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TANESCO’S
TARIFF REQUEST U-TURN

TANESCO’s Managing Director, Mr. Felchesmi Mramba, making a case for an
upward tarrif revison during a recent public hearing in Dar es Salaam. However, the
firm withdrew the bid.
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SGditarv's Vote

DEAR Esteemed readers,

Itis my great pleasure to welcome you again to another favourite edition of
the Energy and Water Utilities Regulatory Authority Newsletter.

This is the eighth edition that add to many other tools established by
the Authority meant for enhancing public knowledge, awareness and
understanding of regulated sectors.

Through EWURA Newsletter, consumers have gained more knowledge
on their rights and obligations. Also EWURA Newsletter has enlightened
consumers the way in which complaints and disputes may be initiated and
resolved.

It is our expectations that this edition will further cement more knowledge,
awareness and understanding of regulatory matters thus becoming
among the best tools for public outreach campaigns ever introduced by
the Authority.

A series of EWURA Newsletter editions that are published in Kiswahili and
English languages have lifted the Authority to higher levels by building
public confidence and trust.

The Authority has seen an increased number of complaints on petroleum,
Electricity and Water sectors which is attributed by, among other things
contribution of EWURA Newsletter on the creation of Public awareness that
make customers become aware of their rights and obligations.

In this edition, readers will continue gaining knowledge and understanding
by reading various interesting articles drawn from our sectors that the

Authority regulates.

Welcome

Mr.Titus Kaguo
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Energy and Water Utilities Regulatory Authority

From the Desk of the DG

Dear esteemed readers,

As we begin 2013, | would like to wish
everyone a very happy New Year while
also giving many thanks for the blessing
of being able to witness the New Year.

As you are aware, EWURA strives to
provide quality of service in the regulated
sectors, namely Electricity, Petroleum,
Natural Gas and Water, for the benefit of
Tanzanian society, through adherence to
international regulatory best practices.
These practices describe the basis
of regulatory excellence as being
regulatory independence, transparency,
accountability and integrity. Since its
establishment, EWURA has maintained its
commitment to such world class standards
by consistently making decisions through
a clear, transparent and consultative
process.

This EWURA Newsletter contains articles
which focus on issues relating to the
regulated sectors. Itis my pleasure to once
again welcome you to read the articles
contained in this newsletter, which is in
its eighth edition, with a view to providing
insight on issues relating to the regulated
sectors.

Dear readers, as you may recall, 2012
was a tenuous year for EWURA in that
it processed matters relating to the
Bulk Procurement System (BPS) in the
petroleum sector and completion of the
TANESCO Cost of Service Study (COSS)
in the electricity sector, to name a few
examples, both of which are of paramount
interest to the country’s national security.
EWURA was also involved with the
development of the country’s Natural Gas
Policy and governing laws.

Furthermore, 2012 marked key gains
made by the Tanzanian society as a result

of EWURAs involvement in the regulated
sectors. For example, service providers
in the electricity sector continued to be
more responsive to issues raised by or
through the regulator while investors
continued to be more confident, that their
investments will be safe in Tanzania, due
to the investor friendly environment. In the
petroleum sector, the BPS streamlined the
supply of petroleum products entering the
country while the ongoing fuel marking
program continued to contribute to the
reduction of incidents of fuel adulteration
and dumping of untaxed petroleum
products, in the local markets, including
transit products. Developments in the
water sector include expansion of water
supply network; increased water billing,
metering ratio, water production and total
population served; and reduction of non-
revenue water.

As we move forward into 2013, EWURA

shall remain committed to promoting
investments in the regulated sectors;
enhancing  public awareness and

knowledge of regulatory functions while
balancing the interests of all stakeholders
involved. EWURA shall continue to
demonstrate world class standards of
regulating by abiding to international
best practices. Our involvement into
international affairs will continue being
done in a manner that fosters these ideals.
EWURA will also maintain an active role in
the development of the country’s Natural
Gas Policy and governing laws so as
to ensure that this sector is adequately
regulated for the benefit of all.

Finally, | would like to thank all
stakeholders for their continued support
and cooperation throughout the Authority’s
day to day activities. Please join me in
reading the articles found in this issue of
the EWURA Newsletter.

Mr. Haruna Masebu




TANESCO withdraws
Tarrif Application

BEI MPYA YA UMEME 2013
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TANESCO's Managing Director, Mr. Felchesmi Mramba, making a case for an upward
tarrif revison during a recent public hearing in Dar es Salaam. However, the firm withdrew the bid.

By Staff Reporter

THE Tanzania Electric Supply Company (TANESCO) has
withdrawn its tariff application brought to the Energy and
Water Utilities Regulatory Authority (EWURA) in 2011.

The withdrwal of the application has positive impact on
consumers, in a sense that the long awaited upward tarrif
adjustments will not take place, at least for the time being.

The Tariff application dates back to November 2011,
when TANESCO asked for an emergency Tariff increase
averaging at 155 per cent across all customers, to be
effective January 2012.

However, EWURA Board of Directors had granted an
emergency increase of 40 per cent, pending determination
of final tariff, after completion of Cost Of Service Study
(COSS). According to a study by a consultant hired
by EWURA, AF-MERCADOS EMI from Spain, who was

==

engaged to study and recommend the Rate Setting
Methodology (RSM) for the electricity sector in Tanzania
Mainland and the COSS for TANESCO the proposed tariff
rates increase were 33.8 per cent for 2013; 0.85 per cent
for 2014 and 15.14 per cent in 2015.

EWURA had conducted Public hearing and exit meetings
between December 2012 and January 2013, to establish
the reasonableness of the recomended multi-year tariff for
TANESCO, as per section 19(2)(b) of EWURA Act.

However, before the completion of the tariff review process,
TANESCO through its letter dated 14th January 2013,
withdrew the application.

Following the withdrawal, EWURA Board of directors
made a decision on 14 January, 2013 to revoke TANESCO
emergency tariff adjustment order, at the same time
approving the current tariff to continue.
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One year of BPS: Reduced
demurrage, improved statistics

MT. Alpine offloading fuel at Kurasini Oil Jetty, in this 2012 photo, was one of the big vessels
to deliver fuel supplies soo afer comencement of the Bulk Procurement System.

By Staff Reporter

BEING a year since EWURA
Procurement System (BPS), whose introduction was
opposed by a section of powerful and influential
stakeholders, the system has brought benefits to the
economy that the country is now witnessing.

introduced the Bulk

Under BPS, the reduced demurrage charges which now
stand at an average of three days, down from 40. Further,
the fact that the long awaited bigger fuel offloading facility,
Single Point Mooring (SPM) has started operating, will likely
curb the skyrocketing trend of fuel prices for the long time
to come.
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By January 2013, about nine tenders had been opened,
and two International companies of AUGUSTA Energy
SA and ADDAX Energy had won three tenders each.
Most important, for the first time ever, a local firm GAPCO
had won tender eight and nine in a stiff competition with
multinationals. The premiums, ranging between the
highest 59.27 and 42.98, had been a positive impact of the
competitive tender.

The trend shows a general decline in premiums quoted, as
well as increased participation of companies interested in
bidding. The biggest impact is the reduced number of days
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The trend shows a general decline in

premiums quoted, as well as increased

participation of companies interested in

for ships to keep waiting to
discharge when there were
many ships, thus attracting
demurrage charges payable
at USD 20,000 per day.

However, some last cargoes
in the 3rd tender had their
vessels overstayed and thus attracted demurrage, mainly
because owners had ordered large quantities of products
than their actual requirements, hence slowing receiving
speed. Nevertheless, the situation is now better.

The starting of a big SPM in November 2012 has seen an
increased capacity for Tanzania to handle bigger fuel ships
of up to 120,000 metric tonnes, which also translates into
improved oil business.

Further, with BPS system, it is possible now to establish
Ocean Losses through actual data produced by a marine
surveyor proposed by both parties. For this reason, the
amount of Ocean Losses payable, which was in the pricing
formulae, has been greatly reduced. Whereas the charge

==

bidding. The biggest impact is the reduced
number of days for ships to keep waiting

to discharge when there were many ships,

thus attracting demurrage charges
payable at USD 20,000 per day.

was estimated to be between
0.25 per cent to 0.5 per cent,
now the Ocean Loss rate has
now been to 0.0 for some
imported cargo.

Whereas it was difficult
to calculate and compile
accurate imports data during individual importation era,
under the BPS, it has become evident that as a country,
Tanzania is able to establish accurate data of matters
related to fuel from imports to daily consumption of each
product, thereby enhancing budgetary planning and
operations.

Under the BPS, it is now possible to inculculate accurate
Freight On Board Costs into final fuel price, where it was an
estimate work before the system.

It is also impossible now for oil companies with foreign
affiliations to undertake price transferring on grounds of
importing oil from their countries of origin, thereby affecting

pricing.
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Regulator for new methods to
establish electricity cost

By Staff Reporter

The Energy and Water Utilities Regulatory Authority
(EWURA) has adopted new ways that will assist
transparently establish the cost of providing electricity
service in Tanzania.

In 2011, the Authority engaged an independent consultant,
AF-MERCADOQS, to perform the two complimentary
assignments, which will be a revolution in the way the
regulator handles tariff application.

“The principles established on the new methodology are
the basis for determining the cost of providing electricity
services by TANESCO,” says Director of Regulatory
Economics, Mr. Felix Ngamlagosi.

The tariffs recommended under Rate Setting Methodology
(RSM) for the electricity sector in Tanzania Mainland and
the Cost Of Service Study (COSS) for TANESCO, are a
milestone towards the path to multi-year cost reflective
tariffs for the electricity sector in Tanzania.

Adequate tariffs backed
by prudent expenditure
and cost management are
what underpin the financial
sustainability of the whole
electricity sector, and retail
tariffs are to be calculated to
recover all the allowed costs
in the system; the revenues obtained from the application
of retail tariffs to end-users are to cover the costs of
generation, transmission and distribution and supply.

According to Mr. Ngamlagosi, the average retail tariff will
add up the tariff for power generation, the tariff for power
transmission and the tariff for power distribution and retail.

Since its inception in 2006, EWURA has established basic
regulatory instruments which define regulatory policies,
principles and procedures. It is worth mentioning that
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The principles established on the new

the cost of providing electricity
services by TANESCO

the Authority prepared Tariff Application Guidelines in
2006 which were updated in 2009 into Tariff Application
Guidelines, 2009. Both Guidelines stipulate principles and
information requirements which applicants must submit to
the Authority when filing their applications.

This information includes a top sheet, annual operational
reports, audited financial accounts, and business plans.
The Guidelines also provide for procedures that the
Authority will follow when evaluating the applications,
including conducting an Inquiry.

The Authority aims at achieving international best practices
in regulatory governance by improving predictability,
consistency and transparency in the regulatory decision
making process.

The Electricity Act 2008 is the principal legislative instrument
for the electricity sector, and in the case of conflict, takes
priority over other instruments (for example the EWURA
Act). The Act sets out the key components of the regulatory
framework as well as detailed
requirements regarding tariff
setting.

methodology are the basis for determining

Tariff setting powers of the
Authority are prescribed in
section 5(b) of the Act, which
requires the Authority to
approve and enforce tariffs and fees charged by licensees.
Since section 8(1) of the Act has grouped licensees into
generation, transmission, distribution, supply and system
operation, this implies that the Authority is required to
determine tariffs for among other things, wholesale,
transmission and distribution segments.

The determination of the Generation and Transmission costs
and respective tariffs is based on the Power System Master
Plan which highlights existing and planned expansions of
the system.
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EWURA's Director of Regulatory Economics, Mr. Felix Ngamlagosi, making a presentation on legal framework
for EWURA to regulate prices and levies in the energy sector, during the public hearing meeting
on TANESCO's bid to increase tariff, December 2012, Dar es Salaam.

The RSM is based on principles that are stipulated in the ~ segment generation, transmission, distribution and supply;
legislative, policy, economic and practical underpinnings,  estimate efficient operational costs; estimate costs by
all geared at establishing cost reflective tariffs. This means  segment; and estimate costs without any cross-subsidies
that the RSM is framed to include all relevant costs by  builtin.
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Oil Importers face
Regulator’s axe

By Staff Reporter

At least 16 Petroleum Products importers have been served
with a compliance order, to state why they should not
have their importing licences revoked for failure to import
petroleum products for the six months consecutively.

Failure of the companies to import petroleum products as
per their licenses is against licenses’ condition that require
them to conduct business immediately they acquire license
from a regulator..

“In fact, the companies have been asked to explain why
disciplinary measures, including revoking their licenses,
should not be taken by the regulator because they have
failed to do business as per licences they are holding,” said
EWURA's Communications and Public Relations Manager,
Titus Kaguo.

The 16 companies include Tanga Petroleum Co.Ltd, DFCG
International Ltd, Mohammed Twalib Petro Station Ltd,
Petro (T)Ltd, Amazon Petroleum, Danvic Petroleum, and
Petrol Sol (T) Ltd.

Others in the list are Bright Star Energy Co. Ltd, EXCO Qil
Co. Ltd, Petromark Africa, Qil Link (T), Riva Qils (T) Ltd,
Metrol Petroleum (T) Ltd, Afroil Investment Ltd, COPEC and
Swiss Singapore Oversees Ltd.

After signals of a starving fuel market, the Regulator had
convened an emergency meeting with stakeholders,
including Oil marketing Companies and Tanzania Revenue
Authority, where it was agreed that the taxman releases
50 per cent of transit oil in custody to local market after
statutory taxes were paid by buyers.

However, even after such an agreement with oil marketing

companies to help normalise the business, some of them
went ahead to hoard oil. For instance, Puma Energy (T) Ltd
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had 23 million litres in stock, and was made to explain why
it had that much of stock not for sale while the market was
starving.

Another company, Kobil Tanzania Limited, was asked to
explain why it had not been selling the product to retailers,
which in is essence a discriminatory behavior in the market.

Meanwhile, EWURA has urged the subsidiary company of
the Tanzania Petroleum Development Company (TPDC),
COPEC, which was last years given a lincence to import oil
for strategic reserve, to start the business.

Strategic Oil Reserve would ensure the country of
uninterrupted oil supply at all times, even at times of
emergencies and other unforeseen circumstances.

However, with the start of Bulk Procurement System (BPS),
after two and a half years of fierce debate over whether or
not should Tanzania adopt the system, there are general
feelings that some quarters amonsg stakeholders would
wish the system to stop.

For this reason, there has been a clandestine campaign to
discredit the BPS system, saying it has failed to attain the
desired results.

The efforts, which amounts to sabotage the system,
disregard benefits acrrued from BPS so far, such as
realization of the actual fuel that the country imports and
consume, which also goeas a long way to determine the
tax payable.

For instance, before BPS, Petrol data indicated that
Tanzania consumed 875,000 litres annually, but after the
BPS started, it became evident that the annual consumption
was 1,700,000, which is an increase of 50 per cent.
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Energy and Water Utilities Regulatory Authority

For diesel consumption, before BPS it was
said to be 1,700,000, litres per annum, but
shotto 3,540,000 after the system, anincrease
of 49 per cent. Kerosene consumption was at
650,000 litres annually, but in actual fact the
country consume only 200,000, or a 30.77
per cent decrease. One can imagine where
the rest was going...adulteration.

“The companies have been
asked to explain why disciplinary
measures, including revoking
their licenses, should not be

taken by the regulator because
they have failed to do
business as per licences
they are holding.”

Thus, realization of the actual consumption
that gives an average increase of 50 per
cent has also triggered an increase in tax
collection, which was otherwise going into
unknown pockets.

Further, the BPS has enabled application
of the actual amount of ocean loss that
traditionally happens when fuel is transported
from between ports. Whereas in before the
BPS the practice was to assess, now the BPS
has enabled availability of actual data which
are computed to form ocean loss.

Starving the market while much of the stock remains unsold is against oil
importation licence conditions that can be heavily punished.



EWURA, SUMATRA host AFUR
Conference & General Assembly

By Staff Reporter

The Energy and Water Utilities Regulatory Authority
EWURA) and Surface and Marine Transport Regulatory
Authority (SUMATRA), in April 2013 hosted the 10th African
Forum for Utility Regulators (AFUR) Annual Conference
and General Assembly in Arusha, in April 2013.

AFUR is an initiative undertaken by the New Partnership for
Africa’s Development (NEPAD). It was officially launched
in November 2002 as a voluntary organisation of African
regulators with its own constitution.

The organisation aims at establishing and fostering
cooperation among African utility regulators in support of
the continent’s growth and socio-economic development.
AFUR’s primary focus is
on issues related to the
regulation of infrastructure
in the communications,
energy, transport, water and
sanitation sectors.

Over the years, AFUR has
become the forum where utility regulators in Africa can
meet to fast-track the development of an effective and
standardised regulatory framework for utilities that provides
for fairly priced services and facilitates the development
and integration of infrastructure across the continent.

“This is an international Conference which brought together
about 200 participants from power and energy utilities,
transport companies, investment banks, consulting
companies and other stakeholders to interact with the top
officials of regulatory agencies in electricity, natural gas,
water and sanitation, transport and communication, port
and shipping sectors, investors, utilities, governments
and international organizations from the African continent
and other parts of the world,” said Mr. Felix Ngamlagosi,
Chairman of the AFUR Local Organising Committee and
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This year’s meeting was under the theme
“Challenges of Transparency:

Relationship between Regulators
and Stakeholders.”

who is also the Director for Economic Regulation of EWURA.
Mr. Ngamlagosi said given the spectrum of issues
discussed, and the range of participants, Tanzania had a
golden chance to open its investment opportunities to the
world. This year’'s meeting was under the theme “Challenges
of Transparency: Relationship between Regulators and
Stakeholders,” he said.

He noted that the conference provided a considerable
opportunity to directly market relevant products to a key
target group, as well as assist EWURA and SUMATRA in
their endeavour to strengthen the regulatory activities in
Tanzania by increasing awareness and building networks
with other professions, not to mention a multitude of
indirect  benefits  which
include exposure to natural
attractions which the country
is endowed with as well as
services and goods to be
consumed by the delegates.

AFUR has 30 members and
seven observer members, and all regulatory organisations
on the African continent are invited to add value to their
operations by joining the forum.

The Director General for EWURA, Mr. Haruna Masebu, is
the current chairman of the AFUR, after he was unanimously
elected for the Chairmanship early this year. He will chair
the seat for the next three years.

Masebu’'s nomination was moved by the Electricity
Regulator of Cameroon (ARSEL) and seconded by all
twenty plus members of AFUR in attendance t the meeting
in South Africa. The election was one of its kind that did not
call for a secret ballot as normally practised, as all members
unanimously elected Mr. Masebu in its 9th Annual General
Meeting.
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EWURA Director General, Mr. Haruna Masebu, in discussion with foreign investors when they visited EWURA
to explore investment environment in Petroleum business. The just ended AFUR meeting opened
an opportunity for Tanzania to market itself to prospective foreign investors.



Don’t just sit back
complaining - Dar’s RC

By Staff Reporter

The Dar es Salaam Regional Commissioner, Mr. Said Meck
Sadik has challenged Tanzanians to use public hearings to
present their views on various matters that lead to important
decisions touching their social well being.

The RC said it was unfair for people to refrain from public
hearings, such as those conducted by the Energy and
Water Utilities Regulatory Authority (EWURA) when
seeking public opinion on issues of
regulated sectors such as electricty.

EWURA, based on preliminary review of the application,
issued an Order which approved an emergency electricity
tariff increase by 40.29%.

The approved emergency tariff life was until 31st December,
2012. In the course of the public inquiry process, EWURA
collected views of stakeholders, including the Consumers
Consultative Council (CCC), the Government Consultative
Council (GCC) and the general
public.

“I appeal to you to use such

Mr. Sadick was speaking at the
public hearing conducted by
EWURA in December 2012, in
Dar es Salaam, in a process to
review Tanzania Electricity Supply
Company (TANESCO) multi-year
tariff.

The tariff is based on the Cost of
Service Study (COSS) Report that
was conducted by an independent
Consultant (AF MERCADOS EMI)
from Spain.

“| appeal to you to use such opportunities to air your views,
be it in support or oppose of tariff applications brought
forward by your service providers, don't just sit back and
complain when decisions are made,” he said.

The public hearing was focusing on Tariff Application from
Tanzania Electricity Supply Company (TANESCO) that
requested for an average tariff increase of 155%. Pursuant
to Section 15 of the Tariff Application Guidelines, 2009,

14 | EWURA NEWSLETTER ¢ MAY 2013

opportunities to air your views,
be it in support or oppose
of tariff applications brought
forward by your service
providers, don’t just sit back
and complain when
decisions are made,”

The hearing, although attended by
few people, had strong contributors
who presented strong challenges
that formed part of public opinion.
An ordinary citizen from Temeke,
Mr.Othman Omar Othman criticised
TANESCO's lack of what he termed
as “business sense,” where he said
the company failed to collect debts
because of its bureaucracy.

“The firm alleges that | owe
400,000... but it does not want the
debt be paid in installments...and | do not have the ability
to pay a lumpsum...what kind of business is this you are
doing?” Othman lamented.

Tanesco, Mr. Othman said, needed a higher tariff to help
it raise capacity to meet evergrowing bills from private
power generators, such as Symbion, Agrekko and IPTL.
Expensive Heavy Fuel Qil used to fire some of the power
generators like that of IPTL has also been another factor for
higher tariff.
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Dar es Salaam Regional Commissioner, Mr. Said Meck Sadik(Centre), opening a meeting for Public Inquiry on Tanesco’s
tariff increase application, in Dar es Salaam, December 2012. The RC challenged Tanzanians to use such public hearings to
present their views on matters that lead to important decisions touching their social well being. Right is the Chairman
of EWURA Board, Mr. Simon Sayore, and left is EWURA’s Director General, Mr. Haruna Masebu.
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Seeking license to generate
150 MW of electricity

Tanzania is to benefit from an increased power generation
of about 159.2 MW, when construction of hydro plants by
two private companies which seeks to generate electricity
in Iringa and Ruvuma regions will be completed.

The companies, Kitonga Electric Power Company Limited
and Tangulf Express Limited, have already submitted
applications for licenses to the Energy and Water Utilities
Regulatory Authority (EWURA).

Kitonga Electric Power Company
Limited applied for a 150 MW
generation licence to construct and
operate a hydroelectric power plant
at Kitonga Valley (utilizing Lukosi
River), in Kilolo District, Iringa
Region.

Electricity to be generated (140MW)
will be sold to TANESCO under
Power Purchase Agreement, the
remaining 1T0MW will be distributed to the nearby villages
of Image Belt, which are Image, Lyasa, lbumu, Ikokoto,
Mlafu, and lyai.

The second company, Tangulf Express Limited has applied
for a 9.2 MW electricity generation licence to install and
operate a hydroelectric power plant at Ruvuma River in
Songea District, Ruvuma Region. Electricity generated
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This additional generation
capacity will improve further
availability of power with impact
in economic growth, in the face
of existing challenges in the
energy sector.”

will be sold to TANESCO under the Small Power Projects
arrangements.

This additional generation capacity will improve further
availability of power with impact in economic growth, in the
face of existing challenges in the energy sector.

Recently a religious institution, The African Benedictine
Sisters of St. Agnes applied for a license to install and
operate a 7.5 MW hydro-electric
power plant at Tulila area on
Ruvuma River, in Mbinga District,
Ruvuma Region.

A portion of electricity that will be
generated from the power plant
will be sold to TANESCO under the
Small Power Projects arrangement.
The Mbinga project is the latest in a
series of recent Standardized Power
Purchase Agreements. Another
company, Mwenga Hydro Limited
(MHL) recently started generation and distribution of 4 MW
of electricity, in Mufindi District, Iringa region.

The move that has seen the company sell approximately 80
per cent of its power to TANESCO under SPPA framework.
The remaining 20 per cent is sold to Mufindi Tea Company
and retail customers, through Rural Power Development
Limited (RPDL).
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Tanesco’s electricity distribution infrastructure at Kidatu Hydro Station. More players are joining the

electricity sub sector to boost generation capacity.
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OUR AREAS OF
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