conditions that create 
the best possible context for the fulfillment 
of local content obligations, besides from 
recourse to costly court cases. The astute 
reader will contend that there is nothing 
dramatically new in these conditions, but 
their reiteration is justified for no other 
reason than local content is fast becoming, 
rightly or wrongly, the sine qua non of socio-
economic development in countries that 
are classified as low-income or emerging 
markets. Just because something is not 
entirely original does not mean it is of any 
less value.

Socio-economic development

On  October 23, 2014 Mozambique’s 
Instituto Nacional de Petróleo (INP) 
launched its ‘5th Licensing Round’ for fifteen 
new blocks in an event that was held 
simultaneously in London and Maputo. 
The presentations at the Hilton Hotel, Park 
Lane, included the usual array of technical 
information, public relations, and political 
sound bites directed not only at the 
audience of around 350 O&G delegates, 
but also at Mozambique’s citizens who 
are placing much hope in the potential for 
hydrocarbon exploration and production 
to significantly advance socio-economic 
development. For Mozambique and other 
Sub-Saharan countries with similar natural 
resource potential, including Uganda, the 
stakes simply could not be higher.

Among the usual diplomatic verbiage, 
there were two rare moments in which 

the usual obfuscations were replaced 
with straightforward statements about 
Mozambique’s expectations with regards 
to ‘local’ content. First, when answering a 
question about the minimum 10% carried 
interest that would be automatically granted 
to the national oil company, Empresa 
Nacional de Hidrocarbonetos (ENH), 
Carlos Zacarias (INP Exploration Manager) 
said that ‘we [read Mozambique in toto] 
expect to see more than that’.  Second, 
Arsenio Mabote admitted that applicants 
who made the greatest commitment to 
partnering with Mozambican companies 
would be looked upon favourably during 
the decision-making process that leads 
to license awards. What both of these 
open secrets reveal is the ever-increasing 
weight that is placed upon local content 
provisions to fulfill the promise of rapid 
socio-economic development, especially in 
strategic sectors where large-scale capital 
investment is required and, potentially, 
1000s of job opportunities reside.

Amidst this clarity and candor, however, 
there was a conceptual conflation between 
‘local’ and ‘national’ content. While the 
different levels are bound to overlap, it is 
important not to confuse aspects such as 
national fiscal and policy regimes, including 
provisions for carried interests, with local 
content. The question which then arises 
is: ‘what does local mean in local content?’ 
Perhaps the simplest way to define the 
local in local content is to specify its main 
objectives. These are: knowledge transfer, 
purchasing goods and services from 
companies that are registered in, and/
or owned by citizens of the host country, 
and progressively employing citizens of 
the host country rather than expatriates. 
All of these can be subsumed under the 
shorthand dictum ‘buy local/employ local’. 
Increasingly, it is undoubtedly the case 
that corporations take local content very 
seriously and in general are committed to 
the attendant obligations. This is evidenced 
by board level governance programmes 
and a burgeoning Corporate and Social 
Responsibility (CSR) ‘industry’ that works 
with major multinationals, and global audit/
advisory firms.

Five conditions

Beyond the aforementioned contractual 
dispute resolution and arbitration clauses 
in contracts, I would argue that the best 
approach is to set the conditions that 
are most favourable to establishing a 
climate of trust between corporations and 
governments. With this in mind, here are 
five conditions that are crucial in attaining 
this objective:

Buy 
Local, 
Employ 
Local
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Create long-term partnerships. As I have 
argued, the hope that is being placed in 
the promise of local content is reaching 
fever-pitch. It is envisaged as a primary 
vehicle through which governments and 
internati onal development agencies 
can secure achieve life-changing socio-
economic development. In the fi rst 
instance, corporati ons will see local 
content as part of their duty to meet 
all relevant legislati on and regulati ons 
within their operati ons and as part of 
obtaining a social licence to operate. 
Corporati ons know that ‘getti  ng it wrong’ 
in this regard has major implicati ons 
for whether projects are successful – 
witness Vale’s well-publicised ‘mistakes’ 
in Mozambique. On the other hand, 
governments must resist the urge to 
couch their positi oning in the language 
of ‘us versus them’.  The troubled dispute 
between Uganda’s government and the 
oil companies regarding the Foster-
Wheeler report (which recommends 
an oil refi nery over an export pipeline) 
provides adequate evidence of how 
relati onships can deteriorate to such an 
extent that commercialisati on of natural 
resources can be substanti ally delayed.  
While the history of exploitati on in Africa 
is beyond doubt, the future relies much 
more on an open vision of cooperati on 
and partnerships. 

Transparency, transparency, and more 
transparency. Transparency and clarity 
in legislati on, regulati on, and policy is 
imperati ve in the contemporary global 
business environment. It is of course 
essenti al to obtain fi rst class council 
and advice in setti  ng the legislati on, 
especially when there is a trend in 
which corporati ons are seeking greater 
certainty over the obligati ons that they 
will face. When possible, a simplifi ed, 
standalone local content bill that pulls 
together disparate elements from 
various pieces of legislati on and covers 
all sectors would be ideal, but of course 
there will be some specifi c diff erences 
that cannot be subsumed under a ‘one-
size-fi ts-all’ law.

Although there are many aspects of 
transparency that could be emphasised, 
one of the most challenging is full 
disclosure of informati on pertaining to 
the fi nancial benefi ciaries within globally 
dispersed corporate structures, and 
with respect to true ownership of any 
third party supplier or partner towards 
which a corporati on might be directed. 
In the instance of fi nancial benefi ciaries, 
for example, in too many cases it is 
relati vely easy to ‘circumvent’ legislati on 
in which the intenti on is to increase 
real socio-economic development but 
which, in reality, result in litt le fi nancial 
benefi t accruing to the host country. For 
example, Angola has a 51% indigenous 

ownership requirement on oil service 
companies and limits on expatriate 
workers.  This does not, however, prevent 
a company from simply using the local 
enti ty to administer contracts, while sti ll 
pushing nearly all the fi nancial benefi t 
to off shore subsidiaries.  In practi ce, 
there may be litt le by way of ‘real’ local 
content being achieved, and yet it would 
remain within the ‘local content’ laws. A 
diff erent, more positi ve, example would 
be Saipem Contracti ng Nigeria Limited 
(SCNL) that has a huge JV with local 
companies at the Saipem Rumoulumini 
yard in Port Hartcourt. 

Accountability. While accountability 
is measured in diff erent ways and 
implemented through a variety of 
mechanisms across the Sub-Sahara, 
two of the best insti tuti onal examples 
are in Nigeria and Angola. Both 
countries benefi t from an eff ecti ve 
advisory body which is comprised of 
leading business fi gures, government/
bureaucrati c representati ves, and 
relevant consultants. While these bodies 
have numerous roles, such as sharing 
best practi ce, one of the least recognised 
contributi ons that they make is in the 
unintended role they serve in holding 
each private sector and government 
authority to account, vis-à-vis stated 
obligati ons.

Professionalise project management 
within bureaucracies. This conditi on is 
boringly practi cal, but if organisati ons 
such as the World Bank can suff er from 
inadequate project management and 
oversight, then one can rest assured that 
it is a problem. As a start, but only that, 
Key Performance Indicators (KPI) should 
be agreed for the negoti able aspects 
of local content provisions. If KPIs are 
carefully devised and reported then 
they eff ecti vely serve as measures of 
success that can be audited by external 
consultants/advisors in order to monitor 
progress against the local content 
provisions.

Encourage civil society. An open media 
and a vigourous non-governmental 
sector will exert greater public scruti ny 
on the performance of corporati ons, 
and governments, with respect to all 
aspects of their obligati ons, including 
local content. This conditi on is perhaps 
the nexus, the keystone, around which 
each of the other four rest. This is not 
to say that civil society organisati ons 
are beyond reproach or that they are 
purely altruisti c. Far from it, as the global 
environmental movement witnessed 
during the 1990s and the fi rst decade 
of this century, non-governmental 
organisati ons can be co-opted, 
intenti onally or otherwise, into serving 
the status quo rather than bringing 
about social and politi cal change.

It should be readily admitt ed, of course, 
that there is no silver bullet, no panacea 
in ‘compelling’ corporati ons to adhere to 
local content aspects of their contracts, 
but making a long-term commitment 
to establishing these fi ve enabling 
conditi ons is a sensible and ambiti ous 
place to start.

The writer, Dr. Glenn P. Flint, is Head of 
Strategic Development at London’s KCC 
Ltd (glenn.fl int@kccltd.co.uk)

Prof. Charles Kwesiga’s Uganda 
Petroleum Institute, Kigumba has the 

task of solving Uganda’s skills gap

There is no silver 
bullet in ‘compelling’ 

corporations to adhere 
to local content aspects 

of their contracts, 
but making a long-

term commitment to 
establishing these fi ve 

enabling conditions is a 
sensible and ambitious 

place to start
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Local content gone wrong in Ghana 
They enrolled in their multitudes: 

some took loans, using family 
cocoa farms as collateral to pay 

their tuition on the back of a promise of 
jobs welders, pipe-fitters, electricians, 
name it once  the US$850th Atuabo Gas 
infrastructure project kicked off.

But the Chinese contractor of the gas 
plant - SINOPEC - had its own plan: 
It came with its own skilled labour. 
Besides, the Ghanaians who were 
employed on the project did not include 
any of the thousands supposedly 
‘trained’ by the rough-and-ready oil and 
gas training schools dotted across the 
country.

For want of regulation, since oil was 
discovered in the country in 2007 all 
manner of oil and gas training schools 
have been and are being set up - and 
they are taking advantage of desperate 
job-seekers.

Mensah Kujo, a resident of the Sefwi 
Bodi district of the Western Region, 
even claims his marriage has ended 
because his wife - a pupil-teacher who 
invested over GH₵1,000 for him to enroll 
in one of the botched oil and gas training 
schools - feels he wasted her money.

Ebow-Hessel Ferguson, director of 
the defunct training school Mensah 
attended – Sigma Base Technical 
Services – admits that he travelled to 
far-flung villages to convince young 
men and women to find money and 
come to Takoradi to be trained for the 
oil industry.

“We trained about 2,500 Ghanaians, 
about 300 women among them, in three 
batches,” said Ferguson – who later 
came under police and BNI investigation 
for duping the trainees .

Three years down the line, the school 
is nowhere to be found; and with the 
oil-job dream dashed, 32-year-old 
Anthony Animah, one of those who 
paid various sums of monies for the 
botched training programmes, has gone 
back to Bonyere, his seaside village, to 
rejoin the communal activity of dragging 
fishing nets.

He was busily pulling a fishing-net along 
with other members of the community 
when this writer approached him for a 
chat.

“I still want to work in the oil industry,” 
he said, “If only government will help us. 

As you can see, what we are doing here 
does not pay much.”

The people of Bonyere are proud that 
the offshore Jubilee Oil Field is closer 
to their community than any other in 
the country. Indeed, they think their 
land is full of oil. They seek to prove 
this by taking visitors to the site of an 
abandoned exploration well in a marshy 
scrubland in the neighborhood, where a 
pool of crude oil collects.

The community is 124 kilometres away 
from Takoradi, the Western Regional 
Capital; or 403 kilometres away from 
Accra. It was initially chosen to host the 
gas infrastructure project, but due to 
what engineers described as “technical 
and geodetic reasons” the project 
was relocated to Atuabo, a nearby 
community.

The citizens of Bonyere became livid 
about the relocation because they 
felt their community was much closer 
than Atuabo to the offshore Jubilee 
Oil Field, where the associated gas is 
produced. Indeed, they are still angry 
with government over what they see 
as missed job opportunities -- and that 
is also because of the promises, Sigma 
Base Technical Services’ Ferguson, 
made to them.

“He came to this village and told us 
to join the training school so that we 

would get jobs to do when the project 
comes,” said Antonia Kanra, a 38-year 
old woman who said she shelved her 
orange retailing business to join the 
school, “From this community alone, 
we use to fill three buses and travel to 
Takoradi three times per week for the 
training programme. Apart from the fees 
we paid, imagine the cost of transport 
and other expenses we incurred for the 
six-month period.”

Today, Kanra only has a “certificate of 
participation” to show for her troubles, 
which says she “participated in our 
programme in the areas of welding/pipe 
fitting/fabrication/electrical”.

But she is not sure if it can earn her a 
job, and indeed it may not because jobs 
in the oil and gas industry do not come 
cheap.

“You cannot just get up and say ‘I am 
training welders’, to what standard? 
When you get to know the standards, 
then you put in place the necessary 
measures,” said Daniel Kwarkyi, a US-
trained welding inspector who runs 
Danest Engineering Limited in Takoradi.

“So the training facility will need to have 
the equipment; it will need to have the 
consumables, and will need to have 
qualified and certified instructors to do 
the job. When you do not have these 
things in place and then you put guys in 

Sigma Base’s Ebow-Ferguson
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A female welding student at Ebow-Ferguson’s school that had promised 
Ghanaians jobs in the oil sector.

the classroom and say you are teaching 
them welding, you are deceiving them.”

Indeed, the trainees from Bonyere are 
not the only ones who feel deceived by 
Sigma Base and its partner organisation 
-- Harvard Marine Petroleum Training 
Institute -- another school that sprang 
up in Takoradi in 2011, made as much 
money as it could from desperate oil 
industry job-seekers and folded up.

Isaac Abettey, 32, is a native of Takoradi, 
the oil city -- a name he hates to hear. 
He is a trained welder; he was working 
with a textiles company in Accra when 
he heard about the training schools in 
Takoradi. Since oil was discovered in 
Ghana in 2007, he has nursed hopes 
of working in the industry. He thus quit 
his job in Accra, travelled back home 
and enrolled at Sigma Base to upgrade 
his skills. But the director, admitting 
he could use some know-how, soon 
recruited Isaac and some of his friends 
to become “Senior Instructors” instead.

After working for four months, the 
instructors did not receive the GH₵250 
monthly salary they were promised and 
so they petitioned the Western Regional 
Labour Office. The monies were never 
paid.

Isaac Abettey and two of his friends 
-- Patrick Kow Abaka and Prince 
Kwaku Odoom -- went ahead to enrol 
at Harvard Marine Petroleum Training 
Institute alongside hundreds of other 
trainees.

Here, the fee for the training programme 
was US$3,000 per head. While some 
paid the money in full before the school 
folded up, others paid various amounts 
in installments, explained Patrick 
Kow Abaka who said he now relies on 
seasonal jobs to keep body and soul 
intact.

“So as for us, we were bitten twice and 
silenced,” he said laughing.

Failed promises

Harvard Marine was introduced by one 
Captain Ron McGrath, an Australian 
national who is said to have returned to 
his country. Some of the trainees admit 
that the institute had a semblance of 
genuineness until it failed to find them 
the jobs it promised them before they 
enrolled.

A visit to the facility Harvard Marine 
rented and operated from, a one-storey 
building at Kwesimintsim in Takoradi, 
showed no sign of activity. Managers 
of the building said they did not know 
where the school had relocated to, nor 
did they know the whereabouts of its 
director.

Ebow Hessel Ferguson of Sigma Base 
told the B&FT that he facilitated the 
entry of Harvard Marine into the 
country, and that his trainees were 
supposed to have moved on to Harvard 
Marine to polish up.

Mr. Ferguson’s third batch of trainees 
was the one that caused him trouble: 
when they realized he was taking them 
for a ride, they reported him to the 
police who referred the matter to the 
Legal Aid Scheme – a body created by 
government to provide legal assistance 
to the poor.

At the Takoradi office of the scheme, 
officials said the matter has not 
been pursued to an end because the 
complainants, most of whom have to 
travel from various parts of the country 
to attend the hearing, have grown 
weary andhave given up.

Lack of regulation

But while Sigma Base and Harvard 
Marine may have folded up, a number 
of the schools remain in Accra, Kasoa, 
Sunyani and other parts of the country. 
The news media is awash with 
advertisements from these schools 
enticing people to enrol for courses 
like Petroleum Drilling, Petroleum 
Management and a host of others.

“We have to let Ghanaians know that 
you cannot go and do a short course 
and claim to be proficient in Oil and Gas,” 
said Edward Appiah-Brafoh, Principal 
Human Resource Manager at the Ghana 
National Petroleum Corporation.

“The proliferation of these institutions 
indeed has been realised, and such 
institutions have to register with the 
Petroleum Commission that they are 
providing training in oil and gas-related 
courses; and then the commission has 
to monitor what they are teaching.”

The Petroleum Commission was 
created to regulate the upstream 
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Some of the other welding trainees at Sigma Base who missed out on the oil industry jobs

sector of the petroleum industry. It is 
therefore in charge of licencing and the 
awarding of blocks to exploration and 
production companies. The Commission 
is also to oversee implementation of the 
government’s local content agenda.

But between the Petroleum Commission 
and the National Accreditation Board, it 
is not clear which institution regulates 
the mushrooming oil and gas training 
schools.

“If an institution comes up to you, one of 
the key things you can check is whether 
they have any accreditation at all from 
National Accreditation or the Petroleum 
Commission if you have any doubts,” 
said Theophelus Ahwireng, CEO of the 
Commission.

“If an institute wants to provide 
training in the sector we will look at 
their accreditation. But I think we have 
warned many times that there are a lot 
of fake institutions which people need 
to be wary of -- and it happens in many 
sectors, not only oil and gas,” he said.

While accurate data is hardly available 
regarding the rate of unemployment in 
the country, the lack of jobs, even for 
graduates, has been a source of worry 
for many citizens. The creation of what 
is known as the Unemployed Youth 
Association of Ghana, for many, sums 
up the gravity of the situation.

Ghana’s nascent oil industry thus holds 
a lot of allure for young people, both 

educated and uneducated, because the 
going perception is that the industry 
pays like no other. They are therefore 
ready to part with any amount in order 
to train for oil industry jobs.

But the oil industry has only just begun 
in the country, with only one field -- the 
offshore Jubilee Field -- producing an 
average of 100,000 barrels of oil per 
day. But the prospects are said to be 
great. Two new fields are expected to 
follow in 2016 and 2017, while several 
other international oil companies have 
been licenced and are undertaking 
exploratory activities.

More troubles 

But while many are eager to enter the 
industry, those who are already there 
are not so happy. Upstream petroleum 
activities have been bogged down by 
one strike action after another in recent 
times; Ghanaian rig workers feel they 
are being given a raw deal since their 
expatriate counterparts receive far 
more pay.

Just when an impasse between 
MODEC -- a private firm working on 
the production vessel at the offshore 
Jubilee oilfield -- and its workers was 
said to have been resolved, the General 
Transport and Chemical Workers Union 
recently threatened another industrial 
action against the company.

“Management of MODEC are failing to 
abide by their side of the bargain to get 

the workers that were dismissed for 
demonstrating over better conditions of 
service on the FPSO Kwame Nkrumah 
back to offshore for work,” said Francis 
Sallah, vice chairman of the union.

On October 29, 2014, 40 Ghanaian 
workers of MODEC embarked on an 
industrial action to protest poor working 
conditions and remuneration.

The management of the company later 
terminated the appointments of 27 
striking workers, which led to a tussle at 
the Labour Commission.

Subsequently, 12 other workers of 
the company withdrew their services 
in solidarity with their dismissed 
colleagues.

Other Ghanaian workers in the 
petroleum sector in 2014 also 
began a solidarity strike to demand 
reinstatement of the dismissed MODEC 
workers.

Data from the Energy Ministry indicate 
that as at December 2013 a total number 
of 6,929 personnel were employed in 
the petroleum upstream sector. This 
consisted of 5,589 Ghanaians and 1,340 
expatriates, representing approximately 
80% and 20% respectively.

This slightly altered article by Basiru 
Adam originally appeared on www.
thebftonline.com 

Q&A
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Q&A

Over half of Zambia’s copper producti on is currently in 
a loss-making positi on following a consistent decline 

in the internati onal copper price. Doesn’t this worry Tibet-
Hima? 

Certainly, as a company dealing in the copper and cobalt 
business, we have to worry about the trend of falling prices 
of these base metals. However, our programme is sti ll on and 
we are opti misti c that the prices will rise soon as has been the 
case in the past.

Oil companies have cut back on expenditure following the 
serious oil price drop. Are you saying Tibet-Hima has not 
considered this too, with copper price drops?

Actually, the cutti  ng back on explorati on expenditure is not 
only in the oil industry but in the mineral sector too. Almost 
90% explorati on companies globally have cut back their 
expenditure. But like I noted above, Tibet Hima’s plans remain 
unchanged. Already, we have fi nished carrying out geological 
mapping, geochemical and geophysical surveys of one of the 
most prospecti ve blocks in Kyehara-Nkenda near Kasese town. 
We will soon conduct diamond core drilling and thereaft er we 

will ascertain the grade and quanti ty of the copper and cobalt 
ore. Tibet Hima Mining Company Ltd (THMCOL) is to invest 
US$ 175m but as work progresses, we have realized that we 
may need extra cash injecti on. 

 What challenges are Tibet-Hima contending with as it fi nds 
its feet in Kilembe?

They are quite a number. River Nyamwamba fl oods for now 
remain the most challenging. Since the fl ooding of the river 
in May 2013 and further devastati ng fl oods in May and June 
2014, the company has incurred a lot of unforeseen expenses 
of cleaning up the sand, boulders and other debris that had 
rendered the place an impossible working environment.  
Bridges too were swept away making it strenuous for workers 
to make it to work from their homes.

More expenses have been incurred in reconnecti on of uti liti es 
like electricity, water, in the cleaning up and repairing of 
the sanitary faciliti es to avoid any disease outbreaks and 
unblocking the drainage systems. We also need to install 
protecti on walls around the tailings dams to avoid further 
contaminati on of the river. 

Tibet-Hima unfazed 
by falling copper 

prices

Kwatampora (L) poses 
with Tibet-Hima, 
Company Secretary, 
Herbert Wakaabu at the 
main underground mine 
entrance in Kilembe

 In September 2013, 
Tibet Hima Mining 
Company Ltd (THMCL), 
a subsidiary of Tibet 
Hima Automobile 
signed a concession 
agreement with Uganda 
to resuscitate mining 
acti viti es at Kilembe 
copper mines in Kasese, 
Western Uganda, aft er 
33 years in limbo. 
Though the Chinese 
fi rm, which will invest an 
initi al US$ 175m in the 
project, is undeterred 
by falling global copper 
prices, it will be hoping 
prices pick up when 
the fi rst tonne leaves 
the ground. Alex 
Binego Kwatampora, 
the Project Manager 
shades more light on 
this and more in this 
interview  
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Besides, the fl oods washed away 
vital geological, mining, survey and 
engineering data; a big setback as it 
hampers data referencing. 

There is also rampant theft  and 
vandalism of company and domesti c 
properti es shooti ng up our costs as we 
have to immediately replace them. A 
more vigilant security team has been 
insti tuted to stem this.

Aggressive encroachment on company 
land is happening at an alarming 
level too and reclaiming it from 
hosti le occupants is becoming rather 
dangerous and expensive. 

We would also like to speed up the 
expansion of the Mubuku l hydropower 
plant from 5MW to 12.6MW but the 
Electricity Regulatory Authority (ERA) 
has delayed clearance on the project’s 
feasibility studies. 

What is being done to reinstate the 
infrastructure destroyed in the fl oods?

THMCOL has embarked on major 
repairs on some houses, offi  ce blocks 
and has replaced all the uti lity lines of 
power and water. However, though we 
have a comprehensive corporate social 
responsibility plan which we are already 
implementi ng, the River Nyamwamba 

fl ood control and miti gati on measures 
promised by the state need to be 
eff ected as soon as possible. De-silti ng 
of the river was last done in 1982 (33yrs 
ago).

As you may be aware, the heavy rains 
are beginning in March 2015; and if no 
de-silti ng of the river channel and re-
building of gabion-supported concrete 
retainer walls is done, the fl oods will be 
back at end of April or early May 2015.

On its part, the company has de-silted 
and reinforced some river banks here 
and there but a lot sti ll needs to be 
done. We require urgent provision of a 
bulldozer D-8 or bett er to remove the 
bigger boulders from the river channel. 
We also need retainer walls erected in 
the known dangerous spots fi rst.

At a meeti ng in early February held 
at the Offi  ce of the Prime Minister, Dr 
Ruhakana Rugunda asked the Ministry 
of Works to immediately get on top of 
the situati on; so we are opti misti c a 
soluti on will be gott en soon.

What is the state of Tibet Hima’s 
investment in Kilembe currently? 

A 12-man THMCOL geological team, 
ably supported by experienced 
Ugandan geo-technicians and fi eld 

technical assistant is carrying out the 
explorati on at a good pace. 

We have a big task as we have to cover 
over 600sq km extending all the way to 
the D.R. Congo.  

The rehabilitati on of the concentrator/
mill plant is ahead of schedule and 
should be completed by October 2015. 
As per the concession agreement, a full 
feasibility study sti ll has to be done and 
a report detailing the fi ndings released 
by September 2015. The studies for 
the smelter establishment too are on-
going. 

Recruitment of staff  started in October 
2013 but the exercise was partly 
aff ected by the fl oods last year. It 
should be noted that THMCOL took 
over from KML management on June 
1, 2014 and has since recruited more 
than 300 employees. The process is 
progressive and it is envisaged that 
we shall hire about 3500 employees 
within the fi rst 3-5 years of the 25-year 
concession period.

In the meanti me, THMCOL is impacti ng 
modern technical skills in the youth 
and soon, Kilembe will be producing 
very good technicians as it used to do 
in the past.

Kilembe after the fl oods
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THE Department of Geological Survey and 
Mines generated more non tax revenue in the 
first quarter of this financial year than it had 

earlier anticipated, a new report shows, pointing to 
heightened activity within the mining industry. 

The collection was slightly more than the Shs1bn 
(US$358,000) the department had targeted, and 
was described as a “great achievement.” The increase 
in the amount of money generated was also partly 
attributed to the new rates that government put in 
place. 
The non-tax revenue is collected from government 
services to the private sector. 

The report noted that during the period under review, 
26 prospecting licenses, 17 exploration licenses, 
five location licenses, two retention licenses, one 
mining lease and nine mineral dealers’ licenses were 
granted. At least seven exploration licenses, two 
location licenses were renewed.

Also, a total of 72 mineral right applications were 
scanned, uploaded and validated into the mining 
cadastre and registry system. At least 31 title 
prints, of which two were for mining leases, 22 for 
exploration license and seven location license were 
prepared.

Uganda 
eyes more 
revenues 
from 
minerals

Mining Numbers Construction of a new plant at the Krone mine
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The government says it will assess 
many of these licenses to see that 
work is going on. 

Targets
The department has come up with 
a list of targets it intends to follow 
in order to promote mining in the 
country. 
The department says it will conduct 
at least six mining inspections every 
quarter to enforcement provisions 
and issue environmental restoration 
orders and improvement notices. 

The government has also promised 
to find ways of processing licenses 
for mineral rights within three to 
60 days from receipt of application. 
The country intends to generate 
Shs1billion in quarterly non tax 
revenue. It will compile mineral 
production records and statistics 
every quarter. The department also 
intends to monitor iron ore projects 
in Kabale and Kisoro districts on 
monthly basis. The ministry will also 
continue to review the mineral policy 
and legislation, “which is expected to 
conclude by end of FY 2015/16.” 

There are also plans to undertake 
one environmental baseline study 
per quarter, and also conduct one 
quarterly review of Environmental 
Impact Assessment for mining 
operations.

Studies
A substantial amount of the work 
from the department surrounded the 
compilation of studies throughout 
the quarter. During the quarter under 
review, the department continued 
to carry out geological and mineral 
resources assessment of Karamoja 
region, the department noted. 

There are appears to be a lot of interest 
in Karamoja. The place is thought to 
be rich in minerals, although there has 
not been critical data to support this 
argument. 
If all goes according to plan, the 
plans of a Chinese firm could change 
Karamoja’s outlook. 

In July 2014, the department met 
with a couple of Chinese investors, 
with one of them showing interest in 
exploiting marble stones in Karamoja 
and putting up a cement factory in the 
area.  

One Chinese company has showed 
interest in the “funding of the planned 
airborne geophysical surveys of 
Karamoja.”
According to the report, “another 
Chinese company, Zhongmei 
Engineering Group Limited showed 
interest in the airborne geophysical 
surveys of Karamoja region and 
hinted that financing could easily be 
mobilized by their company.”

Officials from the department handed 
the Chinese company information 
regarding specifications of the 
surveys. 
During the first quarter, the department 
sensitised local communities on the 
airborne geophysical surveys of the 
Karamoja region. The communities 
were also taken through some of 
the legislation governing the mining 
sector, and trained in safety and 
health standards.

Geothermal
Other than Karamoja, the department 
remained keen on Katwe, where 
prospects of geothermal energy are 
high. Government is so serious about 
the project that it is not willing to 
engage a company that appears to be 
dilly-dallying. 
For example, when government 
carried out due diligence on the 
exploration activities of Katwe 
Geothermal Power Project Limited (EL 
0772) in Kasese, it discovered that “no 
substantive work was conducted.”  
The government decided to reject 
the company’s request for a license 
renewal. 
The government has already held 
meetings with different parties to 
exploit the geothermal resources in 
the country. 

Already, with the help of USAID, a 
report on was to develop geothermal 
resource was compiled by R. Gordon 
Bloomquist, a geothermal specialist 
in Washington State University 
Energy Program and handed to the 
government. 

The report gives recommendations 
to be considered in formulation of 
geothermal policy and proposals for 
development of geothermal energy.
Some of the report’s 
recommendations are: the creation 
of a clearly pro-geothermal policy and 
adopt the required legal, institutional 
and regulatory framework required; 
provide a clear and secure access 
to geothermal resources through 
the granting of concessions under 
a transparent process; create an 
enabling market environment with a 
creditworthy off-taker
(entity to purchase the power 
produced from a given generation 
plant) to sign state-of-the-art 
power purchase agreements (PPAs); 
provide incentives to reduce capital 
requirements and provide a reward 
for successful development, among 
others. 

Power Africa has expressed interest 
to support Uganda in developing its 
policy, legal and regulatory framework 
on condition that the country 
submits a High Level written request 
for technical assistance to USAID 
Mission Director and to Power Africa 
Coordinator.
Neighbouring Kenya has also joined 
the fray surrounding the exploitation 
of Uganda’s geothermal resources. 
Geothermal Development Company 
Limited of Kenya (GDC), according to 
the report, has prepared a work plan 
for the
Buranga geothermal area. 

This survey will involve geological 
mapping, geophysical survey and 
geochemical surveys, according to 
the report. The survey is estimated 
to cost $570,064 and is part of the 
implementation of the Memorandum 
of Understanding signed between the 
heads of state of Uganda, Kenya and 
Rwanda as part of Northern Corridor 
Regional Infrastructure Integration 
Projects.

DGSM Commissioner, Edwards Katto

The Uganda Chamber of Mines & Petroleum58



Speak about Tororo and the fi rst thing 
that comes to mind is cement. As 

one of the two cement manufacturers 
in Uganda, Tororo Cement has become 
the heart and soul of a town that 
was simply seen as a gateway to 
neighbouring Kenya. 

And through the exploitati on of 
carbonate limestone, Tororo Cement 
has managed to create business 
synergies that many people in the area 
have managed to tap into for more 
than 50 years. 

However, there is some new buzz 
around Tororo town today. There is a 
new mining company in town that has 
taken many people’s att enti on away 
from the cement manufacturers.  

The emergence of Guangzhou 
Dongsong Energy Group Company 
Ltd, the new company prospecti ng 
for phosphates at Osukuru just a few 
kilometres from Tororo town, has set 
tongues wagging. The mining company 
has the potenti al to become far 
bigger than Tororo Cement, and could 

transform the image of the place in 
ways, unimaginable. 

Speaking at the commissioning of the 
Sukulu Phosphate Comprehensive 
Industrial Development Project, last 
August, Lv Weidong, said the fi rst 
phase of explorati on of a 12.27sqkm 
revealed 217 million tons of iron and 
phosphate minerals, which included 
62.45 million apati te, 429.8 thousand 
tons of niobium pentoxide and 890.6 
thousand tons of Rare Earth Elements. 
The explorati on of the remaining 
14.23sqkm will be completed in 2015.

The Chinese fi rm has promised to 
invest more than $620m in the project. 
When completed, the project would 
include a phosphate ferti lizer plant 
with a producti on capacity of at least 
300,000 tonnes per annum.

That is not all. The company will also 
seek to exploit the iron ore deposits in 
the area by setti  ng up a steel mill with 
a capacity of not less than 300,000 
tonnes per year. A power plant of 12 
megawatt s will also be built including 
a sulphuric acid plant, with an annual 

capacity of 400,000 tonnes.

Guangzhou Dongsong says that the 
project would not only create more 
than 1,000 jobs but also pay Shs1.6 
trillion in taxes annually.

It is these plans that have gott en the 
people around Tororo excited. 

Wycliff e Odia, who leaves less than two 
kilometers from the Osukuru plant, is 
already planning an agricultural project 
that can make him money, especially 
supplying the workers at Osukuru. 

“Getti  ng employment at the factory will 
defi nitely be hard but I am targeti ng 
making money through the food 
industry and rental lockups,” he said.

Odia has already identi fi ed some of 
the crops he intends to culti vate. He 
plans to grow vegetables like tomatoes, 
cabbages and carrots plus matooke 
and maize, among others, to serve the 
expected extra people coming in the 
area. He already has a three-roomed 
semi-permanent commercial building 

Osukuru phosphate plant
 comes with hope, dreams

President Yoweri Museveni and Guangzhou 
Dongsong’s Lv Weidong (R) at the commissioning 
of the Sukulu phosphates project
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that he hopes to rent out to whoever wants to operate 
shops or restaurants.

Barbara Webombesa hopes to expand her food business 
by putti  ng up a restaurant next to the Guangzhou 
Dongsong camp site. She said most of the workers at 
the site were already customers for her samosas and 
mandazis, which she has been selling on a small scale. 

“I have already secured a piece of land on rental basis 
where I intend to erect a temporary kiosk, which will 
serve as a restaurant for my customers,” she said.

However, there are worries that some people might 
have let a good opportunity pass them by. Some of the 
people who were compensated and got money in order 
to pave way for the site have squandered the money. 

Charles Ajulu Orono, a former Osukuru sub county vice 
chairman, said: “Some people who were handsomely 
compensated for their pieces of land, which were 
previously their livelihoods, instead bought plots 
in already congested trading centres, where they 
have built beauti ful houses for themselves without 
considering how they would grow food and make an 
income.”

Ajulu is also worried that a number of businesses 
might head to Tororo to tap from the opportuniti es the 
phosphate plant intends to bring, side-lining the poor 
locals. 

He argues that it would have been bett er if government 
fi rst educated the local people about the prospects and 
risks that would come with the phosphate project so 
that they are prepared. 

All hope is not lost though. 

Ajulu believes there is sti ll hope if the people around 
Tororo formed groups that could strengthen their 
bargaining power. He said he was part of Osukuru Lands 
Development and Organizati on (OLDAO), an acti vist 
group, which among others, planned to get a fair value 
for their goods and services when the Chinese company 
comes calling. 

At the same ground breaking last year, President Yoweri 
Museveni called upon Ugandans to uti lize the vast 
opportuniti es that the project intended to create. 

“Uti lize this business opportunity because there will be 
a vast market for both crop and animal products such as 
greens, matooke, including pork, which is a delicacy for 
the Chinese,” he said.  

He cauti oned Ugandans not to ignore agriculture with 
the discovery of oil and minerals, describing agriculture 
as an infi nite wealth. 

“Minerals and oil are not personal. They are for all of us 
Ugandans, and they are fi nite, but agriculture is yours 
personally and it is infi nite wealth,” Museveni noted.

It is a message, which, if adhered to, could change the 
face of Tororo forever.

Deloitt e wants miners to be more innovati ve 

Matt hew Tallarovic
Partner, Deloitt e, Uganda

In its 2015 editi on of ‘Tracking 
the Trends’, Deloitt e, has taken a 
close look at the issues that miners 
will face this year and outlines 
a wealth of potenti al responses 
proposed from its member fi rms’ 
global mining professionals. 

Now in its seventh year, the 
report’s predominant theme is an 
emphasis on the need to “keep 
calm and carry on”. 

“There is no doubt that mining 
companies operate in complex 
geographies where they face 
challenges in responding to 
regulatory and compliance 
requirements. At the same ti me, 
they have an imperati ve to adapt 
to changing market conditi ons 
while adopti ng new innovati ons 
as they seek to produce more for 
less cost. And these conditi ons 
remain the same, regardless of 
whether we are in a downturn, 
or a recovering market,” Deloitt e 
advises. 

The statement is aimed at 
spurring frank discussions 

about the industry’s strengths 
and weaknesses without either 
painti ng worse-case scenarios 
or donning rose-ti nted glasses 
and it is hoped that its content 
will inform our clients’ strategic 
decision-making.

Deloitt e says the top 10 issues 
mining companies will face this 
year are: Back to basics – The 
pursuit of operati onal excellence, 
Innovati on is the new key to 
survival – It’s about more than cost 
control, the new energy paradigm 
– Reducing power project costs, 
Dwindling project pipelines – 
Walking the supply/demand 
ti ghtrope, Financing’s great 
disappearing act – The implicati ons 
reverberate across the market, 
Survival of the juniors – Navigati ng 
troubled waters, Seeking new 
skillsets – Shift ing industry realiti es 
for a new generati on of talent,  
Riding the waves of geopoliti cal 
uncertainty – From best guess 
planning to embracing uncertainty,  
Rising stakes around stakeholder 
engagement – Companies struggle 
to balance competi ng interests 
and  Engaging with government – 
Finding new ways to communicate 
and collaborate. 

Operati ng in 150 countries and 
territories, Deloitt e provides 
audit, consulti ng, fi nancial 
advisory, risk management, tax, 
and related services to public and 
private clients spanning multi ple 
industries. 

Gulf Resources changes name to Namekara 

Gulf Resources Uganda Ltd, the 
company that is the registered 
owner and operator of the 
Namekara Vermiculite Mine in 
eastern Uganda, has changed 
its name to Namekara Mining 
Company Ltd with immediate 
eff ect.

“The change in name has been 
necessitated by the need to 
refl ect the fact that the company 
is no longer related in way, to 
its former Australian holding 

company, the ASX listed enti ty Gulf 
Industrials (www.gulfi ndustrials.
com.au), following the separati on 
agreement that was entered into 
during the fi rst quarter of 2014,” 
Henson Mambo, the Country 
Director said in a February 6, 2015 
statement. 

He also noted that the name 
change allowed the company 
to affi  rm its Ugandan roots and 
be identi fi ed with its product, 
Namekara vermiculite.

Manbo added that the ownership 
of the company remained 
unchanged. The management, 
physical and contact addresses too 
remain the same.

The changes have meant a new 
logo and lett erhead for Namekara 
Mining Company are unveiled. 
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Uganda has stopped receiving requests for licenses to produce 
electricity using the country’s unexploited oil and gas resources. 

This follows a lett er from the Ministry of Energy to the 
Electricity Regulatory Authority (ERA) advising the latt er to halt the 
licensing process unti l a study on the future of power producti on in 
the oil-rich Alberti ne Graben is completed. 

“The Authority has received communicati on from the Ministry of 
Energy to the eff ect that prospected power generati on from crude oil 
and associated gas from the Alberti ne Graben Region shall be informed 
by the outcome of the study on uti lizati on of excess associated gas 
which is currently on-going,” reads a January, 2015 ERA noti ce.

The directi ve further noted: “… noti ce is hereby given that the 
Electricity Regulatory Authority shall not receive any applicati ons 
submitt ed in accordance with Secti on 29, of the Electricity Act, 1999 
for prospected development of thermal power plants that intend to 
uti lize crude oil and associated gas from the Alberti ne, unti l such a 
ti me when the Ministry advises the Authority otherwise.”

Aft er completi ng the study, an appropriate developer will be procured 
to implement the selected uti lizati on opti on through a competi ti ve 
process.

Power companies could likely slowdown their investments in the oil 
industry. 

ERA spokesperson, Julius Wandera, said it was understandable that 
the ministry to stop licence applicati ons unti l a study was conducted. 

“The ministry needed ti me to understand the sector very well before 
rushing to produce power,” he said. 

Based on the oil gas rati os for the diff erent fi elds in the oil-rich 
Alberti ne Graben so far, associated and non-associated gas esti mates 

Electricity 
from 
Uganda’s 
oil & gas 
on hold  

An Aggreko power plant in South Africa
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stand at 173 and 500 billion cubic feet 
of gas respecti vely, according to the 
Petroleum Explorati on and Producti on 
Department.

Unti l now, a number of companies 
such as Albatross, Lake Albert 
Investment Services, and Norway’s 
Jacobsen Elektro Holdings, have 
applied for licenses to put up power 
plants. Another energy fi rm, Aggreko, 
is also interested in the petroleum 
reserves. 

The department, however, warns that 
the development of energy plants 
powered by gas is “very dependent 
on how the producti on of oil in the 
diff erent fi elds will be carried out.”

In September 2013, aft er Chinese fi rm 
CNOOC received a producti on licence 
for the Kingfi sher fi eld, Peter Lokeris, a 
State Minister in the Energy Ministry, 
said Uganda expected oil companies 
to come up with studies on how to 
develop the oil.

“CNOOC will undertake studies to 
determine the opti mum soluti on for 
the uti lisati on of the gas that will not 
be used to generate power for the 
operati ons in the fi eld...,” he said.

Some of the opti ons CNOOC 
was supposed to study included 
transportati on of the excess gas 
to Kabaale refi nery area for power 
generati on; setti  ng up of faciliti es to 
produce liquefi ed petroleum gas (LPG) 
for domesti c consumpti on; and onsite 
generati on and export of power from 
the Kingfi sher fi eld.

Esti mates indicate that Kingfi sher 
alone, which is one of the biggest oil 
fi elds in Uganda, has enough gas to 
power a 50MW plant for at least 10 
years.

Uganda has discovered 6.5 billion 
barrels of oil so far. However, only 1.4 
billion of this is recoverable.

It is not clear what the new directi ve 
means for the companies that already 
sent in their license applicati ons. 

Jacobsen said it wanted a licence 
to produce 100MW of power. The 
company, which already has a 50MW 
thermal power plant at Namanve, 
wrote in its licence applicati on of how 
the IOCs had determined Uganda’s 
gas reserves to be more than earlier 
anti cipated.

“In order to enable producti on of the 
oil in ground, a sustainable soluti on is 
required to be in place for the handling 
of the associated gas. In additi on, we 
are informed by the oil companies and 
PEPD that reinjecti on of the associated 
gas back into the well is impossible 
due to the nature of the shallow oil 
structures,” Jacobsen writes in its 
March 2014 licence applicati on. 

It goes on to add: “As a result the only 
sustainable, stable and environment-
friendly soluti on will be to use the 
associated gas as fuel for power 
generati on.”

Observers will be studying the 
Ugandan situati on keenly, especially 
now that neighbouring Kenya has said 
it off ers similar opportuniti es within 
its oil industry. 

Kenya is already reviewing plans of 
developing power from the gas it 
has discovered so far. Media reports 
quote a fi gure of 1 trillion cubic feet of 
gas, which, the government says, can 
power a 550MW plant for 20 years. 
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UCMP Members 

Chamber Diamond Members
COMPANY CONTACT PERSON SECTOR

1. Tullow Oil Ltd Mr. Conrad Nkutu Oil and gas exploration and production

2.  CNOOC Ms. Chai Wei Oil and gas exploration & production

3.  Total E&P Mr. Ahlem Friga-Noy Oil and gas exploration & production

4. Schlumberger Oilfield Mr. Denis Bonifay Oil &gas services

5. Bank of Africa Ms. Sarah Muhaise Banking

6. Housing Finance Bank Ms. Judith Owembabazi Banking

Chamber Gold Members
COMPANY CONTACT PERSON SECTOR

7. DFCU Bank Mr. James Mugabi Banking

8. Orient Bank Mr. Nicholas Sennungi Banking

9. Hima Cement Ltd Mr. Daniel Pettersson Cement Manufacturers

10. Stanbic Bank Mr. James Karama Banking

11. Standard Chartered Bank Ms. Cynthia Mpanga Banking

12. Lion Assurance Co. Ltd Mr. Newton Jazire Insurance

13. United Bank for Africa (U) Ltd Mr. Wibrod Owor Banking

14. Barclays Bank Mr. Gibson Nangono Banking

15. Roofings Group Mr. Stuart Mwesigwa Steel Manufacturing

16. Centenary Bank Mrs. Beatrice Lugalambi Banking

17. KPMG Mr. Benson Ndungu Audit, Tax and Advisory

18. AERSUD Uganda Ltd Mr. William Mutlow Mineral Trading & Mining

19. ENS AFRICA Mr. Alexander Kibandama Law Firm

20. Mukwano Industries Uganda Ltd Mr. Ali Reza Manufacturing

21. Sebalu & Lule Mr. Nicholas Ecimu Law Firm

22. Tibet Hima Mining Co. Ltd-Kilembe Mines Mr. Alex Kwatampora Copper Mining

23. SEKO Logistics Uganda Ltd Mr. Hubert Vermaak Freight Forwarding/Logistics

24. ST & Associates Mr. Sam Thakkar Tax Advisory, Accounting

Chamber Silver Members
COMPANY CONTACT PERSON SECTOR

25. Agility logistics ltd Mr. Lakshmi Narasimha Logistics

26. AON Risk Services Ms. Caroline Athiyo Insurance & Risk Management

27. Askar Security Ms. Kellen Kayonga Security

28. AUC mining Ltd Mr. Moses Masagazi Gold mining

29. Bemuga Forwarders Mr. Ben Mugasha Clearing and Forwarding

30. BTS clearing & forwarding Ms. Merian Sebunya Clearing and Forwarding

31. Greenstone Resources Ltd Mr. Nimit Patel Gold mining

32. AIG Uganda Limited Mr. Edward Hire Insurance

33. Citibank U Ltd Ms. Bagorogoza Clare Banking

34. Civicon Limited Mr. Nick Dames Mechanical & Civil Engineering Works

35. Deloitte U Ltd Mr. Tallarovic Matthew Auditors

36. Eagle logistics solutions ltd Mr. David Walabyeki Customs Clearance, Heavy Equipment Hire

37. East African Chains U Ltd Mr. David Mayanja Dealers in Mechanical Tools

38. ORTEC Group Ms. Michele Ottria Lifting Services
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39. Epsilon U Ltd Ms. Hellen Nambi Waste Management

40. Ernst & Young Mr. Muhammed Ssempija Auditors

41. Farm Engineering Industries Mr. T. S Padhaal Equipment Supply

42. Flemish inv. Ltd Mr. Bruce Milne Mineral Exploration

43. GCC Services (U) Ltd Mr. Wesley Musinga Facilities Maintenance & Catering Services

44. Gold empire ltd Mr. John Muruli Gold Exploration

45. Goodlife (U) Ltd Mr. Shem Nnaggenda Training Solutions

46. Namekara Mining Company Limited Mr. Henson Mambo Mining

47. Habib Oil Ltd Mr. Osman Ahmed Noor

48. Halliburton International Inc. Ms. Natasha Epenu Oil & Gas Services

49. Inspecta International Mr. William Pike Inspection Services

50. Integrated logistics Mr. Attila Jonathan Onshore & Offshore Logistics Support

51. Kampala Associated Advocates Mr.  David Mpanga Law Firm

52. Krone (U) Ltd Mrs. Rose Rugazora Mineral Exploration/ Wolfram

53. ABMAK Associates Mr. Denis Kusaasira Law Firm

54. Lloyds British Testing Mr. Andrew Davies Inspection, Training and Assessment

55. Marsh Uganda Ltd Mr. Paul Mulira Insurance & Risk Management

56. Askar Investments Ltd Mr. Kellen Kayonga Mineral Exploration/Tantalite

57. Multilines International U Ltd Mr. Gerald Mukyenga Clearing and Forwarding

58. Astor Finance Plc Ltd Mr. Gordon Sentiba Micro-Leasing and Financial Services

59. NPK resources ltd Mr. Nathan Wanda Mineral Consultancy 

60. Oli gold muruli ltd Mr. John Muruli Gold Exploration

61. Oryx minerals ltd Mr. Garvin Conway Mineral Exploration

62. Ogas Solutions Mr. Patrick Danaux Recruitment and Training

63. Pricewaterhouse Coopers Limited Mr. Francis Kamulegeya Auditing, Tax and Advisory Services

64. Richflo Lift services Mr. Richard Magezi Lift Services

65. SAIPEM Mr. Henry Magoba Oil and Gas Services

66. Salini Costruttori SPA Mr. Sergio Pelosini Construction

67. Bollore Africa Logistics Mr. Nancy Kiconco Logistics Service Provider

68. Seafast Holdings U Ltd Mr. Michael Majeed Logistics Service Provider

69. Semliki Rift Rrading Co Mr. Patrick Van Pee Lift Services& Ferries

70. Sino Minerals Investments Co. Ltd Ms. Sarah Namara Mineral Exploration

71. Specialized Welding Services Mr. Sameer Vyas Welding Services

72. Spedag Interfreight U Ltd Mr. Dilip Bhandari Logistics Service Provider

73. Strategic Logistics Mr. Paul Sherwen Logistics 

74. Tamoil East Africa Ltd Mr. Gamal Bouargob Market &Sale of Crude Oil Products

75. Threeways shipping Mr. Jeff Baitwa Logistics Service Provider

76. Toyota U Ltd Mr. Dino Romano Bianchi Car Dealers

77. Transeast (U) Ltd Ms. Sheila H. Graig           Transporting

78. Uganda Insurers Association Mr. Faith Ekudu Insurance

79. Union Logistics Mr. Hitesh Shan Clearing and Forwarding

80. Victoria Equipment Ltd Mr. Peter Sekandi General Machinery

81. Victoria Motors Limited Mr. Dickson Mwesigwa Car Dealers

82. Woodmore Energy Consultancy Ltd Mr. David Kayemba Oil & Gas Downstream

83. British High Commission Mr. Eric Olanya Diplomatic Mission

84. Mining, Minerals & Metals Ltd Mr. Nari Patel Mining

85. Sterling Global Operations, Inc Mr. Nobert F. Rugunda Critical Mission Support & Site Restoration Services
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86. Let’s Go Travel Mrs. Joan Kantu Else Tours & Travel

87. Achelis Uganda Ltd Mr. Hans Georg Hinterberger Equipment Sale & Rental

88. Africa Ecoinvest Dr. Abdullahi Hajji Mining & Energy

89. Pearl Engineering Company Limited Mr. Gumisiriza Birantana Construction

90. Enviroserv U Ltd Ms. Jennifer Bangirana Waste Management

91. Goldstar Insurance Co. Ltd Mr. Paul Kavuma Insurance

92. UAP Insurance Uganda Ltd Mr. Paul Muhame Insurance

93. Unifreight Cargo Handling Ms. Jennifer Mwijukye Cargo Handling

94. First Mining Company Ltd Mr. Dorde Grujic Mining

95. The Mineral Group Co. Ltd Mr. Barnabas Taremwa B Mining

96. Gras Savoye Uganda Insurance Brokers Ltd Mr. Ronnie Musoke Insurance

97. Sipa Exploration Uganda Ltd Ms. Natasha Venus Mining

98. Sheraton Kampala Hotel Mr. Ian Duncan Hospitality

99. Beta Projects Ltd Mr. Nelson Mugenyi Procurement & Consulting

100. ADT Africa Explorational Drilling Services Mr. Ben Vietnieks Exploration Drilling Services

101. Tower Resources plc Mr. Rashid Mugabe Oil & Gas Exploration and Production 

102. Aerophoto Systems Engineering Co. Mr.  Nalukoola Muwanga
Airborne Geospatial Data Acquisition, Aerial 
Photography, Surveying, Mapping

103. East African Gold Hon. Richard Kaijuka Mineral Exploration

104. Megha Minerals Mr. Sikander Meghani Mineral Exploration

105. Capital Law Partners Mr. Ronald Asiimwe Mitegyeko Law Firm

106. Mineral Services Ltd Mr. Edward Kabuchu
Construction, Warehousing, Camp Building, Motor 
Vehicle Support

107. Kenfreight Mr. Amos Dwoka Freight Services

108. Velosi Corporate Services Mr. Willie Rankin Asset Integrity Management

109. CFAO Motors Uganda Limited Ms. Tammy Hein Car Dealers

110. Simba Mines and Mineral Resources Ltd Mr. Jonny Sasirwe Mining

111. Mantrac Uganda Ltd Mr. Walid Hassan Caterpillar Products

112. Tororo Cement Limited Mr. Gagrani B. M Cement Manufacturers

113. Beta  Minerals Ltd Ms. Jennifer Hinton Mineral Exploration

114. TransAfrica Assurance Company Ltd Mr. Madhav Kumar Insurance

115. Ligomarc Advocates Mr. Joshua Ogwal Law Firm

116. Traminco U Ltd Mr. David K Kawooya Roads, Mining, Consulting, Construction, Earthmoving

117. Quantum Express Logistics Mr. George Odeke Freight Forwarding Logistics Services

118. Nangwala, Rezida, & Co. Advocates Mr. Nangwala James Law Firm

119. Niletrac Uganda Ltd Mr. Mark Davidson Dealers in plant & machinery

Chamber Individual Members
Name Specialty

120.  Mr. Brian Kaggwa Lawyer

121.  Mr. David Kyagulanyi Mineral Consultant

122. Mr. Joshua Tuhumwire Mining

123. Mr. Malkit Singh Saini Construction

124. Mr. Minaz Karmali Businessman

125. Mr. Rajesh Dewani Construction

126. Harald Van Aubel Fabrication
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Chamber Members’ Categories

                                                                                                                   www.ucmp.ug 

ABOUT UCMP 

Uganda Chamber of Mines and Petroleum (the Chamber) is a not-for-profit, non-governmental 

umbrella body representing all aspects of the mining and petroleum sectors in Uganda. It was 

officially launched by H.E The President of the Republic of Uganda Yoweri Kaguta Museveni 

together with the South African President H.E Jacob Zuma on 25 March, 2010. 

The Mission of the Chamber is, to promote, through the collective action of its members, the 

growth and development of Uganda's mining and petroleum industries, for the benefit of all 

Ugandans and investors.  

The primary function of the Chamber is to efficiently promote, encourage, protect and foster 

responsible exploration in the growing mining and petroleum sectors of Uganda to benefit the 

country and all stakeholders. Other functions include among others; 

 Representation of crucial mining and petroleum industry issues to the Government and 

other relevant bodies on behalf of members. 

 Dissemination of information about the mining and petroleum industry developments 

through the Chamber quarterly magazine. 

 Promoting networking of members. 

The Chamber acts as a coordinating and facilitating centre for information and administrative 

support to prospective and current investors interested in exploiting the exciting opportunities in 

the mining and petroleum sectors of Uganda.   

For more information please contact: Uganda Chamber of Mines and Petroleum 

3rd Floor Block A, Amber House Plot 29/33, Kampala Road, Tel: +256 312 516 695, 
info@ucmp.ug, www.ucmp.ug 
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APPLICATION FORM FOR MEMBERSHIP 

  

To: The Executive Secretary, 

 Uganda Chamber of Mines and Petroleum 

 P.O. Box 71797 Kampala 

 E-mail: info@ucmp.ug 

 

I hereby apply for membership of the Uganda Chamber of Mines and Petroleum 

Company/Organization…………………………………………………………………….. 

Address:…………………………………………………………………………………….

……………………………………………………………………………………………… 

Telephone…………………………………………………………………………………... 

Contact person: ……………………………………………………………………………. 

Position……………………………………………..Telephone…………………………… 

E-mail: ……………………………………………………………………………………... 

Please provide a brief description of your company/investment, its size and its activities. 

Description.............................................................................................................................

................................................................................................................................................

................................................................................................................................................

................................................................................................................................................

................................................................................................................................................ 

 

Signature of Applicant: …………………………….…….… Date: ……………………… 

 

Your application will be considered by the Governing Council as soon as possible. 

 

                                                                                                              

                                                                  

3rd Floor, Amber House 
Plot 29/33 Kampala Road 
P. O. Box 71797 Kampala 
info@ucmp.ug 
www.ucmp.ug 
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