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Company Operations

Maintaining a reliable energy source for
Tanzania during global supply challenges
Introduction

COVID-19

It is reasonable to say that 2020, and in
particular the first half of the year, was a
challenging time for the Company in Tanzania.
Extraordinarily heavy and protracted rains,
normally seen in March and April, commenced
before the year began and lasted until well into
the middle of the year.

Despite the national stance on COVID-19, the
Company immediately recognized the potential
impact any form of sustained virus could have
on its workforce and subsequently on our
ability to operate and produce gas. As such,
we immediately established robust protective
measures, particularly for staff working at the
operational site on Songo Songo Island.

Gas production was affected dramatically as
the nation quite rightly prioritized hydropower
generation over gas fired generation, with
average daily hydro generation reaching
379MW for the first five months, compared to
only 297MW for the same period in 2019, the
difference being the equivalent of around 16-20
MMcfd of gas production. The Tanzania Electric
Supply Company managed their hydro resources
very effectively, sustaining their surpluses
through the year, resulting in an average daily
hydropower generation for the year of 356MW,
versus only 277MW for 2019.
The resultant impact on the Company was
clear, although a sizeable portion of the reduced
production was absorbed by reduced production
of Protected Gas (“PG”), for which the Company
does not receive revenues. PG production for
the year averaged 33.4MMcfd, while in 2019 it
averaged 40MMcfd. Nonetheless, production
numbers were down for the year and were further
exacerbated by the impact of COVID-19. Tanzania
took a very strong stance towards the pandemic,
and consequently, most businesses continued to
operate, and the service industry, while impacted
by global travel restrictions, remained open.
Unfortunately, the contrary stance adopted by
many of the world’s nations meant international
trade, imports and exports suffered in the country
and the demand for services declined. This led
to a further decline in industrial activity and
subsequent gas demand. Ultimately, however,
while gas production and sales for the year were
not as strong as the previous year, the Company
ended the year with sales returning close to
anticipated levels.
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Initially, without testing facilities being readily
available, the Company relied on rigidly enforced
personal hygiene and protective measures, social
distancing and compulsory quarantine for 14-days
for anyone returning to work or visiting the island.
All unessential travel to and from the island was
stopped immediately and a new isolation camp
was constructed to house anyone showing signs
of COVID-19 while on the island.
The Company’s staff, who face many weeks
away from their families through the year,
were asked to face two additional weeks in
hotel-based quarantine during each of their six
annual rotations. Each and every member of
staff accepted the situation willingly, unselfishly
recognizing the importance of the natural gas we
produce in underpinning Tanzania’s economy.
Clearly the measures undertaken made some
projects more challenging and forced the
Company to rethink its priorities. Several projects
were deferred, including the workovers of three
onshore wells, and all non-essential maintenance
tasks were delayed whenever a consultant or
service company was unwilling to travel or
adhere to our defensive posture to combat
COVID-19. Despite this, the Company ensured
production remained on-stream throughout
the year, uninterrupted for all except essential
maintenance.
At the Company’s headquarters in Dar es Salaam
the Company took different but equally protective
measures. Initially the Company moved to a
50:50 rotation of staff working from the office
or working from home, to ensure essential
support remained available to the operational site,
while reducing the interaction of staff and the
requirement for some staff to use public transport.

Eventually, however, having introduced additional
IT enablers, the Company moved to a 100%
working from home policy; where staff had
to attend the office they were provided with
sanitized Company transport to and from home if
their only viable alternative was public transport
systems. It is testament to the dedication of the
staff that the company was able to continue
its operations upstream and downstream,
uninterrupted and without a single member
of staff being identified with COVID-19, or any
member of staff taking prolonged sick leave
as a consequence of unidentified illness.
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2020 saw the Company adopt a formal
internship program, offering up to five places
per annum to carefully selected Tanzanians
with particular potential and relevant talent
and interest.

Peter Sololo
Operations Manager

Of the four selected in 2020, the Company
placed an environmentalist, a marketeer and two
technical staff. Three of the four interns were
female. Particular focus of the intern program was
to ensure that not only did the interns gain direct
and relevant experience of the only true upstream
to downstream International Oil Company (“IOC”)
operating in Tanzania, but that they were able to
add genuine value to the Company during their
year with us.

This year, there were once again very few
departures, although a landmark was achieved
when the Company appointed its first ever
Tanzanian Operations Manager. Taking over
from a line of experienced expatriates, Peter
Sololo quickly demonstrated that the Company
had made the right decision in putting its faith in
local talent. Peter joined the Company in 2012
as a field operator having graduated from the
University of Dar es Salaam with a BSc
in Chemical and Process Engineering.

The program is considered to be widely successful
with very positive feedback from the interns, and
all managers or mentors requesting extensions of
the program; this will be examined in 2021 against
the overall staff budget.

He was soon talent spotted and promoted to
trainee engineer supporting well services, before
becoming the Company’s well services engineer.
Finally, before his promotion to Operations
Manager, his talent, work ethic and capacity to
manage complex projects saw him appointed to
Projects Engineer providing on site and officebased oversight to all upstream operational tasks.

In this Company I feel honored and
appreciated from top management.
It gives me the assurance that if you
work hard and you are devoted to
your work you will get the recognition
that you deserve.
Peter Sololo
Operations Manager
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The Company in Tanzania sees very limited staff
turnover, and generally staff only tend to leave
the Company through succession planning.

Peter becomes the latest Tanzanian manager
within the Tanzanian Company, and sees the
Company complete its succession planning from
a broad expatriate management organization to
one that is, with the exception of the Managing
Director, entirely found on Tanzanians. That
the majority of our Tanzanian managers have
been trained and promoted from roles within
the Company demonstrates the Companies
commitment to Local Content and a ‘Tanzania
First’ approach.

Management’s Discussion & Analysis

Interns

Our workforce
Case Study
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Our Workforce
Case Study
Rehema Shija
Compliance and Local Content Manager
Rehema was recruited into a brand new role
within PanAfrican Energy Tanzania Limted
(“PAET”) following the introduction of strict
Local Content Regulations in the country,
followed by increased regulation in the
upstream and downstream sectors.
With a strong background in law, Rehema is
responsible for remaining conversant with the
breadth of new laws and regulations introduced
and ensuring the Company remains compliant.
Rehema was very much responsible for developing
her role herself and she quickly became one of the
key managers within the Company. Not only is she
required to operate across every department in
the Company, she must understand in detail their
roles, risks, decisions and limitations.
Rehema also spends a great deal of time
managing the many and varied reporting
requirements of PURA and EWURA. The role she
has filled and subsequently developed requires
someone with exceptional communication skills,
an eye for detail, patience and the ability to get
people to meet tight deadlines that may not
always correlate with their own priorities. The
role of Compliance and Local Content Manager
is relatively new, but one that the Company
depends upon greatly.

I liaise with other departments on
procedures, supporting management
by advising what to do and when.
Rehema Shija
Compliance and Local Content Manager
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When did you join the Company
I joined the Company three years ago in
December 2017.

Why did you want to get into local content
and compliance?
When I joined PETROBRAS, I was a junior legal
officer with little work experience in this sector
having come from the mining industry. I realized
the legal framework within the oil and gas
industry was relatively new and under developed.
I found the compliance element of this job really
interesting, no one knew at this stage what was
to be done, and we built everything from scratch,
local content was a new concept. At this point, I
knew then that this was what I wanted to do.
What made you join PAET above any other
company?
The role looked really interesting, everything
PAET was looking for was what I felt that I could
do, it was like PAET was looking for me. I didn’t
know a great deal about the Company then,
other than a little bit of information about the
Songo Songo project that I had heard over the
news. When I saw the job advertised it really
spoke to me. I interviewed and received an offer,
unfortunately I was unable to join. Four months
later, I found out the position was still vacant
and here I am over three years later growing
and thriving in the position.

Do you feel you add value to the Company?
If so, how?
I do. It is the knowledge that I bring to the table. I
advise management, and they make the decisions,
it really adds great value to me, my role and the
Company. When I joined the Company three
years ago, local compliance was a foreign concept.
Everyone within the Company now understands
the significance of it. We discuss the principles of
compliance and the importance of procedures and
having the correct documentation on a daily basis.
What do you enjoy most about your role?
I enjoy my role and feel supported within it.
When I first joined, a number of my colleagues
didn’t always understand the need for the role
which meant it could be a challenge to get the
necessary information. However, after a short
period of time this changed significantly and my
colleagues, even during the planning stage of
whatever project they are undertaking consider
local content, they offer information and ask for
advice. When it comes to reporting, it’s far easier
because I have the correct information. This has
made my role enjoyable, I must say. I also enjoy
opportunities that the Company opens up for
growth. I don’t remember a time I have asked
to attend a course or seminar for my personal
growth and been denied. The training, workshops
and seminars really give me as a professional
a chance for growth.

How do you as a female leader feel you are seen
within the Company?
I feel that I get support and respect within the
Company, this is particularly apparent from other
managers. At times, some junior members of the
team may not quite understand my role and the
importance of the information they hold and
which I need. That is improving and it is part of
my job to ensure they do understand this. I also
feel valued as I take part in all key management
meetings, I am listened to, contribute and very
much feel part of the team. It feels rewarding
in that respect, particularly when I influence
discussions and decision.
What other life matters compete for your time
and how do you manage that?
Mainly family, like many other women at my
age young families and small children can be
a challenge when working full time. However,
PAET has always been a supportive and flexible
employer which has enabled me to have the work
life balance needed to support both areas. I don’t
remember a single time when I’ve needed to take
time off and couldn’t.
Where do you see yourself in 5-years time?
I want to become someone with vast expertise
in local content and compliance in the oil and
gas sector. When someone is talking about local
content and compliance, my name should come
up. I would eventually like to have a more senior
role within the organization, if that opportunity
arises. I have worked with amazing managers
and directors and certainly a lot of what I have
learned I would like to take to a senior role.
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Where did you work and what is your work
experience before PAET?
Just before I joined PAET, I was employed by
UN-ILO for a short period of time. Prior to this,
I worked for an oil and gas exploration company
for five years called PETROBRAS, this is where
I developed my understanding and passion for
compliance.

What are the daily activities you get involved
with?
My main activity involves report writing, ensuring
I get and distribute the right information. As a
compliance officer, the most important task is
to get it right. I liaise with other departments
on procedures, supporting management on
advising what to do and when. I also attend daily
operational meetings to make sure I understand
all elements of what is being done, that way I can
support the team more efficiently.

Management’s Discussion & Analysis

Q&A with Rehema Shija
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Upstream operations
Through the year the Company has undertaken
a range of projects to sustain and where
possible increase production potential from the
existing producing well stock.
Despite inevitable delays in their execution
due to reduced shipping options or availability
of technical experts, the team completed the
decoupling of SS-10 and SS-11 wells from SS-4
and SS-3 wells respectively. The wells shared a 4”
flowline, tied into the Songas processing plant on
SSI, reducing their combined production potential.
Following some internal modeling, a decision was
taken in 2019 to decouple the wells and install
dedicated 6” flowlines to SS-10 and SS-11, directly
to the Songas plant. The project was all but
completed by the middle of the year, but the final
tie-in to the plant required a total plant shutdown.
A decision was taken therefore to complete the
works alongside planned works to replace an
Emergency Shut Down valve on the plant, which
was completed in Q1 2021, unlocking a further
10 MMcfd in production potential subject to
reservoir pressure decline.
Recognizing the increasing likelihood that major
new demand is likely to come via the state owned
NNGI, the Company also tied in SS-10 well to
the NNGI plant adjacent to the Songas plant on
SSI. This completed plans to tie-in three wells
(SS-11, SS-12 and now SS-10) to the plant, with
production potential of around 120 MMcfd, but
equally importantly allowing two of the three
wells (SS-10 and SS-11) to flow to both plants
simultaneously. Subject to ongoing approvals
from the Tanzania Petroleum Development
Corporation (TPDC), the project has provided
the Company with significant redundancy in
processing capacity, and enhanced flexibility in
delivery to end users. The project as a whole has
made gas delivery and sustainability of power
generation in Tanzania considerably more robust.
2020 also saw the Company complete the delayed
testing and acceptance of the refrigeration
project installed in the Songas processing facility.
COVID-19 and the delivery of a replacement
motor delayed the process until September of the
year. However, the system was operational prior
to this and has been fundamental in sustaining
gas production throughout. When performance
testing was finally conducted, the system met
performance criteria.
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Gas engines ready for assembly in China.
The delay to the acceptance testing of the
refrigeration project saw it overlap phase two
(Compression) of the overall project to sustain gas
production as reservoir pressures decline with
production. Having selected and been approved
to employ the China Petroleum Technology
Development Corporation (“CPTDC”) in 2019,
the first half of the year saw them undertake Basis
of Design (“BOD”) and Front End Engineering
Design (“FEED”) verification work, for which,
alongside the commencement of Detailed
Engineering, the Company entered a Letter of
Intent (LOI) with CPTDC and paid an advance
of $5.7 million.
There followed several months of challenging
negotiations, conducted entirely remotely, across
three different languages and eight time zones,
to establish a lump sum turnkey agreement for
a total of $38 million, including the advanced
payment under the LOI. Following BOD and FEED
verification, a gas-engine driven reciprocating
compressor package was considered most suitable
for the operating conditions and requirements
on SSI. By the end of the year CPTDC had largely
completed detailed engineering and fabrication or
assembly of some machinery in China. They also
commenced mobilization of personnel and assets to
SSI. The project is expected to be completed by the
end of Q2-2022 subject to further complications

from the global pandemic.
Despite the global pandemic, the Company was
also able to successfully complete annual calliper
logging of the SS-10 well, alongside gauge pulling
from all producing wells. As expected, the calliper
logging indicated further corrosion in the SS-10
well necessitating its firm workover in 2021. The
works also indicated further change in reservoir
pressure leading to expansion of sub-surface
studies as discussed elsewhere in this report.
Following the completion of the aforementioned
studies towards the end of the year, the Company
was able to develop its planning for the
rehabilitation of the three onshore wells
(SS-10, SS-3 and SS-4), with a view to conducting
the work in 2021. The Company has received all
necessary approvals for the recompletion of
SS-10 which we intend to carry out in Q3-2021
and are in discussions with our partners for the
further recompletion of SS-3 and the side-track
of SS-4. Should the Company receive such
approvals we expect to conduct those works
contiguously with SS-10.
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Case Study
Tanzania Breweries Limited

Financial Statements

Tanzania Breweries Limited (“TBL”) is the oldest
and largest company engaged in the production,
distribution and sale of malt beer, non-alcoholic
malt beverages and alcoholic fruit beverages in
Tanzania.
The Company manufactures locally revered
brands such as Kilimanjaro lager, Castle Light,
Ndovu, and Safari beer and water. Its products
are generally contained in the bottles produced
by one of PAET’s other and oldest customers,
indicative of the impact the Company’s operations
have across Tanzanian industry
TBL switched to natural gas in September 2004.
They use natural gas for steam generation from
their boilers. From September 2004, TBL has
enjoyed consistent production, with its produce in
very high demand across the country. One of TBL’s
energy and fluids utilities specialists stated,
“We are running with 98% natural gas and 2%
Biogas generated from Anaerobic Process during
wastewater treatment”.
Before switching to natural gas, TBL’s source
of energy for Boiler firing was Heavy Fuel Oil
(“HFO”). They still use it today, but only in the
rarest of emergency situations. The utilities
specialist was quoted as saying,
“HFO is used only in absence of natural gas which
is not happening frequently. For the past three
years we have only experienced one natural
gas unplanned shutdown. This was due to a
pipe leaking at Buguruni following damage by
a construction company.”

Receiving a reliable supply of
natural gas, that is produced in an
environmentally sustainable manner
is very important to us.
Prima Peter
Utilities Manager
Tanzania Breweries Limited

He went on to say,
‘’Natural gas is very reliable to us, environmentally
friendly and it is burning with less damage to the
environment. Also, we are using less natural gas
compared to HFO as gas burns at a much higher
temperature.”
Looking to the future, he talked of plans to extend
their use of gas, saying,
“We intend to extend natural gas usage to our
canteen area which is currently being served by
LPG. We will switch to natural gas as it is cheaper
and delivered more reliably.”
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Production
As previously stated, production through 2020
was significantly undermined by high hydropower
generation and the onset of COVID-19 limiting
industrial activity and power demand in the
country. Graph 1 shows the impact of the
protracted rains experienced in the first half of the
year, that allowed TANESCO to sustain high hydro
production throughout the year, compared to
hydropower production through 2019.
Graph 2 shows the concomitant impact on
Songo Songo gas fired power production through
the same period, while Graph 3 shows the
combined relative production where it can
be seen that in 2020 hydropower generation
was dominant from the beginning of the year
until August.
Understandably, COVID-19 invoked considerable
uncertainty in the business community in Dar es
Salaam and wider Tanzania, which led to delay
or cancellation of a range of expansion projects
amongst our existing industrial customers, and
hesitation amongst some new customers the
Company had hoped to contract with in 2020.
As a consequence, industrial sales largely
stagnated through the year. The graph below,
which includes sales to the Tanzania Portland
Cement Company at Wazo Hill, shows that
despite the nervousness, and despite a significant
dip in February when COVID-19 was new and the
impact unknown, the nation’s decision to remain
open for business led to improved sales in the
first half of 2020 over 2019. Unfortunately, the
final quarter of the year saw something of
a downturn in demand which resulted in a year
on year drop in industrial gas consumption
of 0.06 MMcfd in 2020.

Graph 1: Relative hydropower production 2019/20
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Graph 3: Relative hydro/SSI gas fired production 2019/20
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Graph 2: Relative gas fired power generation 2019/20
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The Company also remained very active in
progressing downstream operations through
the year, including the connection of new
customers, replacement of cathodic protection
and a significant amount of pipeline/ring main
relocation to make way for ongoing national
strategic projects such as the Standard Gauge
Railway and Rapid Bus Transportation system.
Work was conducted alongside some significant
adjustments to meet new regulations, including
the establishment of a Customer Services
Charter, decommissioning planning and
distribution development plans, required
by the Regulator.
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Industrial Sales 2019/20
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Despite the lack of growth in sales in 2020, the
Company continued to negotiate a range of new
contracts with various potential customers while
supporting our existing customers promptly and
professionally whenever required.
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In 2020, recognizing gas demand was unlikely to
increase in the way the Company had anticipated,
the Company proposed a temporary change in
the terms of the Long-term Gas Sales Agreement
(“LTGSA”) signed with TPDC, allowing TPDC
flexibility in the maximum daily quantities
(“MDQ”) they can consume under the agreement,
whilst suspending penalties applied under the
agreement’s Take or Pay provisions should the
demand decline. This arrangement, subject to
review after 12-months, saw TPDC start to
utilize gas from Songo Songo during periods of
peak demand or shortfall from other suppliers. It
allowed monthly average sales to increase and saw
gas production through the NNGI temporarily peak
at over 50 MMcfd in November.

Summary
Overall, in the context of the global health
pandemic and the unprecedented rainfalls in
Tanzania in 2020, the Company considers the year
to have been successful. The firm stance taken
by the nation towards COVID-19 undoubtedly
allowed businesses to continue operating when
many other nations did not.
This, alongside an effective protective posture
adopted by the Company to ensure operations
could continue unaffected, resulted in only limited
decline in overall gas sales, some of which was
absorbed by the decline in PG production.
In delivering success in 2020, the Company
continued to work closely with its partners
and other government agencies, achieving
unprecedented levels of cooperation to maximize
infrastructure availability and build genuine
redundancy into the nation’s gas deliverability.
The Company was also been able to progress a
number of strategically critical projects and plans
and has used the year to conduct a thorough
review of the Songo Songo gas reservoir to
further inform future plans.
The dedication and professionalism shown by the
Company’s staff, particularly at its operational
sites in Tanzania has been remarkable and
demonstrated the importance of the value
we continue to place in our team.
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