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 Competition crunch
 African states are coming under pressure to tweak their fiscal regimes 

as companies take stock of the new price environment. 

 UK financing
 Support for African projects remains strong in the UK, even while 

Nigerian banking capacity grows. 

 Half time
 OER intends to reach 100,000 boepd of production in five years’ time, 

with its acquisition of ConocoPhillips’ Nigerian assets taking it halfway. 

 Atlantic margins
 Chariot has acquired assets across West Africa. It must now sign up 

well-funded partners to share the exploration risk. 
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African opportunities continue to hold 

tantalising promise but some poor 

exploration results, the depressed oil 

price and the ever-present above-ground 

risk have cast a pall over the sector's 

outlook. The continent will bounce back, 

as prices rise and some overlooked 

frontier emerges, just as Uganda did in 

2006, Ghana in 2007 and Mozambique 

and Tanzania in 2010-11.  

The oil price fall, driven by over-

supply and slowing demand, was 

cemented after the OPEC meeting in late 

November at which the group opted to 

maintain production, securing market 

share over price. There has been much 

debate about why the producer group 

took its stance and there are a number of 

reasons, which can only really be 

guessed at, given the competing interests 

and outlooks. It is only OPEC's core 

members that have the capacity to make 

real cuts – the four Middle Eastern states 

led by Saudi Arabia have the cash 

reserves to ride out lower prices or 

reduce production to meet strategic 

needs. The group’s African members, on 

the other hand, will face increasing 

hardships on low prices and will likely 

agitate for production cuts. However, 

material defence of prices can 

only really come from the Middle 

Eastern states.  

The oil price crash has already 

scotched one deal, Dragon Oil's 

planned acquisition of North 

Africa-focused Petroceltic, and 

spending across the board has 

also been reduced. Some of this 

was inevitable and baked in 

before the OPEC meeting, but the 

speed of the fall following those 

discussions in Vienna has caused some 

panic throughout the industry.  

BP, for instance, in mid-December said 

cuts of US$1-2 billion from planned 

spending in 2015 would be re-examined 

in light of low prices. Smaller 

companies, though, are likely to feel 

more of a squeeze.  

Tullow Oil, for instance, has already 

announced a shift to a more conservative 

business model. The company will pull 

back from the expensive deepwater work 

that has been somewhat disappointing of 

late, focusing instead on its development 

work at Ghana’s TEN project. Tullow’s 

exploration will continue but in less 

technically demanding locales, such as 

onshore and in the shallow water. The 

company has acknowledged that this will 

expose it to more “non-technical risk” 

but, given Tullow’s strong links around 

the continent, this should prove 

manageable.  

The oil and gas business has always 

been marked by cycles and this seems no 

different. How low prices may fall, and 

how long they may be down, is 

unknowable but demand will rise once 

more, driven in part by low prices, which 

will start the cycle back upward once 

more.  

There are always winners and losers 

from such shake-ups. Those companies 

that can live within their cash flow and 

continue with projects will be well 

placed to bid for services and acreage 

under better terms than during the more 

booming times. Those that are cash 

strapped or locked in to expensive 

commitments may not be looked on with 

quite so much favour, raising the 

prospects of opportunistic acquisitions. 

(See: Opportunities arising) 

Africa Oil Week was held as usual in 

Cape Town in early November, with 

companies from around the world 

coming together to talk, dine and set out 

their visions for the future. While the 

setting was lovely, there were some 

noticeably long faces, with much 

discussion of capital constraints.  

 

Competition and capital 

“Projects [in Africa] have to be more 

attractive than in other regions”, because 

of the above-ground risks associated with 

operations in the continent, Total’s vice 

president for the region, Guy Maurice, 

speaking at Africa Oil Week, in Cape 

Town, said.  

ExxonMobil’s fiscal regime 

consultant, Darryl Egbert, agreed, 

noting the rise of opportunities 

around the world, which are all 

competing for capital. “These new 

opportunities are colliding with a 

shortage of investment capital in 

the industry, which is facing 

downward pressure.”

INTRODUCTION 

Hard times 

Africa offers the frontier acreage into which companies are eager to pile when the going is 

good. In the present slowdown, life is looking harder 

By Ed Reed 

 Spending cuts and squeezes appear to be the order of the day 

 African projects already pose an added risk discount 

 Exploration misses have hit sentiment, although with prices coming down appetite may return 
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Oil was discovered in Uganda’s 

landlocked west in 2006 and plans are 

under way to begin production and 

exports, backed by Tullow Oil, CNOOC 

Ltd and Total. NewsBase caught up with 

Ugandan Minister of Energy and Mineral 

Development Irene Muloni in Cape 

Town to find out more about progress in 

the hydrocarbon sector and how this ties 

into Kampala’s broader hopes.  

Oil revenues “would help us, as a 

country, to transform the economy, 

transform the livelihoods of our people. 

Being an agricultural country, we want 

those revenues to be ploughed back into 

modernising agriculture, so that the 

household incomes for our people are 

improved. We want to use those revenues 

to develop infrastructure, roads, railway, 

schools and hospitals. We can build a 

foundation for all Ugandans to build on,” 

Muloni said.  

Development of oil will take three 

paths, the minister said. The first is for 

the crude to be used as 

feedstock for a refinery, the 

second will be via exports to 

the international market, while 

the third is burning oil for 

power generation.  

 

Infrastructure 

Perhaps the most important 

aspect, in terms of providing 

tangible benefits to the people 

of Uganda, is in the 

development of a refinery. 

The planned plant will process 

crude from the Lake Albert 

development, allowing it to reduce 

expensive imports.  

That Uganda is landlocked puts the 

country’s market at a further remove, 

making it reliant on fuel supplies via 

Kenya. “We import all petroleum 

products. One way for this resource to 

add value, so that we can maximise the 

benefits, is to meet our own energy needs 

as a country – and as a region.”  

The oil discoveries in Lake Albert, and 

the resulting refinery, will be able to 

meet Uganda’s needs but Muloni noted 

the importance of such a plant to the 

wider East African community. “We 

have been having bi-monthly summits at 

the highest level,” she said, involving the 

presidents of neighbouring countries. 

“Burundi, Rwanda, Kenya and Uganda 

have already expressed interest in [taking 

stakes] in the refinery, while Tanzania 

has asked for more information.” 

A 40% stake in the plant will be held 

by these state interests, with Uganda 

ready to take up any equity that may not 

be wanted by neighbouring states. “The 

partner states have agreed to participate 

in shared ownership [of the refinery]. So 

the private investor will take a 60% 

share, while the remaining 40% is shared 

amongst the East African partner states.” 

Uganda is in the final stages of 

selecting a company to hold the 60% 

stake, and build the plant. “Hopefully 

before this year ends we will have 

determined the leading investor. There 

are two finalists in the leading investor 

effort. We have a consortium led by 

South Korea’s SK Energy and a 

consortium led by Russia’s RT Global 

Resources.” 

Once a builder-owner is chosen, the 

plant will be built in two phases. The first 

stage involves capacity of 30,000 barrel 

per day and the second stage will take 

total throughput to 60,000 bpd. “If we 

determine the investor at the end of this 

year, we expect it will take three years, 

so we are looking at the end of 

2017, flowing into 2018.” 

The second string of 

Uganda’s development plan is 

for the pipeline to the Kenyan 

coast. “We are making 

progress on the export 

pipeline. Toyota Tsusho of 

Japan is to start its study in 

November and it hopes to take 

20 weeks to prepare, so by 

next year, in April, we ought 

to know the best route for the 

export pipeline and how it 

should be structured.” 

POLICY 

Uganda and its energy future 

Uganda’s oil industry is opening up, with production licences and infrastructure decisions 

coming soon 

By Ed Reed 

 Uganda has talked up a three-pronged path for benefiting from its oil 

 Local content will play a role in spreading the benefits of the oil industry 

 A licence round is taking shape, with PEPD drawing some conclusions on prospectivity 
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