
Britain’s Standard Chartered Bank is 
caught in the middle of an increasingly 
bitter feud between the Sierra Leone 

government and the heavily-indebted 
Octéa Limited, owner of the country’s 
biggest diamond mine at Koidu. After tense 
and unsuccessful talks in London starting 
on 16 November, Freetown officials called 
on Octéa to suspend operations at Koidu 
for 90 days, pending a detailed technical 
and financial assessment. Officials said 
they feared that short-term actions by the 
company could endanger the mine’s future 
(AC Vol 56 No 23).

As the biggest bank in Sierra Leone, 
Standard Chartered has a particularly 
close relationship with the government and 
is under scrutiny for the way in which it 
spends funds there through a US$50 million 
credit facility with the CDC. The CDC is 
a development finance company wholly 
owned by the British government and 
the policies of the former Commonwealth 
Development Corporation are decided in 
coordination with the UK Department for 
International Development (AC Vol 51  
No 9).

At the same time, Standard Chartered 
is the biggest lender to Octéa, a wholly-
owned subsidiary of Beny Steinmetz Group 
Resources. The Bank, we understand, 
also has exposure to other entities linked 
to BSGR. Citing client confidentiality, its 
officials told Africa Confidential they were 
unwilling to talk about these relationships.

However, AC has seen a letter from 
Standard Chartered to Octéa dated 5 
August 2015 informing the company that 
it was in default on a $92 mn. loan from 

January 2011. Octéa had ‘failed to comply’ 
with its obligations, the Bank wrote, by 
missing five consecutive monthly repayment  
instalments, as well as missing a 25 March 
deadline for payment of the deferred 
principal amount. BSGR is guarantor of the 
loan. 

The Sierra Leone government, to which 
Octéa owes payroll and other taxes of more 
than $13 mn., has raised concerns about the 
company’s solvency. Government officials 
say they expect Standard Chartered, 
the company’s biggest creditor, to take a 
constructive initiative on the Koidu crisis, 
which is further weakening the economy 
after a disastrous 18 months of falling 
growth and growing unemployment.

Oxygen needed
However, Dag Cramer, who led BSGR’s 
team in the negotiations with the Freetown 
government and Standard Chartered, 
insisted that all substantive issues over 
Koidu were being resolved: ‘All the creditors 
are being paid. We have agreed a payment 
plan with the government as a gesture of 
our good faith.’ Cramer argued that BSGR’s 
‘resilience’ should be recognised: ‘We are the 
last people standing in Sierra Leone after 
African Minerals and London Mining... now 
we need some oxygen.’

At stake is the future of Koidu, the 
country’s last big mining operation following 
the collapse of the heavily indebted African 
Minerals Ltd. and London Mining earlier 
in the year (see Feature & AC Vol 56 No 
19). Both companies claimed they were 
hit by the ravages of the Ebola epidemic 
which forced them to stop producing iron 

www.africa-confidential.com  4 December 2015 - Vol 56 - N° 24

somalia 7          

south africa 9

zimbabwe 10

pointers 12

mozambique 3

Nyusi’s 
nightmare
the president struggles 
for mastery, while a 
legacy of corruption 
hangs over the imf deal 

tanzania 4

Chinese inherit 
law suit
while villagers sue a 
mining company, all the 
country’s iron ore mines 
remain out of action

How real the 
zeal?
the president takes 
notable scalps over 
corruption but will face 
further resistance

Attack targets 
peace deal
the bamako hotel 
attack is meant to hinder 
acceptance of the 
algiers peace accord

mali 6sierra leone 5

An early winner in the diplomatic 
gamesmanship around the COP21 
Climate Change Conference in 
Paris, where 150 world leaders 
gathered this week, is China. 
Environmental degradation and 
fossil fuel pollution have become 
physical dangers for hundreds of 
millions of people in its mega-cities 
but China is now producing over 
half the world’s solar panels and is 
said to be nearing a breakthrough 
in the production and storage of 
solar electricity.
 The next stage is establishing a 
new generation of green power 
stations in the world’s sunniest 
continent: Africa. China also 
produces about 40% of the 
world’s electrically powered high-
speed trains and 20% of its wind 
turbines. 
 Hours after President Xi Jinping 
addressed the Paris conference 
on 30 November, he flew to 
Zimbabwe for glad-handing and 
on to South Africa for the Forum 
on China-Africa Cooperation. Since 
Beijing’s economic rebalancing 
has depressed world commodity 
prices and shaken several African 
countries, Xi wanted to reassure 
his audience. Accordingly, its 
delegation to Johannesburg 
has come with funding for new 
transport and power projects. A 
week later, China will take over the 
chair of the Group of 20. Although 
it is still not a member of the World 
Trade Organisation, Beijing wants 
to use its G-20 leadership to push 
for a conclusion to the Doha round 
of trade reform negotiations – in 
the process having a jab at those 
rich countries and their agricultural 
subsidies which suppress the price 
of African farm products.

blue lines
sierra leone

Stalemate over Koidu 
diamonds as economy sinks
After inconclusive talks in London, the government is at odds with the mine-
owners and their bankers as it tries to keep the operation alive
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ore for export (AC Vol 56 No 13). The 
International Monetary Fund estimates 
that Sierra Leone now has the world’s 
fastest shrinking economy.

This latest dispute has taken on 
regional political overtones. BSGR, owner 
of debt-laden Octéa, is also embroiled in 
a legal fight with the Guinea government 
over ownership of the Simandou iron-ore 
mine. BSGR’s operations in Guinea are 
also the subject of criminal investigations 
by the Swiss and United States 
governments.

The public dispute over the Sierra 
Leone mine comes at an awkward time for 
Standard Chartered, which is undergoing 
radical restructuring, the dismissal of a 
quarter of its senior management and 
redundancies among its 90,000 other 
staff. With one of the most comprehensive 
networks of branches throughout Africa 
and Asia, Standard Chartered is one 
of the seven biggest lenders in Britain 
but failed to meet the minimum capital 
requirements in particularly rigorous 
stress tests which the Bank of England set 
last year. It has since bolstered its capital 
reserves, officials say.

selling On
A year ago, Standard Chartered was 
trying to sell Octéa, on behalf of BSGR, for 
a price of around $330-400 mn. based on 
its preliminary valuation of the company. 
The main bidder for Octéa was the New 
York-based Keffi Group, owned by Jide 
J. Zeitlin, an American businessman 
formerly with Goldman Sachs, and 
Jeffrey Wright, an award-winning US 
actor with other mining interests in 
Sierra Leone. Keffi had offered to invest 
$300 mn. in the mine, to finance the 
opening of underground shafts to mine 
kimberlite diamonds which could extend 
the life of the mine.

Negotiations between Keffi and 
BSGR stalled, though, apparently over 
how to deal with Octéa’s $120 mn. debt 
to Standard Chartered and diamond-
dealer Tiffany and Company, which had 
an off-take arrangement with the mine. 
In a 5 August letter to the Sierra Leone 
government, Keffi Group reported that 
negotiations had broken down, adding: 
‘BSGR is no longer in control of this 
situation. The key decision-maker is now 

Standard Chartered Bank.’
Octéa has three diamond concessions 

in the country – Koidu, Boroma and 
Tonguma – and employs more than 
900 people. Mines Minister Minkailu 
Mansaray has sent Octéa several letters 
warning it that it was in breach of its 
statutory obligations and that its mining 
licence would be cancelled. 

standstill
In the continuing talks, Octéa has so far 
failed to convince the government it can 
run Koidu as a going concern or that it 
has a long-term mining plan in place. 
That’s why Freetown demanded the 
standstill. ‘During this period [of 90 days] 
they should be in a position to supply us 
with all the details we have requested 
and make all the relevant payments,’ 
Mansaray told us after attending the 
London talks. ‘We agreed that they’re 
going to provide us with a financial 
analysis that will indicate their working 
capital that will show us how they plan 
to raise revenue.’

Officials at the meetings said that 
both Standard Chartered Bank and 
BSGR were taken aback by the hard line 
adopted by the Sierra Leone government 
towards them. ‘We went very, very hard 
– the outcome of the meeting was not 
friendly because we took them to task,’ 
said a senior government official. ‘We 
found the presentation [they offered] to 
be very inadequate. It lacked a sound 
financial model, business plan and 
detailed analysis. It did not give a life 
of mine plan and there were technical 
gaps.’

If fully invested in and developed, 
the three mines could run for another 20 
years or more. Yet government officials 
fear that in the wake of BSGR’s legal 
woes in neighbouring Guinea, Octéa 
could choose to mine only one more ‘cut’ 
at Koidu in the next year – generating 
some $40 mn. – and then shut down, 
owing tens of millions of dollars. 

Such concerns were also voiced by 
Brett Richards, who as Chief Executive 
Officer of Octéa met government officials 
in Freetown in August to warn them of 
the risks facing Koidu. At the meeting, 
covertly recorded, he told the officials 
that he wanted to take off his ‘BSGR hat’, 
adding that: ‘I don’t like the direction 
the shareholder is taking the business... I 
don’t want to be part of that solution.’ 

According to Richards, who has since 
resigned from Octéa, the company’s 
solution would be to ‘run it, stop it and 
run away... In the absence of having 
investment, this business stops next July,’ 
he told the minister. He then explained 
to the government that it should retake 
control of the Koidu mine, then open 
discussions with companies willing to 
make the capital investment that could 

extend its life by 20 years. 
Although Richards concedes that he 

made these remarks, he argues that they 
were taken out of context. BSGR’s Cramer 
appears to take a relatively benign view of 
Richards’ intervention and has taken no 
legal action against him: ‘Richards walked 
off the reservation,’ chuckled Cramer. 
‘In fact he drove off the reservation so 
fast that [British racing driver] Lewis 
Hamilton might have been driving...’.

Keffi Group spelt out a remarkably 
similar assessment to Richards in its 
August letter to Sierra Leone Finance 
Minister Kaifala Marah: ‘As best we 
know, the only serious alternative to a 
sale to the Keffi Group is for Standard 
Chartered or BSGR to simply harvest the 
cash from Cut 3 at Koidu – which net of 
expenses might equate to US$20 to US$40 
million. The problem with this alternative 
is that it would result in a dead mine at 
Koidu by this time next year. The local 
community and the national government 
would be left with substantial liabilities 
and no ongoing employment.’

nO plan
Such risks have concentrated government 
minds and officials said they were not 
addressed in an 87-page ‘study update’ 
which Octéa presented at last month’s 
London talks. Octéa has not produced the 
technical details previously requested by 
government and offered no investment 
plan to develop the other concessions. 

‘The bank [Standard Chartered] 
and the company [Octéa] accepted that 
they have not done their homework 
properly... we gave them a standstill for 
three months, during which period they 
should be in a position to supply us with 
the information we requested,’ said the 
official. ‘But from all indications... they 
will not be able to provide it.’

BSGR and the Sierra Leone  
government were to release a joint 
statement after November’s talks 
announcing the 90-day standstill but 
could not agree on the text or indeed, 
on what they had agreed on. The 
government had wanted to set out clearly 
that Octéa had promised to make all 
statutory payments as they fell due and 
pay off arrears on all taxes and tariffs 
owed to government within four weeks 
of 18 November.

Standard Chartered then proposed a 
line stating that it would commission an 
independent project manager to represent 
Octéa’s creditors and provide detailed 
reports of progress over the 90 days. 
Octéa favoured a blander, more upbeat 
version avoiding all reference to creditors 
and speaking about the ratification of the 
agreement made in London.

Beyond the 90-day standstill, there is 
a little on offer currently to resolve the 
crisis. Even if BSGR were willing again 
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to try to sell Octéa, the company’s $150 
mn. debt could still prove a stumbling 
block. Some prospective buyers have 
offered to buy the debt at a deep discount 

but Cramer says they are not living ‘in 
the real world’. He says that any sale 
would have involved the buyer taking on 
the entire Octéa liabilities. With neither 

government nor Octéa able to agree on a 
solution in this game of nerves, it seems 
both sides are looking again to Standard 
Chartered Bank to take the initiative. l 

mozambique

Nyusi’s nightmare
The new President is still struggling for mastery of the state, while a 
legacy of chronic corruption hangs over the latest IMF deal

As the austere consequences of 
an International Monetary Fund 
emergency loan sink into public 

consciousness, Filipe Nyusi is still 
struggling to gain the control that election 
as President should have given him over 
party and state. It is nearly a year since 
he started his term of office on a wave of 
good will. A humble leader who promised 
to bring about better governance and 
transparency, he built support at an 
impressive speed. The fact that he was 
not a veteran of the governing Frente de 
Libertação de Moçambique’s liberation 
war was a breath of fresh air after the 
authoritarian rule of Armando Guebuza. 
Much of that good will has faded and the 
country now feels less indulgent and is 
demanding results.

Mozambique is in a critical 
phase. Tension between Frelimo and 
the opposition Resistência Nacional 
Moçambicana (Renamo) deters foreign 
investment. Yet Nyusi’s efforts to build a 
lasting peace are continually undermined 
by recalcitrant Guebuza-loyalists and 
Stalinist Frelimo die-hards.

Mismanagement in the past now 
brings the prospect of social problems as 
the sudden depreciation of the metical 
pushes up the cost of living. Fears are 
growing that, with Nyusi struggling, 
party politics will prevail at the expense 
of the economy. The biggest shock for 
Nyusi’s team on taking office was the 
empty cupboard of public finance (AC 
Vol 56 No 8). 

The IMF has now given the 
government a US$286 million emergency 
loan. It follows massive debt repayments 
in September, including $103 mn. on 
behalf of the state tuna fishing company, 
Empresa Moçambicana de Atum 
(Ematum), which were the final straw 
for the Bank of Mozambique’s already 
depleted reserves (AC Vol 56 No 14). It 
is this, rather than the more frequently 
noted crisis in commodity prices, that has 
exacerbated the shortfall. 

The government had said it would 
renegotiate to extend the repayment 
schedule and reduce the interest rate on 

the $850 mn. Ematum loan but it has 
failed so far. The IMF intervention is 
intended to bolster the reserves before 
they fall below the minimum acceptable 
level of $2 billion. Currently close to this 
threshold, Mozambique can cover little 
more than three months of imports.

The loan is a desperate move that 
comes as part of an 18-month IMF 
package of austerity measures to stabilise 
the economy and the metical. After years 
of what the Fund called ‘excessively 
expansionist policies’ – in other words, a 
reckless spending spree – this year’s cuts 
are set to deepen. The government must 
slash its 2016 budget by a further 2% of 
gross domestic product in order to meet 
IMF deficit reduction targets. The targets 
and the debt service will have an impact 
on public sector pay and investment in 
infrastructure, which respectively fell 
by 0.4% and 2% of GDP in this year’s 
budget.

The public is likely to feel the shock 
most dramatically in increased import 
prices. Now the second-worst performing 
currency in Africa, after Zambia’s, the 
metical has depreciated by over 50% 
againt the US dollar since January. On 
12 November the central bank ran out 
of US dollars with which to support the 
currency, and last week the value of the 
metical fell another 21%. One dollar buys 
M59, with predictions widespread that it 
will reach 70 by Christmas. 

Nyusi and Finance Minister Adriano 
Maleiane blame external factors, namely 
the crash in commodity prices, a strong 
US dollar and reduced general budget 
support from donors, a theme that most 
major media picked up. This is only part of 
the story. Mozambique’s inability to cope 
with these external shocks is largely self-
inflicted. Guebuza left behind a political 
and financial mess that has transformed 
the economy from one of the most 
promising on the continent to the brink 
of crisis, with no safety net to protect 
it from the effects of a rapid decline in 
its inflow of dollars. Last week, Prime 
Minister Carlos Agostinho do Rosário 
acknowledged that the trade deficit was 

also a problem. Rising imports mean a 
greater demand for dollars, while little 
has been done to boost exports.

Despite the crisis, political interference 
persists in the Bank of Mozambique. The 
government ignored private warnings 
from the IMF in 2013 that it should allow 
some natural depreciation of the metical 
to prevent a sudden, uncontrolled crash 
as occurred this November. Guebuza was 
determined to keep the metical strong at 
32 to the dollar to avoid price increases 
before the 2014 elections. As well as 
excessively propping up the currency, the 
Bank also wasted dollars by selling them to 
companies at a discounted exchange rate, 
Africa Confidential has learned. Critics of 
the scheme, known as the ‘administrative 
exchange’, say it benefitted companies 
belonging to Guebuza and his allies. One 
source close to the Bank estimated that 
it drained hundreds of millions of dollars 
from the reserves. Although the country 
was already in dire financial straits, the 
scheme was stopped only a few weeks 
ago. Meanwhile, the shortage of dollars 
is exacerbated by a worsening security 
situation that encourages people to move 
their dollars overseas, especially among 
the wealthy Asian business community, 
against whom a kidnapping campaign 
shows no sign of abating.  

With most of it in dollars, the metical’s 
crash has made the external debt more 
expensive, pushing it up to 40% of GDP, 
which is on the threshold of high risk 
of  debt distress. Unless it takes drastic 
action immediately, the government risks 
insolvency. 

private sectOr grief
In the private sector, the shock has been 
too great for many and senior banking 
sources say they expect a wave of 
businesses to default on their loans from 
this week. The business confederation, the 
Confederação das Associações Económicas 
de Moçambique, says the private sector 
will have to put up prices by 30% across 
the board. Meanwhile, prices of food and 
drink in general are already starting to 
rise.

As a consequence, the government 
faces a high risk of public discontent, 
especially as Christmas approaches. It 
has lost the option of introducing fuel 
subsidies, as it did in 2008, because there 
is no more money. It has not paid the 
bread subsidy for six months. With the 
looming threat of losing public transport 
subsidies, strikes are planned. Salaries 
have not yet risen but when they do, it 

Prepared for Egidio Raposo on 14/12/2015 at 12:07.  Authorized users may download, save, and print articles for their own use, but may not further disseminate
these articles in their electronic form without express written permission from Africa Confidential / Asempa Limited.  Contact subscriptions@africa-confidential.com.

U84585
Administration

P
ro

pe
rt

y 
of

 A
se

m
pa

 L
im

ite
d



4  4  D e c e m b e r  2 0 1 5  •  V o l  5 6  -  N °  2 4  •  A f r i c a  C o n f i d e n t i a l

ematum debt erodes imf trust
Mozambique’s current financial drama is testing its relationship with the International 
Monetary Fund to the limit. It raises questions about the IMF’s policy of dialogue in a 
country still so lacking in transparency and accountability. President Filipe Nyusi’s 
government wants to rebuild trust with the Fund, which has decided to stay and give 
the government a final chance. 

That won’t be easy for either party. The new US$286 million emergency loan 
is the most that the IMF can allow, given its calculations based on the size of the 
economy. On top of stringent measures to set the economy back on track, it may 
need to demand more unpleasant policy adjustments to ensure that its loan will 
achieve its intended purpose. Some critics say the loan is not enough and that the 
Fund should be more flexible about how much it can lend, especially in contrast to 
the immense sums expended in recent European bailouts. 

The government has made its choices and in going to the IMF, it has no option 
but to swallow higher interest rates and spending cuts that will stifle its economic 
boom. It’s a necessary price for stabilisation, says the Fund, and is being paid only 
because of irresponsible past behaviour. Mozambique has lost much donor support 
over Ematum, and the Fund is helping bring in overdue reforms aimed at preventing 
similar scandals. So, how did things get so bad?

The former President, Armando Guebuza, ignored the IMF’s warnings, say 
sources close to the Fund. In the wake of the Highly Indebted Poor Countries 
programme, which saw massive forgiveness of developing country debt by 
industrialised country creditors, the IMF allowed the recipient countries to chart 
their own courses. 

During this period, Guebuza’s government progressively indebted itself further 
and further while the Fund’s laissez-faire view forbade intervention. Then, just as 
the IMF was trying to coax the government back on to a more prudent path, it was 
blind-sided by the deal for the Empresa Moçambicana de Atum (Ematum), which 
overnight doubled the annual national debt obligations, from $200 mn. to $400 mn. 
Although it was Guebuza’s government that borrowed, it is Nyusi’s that has to make 
the repayments. The situation has strained relations between the government and 
the Fund, leaving the latter with the most distrust to overcome, the sources said.

In order to restore public finances and avoid burning through the IMF Loan, 
Mozambique needs to renegotiate the $850 mn. Ematum loan. The next $100 
mn. tranche is due in March and the $200 mn. annual payments come at the 
expense of priorities such as education and health – if they can be sustained at all.  
Talks are going badly, we hear from sources close to the banks. The government 
insists the company is still viable, giving the banks little incentive to restructure the 
debt. 

Failing to come clean about the enormity of the Ematum disaster could place 
the government in a disastrous position. Yet fears are growing that Nyusi won’t do 
this and that worse scandals lie under the Ematum veil that Maputo cannot allow 
sight of.  l

tanzania

How real the zeal?
The President has taken some notable scalps over corruption but if his 
campaign persists, he will face organised high-level resistance

F our weeks into President 
John Pombe Magufuli’s new  
government, many are still 

scratching their heads. Some see 
him as a compromise candidate who 
is dependent on and subservient to 
his party Chairman and presidential 
predecessor, Jakaya Mrisho Kikwete. 
Others admire his apparent asceticism 
and see him making a mark not only 
within Tanzania but across East Africa.

He hasn’t just put the fight against 
corruption at the top of his agenda, 
he has ordered several senior arrests. 
His longer-term plans include an old-
school vision of Tanzania’s much-needed 
industrialisation. Ultimately, both are 
connected. If he is to succeed in the 
first and deliver the foundations for the 
second, he will have to withstand mighty 
pressure from home and overseas. 
By suspending the Tanzania Revenue 

Authority head, Rished Bade, Magufuli 
may finally deliver what has eluded his 
predecessors: a high-profile conviction 
(AC Vol 56 No 23). Yet the proof of his 
zeal will be his attitude to prosecuting 
the preceding TRA chief, Harry Kitilya 
(AC Vol 49 No 2). He was named in a 
London High Court judgement this week 
as an intermediary in a US$600 million 
bond placement two years ago.

On 27 November, the new Prime 
Minister, Majaliwa Kassim Majaliwa, 
made a surprise visit to the TRA’s head 
office where, in front of the media’s 
cameras, he suspended Bade, along with 
eight others, pending an investigation 
into the disappearance of 349 shipping 
containers from the TRA’s records. 
They had been transferred to an inland 
container terminal owned by one of the 
country’s wealthiest men, Said Bakhresa 

will not be in line with inflation. At the 
Ministry of Fisheries, salaries have not 
been paid at all for two months, we 
hear. 

There is some hope on the horizon, 
with the prospect of hundreds of millions 
of dollars of gas sector investment 
arriving next year. Ten days ago, difficult 
negotiations between United States’ oil 
company Anadarko and the government 
over the firm’s liquefied natural gas 
project in the north made sufficient 
progress for $1.2 bn. of early works to 
begin next year, sources close to the 
negotiations tell AC. 

MOre dOllars
Around $400 mn. of that is expected to 
enter the local market. It isn’t revenue for 
the Treasury but an increase in dollars 
in circulation will help to stabilise the 
metical. The results of the fifth bidding 
round for oil and gas concessions in 
October are also good news, with the 
entry of US major ExxonMobil, as well as 
Norwegian state oil company Statoil in 
partnership with ENI and South Africa’s 
Sasol.

Yet relying on the still uncertain 
developments in the gas sector is risky, 
as Mozambique has already discovered. 
Also, the IMF loan is meant to stay in the 
reserves, bringing down the debt-to-GDP 
ratio. Mozambique is supposed to free 
up cash through serious spending and 
import cuts. 

There is a consensus amongst 
analysts that realistically, the country 
needs closer to $800 mn. to avert crisis. 
Meanwhile, security sources tell AC that 
more military equipment is arriving 
– including around ten more naval 
interceptors – accompanied by expensive 
training programmes. It is unclear where 
the money is coming from at a time when 
government can’t pay school teachers.  l
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(AC Vol 56 No 19). The duty evaded was 
over $37 mn. for these containers alone, 
Majaliwa claimed.

The suspensions at TRA are 
significant. They include Deputy Director 
Lusekelo Mwaseba and four department 
heads in charge of Customs, Customer 
Care, Information Technology and 
Inland Container Terminals. If they are 
proved to be involved, it could show that 
customs-related corruption networks 
stretch from the port to the top of the 
TRA and probably other agencies, as 
well as the privately owned and operated 
inland container terminals.

The targeting of Bade needs to be seen 
in the wider context of a British Serious 
Fraud Office investigation into the issue 
in 2013 of a $600 mn. bond through 
South Africa’s Standard Bank under 
unusual private placement conditions. 
The Deferred Prosecution Agreement 
– its first – that the SFO finalised on 30 
November describes an intermediary 
company in the deal, Enterprise Growth 
Management Advisors, which took a 
$6 mn. or 1%, fee, though there was 
no evidence of any services rendered. 
One of the three EGMA directors was, 
according to Lord Justice Brian Leveson 
in his preliminary judgement, Bade’s 
predecessor, Kitilya, who stepped down 
as Commissioner General of the TRA 
five months before the bond was finally 
released. The extra 1% led to Standard 
Bank’s fee rising from 1.4% of the 
transaction to 2.4%. Questions may now 
be asked about the real destination of the 
$600 mn. raised and if it met the fate of 
Kenya’s $2.75 billion Eurobond, 14% of 
which is unaccounted for. 

Investigations by the Swahili daily 
Nipashe indicate that avoidance of duty at 
the port is well organised and surprisingly 
simple. Easiest of all is to pick up your 
container and drive it out the gate, 

unrecorded. Sometimes, false paperwork 
may be needed. The more complex scams 
involve collusion with officials in the 
bank where the payment is made who 
can later void the payment as an error. 
The payment of $6 mn. into a company 
account and its rapid withdrawal was no 
more sophisticated.

The lack of sophistication suggests 
high-level protection and, if Magufuli 
and Majaliwa are serious, they will soon 
find obstacles in their way. The scene of 
the container crime is managed by the 
Tanzania Ports Authority (TPA), whose 
Director General, Madeni Kipande, 
was suspended last year over alleged 
corruption in awarding contracts to build 
two new jetties that have been on the 
drawing board for seven years. 

train rObbery
The TRA, the TPA and the Weights 
and Measures Agency have been in 
dispute over the use of flow meters to 
measure petroleum products as they 
are discharged. Consequently, there has 
been no metering of oil imports at Dar es 
Salaam since 2011 and thus no reliable 
way of determining the amount of duty 
owed. The port has also been the scene 
of more dramatic crime in recent years. 
In 2012, police on duty there attempted 
to steal a cargo of copper, making their 
getaway in a locomotive. The same 
night, there was an armed robbery of oil 
drums.

The networks in the port extend 
beyond public agencies. The case of  
the missing containers has touched  
one of the country’s biggest firms,  
Said Salim Bakhresa & Co Ltd. Some, 
if not all, of the missing containers 
were destined for an inland container 
depot owned by Azam ICD, a member 
of the Bakhresa Group of Companies. 
Bakhresa is widely believed locally to 

be the beneficiary of generous import 
duty exemptions. He has interests in 
agribusiness, food-processing, television 
and transport.  

These are the intersections of business, 
politics and public administration that 
President Magufuli spoke of in his first 
speech to Parliament last month. When 
laying out the need for the development 
of Tanzania’s industries and its failure 
to attract investment, he identified two 
enemies: ‘leaders like us in here and 
crooked, deceptive businessmen’. He 
first wants to examine those industries 
that were privatised. Two weeks after 
President Magufuli was sworn in, the 
Treasury Registrar issued a notice to all 
privatised firms, giving them 30 days 
to report on the progress made since 
privatisation, failing which the entities 
would be returned to the state for re-
sale.

intOlerance
He next wants to attract investors, 
in the first instance into sectors that 
process local materials and serve the 
local market primarily. ‘We import shoes 
from countries that have no cattle!’, he 
told members of parliament. Apart from 
developing infrastructure, how those 
investors will be attracted, other than ‘not 
tolerating officials who block our efforts’, 
he did not say. With two successive TRA 
chiefs implicated in grand corruption 
cases in the space of four days, there will 
no doubt be plenty more to be tackled. 
As the issues of Dar es Salaam’s port 
and the 2013 government bond indicate, 
corruption is deeply rooted, with powerful 
backers in public service and the private 
sector. 

If Magufuli is serious about taking on 
corruption and industrialising the econo-
my, he’ll have to battle this hydra again 
and again. l

sierra leone

Chinese inherit law suit
While villagers sue a major mine over human rights abuses, all the country’s 
iron ore mines remain out of action

Bankrupt iron-ore mining company 
African Minerals Limited is being 
sued for millions of dollars by 142 

Sierra Leonean villagers in the High Court 
in London claiming human rights abuses 
at its former mine at Tonkolili. The multi-
million pound lawsuit has been filed by 
British personal injury lawyers Leigh Day, 
who appeared in court on 30 November 
seeking compensation from AML for 
several alleged abuses, including false 

imprisonment, battery, assault and its 
involvement in the death of a 24-year-old 
woman during an outbreak of violence at 
Tonkolili in 2012 (AC Vol 54 No 6). AML 
went into administration in March, so it 
is its successor as owner of Tonkolili Iron 
Ore Ltd., the major Chinese steel-maker 
Shandong Iron and Steel Group (SISG), 
which finds itself defending the action. 

Leigh Day has already won over 
US$150 million against major corpora-

tions on behalf of individuals and com-
munities affected by their activities. It 
successfully brought a case against Shell 
in Nigeria and represented 30,000 claim-
ants in Côte d’Ivoire against oil-trading 
company Trafigura over the dumping 
of toxic waste in Abidjan (AC Vol 50 No 
18). It has also brought cases against BP, 
Xstrata, Anglo American and Unilever, as 
well as the governments of Morocco, Ja-
pan and the UK. 

AML halted iron-ore production at 
Tonkolili in December 2014 amid a sharp 
decline in world prices. SISG is yet to 
restart production there, leaving thou-
sands of workers jobless and denting 
government tax revenue. Frustrated by 
promised dates for restarting production 
being pushed back, President Ernest Bai 
Koroma, is putting pressure on SISG and 
the AML founder and former Chairman, 
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Vasile Frank Timis, who now owns the 
Marampa iron-ore mine, to commit to a 
firm timetable.

Timis Corporation, the privately 
owned investment vehicle for Frank 
Timis, has been told that it must restart 
operations at Marampa or risk losing its 
mining licence (AC Vol 56 No 18). It’s 
all part of a new campaign led by Mines 
Minister Minkailu Mansaray for better 
utilisation of mineral assets (AC Vol 
56 No 23). Output at the mine halted 
in June. Timis picked up the Marampa 
mine in October 2014 after its previous 
owners, London Mining, went bust. The 
deal provoked an outcry from investors in 
AML, which was producing iron-ore from 
Tonkolili, 100 kilometres or so further 
inland. AML collapsed in March after 
failing to secure funds from its biggest 
investor, SISG, to carry on operations 
amid tumbling iron-ore prices (AC Vol 56 
No 19). 

SISG now runs the Tonkolili mine. 
Koroma pledged in May that under its 
stewardship, Tonkolili would be up and 
running again ‘soon’ but the Chinese 
group is yet to restart exports. SISG has 
been busy tidying up the site, Africa 
Confidential hears, painting buildings 
and ensuring that machinery works in 
an effort to look serious about restarting 
exports.

Meanwhile, contractors at Tonkolili 
are attempting to recoup millions of 
dollars in unpaid fees. Many still have 
equipment there and hope to return 
to work when SISG restarts operations 
but they are reluctant to accept new 
orders from the company until some of 
the outstanding debt has been cleared. 
Although SISG agreed to pay off the 
debt as part of the deal to take over 
Tonkolili, it has put contractors under 
significant pressure to accept discounted 
payments, say local sources. Some 

larger contractors have received part 
payment from Shandong but are yet to 
receive new orders. ‘They indicated to 
the government that production would 
start at the beginning of December but 
nothing has happened on site yet,’ said 
one insider. ‘I think with [SISG]’s type of 
approach, they will manage to get out of 
promised timelines to the Sierra Leonean 
government.’

Koroma met Chinese President 
Xi Jinping in New York at the end of 
September, where they reiterated their 
desire for mutual cooperation, and 
discussed industrial and infrastructure 
plans. Official accounts made no mention 
of SISG’s commitment to Tonkolili. 

While contractors wrangle with  
SISG over debt payments, the iron-ore 
market remains at its lowest point for 
a decade and analysts forecast that 
restarting mines will drive prices down 
further.  l

mali

Attack targets peace deal

The Bamako hotel attack is meant to hinder the Algiers accord, which 
recently showed signs of gaining greater acceptance

T he days since Islamist gunmen 
attacked the Radisson Blu hotel in 
Bamako on 20 November, killing 

20 civilians, have confirmed both the 
scale and complexity of the security 
challenge Mali faces. As they search for 
the killers and their accomplices, the 
government and its international allies 
struggle to contain the threat from 
terrorist groups in the north, centre and 
even far south of the country.

Last week a French soldier died and 
two were wounded when their vehicle hit 
a mine. With opposition agreement, the 
government has postponed regional and 
municipal elections that were already 
overdue because of insecurity. That means 
yet more delay to the decentralisation 
that is a key element of June’s Algiers 
peace agreement ending the conflict 
with the northern autonomist rebels of 
the Coordination des mouvements de 
l’Azawad (CMA; AC Vol 56 No 13).

First to claim credit for the hotel 
attack was Al Mourabitoun, led by the 
Algerian jihadist Mokhtar Belmokhtar, 
in alliance with Al Qaida in the Islamic 
Maghreb. Yet soon afterwards, the Front 
de libération du Macina said it had carried 
out the assault jointly with Ansar Eddine. 

All these groups had motives for 
reasserting their profiles at this time. 
Belmokhtar and AQIM need to remind the 

world that they are still major players at a 
time when Syrian-based Da’ish (‘Islamic 
State’) and its affiliates, including in 
Libya, have been grabbing the headlines 
with attacks in rapid succession in 
Turkey, Lebanon and France. After being 
linked to a spate of attacks in the Mopti 
region, the FLM suffered a setback when 
the authorities detained Allaye Bocari 
Dia, who has played a key role in its 
financing and is seen as the right-hand of 
the FLM leader, fiery preacher Amadou 
Koufa. Ansar Eddine is under pressure to 
reassert its profile for fear that its appeal 
to disenchanted young Tuareg could be 
eroded by the gathering momentum of 
the northern peace process. In recent 
weeks, an audio recording made in 
October has emerged in which Ansar 
Eddine leader Iyad ag Ghali condemns 
the Algiers deal. 

Ag Ghali is both a committed Islamist 
and a bitter personal rival of leading 
secular autonomists, who stymied 
his 2011 bid to become leader of the 
Mouvement national de libération de 
l’Azawad (MNLA), which is now part of 
the CMA (AC Vol 53 No 8). Although the 
FLM and Ansar Eddine had motives to 
stage a big attack, it is not clear whether 
they were equipped to carry one out. 
The FLM, which recruits mainly from 
local Peul (Fulani), would have been 

operating well beyond its usual comfort 
zone around Mopti.

Al Mourabitoun is still widely viewed 
as the more likely organiser of the 
Bamako attack. The large-scale targeting 
of foreigners – besides Malians, the dead 
included people from Senegal, Belgium, 
China, Russia and the United States – 
is reminiscent of 2013’s attack on the In 
Amenas gas plant in Algeria. That was 
organised by Belmokhtar and 40, mostly 
foreign staff, were killed (AC Vol 54 No 2). 
Despite reports that Belmokhtar died in a 
US air strike on Libya last summer, he is 
believed to be still alive and operational. 
Moreover, there are suggestions that 
the two attackers killed by the Malian, 
French, US and United Nations special 
forces that ended the Radisson siege, had 
been overheard speaking English with 
Nigerian accents. Al Mourabitoun was 
born of an alliance between Belmokhtar 
and the remnants of the Mouvement pour 
l’unicité et le jihad en Afrique de l’Ouest, 
whose activities in eastern Mali in 2012-
13 were reported to have attracted some 
Boko Haram fighters (AC Vol 56 No 1).

Whoever was ultimately responsible, 
the hotel attack shows that Mali faces 
both a conventional urban terrorism 
threat, as well as attacks in the provinces. 
Obvious targets are the sort of places in 
the capital favoured by foreigners, as 
happened in the attack on a restaurant, 
La Terrasse, in Bamako’s Hippodrome 
district on 7 March. The hotel attack 
can also be seen as a follow-up to the 
attacks in Paris one week earlier, on 13 
November, particularly given France’s 
heavy military engagement in the 
struggle against Islamist militants in 
Mali. There are unconfirmed reports that 
the gunmen made a particular effort to 
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Somalia has long been seen as too 
risky for even the hardiest foreign 
investors but now a new band of 

British money-men, adventurers and 
politicians is setting up shop there. A 
former Home Secretary and Conservative 
Party ex-leader Baron Michael Howard of 
Lympne QC, who took the chairmanship 
of Soma Oil and Gas in 2013, is merely 
the most prominent of the bunch (AC Vol 
56 No 16). All the ventures are related 
to resource exploitation or construction. 
Some have attracted criticism from the 
United Nations Monitoring Group on 
Somalia and Eritrea (UNMGSE) because 
a legal regime for tax and regulation does 
not exist.

Soma has been the subject of a 
criminal investigation in London since 

August as to whether its ‘capacity building 
programme’, which paid the salaries of 
key figures in the Somali Oil Ministry, 
amounts to bribery.

Regardless of the impeccable British 
establishment connections of many of 
the business people, claims of British 
government involvement do not stand 
up to scrutiny. The most recent placing of 
clear blue water between the businessmen 
and the government came in a reply by 
Grant Shapps, who until last weekend 
was Minister of State at the Department 
for International Development, to a letter 
from the Earl of Clanwilliam, Patrick 
James Meade, known as Paddy Gillford. 
A former special advisor to the Tory Party, 
Gillford had written in October to ask 
for the British government’s assistance 

in opposing a proposed moratorium on 
oil exploration in Somalia that is under 
consideration at the UN Security Council. 
Shapps refused sharply, citing UNMGSE 
concerns about the absence of a local 
regulatory framework. Then with the 
Soma experience with the Foreign and 
Commonwealth Office no doubt in mind, 
he added, ‘We do not – and have not – 
lobbied on behalf of oil companies for 
contracts in the sector.’

Suspicion about British business 
involvement in Somalia was fuelled 
mainly by the party links between 
Howard and the leadership role Prime 
Minister David Cameron said he 
wanted to take on Somalia at the London 
Conference on Somalia in February 2012 
(AC Vol 53 No 4). 

fishy deals
A notable British Tory leading the charge 
in Somalia is Sir Anthony (Tony) Brian 
Baldry, who was Conservative member of 
parliament for Banbury from 1983 until he 
stepped down on 30 March 2015. Baldry 
has a long history of working in Somalia, 
both in a personal capacity and as an 
MP promoting international recognition 
for Somaliland. On 26 February, in 

somalia

The Brits are coming

Curiosity is growing as to why business people close to the Conservative 
Party are so interested in such an unstable part of the world

find the Air France crew staying at the 
hotel: all twelve were safely evacuated.

But jihadists could also have had 
strong domestic Malian motives for 
the hotel attack. Mongi Hamdi, head 
of the UN peacekeeping operation, the 
Mission multidimensionnelle intégrée des 
Nations Unies pour la stabilisation au 
Mali (Minusma), pointed out that it had 
been launched just as the main parties 
to the Algiers peace deal were meeting 
in Bamako for talks on how to take the 
process forward. The peace process is 
starting slowly to gather pace and could 
begin to shift the political momentum 
in the north away from the Islamist 
agenda.

After their earlier squabbles 
over territory and positions on the 
implementation committee, the CMA 
and the pro-government militia alliance 
known as Plateforme have begun joint 
patrols near Gao. Preparations for 
demobilisation have been slowly under 
way for several weeks, with fighters 
trickling into three designated assembly 
camps, including sites at Toya, between 
Goundam and Timbuktu, and at Ber, east 
of Timbuktu. 

Progress is fragile. Civil servants 
and elected officials have been targets 
for jihadist attacks, undermining the 
efforts to restore basic administration 
and services for the northern population 
as officials quit the area. Ansar Eddine 
claims responsibility for a 28 November 

attack on a Minusma base in Kidal, killing 
three; and the next day four migrants 
were killed when gunmen attacked the 
vehicle they were travelling in near 
Anéfis. Political decentralisation and the 
relaunching of development programmes 
are supposed to be the next step, followed 
in the more distant future by long-term 
projects such as the building of a new 
university at Timbuktu. None of this can 
happen, however, so long as security is 
weak.

disruptiOn
In the short term, the hotel attack will 
disrupt efforts to support the peace 
process, as meetings are postponed and 
international partners review security 
precautions. Among those murdered was 
Geoffrey Dieudonnè, a young Belgian 
specialist in parliamentary affairs. 
Survivors included Adama Ouane, the 
Malian deputy head of the Organisation 
internationale de la francophonie, who 
was preparing a visit by its Canadian 
Secretary General, Michaëlle Jean. The 
OIF is now postponing the two missions 
planned for December. Domestic and 
international players engaged in the peace 
process need to restore its momentum 
quickly. Ouane insists the OIF will come 
back to Mali and continue its work.

The CMA and the Plateforme rapidly 
issued a joint condemnation of the attack. 
Minusma has been operating joint patrols 
with Malian security forces in Bamako. 

At a regional level, the G-5 grouping of 
Sahel countries (Burkina Faso, Mali, 
Mauritania, Niger and Chad) has 
decided to create a joint regional force, 
and a defence and security committee (AC 
Vol 55 No 9). The G5, established in early 
2014, initially focused on coordinating 
government security and development 
strategies; the new plan to create a joint 
force would be a step change in the scale 
and status of G5 activity. 

There were tough private debates 
among UN Security Council members 
in the run-up to the presentation of a 
situation report by Hiroute Guebre 
Sellassie, the UN Special Envoy for the 
Sahel. She gave a stark warning of the 
dangers of Islamist radicalisation in the 
region.

cOMMitMent
Many key external partners are pressing 
forward with reinforced support and not 
allowing themselves to be hamstrung 
by the diplomacy. The European Union 
had already reiterated its financial 
commitment to the Sahel some weeks ago, 
while donors pledged continued support 
for Mali at talks in Paris in October (AC 
Vol 56 No 20). Now, in the wake of the 
Paris and Bamako attacks, Germany has 
announced that it will send 650 troops 
to join Minusma, in addition to the 200 
soldiers it contributes to the EU mission 
retraining the Malian army. Ireland may 
also contribute troops to Minusma. l
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his final month in Parliament, Baldry 
incorporated a company called Anglo 
Somaliland Resources Limited (ASR). The 
company then signed a contract with the 
breakaway government of Somaliland in 
August, the terms of which were revealed 
in the UNMGSE annual report in October. 
ASR would be given exclusive rights to 
fish the territory’s coastal waters, the 
report said, and to sell fishing licences to 
third parties. In return, it would pay the 
Hargeisa government a US$500 signing 
bonus, as well as $2,000 annually and 
40% of revenue from the sale of fishing 
licences.

Baldry claims the UNMGSE had 
‘completely misunderstood the nature 
and the meaning of the contract’. In a 
series of terse responses to a Bloomberg 
news agency reporter published on the 
ASR website, Baldry denies that ASR 
has been granted ‘exclusive’ control of 
Somaliland’s fisheries and says it has 
only the right to grant ‘sub-licences’. He 
argues that the deal is solely a ‘marketing 
and promotion exercise on behalf of 
the Somaliland government’ that will 
assist responsible companies to ‘properly 
acquire fishing licences from the Ministry 
of Fisheries’. Bloomberg has not published 
any report on ASR since.

On 18 November, ASR published a 
letter inviting tenders for fishing licences 
offshore Somaliland to be addressed 
to Sir Tony at ASR’s business address in 
the village of Pulborough, West Sussex. 
Baldry has considerable experience 
working in Somaliland, during which time 
he has established a close relationship 
with political and business elites in both 
Hargeisa and Mogadishu. While an MP, 
he travelled regularly to both Somalia 
and Somaliland, and in February 2014, 
met Somali President Hassan Sheikh 
Mohamud at the British Embassy in 
Mogadishu, along with the then British 
Ambassador, Neil Wigan. Baldry said 
they had discussed plans for restoring 
stability in Somalia, though no minutes 
were kept of the meeting. Just days later, 
Baldry was made an honorary citizen of 
Somalia. 

Baldry was also an advocate 
of Somaliland’s independence in 
Westminster, co-chaired the Somaliland 
All-Party Parliamentary Group and 
chaired Parliament’s International 
Development Committee. He stepped 
down from this latter position in 2005, 
shortly after he was found to have 
breached the MPs’ code of conduct for 
failing to declare a financial interest 
in a mining company called Red Eagle 
Resources, which operated in Sierra 
Leone. As recently as mid-November, 
Baldry was lamenting the failure of the 
international community to respond to 
Somaliland’s calls for independence, 
saying its claim was a lot stronger than 

that of countries such as Eritrea or South 
Sudan.

Alongside his parliamentary roles, 
Baldry was a non-executive Director of 
a mining company in Somaliland called 
Invicta Africa Ltd. The most recent record 
of his involvement is in Parliament’s 
2007 register of members’ interests. His 
Invicta partner was the London-based 
businessman Mohammed Yusef, one 
of Somaliland’s wealthiest individuals 
who has the ear of President Ahmed 
Mohamed ‘Silanyo’. Much of Yusef’s 
wealth is tied up in his private equity 
firm Invicta Capital, headquartered in 
London’s St. James’s Square, but he too 
has invested in Somaliland’s emerging 
fishing industry through Pontus Marine 
Ltd. This is based at the same St. James’s 
address, with offices in the fishing ports 
of Berbera and Yusef’s home town of 
Maydh.

Pontus counts among its directors 
another leading Tory, Henry Bellingham, 
MP for North West Norfolk. He became 
non-executive Chairman in 2013 and 
receives £1,955 a month for two to four 
hours’ work, advising on strategy and 
corporate governance. He was awarded 
the position just ten months after losing 
his post as junior Minister for Africa 
and the Caribbean in a September 2012 
reshuffle.

unregulated fishing
The greatest concern about the 
involvement of foreign companies in 
fishing in the Horn of Africa lies in 
the absence of a legal and regulatory 
environment, itself problematic while 
Somaliland remains internationally 
unrecognised. There is also concern that 
foreigners handing out licences to other 
foreigners could well lead to clashes with 
local fishermen. Opinions about the state 
of the fisheries differ. Baldry’s business 
partner, Ian Fenwick, calls the offshore 
waters an ‘overstocked pond’ because 
of the absence of officially sanctioned  
fishing. Some environmental 
organisations, however, such as the 
United States-based One Earth Future 
Foundation, claim there has been 
massive over-fishing. A One Earth report 
says unregistered or illegal foreign fleets 
make annual catches of 132,000 tonnes, 
worth some $306 million and more 
than three times the amount caught by 
local fishermen. Many trawlers have 
been seized by pirates, however, and 
their crews held for ransom, confusing 
the picture about fish stocks. The ASR 
tender document says Somaliland can 
sustainably yield up to 250,000 tn. a 
year.

British business people have 
been accused of wanting to plunder 
Somalia’s resources but it is easy to come 
unstuck. The UNMGSE has repeatedly 

highlighted the case of another British 
company, Somalia Fishguard Ltd., which 
moved its registration from London to 
Mauritius. It signed a deal with Somalia’s 
Transitional Federal Government in 2013 
to sell fishing licences to bidders while 
also managing maritime security by 
forming a Somalia Fisheries Protection 
Force. In its 2014 report, the UNMGSE 
warned of the dangers of such a dual 
role. The Ministry revoked the Somalia 
Fishguard deal and then signed contracts 
with nine Chinese-flagged long-liners 
to fish for tuna this year instead,   
cutting Fishguard out.

Somalia Fishguard is undeterred, 
however. One of its government 
supporters was Abdirizak Omar 
Mohamed, Natural Resources Minister 
at the time of the signing and now 
Internal Security Minister. He was Oil 
Minister when Soma signed up with his 
government (AC Vol 56 No 4). Somalia 
Fishguard hopes to launch a security 
arm in Somalia, Saladin Security, which 
bills itself as the oldest Western private 
security company in operation. Saladin 
uses the same Kensington address as 
Somalia Fishguard did. David John 
Walker, a former member of Britain’s 
elite Special Air Service, is on both 
their boards. He helped to set up the 
private security and business intelligence 
company Control Risks in the 1970s. 
Saladin already has relations with the 
Somaliland government, with which it 
plans to form an Oilfield Protection Unit. 

Saladin may also benefit from its 
relationship with Abdullahi Haider, a 
senior figure in Mogadishu’s Oil Ministry 
who, the UNMGSE says, introduced the 
company to President Hassan Sheikh in 
2013. Abdullahi is known to be close to 
the President, some say a distant relative, 
and is thought to have been instrumental 
in all oil deals between government and 
foreign companies. He is also one of the 
recipients of capacity-building payments 
from Soma Oil and Gas.

new MOgadishu
One of the more surprising deals involving 
British political personalities concerns 
Afzal Raza Amin. A former captain in the 
British army’s Royal Engineers, he came 
to prominence when he was standing as 
Conservative Party candidate for Dudley 
North in the 2015 general election. Amin 
was the target of a Daily Mail sting 
operation in which he was exposed for 
making a secret pact with the far-right 
English Defence League. According to the 
report, he plotted with the EDL to plan 
an inflammatory march against a local 
mosque that he would later claim the 
credit for defusing. He was subsequently 
forced to resign his candidacy.

Afzal Amin, who served in 
Afghanistan and Iraq, has now popped 
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D eputy President Cyril 
Ramaphosa’s prospects of 
succeeding President Jacob Zuma 

in 2019 – in steep decline recently – 
changed for the better last week with 
his endorsement by the Confederation 
of South African Trade Unions at its 
elective conference at Midrand. Most 
of the unions present, including the 
powerful public sector ones, threw 
their weight behind his bid to become 
President. Cosatu remains a key third of 
the battered but not yet broken Tripartite 
Alliance, which also comprises the 
African National Congress (ANC) and the 
South African Communist Party (SACP). 

Cosatu had campaigned for Jacob 
Zuma’s presidency against Thabo Mbeki 
in 2007. Its unions have for years also 
provided the foot-soldiers and financial 
muscle for the ANC’s election campaigns. 
After nearly giving up hope before the 
seemingly unstoppable bandwagon 
within the ANC for the African Union 
Commission Chairperson, Nkosazana 
Dlamini-Zuma, Ramaphosa’s camp is 
now emboldened (AC Vol 56 No 23). 

The largest Cosatu affiliate, the 
National Education, Health and Allied 
Workers’ Union, called for ‘consistency 
and stability’. Without naming 
Ramaphosa, it said it wanted the ‘Deputy 
President of the party to become the 
ANC President’. Nehawu insiders don’t 
want the ‘Premier League’ –  a group of 
three Zuma-supporting ANC provincial 
premiers – to ‘parachute Dlamini-Zuma 
to the presidency’, they said. The SACP 

Secretary General, Blade Nzimande, also 
addressed the gathering to voice his anger 
at the Premier League’s machinations in 
favour of Dlamini-Zuma. The League 
comprises the North-West Province’s 
Supra Mahumapelo, Free State’s Ace 
Magashule and Mpumalanga’s David 
Mabuza. The pro-Dlamini-Zuma bloc 
also includes KwaZulu-Natal Chairman 
Sihle Zikalala and the ANC Women’s 
and Youth leagues. 

As its Deputy General Secretary, 
Nkosana Dolopi, pleaded for ‘stability’, 
the South African Democratic Teachers’ 
Union led the charge at the Cosatu 
gathering for Ramaphosa to become 
President. ‘It cannot be that each time 
the ANC goes to a national elective 
conference, it suffers from instability 
which affects the country alliance and 
the country as a whole,’ he told delegates 
to loud applause. He was supported by 
the Democratic Nursing Organisation 
of South Africa, the Police and Prisons 
Civil Rights Union and the South African 
Municipal Workers’ Union. On the other 
hand, the SA Transport and Allied 
Workers’ Union argued that Cosatu had 
no business supporting a particular 
ANC faction and that in so doing, it was 
following a script written by the leaders 
of the SACP. 

Several Cosatu leaders, including 
its President, Sdumo Dlamini, are on 
the SACP Central Committee and they 
want Ramaphosa elected. The Southern 
African Clothing and Textile Workers’ 
Union offered compromise by asking for 

the issue to be discussed only after the 
May 2016 municipal elections. Noticeably 
absent from the debate was the union  
Ramaphosa helped establish in 1982, the 
National Union of Mineworkers (NUM). 

new rOle
A major issue in these debates is 
the prominence of Cosatu in ANC 
factionalism. Its role comes increasingly 
under question as its ability to win 
victories for its members diminishes. As 
it celebrates its 30th anniversary and its 
status as Africa’s biggest trades union 
federation, its record in defence of workers 
compares increasingly poorly with that of 
dissident unions, such as the Association 
of Mineworkers and Construction Union. 
AMCU has cut a swathe through the 
NUM’s membership figures, for example 
(AC Vol 53 No 17). 

Cosatu insiders at the conference 
admitted privately that the federation 
was a ‘product of its time’ and had served 
its purpose by playing a major role in the 
ending of apartheid and the advent of 
democracy. Now, one leader told Africa 
Confidential, ‘it’s time for something 
else’.

The issue of whether Cosatu should 
have a primarily political or industrial 
role has led to bitter internal strife, 
including the expulsion of its biggest 
affiliate, the National Union of Metal 
Workers of South Africa (NUMSA, AC 
Vol 55 No 22). With its 340,000 members 
have also disappeared the dues that were 
vital to Cosatu. The federation is in the 
humiliating position of having to accept 
the largesse of big business to stage its 
conference. Its sponsors were billionaire 
mining magnate Patrice Motsepe of 
African Rainbow Minerals, and the 
investment groups Investec and Old 
Mutual.

NUMSA’s expulsion followed its 
decision in 2013 not to support the 
ANC in the May 2014 elections. NUMSA 
leaders called Dlamini, a staunch Zuma-

south africa

Cyril looks to his heartland
Everything seemed to be going the President’s way in the succession battle 
but then his deputy rallied his troops

up in Somalia with his company UKS3, 
which describes itself as ‘an international 
strategy advisory specialising in 
fragile states and frontier markets’. It is 
attempting to launch a major building 
project 25 kilometeres from the capital. 
A UKS3 brochure says it has ‘successfully 
negotiated the acquisition of a  
25 sq. km. beach front site’ that will  
house a secure enclave for luxury 
villas, hotels, a diplomatic area and 
shopping malls. In addition, it boasts of 
being awarded six licences to support 
the enclave in telecommunications, 
infrastructure, livestock, fisheries, 
banking and energy.

Observers familiar with the deal told 

Africa Confidential they doubted the 
project would get off the ground. UKS3 
reckons $200 mn. in capital investment 
will be necessary in the first year, a huge 
sum for such a risky project, not least 
for a company with no apparent track 
record and a nominal value of £10,000 
($15,000). The project has not received 
the approval of the donor-backed 
Financial Governance Committee, which 
oversees contracts awarded by the Somali 
government and would be necessary for 
the award of licences.

right peOple
What is surprising, though, is the 
appearance in the brochure of 

photographs of Amin beside the 
President and with other ministers at a 
‘planning conference’ in London in 2014.  
Among the dozen or so people pictured 
posing with Amin at the London meeting, 
AC has identified National Security 
Advisor Abdirahman Sheikh Issa  
and Abdikarim Hussein Guled,  
leader of the Galmudug interim 
administration, a former Security 
Minister and a founding member  
of Damul Jadiid, the Muslim Brother 
splinter group to which President  
Hassan Sheikh also belongs (AC Vol 
56 No 14). These, at least, suggest that 
the proposal is being seen by the right 
people. l
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zimbabwe

Pepsi’s political partner
The drinks company’s lucky new ‘indigenisation’ partner just happens to be 
married to Robert Mugabe’s niece

PepsiCo Incorporated has appointed 
Adam Molai, a businessman married 
to President Robert Mugabe’s 

niece, Sandra Molai, as its partner 
for a new bottling plant in Zimbabwe, 
Africa Confidential has learnt. Molai 
has been  been given a 15% stake in the 
business, with the option to increase 
his shareholding ‘over time’ (AC Vol 55  
No 18). The United States’ multinational 
food, snack and beverage corporation, 
will not be investing in Zimbabwe directly 
but through an Indian firm owned by 

billionaire businessman Ravi Jaipuria.
The decision to appoint Molai as the 

‘empowerment’ partner was made after 
Jaipuria failed over the past three years to 
secure the requisite approvals to open the 
plant in Zimbabwe, our sources say. Under 
the terms of Zimbabwe’s Indigenisation 
and Economic Empowerment Act of 
2008, foreign investors have to give a 
51% shareholding to black Zimbabweans 
but implementation of the law has 
been controversial and uneven. The 
government has recently approved 

several transactions that have allowed 
foreign investors to take over struggling 
local firms completely (AC Vol 50 No 5). 

‘They were not happy with Ravi’s 
white partners in the business,’ said 
one source in the manufacturing sector. 
This was corroborated by a source in the 
ruling Zimbabwe African National Union-
Patriotic Front. ‘PepsiCo’s partners were 
flatly rejected by regulatory authorities 
and were asked to take on board Molai. 
There were no questions asked,’ said the 
highly placed ZANU-PF source.

Jaipuria is setting up the plant in 
Harare through Varun Beverages Limited, 
whose Zimbabwean subsidiary will 
be called Varun Beverages Zimbabwe. 
Varun is part of the RJ Corporation 
Group of India. It describes itself as 
the ‘largest bottler for PepsiCo with 
interests in beverages, food, beer, milk, 
ice-cream, stem-cell, real estate [and] 

supporter, a ‘tsotsi’ (thug), bent only on 
delivering Cosatu to the ANC on a platter. 
NUMSA has since been flirting with 
parties such as the Economic Freedom 
Fighters of ex-ANC Youth League leader 
Julius Malema and has taken soundings 
on forming a new union federation and a 
new political party as well. It even took 
a road-show to solidarity organisations 
in the United States to try to undermine 
the Tripartite Alliance. ‘Let’s not get 
sentimental. It’s not 1985 [the year 
Cosatu formed],’ one founding Cosatu 
leader told AC. 

According to the latest Quarterly 
Labour Force Survey by Statistics South 
Africa, the official employment rate 
was 25.5% in the third quarter of this 
year, up half a percentage point from 
the second quarter, with 5.4 million 

people unemployed and 14.9 million not 
economically active. The sectors hardest 
hit by the slowdown include transport, 
with 24,000 fewer jobs over the year; 
private households, down 11,000 jobs; 
utilities, down 9,000 jobs; and finance, 
down 4,000 jobs. Of 36.1 million people 
of working age, some 15.8 million had 
jobs. 

Cosatu has plenty of other disputes 
going on among its 1.9 million members 
and the disarray was symbolically on 
show as President Zuma was kept waiting 
for several hours while affiliates bickered 
over credentials. He had to leave and then 
return once the procedural questions had 
been resolved. After this unseemly display 
of disunity, continuity was the order of 
the day and only one new appointment to 
the executive was made, that of Deputy 

General Secretary. The winner was Solly 
Phetoe, a supporter of former General 
Secretary Zwelinzima Vavi from North-
West Province. 

Many thought the federation’s re-
elected President, Sdumo Dlamini, 
reflected the new reality when he 
eschewed quoting Marx or Lenin when 
seeking to sum up Cosatu’s activities since 
expelling NUMSA and Vavi. Instead, 
he quoted Albert Einstein: ‘Insanity is 
doing the same thing over and over again 
and expecting different results.’

 ‘At some point Cosatu is going to 
break up. That is the reality we have 
to face,’ confessed one of Cosatu’s old 
sweats from the founding leadership. 
The ANC is terrified by the prospect. For 
some, Ramaphosa is the man to deliver 
unity and avert the unthinkable. l

south africa’s creditworthiness in danger
Credit rating agencies are warning South Africa that it is close to having its rating downgraded. President Jacob Zuma’s government 
is struggling to abide by its target of maintaining debt at less than 50% of gross domestic product.

The cost of insuring against a default by the government is now just a fraction below that for Russia, which markets had already 
given junk bond status. ‘I’ve heard it said that we are sleepwalking into a downgrade,’ the Managing Director and Sub-Saharan 
Africa Regional Manager of Standard and Poor’s, Konrad Reuss, is quoted as saying. Drought, power cuts and a slowing demand 
for exports from China, the largest trading partner, are all to blame.

There is a growing unease about overall economic management, exemplified by the revelations that Dudu Myeni, a close 
presidential ally and friend, and Chairperson of South African Airways (SAA), personally intervened in a 9 billion rand (US$624 
million) deal with the European multinational Airbus Industrie. Myeni was apparently determined to take charge of the deal, which 
had already been signed, to try to include a South African partner of her choice.

Taken aback by this, Airbus executives invoked a penalty clause. As a result, SAA faces demands for an immediate payment 
of R240 mn., which threatens further to undermine the already weakened company. It had previously been bailed out by the 
government, which now guarantees a large part of its debt – R11.5 bn. since 2012.

The SAA revelations are only the latest sign of the way the wind is blowing. Like Eskom and other state-owned companies, 
top management is staffed with loyalists of the President, rather than the best qualified staff (AC Vol 56 No 16). The distribution 
of patronage is critical to the fortunes of rival factions in the governing African National Congress. Those rivalries, mainly over 
the succession to Zuma in 2019, are already so intense that some ANC leaders are prepared to put the safe management of the 
economy in second place. If South Africa is relegated to the status of a ‘junk bond pariah’ international borrowing will become 
considerably more expensive. l
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education’. Molai’s investment vehicle in 
the Zimbabwe venture is called Glaciem 
(Private) Ltd.

Glaciem was registered on 12 March 
2015 and lists its directors as Kim Lynette 
Driscoll, Janine Kaschula, Andrew 
Lowe and Elizabeth Hundermark. 
The listing indicates that Driscoll and 
Kaschula are the 50-50 shareholders 
of Glaciem but we understand that this 
information was given simply to facilitate 
the registration of Glaciem in Zimbabwe. 
Driscoll and Kaschula work for Virgin 
Management Services, which does 
consultancy work for Molai related to the 
project. Lowe is said by sources close to 
Molai to be working with him ‘in helping 
to complete the deal’.

Molai owns a cigarette manufacturer, 
Savanna Tobacco, the largest in the 
country after British American Tobacco’s 
Zimbabwean subsidiary. The two firms 
have been involved in nasty exchanges 
over the past few years, with Savanna 
accusing BAT of sabotage.

After a row in 2012, Mugabe issued 
threats against BAT Zimbabwe. Speaking 
at the launch of the multinational’s 
employees’ share ownership scheme 
– where 26% of shares were issued to 
employees and locals to comply with 
the Indigenisation Law – Mugabe said, 
‘I am dismayed by the information we 
have received over the week that BAT 
operating with groups in South Africa 
have been taking action, illicit action, 
against another group called Savanna 
and lots of things have been happening, 
trucks with cigarettes from Savanna 

being stolen’. He went on: ‘And these 
are briefings from the security... those 
are the things that have been happening 
in order to kill competition and you try 
to undo a competitor in that ugly way. 
That’s not acceptable; some people will 
have to answer for it.’

threats
Vice-President Emmerson Mnangagwa 
made similar threats this year after 
touring the Savanna plant. ‘We need to 
protect our industry from the bigger boys 
and with my military background, I am 
used to dealing with such situations. 
We must investigate the allegations 
[against BAT] so that we move from the 
allegations to real facts on the ground,’ he 
said in what most took to be an attempt 
to ingratiate himself with the President.

Molai has capitalised on his 
relationship with Mugabe to ensure he 
expedites the setting up of the factory, 
sources say. It will be built along Harare’s 
Beatrice Road linking the capital with 
Masvingo and Beitbridge on the border 
with South Africa.

When Mugabe flew to India in October 
for the Africa-India summit, which he 
jointly chaired with Indian Prime Minister 
Narendra Modi, Molai had already 
arranged a meeting between Mugabe 
and Jaipuria on the sidelines to discuss 
‘specifically this deal’, said a source in the 
presidency. After the summit, Mugabe 
instructed all government bureaucrats to 
ensure the quickest turnaround for the 
project and indeed, just over a fortnight 
later, a groundbreaking ceremony took 

place, presided over by Industry and 
Commerce Minister Michael Bimha. 
Together with the Ministry of Finance 
and Economic Development, and the 
Ministry of Youth, Indigenisation and 
Economic Empowerment, Bimha’s 
Ministry had previously been accused of 
hampering the project. That was before 
Molai got involved.

At the groundbreaking ceremony, 
Bimha announced that the plant cost 
US$30 million and would produce the 
PepsiCo products Pepsi, Mirinda, 7up, 
MountainDew and Aquaclear water, 
employing 600 people. State media have 
reported that the project was initiated by 
Mugabe ‘early this year when he visited 
India to engage investors to invest in the 
country and met 16 Indian companies 
that promised to invest in the country’.

It would appear that Molai’s 
contribution to the 15% shareholding 
will not be in the form of cash but of 
high-level contacts and facilitation. Much 
of that, we hear, has been achieved. The 
15% stake is valued at nearly $5 mn., 
judging by Varun’s financial contribution 
to the project. The business may be 
able to profit from tax breaks because 
its regional distributors and local raw-
material sourcing could benefit the 
local economy strongly. While Molai has 
proven his acumen as a businessman, 
much of his success inevitably depends 
on his relationship with Mugabe. Molai is 
a member of the National Indigenisation 
and Economic Empowerment Board, 
where he chairs the Manufacturing 
Sector Committee. l
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Nigeria
THE RETURN OF OPL 245
n The government has reopened the can 
of worms known as Oil Prospecting Licence 
245. President Muhammadu Buhari has 
sent investigators after the beneficiaries 
of the US$1.1 billion that the government 
gave Dan Etete, an Oil Minister under the 
late General Sani Abacha, and his business 
associates (AC Vol 55 No 21). The man most 
prominent in the government cross-hairs 
since Buhari appointed Abubakar Malami 
his Attorney General and Justice Minister, 
is Aliyu Abubakar (AC Vol 56 No 20). Under 
the notorious arrangement brokered by ex-
President Goodluck Jonathan’s Attorney 
General, Mohammed Adoke, Shell and 
ENI paid $1.1 bn. to the government for the 
licence and most of it went to Etete.

The Economic and Financial Crimes 
Commission, which was quiescent 
under Jonathan, has leapt into action 
and hauled Abubakar in for questioning. 
About half of the money the Western oil 
majors paid to Abuja went to accounts 
controlled by Abubakar and thence to 
other accounts.

Perhaps coincidentally, Etete had 
been named in the London High Court in 
the previous week as being at the centre 
of a series of transfers that formed a 
‘corrupt arrangement’ involving Etete’s 
shell company, Malabu Oil and Gas. A 
British government lawyer described 
Etete as a ‘bagman. He has distributed 
the funds to prominent Nigerian figures.’ 
Perhaps it was no coincidence. Some 
media reported that Nigerian and British 
prosecutors have been collaborating 
in investigating corruption. Without 
that, it is improbable that Jonathan’s 
Oil Minister, Diezani Allison-Madueke, 
would have been arrested in London 
in September over alleged bribery and 
corruption. The authorities reportedly 
raided one of her homes in Nigeria at the 
time of her arrest in London. 

In the High Court, Etete sought to 
release $85 mn. of Malabu funds frozen 
on the application of middleman in the 
OPL 245 deal, who claimed that Etete 
had refused to pay him his commission. 
Judgement is expected soon. 

Namibia
HAGE’S BIG TENT
n An overwhelming victory in the 27 
November regional and local elections  
sees the SWAPO Party ever more 
dominant. Winning over new voters from 
outside its traditional Oshivambo power 
base, President Hage Geingob’s party 
won all but eight of 121 constituencies, 
taking control of all 14 regional councils 

for the first time. It also consolidated its 
hold on the 57 local authorities, including 
Windhoek and Walvis Bay. 

The only opposition party left 
standing is the right-of-centre Democratic 
Turnhalle Alliance, which held on to most 
of the council seats it won in 2010 and 
gained a few local authority seats. Both 
the United Democratic Front, whose 
main support comes from Geingob’s 
own Damara community, and the 
Rally for Democracy and Progress, the 
SWAPO breakaway formed by Hidipo 
Hamutenya in 2007, saw their support 
collapse. The UDF, whose former leader 
and Damara King, Justus Garoëb, had 
urged supporters to vote for Geingob in 
2014’s presidential election, lost all three 
seats in Kunene to SWAPO and looks 
finished as a national force. The RDP, in 
disarray since Hamutenya’s redefection 
to SWAPO in August, failed to win a 
single seat. Hamutenya is expected to be 
appointed Presidential Advisor on Trade 
Issues. Geingob’s presidential and other 
special advisors have already swollen 
to over 20. New RDP leader Jeremiah 
Nambinga has accused Geingob of 
trying to wipe opposition parties off the 
political map.

None of this has done anything to 
dent Geingob’s popularity. Economic 
growth remains strong at 5% thanks 
to a booming construction sector and 
new gold, copper and uranium mines. 
Geingob’s anti-inequality agenda – the 
latest proposal is for a ‘solidarity tax’ 
to fund poverty-alleviation – has further 
burnished his populist credentials.

Djibouti
BASE MOTIVES
n As China deepens its commitment 
to a base in Djibouti, a London court has 
heard how illicit Chinese funds may have 
indirectly helped President Ismaïl Omar 
Guelleh win elections. On 25 November, 
the Commander of the United States  
Africa Command, General David 
Rodriguez, revealed that China’s new 
military base in Djibouti was now backed 
by a ten-year treaty.

Meanwhile, in the High Court 
in London, the ex-Chairman of the 
Djibouti Ports and Free Zone Authority 
and would-be presidential candidate, 
Abdourahman Boreh, was being cross-
examined. He says Guelleh owes him 
money and that has brought fascinating 
revelations of presidential wealth, which 
Boreh claims was acquired through 
rampant corruption (AC Vol 56 No 22). 
Guelleh is suing Boreh and accuses 
him of corruption. Boreh served as a 
go-between between Guelleh and the 
United Arab Emirates in Dubai Ports 
World’s disputed contract for the Doraleh 
Container Terminal (DCT).

Boreh’s evidence to the Court 

includes claims that US$1.5 million in 
commission from crane-manufacturers 
Shanghai Zhenhua Heavy Industries 
(ZPMC) went ‘only in his [Guelleh’s] 
pocket and nowhere else’. Guelleh 
acquired the windfall, Boreh said, when 
15% of the DCT was sold to the Chinese 
state-owned China Merchants Holdings 
(International). ‘To sell the assets of 
Djibouti that I work hard, that I built, and 
then he sells it and puts it in his pocket, 
that’s what I call corruption,’ Boreh told 
the Court.

In April 1999, when Guelleh came 
to power, Boreh received $224,385 in 
commission fees from ZPMC, the Court 
heard. Guelleh demanded he hand it 
over, Boreh said, to help his election 
campaign. Boreh could recoup the funds 
after ZPMC had paid the remainder of the 
commissions, he said. After the pair’s 
relations cooled, Boreh found himself 
outside all the agency arrangements. 
Guelleh seeks re-election next April.

Burkina Faso
VIVE LA DIFFERENCE
n In one of the continent’s most peaceful 
transitions, Burkina Faso has elected a new 
President. Roch Marc Christian Kaboré 
romped home in the first round with 
53.49% of the vote, against 29.65% for his 
rival,  Zéphirin Diabré, on a 60% turnout. 

Kaboré represents less change 
than many presume. Born in 1957 into 
an influential banking family, he was a 
supporter of Thomas Sankara’s 1983 
coup, which ushered in the country’s 
revolutionary phase, but he also 
went along with Blaise Compaoré’s 
‘rectification’ four years later, when 
Sankara was murdered. Kaboré became 
a pillar of the regime, leaving only 26 
years later in January 2014 when it 
became clear that with ‘Beau Blaise’ 
around, his own chances of becoming 
President were nil. He and two other 
close allies of Compaoré – Salif Diallo 
and Simon Compaoré, former Mayor 
of Ouagadougou – then set up the 
Mouvement du peuple pour le progrès 
(AC Vol 55 No 2). Blaise was furious.

Kaboré’s style is unlikely to be much 
different from his predecessor’s. Many 
thought his campaign slick, lavish and 
long on rhetoric, short on substance. 
‘Kaboré is the old regime, only in different 
clothes,’ pundits have scoffed. The test 
of this will be how strongly he pursues 
the prosecution of the generals involved 
in September’s failed coup and the 
investigations into the deaths of Sankara 
and journalist Norbert Zongo. ‘We have 
supped with the devil [Compaoré] but 
we are not him,’ Diallo reportedly said. 
Burkinabè will be the judge of that. They 
have a record of being swift and ruthless 
once they have made up their minds. 
Just ask Blaise.
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