[image: image1.emf] 
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26 APRIL 2019
The Executive Director, Management and Staff of African Energy and Mineral Management Initiative,

Heads of International Development Agencies present
All CEOs and representatives of Public and Private Institutions present from all over Africa
All invited guests in your respective capacities

Ladies and Gentlemen

1. It is with great pleasure that I join you today at this high level Energy and Mining conference. I thank the African Energy and Mineral Management Initiative for organizing the conference. I am delighted to have been invited as a guest speaker at this important event where we not only come together to debate policy on the management of our energy and mineral resources abut also on how to utilize them sustainably for the economic development of the African Continent and the future generations.

2. The theme for the conference is, “What is the future of the African Energy and Mining Industry”. My speech therefore focuses on the state and future of Energy Infrastructural developments in Uganda with emphasis on the power sector.

3. In line with the vision 2040 and the second National Development Plan (NDP II) theme, the Energy and Mineral Development (EMD) sector, through the Ministry of Energy and Mineral Development has  continued implementing the priorities of the sector. This has been achieved together with the agencies within the sector namely, UEGCL, UETCL, UEDCL, REA, the Electricity Regulatory Authority (ERA) as well as private sector players.    In the medium term, the key priority areas are: 
i) Increasing electricity generation capacity and transmission network;

ii) Increasing access to modern energy services through rural electrification and renewable energy development; and
iii) Promotion of efficient utilization of energy.
4. I wish to note that the sector has made significant progress in implementing H.E the President directives and the NRM manifesto 2016-2021. The sector is implementing various generation projects in the power subsector, currently with a total installed generation capacity of about 1200 MW. The flagship electricity generation projects include the recently commissioned Isimba Hydropower Project (183 MW) and Karuma Hydropower Project (600MW), now at about 93% as well as other Medium size hydropower projects and Mini-hydros of about 156.5MW at various stages of development. When all these projects are completed, by end of 2020 we shall have a total installed capacity of about 2000 MW.
5. In terms of transmission lines about 1,500 km of transmission lines have been added over the past 25 years.  In 2018, a total of 630km of Transmission projects were completed, 975 km are still under construction and 738km are at the procurement stage.
6. Regarding rural electrification, we have been able to extend power to almost all District headquarters and the strategy now is to extend power to all sub-counties. Off-grid electrification using solar energy among others, is to be used for the hard to reach areas such as islands.

7. With our increased generation capacity, we can now attract the high energy consuming factories to add value to our mineral resources and agricultural products.
8. Government is now focusing on strategies to effectively utilize the generated electricity. The measures include:

a.
Construction of twenty five (25) industrial Parks, with four (4) already at construction stage expected to increase the industrial demand by 200MW in the short term and 500MW in the medium term considering the new industries being set up at Tororo (Usukuru, Simba and Hima cement), Kapeeka, Kasaana, Nakasongola, Mbale and the associated loads in the mining subsector;

b.
Accelerated access to electricity through implementation of the Electricity Connection Policy which was launched last year. Government is now providing free connections to electricity for domestic customers and the Rebate Policy for connection of industrial customers. The target is to achieve rural electrification from the current level of 11% to 60% by 2027.
c.
Fast-tracking rural electrification through electrification of the over 285 sub counties not yet connected to accelerate access and contribute to demand growth. 

9. Power Loss reduction strategy implemented by Umeme has resulted in the reduction of power losses on the distribution network from over 30% in 2005 to about 17%. Umeme has also converted about 80% of their post-paid customers to the prepaid system.
Key Challenges in the Power Sector:

10. The main challenges for Uganda in energy infrastructure currently are:

i) Infrastructure Gap in Generation and Distribution Capacity to achieve demand – supply balance: While significant progress has been made in developing power generation infrastructure, investment in least cost technologies and the Distribution infrastructure in the power sector has not been sufficient to match the growth in power demand.

ii) Financing Gap for the Power Sector: There is a huge financing gap in the power sector that does not match the needed investment to meet the growing energy demand.

iii) The Need to Increase Access to Modern Forms of Energy: Only about 23% of our population has access to modern energy services yet without energy, sustainable development goals cannot be attained. The per capita electricity consumption stands at 80 kWh.

iv) The Transmission and Distribution Infrastructure Cannot Support Power Trade in the Region. We have a weak infrastructure which is not interconnected to our neighbours. This cannot support inter-regional energy trade which would enhance security of power supply.

v) High Power Losses (commercial & technical) within the distribution network now at about 17%.
vi) Land Acquisition and Vandalism of Power Infrastructure:  These are key challenges involving unending land acquisition matters with exorbitant claims and cases of vandalism of the power transmission infrastructure. A case in point is when a section of the Optical ground wire for this project was stolen on 24 December 2018 leading to disruption of the commissioning tests that were being undertaken. 
Strategies / Interventions by Government to Boost Investment and Increase Efficiency within the Power Sector

11. The strategies to combat the challenges have included:

· Government liberalized the Power Sector in 1999 which paved way for Private Sector participation. Many Independent Power Producers (IPPs) are now onboard and the power sector efficiency has significantly increased.

· Government also put in place an energy fund dedicated for the construction of power infrastructure projects.

· In addition, Government has put in place incentives to attract private sector investment in the power sector. Steps tacked include the following:
i) To begin with, Government of Uganda has put in place a conducive legal and institutional framework to promote investment in the power sector. The Power sector in Uganda was liberalised in 1999. This paved way for Private Sector Participation.
ii) The Renewable Energy Policy, of 2007 was put in place to increase the share of Renewable energy in the energy mix. To attract private capital it provided for the following;
a. Feed-in-Tariffs were introduced to provide a predictable environment.

b. A Standardized Power Purchase Agreement, PPA was introduced to reduce the length of time involved in negotiations between the developer and the off taker. This dramatically cut down time spent on negotiations as well as on transaction costs.

c. The introduction of specific regimes that favor renewable energy. These include preferential tax treatment, tax exemption and accelerated depreciation was introduced.

iii) The Uganda Energy Credit Capitalization Company (UECCC) was established to assist project developers attain financial closure.

iv) Government is welcome to projects developed as Private-Public Partnership (PPP) as well as ensuring that Government constructs power evacuation lines. 
v) The Energy Policy 2002 and the Electricity Act are being reviewed to address some of the challenges being faced by the sector. The input that policy makers could draw from this conference is therefore timely.
The future outlook of the sector:

12. Future Investment Opportunities still exist  in the sector, and these  include:
a) Participation in Public-Private Partnerships (PPP) for developing the large hydropower plants (Ayago, Oriang, Kiba, etc), Development of privately owned Thermal projects to meet the growing demand of power.
b)  Private sector contribution to equity in financing of power projects.
c) Suppliers/leasing of equipment as we upgrade and expand our National Transmission network and other services.
d) Private sector participation as Fund Managers in the development and promotion of the different renewable energy technologies such as small hydros,  geothermal, solar water heaters, solar driers, solar cookers, etc
e) Joint Ventures and farm-in arrangements with existing licences. 
f) Advisory Service provision and contracts management in the fields of Engineering, Procurement & Construction, Capacity and Skills Development  and Logistical services, import and export of the various products
g) Local Capacity and Skills Development 

Conclusion /Way forward 

13.  I wish to thank AEMI for having organized this high level conference which provides a platform for key stakeholders to brainstorm about the policies and strategic management for the sustainable utilisation of our energy and mineral resources.
14. The policy and Legal framework is in place to promote infrastructure development by both Public, Private as well as Public-Private Partnership (PPP) initiatives. Government’s strategy is to increase generation capacity involving private sector participation. Uganda’s energy sector provides excellent opportunities for Investment, Employment Creation, Value Addition, Industrialization and Local Content Development.
15. I thank you for listening to me and I take this opportunity to wish all participants fruitful deliberations.
For God and my Country
Eng. Dr. Badru M. Kiggundu
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