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NAO VISION AND MISSION STATEMENT

Office of the Controller and Auditor General,

National Audit Office,

The United Republic of Tanzania

(Established under Article 143 of the Constitution of the URT)

The statutory duties and responsibilities of the Controller and Auditor General are given under
Article 143 of the Constitution of the United Republic of Tanzania and amplified in the Public
Audit Act of 2008.

Vision

To be a centre of excellence in public sector auditing.

Mission

To provide efficient audit services to enhance accountability and value for money in the
collection and use of public resources.

In providing quality services, NAO is guided by the following Core Values:

v' Objectivity: We are an impartial organization, offering services to our clients in an
objective, and unbiased manner;

v Excellence: We are professionals providing high quality audit services based on best
practices;

v Il}tlegrity: We observe and maintain high standards of ethical behaviour and the rule
of law;

v People focus: We focus on stakeholders’ needs by building a culture of good
customer care and having competent and motivated work force;

v' Innovation: We are a creative organization that constantly promotes a culture of
developing and accepting new ideas from inside and outside the organization; and

v' Best resource utilisation: We are an organisation that values and uses public
resources entrusted to it in efficient, economic and effective manner.

We do this by:-

Contributing to better stewardship of public funds by ensuring that our clients are
accountable for the resources entrusted to them;

Helping to improve the quality of public services by supporting innovation on the use
of public resources;

Providing technical advice to our clients on operational gaps in their operating
systems;

Systematically involve our clients in the audit process and audit cycles; and

Providing audit staff with adequate working tools and facilities that promote
independence.
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TANZANIA PETROLEUM DEVELOPMENT CORPORATION

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 30 JUNE 2017

The Directors submit their report together with consolidated and separate financial statements for the
year ended 30 June 2017, which disclose the state of affairs of Tanzania Petroleum Development
Corporation (the Corporation) and its subsidiaries — Gas Company Tanzania Limited and Commercial
Petroleum Company of Tanzania, (together, the “Group”) as at that date.

The Petroleum Act 2015 recognizes Tanzania Petroleum Development Corporation (TPDC) as the
National Oil Company of Tanzania (NOC) responsible for undertaking Tanzania’'s commercial aspects
of petroleum in the upstream, mid-stream and downstream operations.

INCORPORATION

The Corporation was established under the Public Corporations Act No.17 through the Government
Notice No.140 of 30 May 1969. In addition, the Petroleum Act, 2015, among other things, has mandated
TPDC to carry out specialized operations in the petroleum value chain using subsidiary companies.
TPDC has two subsidiary companies namely, the Gas Company Tanzania Limited (GASCO) and the
Commercial Petroleum Company of Tanzania (COPEC). GASCO and COPEC were established as
limited liability companies and their entire shares are held by TPDC.

VISION STATEMENT

To become a leading integrated national oil company competing nationally, regionally and globally
in an environmentally responsible manner for the benefit of all stakeholders.

MISSION STATEMENT

To participate and engage in the exploration, development, production and distribution of oil and gas
related services, facilitate a fair trading environment, safeguard the national supply of petroleum
products and natural gas, and at the same time develop quality and safety standards to protect people,
property and the environment.

PRINCIPAL ACTIVITIES

The Petroleum Act, 2015 among other things, mandates TPDC to perform the following functions:

Advising the Government on policy matters pertaining to petroleum industry;

Participating in petroleum reconnaissance, exploration and development projects;

Carrying out specialized operations in the petroleum value chain using subsidiary companies;

Handling the government’'s commercial participating interests in the petroleum sub-sector;

Managing the marketing of the country’s share of petroleum received in kind;

Developing in depth expertise in the petroleum industry;

Investigating and proposing new upstream, midstream and downstream ventures local and

international;

* Contracting, holding equity or participating in oil service and supply chain franchises and other
licences; and

* Performing any petroleum activities and related functions.



TANZANIA PETROLEUM DEVELOPMENT CORPORATION

REPORT OF THE DIRECTORS (CONTINUED)
GENERAL OUTLOOK

Significant progress has been made in the areas of exploration, development and production for oil and
gas. Sedimentary basins in Tanzania occupy a total area of 534,000 sqkm which is approximately 56%
of the total area of the United Republic of Tanzania. Active exploration blocks that have been licensed
for exploration and development occupy a total area of 54,764.5 sqkm, approximately 5.74% of the
total area of the United Republic of Tanzania.

One of the key roles of TPDC is to monitor and encourage license holders to execute their work
programmes in time. Optimization of the two gas fields at SongoSongo and Mnazi Bay is critical to
ensure the availability of enough natural gas for power generation, industrial and household uses which
are important elements for the general economic growth of the country.

Identification of feasible projects for further domestic utilization of gas resources from Mnazi Bay as
further appraisal and development is being carried on and the deep sea discoveries will provide a
challenge to the Corporation in a short term period. Commercialization through exports of liquefied
natural gas (LNG) will form one of the main market segments.

The key to success of the Corporation’s endeavours rests on human resource development. Significant
emphasis has been directed into resource development, along with the establishment of an institutional
set up suitable for the ongoing proliferation of the Corporation’s activities and the new strategic
direction. The development of projects leading to domestic utilization of gas, power generation, and
use in vehicles will create significant savings in foreign exchange and at the same time protect our
environment by reducing carbon foot prints and deforestation. Developments of natural gas projects
will pave way for the petrochemicals and fertilizer industries leading to significant multiplier effects to
the general economy.

COMPOSITION OF THE BOARD OF DIRECTORS

The Directors of the Corporation at the date of this report, and who have served since 1 July 2016 are:

Name Position Discipline Nationality Appointed/ Date appointed/
Suspended Suspended

Prof. Sufian H. Bukurura Chairman Legal academician/ Tanzanian Appointed 30 May 2016
Researcher

Hon. (Rtd) Judge Vice Lawyer Tanzanian Appointed 30 May 2016

Josephat Mackanja Chairman

Ambassador Dr.Ben Director ~ Administrator/ Tanzanian Appointed 30 May 2016

Mosses , Diplomat

Prof. Abiud Kaswamila Director  Land use planner/ Tanzanian Appointed 30 May 2016
environmentalist

Prof. Hussein Sosovele Director  Environmentalist  Tanzanian Appointed 30 May 2016

Ms. Mwanamani Kidaya Director  Geologist Tanzanian Appointed 30 May 2016

Dr. Shufaa Albeity Director ~ Accountant Tanzanian Appointed 30 May 2016

Dr. James P. Mataragio* Secretary Geophysicist Tanzanian Suspended 26 Aug 2016

Eng. Kapuulya Musomba Ex-officio  Engineer Tanzanian Appointed 26 Aug 2016

member
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TANZANIA PETROLEUM DEVELOPMENT CORPORATION
REPORT OF THE DIRECTORS (CONTINUED)

COMPOSITION OF THE BOARD OF DIRECTORS (CONTINUED)
*Dr. James P Mataragio was the former Managing Director and secretary of the board of directors.

Directors’ remuneration

The Directors’ remuneration for services rendered as directors of the Corporation for the year was TZS.
15,000,000 for the Board Chairman and TZS 13,000,000 for an ordinary Board Member both paid as
Directors fee per annum for each Director.

CORPORATE GOVERNANCE

The Board consists of eight (8) Directors. The Managing Director holds an executive position in the
Corporation. The Board takes overall responsibility for the Corporation, including responsibility for
identifying key risk areas, considering and monitoring investment decisions, considering significant
financial matters, and reviewing the performance of management business plans and budgets. The
Board is also responsible for ensuring that a comprehensive system of internal control policies and
procedures is operative, and for compliance with sound corporate governance principles.

The Board delegates the day-to-day management of the business to the Managing Director assisted
by senior management team. Senior Management members are invited to attend Board meetings. They
facilitate effective control of all the Corporation’s operational activities, acting as a medium of
communication and coordination between various business units. The Corporation is committed to the
principles of effective corporate governance. The directors also recognize the importance of integrity,
transparency and accountability.

The TPDC Board has two committees to ensure and uphold a high standard of corporate governance.
The members’ tenure of office for these committees runs concurrently with that of the Board of
Directors. The Committees report to the Board of Directors and are required to meet at least once in
every quarter. The two Board’'s committees are:

i.  Audit and Risk Management Committee, and
ii. Corporate Legal Affairs Committee

The Audit and Risk Management Committee is made up of five members, three from members of the
Board of Directors and two co-opted (independent) members. Among the two members of the
committee, one has financial background and the other one has technical operational expertise of
TPDC's activities.

The Corporate Legal Affairs Committee comprises of four members; three from the TPDC Board of
Directors and one co-opted member with a legal background. The Chairman of the Corporate Legal
Affairs Committee is a lawyer and a retired Judge.

During the year, members of the Committees were as follows:



TANZANIA PETROLEUM DEVELOPMENT CORPORATION

REPORT OF THE DIRECTORS (CONTINUED)
CORPORATE GOVERNANCE (CONTINUED)

a) Audit and Risk Management Committee

Name Position Discipline Nationality Appointed/ Date
Resigned Appointed/
Resigned

Dr. Shufaa Albeity Chairperson Accountant Tanzanian Appointed 3 Jun 2016
ini T i Appointed 3 Jun 2016

Amb. Dr. Ben Moses Member Alenlstrator/ anzanian ppainie un

Diplomatic

Prof. Hussein Sosovele Member  Environmentalist Tanzanian Appointed 3 Jun 2016

Prof. Shukrani Manya Member Geologist Tanzanian Appointed 22 Aug 2016

Dr. Balozi Morwa Member Economist Tanzanian Resigned 12 July 2017

Mr. Nicodemus Mallya  Member Accountant Tanzanian Appointed 12 July 2017

b) Corporate Legal Affairs Committee

Name Position Discipline Nationality Appointed/ Date
Resigned Appointed/
Resigned

Hon. Judge Josephat Chairman Rtd. Tanzanian Appointed 3 Jun 2016
Mackanja Judge/Lawyer

Prof. Abiud Kaswamila Member Land use planner/ Tanzanian Appointed 3 Jun 2016

Environmentalist

Mrs. Mwanamani Kidaya Member Geologist Tanzanian Appointed 3 Jun 2016
Mr. Said M Kalunde Member Lawyer Tanzanian Resigned 24 Feb 2017
Ms. Monica Otaru Member Lawyer Tanzanian Appointed 24 Feb 2017

During the year ended 30 June 2017, the Board of Directors had fourteen (14) meetings and sixteen
(16) committee meetings as tabulated in the table below:

SIN  Meeting Board of Corporate and Legal Audit and Risk
Directors Affairs Committee Management Committee
1. Ordinary meetings 3 4 4
2. Special meetings 11 6 4
14 10 8



TANZANIA PETROLEUM DEVELOPMENT CORPORATION

REPORT OF THE DIRECTORS (CONTINUED)
CAPITAL STRUCTURE

The Corporation capital structure for the year is as shown below.

SHARE CAPITAL 2017 2016
Tzs ’'m Tzs 'm

Authorised: Ordinary Shares

2,500 ordinary shares of Tzs. 1,000,000 each 2,500 2,500

Issued and fully paid:

2,208 ordinary shares of Tzs. 1,000,000 each 2,208 2,208

All the issued and fully paid shares are held by the Treasury Registrar on behalf of the Government of

the United Republic of Tanzania (URT)

EQUITY CONTRIBUTION FROM GOVERNMENT

2017 2016

Tzs ‘m Tzs ‘m

At start of year 184,139 194,013
Received during the year - -
Remittance to the government - (9,874)
At end of year 184,139 184,139

Equity contribution from Government represents net capital contributions received from the Government.

MANAGEMENT

Management of the Corporation is under the Managing Director and is organized in the following

directorates and units:

Directorates

. Upstream Operations
Downstream Operations
Corporate Strategy and Planning
Corporate Management

Finance

Units

Procurement Management
Corporate Communication
Risk Management

Internal Auditing

Legal Services
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TANZANIA PETROLEUM DEVELOPMENT CORPORATION

REPORT OF THE DIRECTORS (CONTINUED)
ONGOING AND FUTURE DEVELOPMENT PROJECTS

Downstream projects

a) Natural Gas Infrastructure Development

The National Natural Gas Infrastructure (NNGI) project, comprising the Mtwara and Songo Songo
natural gas processing plants and the 551km natural gas transportation pipeline from Mtwara and
Songo Songo to Dar es Salaam through Somanga Fungu as well as connections to TANESCO's power
generation plants was completed and successfully commissioned in September 2015.

Following the successful completion and commissioning of the NNGI project, the Group commenced
commercial operations including supply of gas aimed at enhancing electricity power generation and for
industrial and domestic consumptions in October 2015.

During the financial year 2016/2017, natural gas through the NNGI was supplied to TANESCO (as a
major customer) for consumption at the Ubungo Il and Kinyerezi | power plants for power generation.

The plan is to connect more customers who are ready to utilize natural gas so as to achieve optimal
utilization of the NNGI.

b) Natural Gas Distribution Networks

i. Connection of the NNGI to the Ubungo-Mikocheni pipeline and connection of Coca Cola
and BIDCO to the gas supply network

This project aimed at connecting the NNGI directly to the Ubungo—Mikocheni pipeline to enable
supply of natural gas to more customers. Initial customers who were connected to the Ubungo-
Mikocheni pipeline include seventy (70) houses located at TPDC Mikocheni Estate and five (5)
industries at Mikocheni light industrial area. The connected industries are MMI Steel |, MMI Steel
I, MMI Steel Ill, Iron and Steel and Tanpack Tissues. These customers draw gas from the Ubungo-
Mikocheni gas pipeline which is connected to the Songas high pressure gas pipeline from Songo
Songo to Dar es Salaam under the PSA arrangement and the Additional Gas Marketing Agreement
between TPDC and PAET. Given the capacity of the Ubungo-Mikocheni gas pipeline (7.5 MMscfd),
this pipeline is highly underutilized.

Steps involved in implementation of this project comprised of carrying out environmental audit (EA)
for Ubungo Block Valve Station (BVS) via Ubungo Pressure Reduction Station (PRS) to Mikocheni
Natural Gas Pipeline; conducting Detailed Engineering Design and Supervision of the project,
construction activities for connecting NNGI to the Ubungo — Mikocheni and connections of the two
industries of Coca Cola and BIDCO to the gas supply network.

The project could not take off timely as planned due to delays in agreement conclusion with PAET,
funding constraints as well as delays in procurement of a consultant for Environmental Audit (EA)
and Environmental Impact Assessment (EIA).
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TANZANIA PETROLEUM DEVELOPMENT CORPORATION

REPORT OF THE DIRECTORS (CONTINUED)

ONGOING AND FUTURE DEVELOPMENT PROJECTS (CONTINUED)

iv.

Gas Distribution Project to Goodwill Ceramic Limited at Mkuranga

During the financial year 2016/2017, TPDC and Goodwill entered into pre-financing arrangement
for construction of natural gas infrastructure to enable supply of gas to the Goodwill factory at Mkiu
Village in Mkuranga. The connection is for purpose of generating own electricity (captive power
generation) and for use in process heating at the ceramic production factory located closer to Block
Valve Station 12 (BVS-12) of the main high pressure pipeline from Mtwara to Dar es Salaam. The
quantity of gas required by Goodwill was 7 MMscfd during the first two years of operation (Phase
I) which would have increased to 10 MMscfd starting from the third year onwards (Phase II).

Before the year end, the customer was connected and commissioned to use natural gas from
Quarter 3 of the financial year 2016/2017.

Permanent Connections to Downstream Customers: TANESCO Power Plants (Kinyerezi |,
Ubungo I, Ubungo II, Symbion) & IPTL

TPDC planned to implement a project of constructing permanent connections of natural gas supply
infrastructure from NNGI to TANESCO. power plants. The power generation plants included
Kinyerezi, Ubungo | & I, Symbion, Tegeta 45MW and IPTL. The new connection would replace
temporary connections which were constructed in 2015. The temporary connections enabled
immediate supply of natural gas to TANESCO (at Ubungo and Kinyerezi) during commissioning of
Natural Gas Main Pipeline project from Mtwara to Dar es Salaam.

Planned activities for the period included supervision and monitoring during the project execution
and construction works relating to connection of TANESCO power plants (Kinyerezi I, Ubungo I,

Ubungo Il, Tegeta 45MW), Symbion and IPTL. By the year end, the project reached a completion
milestone of 80%.

Connections of Dangote Industries Limited to the Gas Supply Network

The Corporation planned to connect and supply natural gas to Dangote Industries Limited
Tanzania (DILT), a Cement factory in Mtwara. Through the pre-financing arrangement, the client
(Dangote) agreed to finance the construction works and recover the full investment cost through
gas sales during operations. TPDC was to incur costs associated with supervision and monitoring
of construction of the gas infrastructure.

Planned activities for the period included finalization of gas price issue and GSA negotiations with

Dangote cement factory, supervision and monitoring during construction and construction works
for connecting the gas infrastructure.



