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Italians move in to scupper Tullow’s Ugandan deal
Danny Fortson
ENI, the Italian energy giant, may
give a cash sweetener of up to $300m
(£186m) to the Ugandan government to convince it to approve a
$1.5 billion purchase of oilfields and
thwart a rival offer from Tullow, the
FTSE 100 exploration group.
The Italians’ potential offer is the
latest twist in a bitter battle for con-

trol of three oil blocks in the Lake
Albert basin in western Uganda.
Together the fields represent the
largest onshore oil find in sub-Saharan Africa in decades. Their discovery, by a joint venture between Tullow and Heritage, another British oil
firm, helped double Tullow’s share
price last year, taking its value to
£10.3 billion and making it one of
Britain’s most valuable companies.

Heritage Oil agreed in November
to sell its stake to Eni for $1.5 billion.
Last week Tullow exercised its right
under the joint-venture agreement
to match the offer.
The move upset the Ugandan
government. The energy minister
threatened to veto Tullow’s move
amid concerns that the country’s
nascent oil industry would be in the
hands of one company.

Aidan Heavey, Tullow’s chief executive, flew to Kampala this weekend
for a meeting with the Ugandan president in a desperate effort to save the
deal. His plan is to sell a share of all
three blocks to one or two big partners that could help to develop the
fields. Any ownership change must
get government approval.
It is understood that Eni was this
weekend considering putting addi-

tional cash of between $200m and
$300m towards the deal. Some of
this could go to Heritage investors,
but most — or all — could go to the
Ugandan government.
The Italians have been relentless
in their pursuit of the deal. Franco
Frattini, the Italian foreign minister, flew to Uganda last week to lobby for Eni, which proposed a multibillion-dollar development plan for

the fields. This includes a 1,300km
pipeline to the coast and a refinery,
projects far beyond Tullow’s financial and technical capabilities. Eni
would need to make any change to
the offer by tomorrow, when Heritage investors meet to approve the
original deal.
Losing out to Eni would greatly
complicate Tullow’s plans. The company had already launched a sepa-

rate auction to sell part of its holdings in all three blocks. Bids for that
process are due by the middle of
next month. Several companies are
understood to have expressed an
interest, including Exxon Mobil, the
American giant, and state-owned
groups from China and India.
The president of Uganda said he
would make his decision on the Heritage sale in the next two weeks.
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Cyprus hunt
for missing
E-Clear cash
Tycoon’s card payment group
under investigation by SFO as
clients claim missing £100m
Dominic O’Connell
ADMINISTRATORS at E-Clear,
the card payments group that
collapsed last week, are to investigate whether money from the
company was diverted to the
other business interests of Elias
Elia, the chief executive.
Creditors estimate E-Clear
owed clients about £100m
when it went under but told a
court it had only £100,000 to
hand. “The big question is,
where did the money go?” said
a senior source at one of the
group’s largest creditors.
The administrators want to
check whether E-Clear helped
fund Elia’s other activities,
including a network of Cypriot
property companies. The Sunday Times has established that
he set up property and construction groups under the “Elian”
umbrella, several of which had
the same office address in London’s Mayfair as E-Clear.
The administrators, from
BDO, the accountancy firm, are

also expected to study Nordfinanz Bank, a small bank in
Germany owned by E-Clear.
The Serious Fraud Office is
understood to be looking into
the collapse of E-Clear but has
not yet launched a formal investigation. Elia could not be contacted for comment yesterday.
E-Clear processed credit and
debit card payments for a range
of clients, most of which were
travel companies. One, the Scottish airline Globespan, collapsed last month, with its
executives accusing E-Clear of
wrongly withholding about
£35m in customer payments.
Last week four creditors, led
by Globespan’s administrators,
went to court despite Elia’s
repeated insistence that his
firm had sufficient funds to pay
them. E-Clear eventually presented bank statements to
court that showed the firm —
and Elia — had less than
£100,000. The High Court put
E-Clear into administration.
One significant creditor, the

Canadian travel group Sunwing, a subsidiary of Tui, was
not represented at the hearing
but is understood to be owed
about £44m.
Elian Developers has offices
in Protaras, southeast Cyprus,
and a part-completed housing
development in nearby Paralimni. Locals say little work has
been done on the project in
recent months. The company
was the sponsor of a first division Cyprus football club,
Enosis Neon Paralimni.
The BDO team will need to
unravel E-Clear’s connection
with Nordfinanz. Travel industry sources said Elia bought the
bank to replace Pago, a cardprocessing firm half-owned by
Deutsche Bank.
The plan was derailed by
Bafin, the German financial
regulator, which handed
E-Clear’s shares in Nordfinanz
to a trustee while it investigated the takeover.
In February 2008 Bafin
stopped Nordfinanz selling a
46% stake to a group of Ukrainian investors. E-Clear bought in
a few months later.
The BDO team expects to
meet creditors this week to
discuss the next steps, including how any investigative work
will be funded.
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Kraft makes plans to raise
£7bn in the bond market

Victor: Irene Rosenfeld, Kraft chief

Jenny Davey
THE American food giant Kraft is
preparing to tap the bond markets to help
finance its £11.9 billion takeover of
Cadbury, the chocolate maker.
The company behind Dairylea is
drawing up plans to launch a £7 billion
bond issue to refinance a short-term
bridging loan provided by a consortium of
investment banks including Deutsche and
Citi. No formal decision has been made to
press ahead, but City sources said they
expect Kraft to launch the mammoth
bond issue within weeks. The issue would
take advantage of low interest rates and
strong investor appetite for corporate
bonds. The proceeds would replace the
bridging loans that typically have a much
higher interest rate. Kraft highlighted the
possibility of a bond issue in its formal
offer documents released last week.
Roger Carr, chairman of Cadbury,
claimed this weekend that Kraft could
have bought the confectionery giant for
50p a share less if it had pressed ahead
with an 800p-a-share hostile offer before
Christmas. “If Kraft had moved faster, I

Pru in Asia
shake-up
Iain Dey

PRUDENTIAL, Britain’s biggest insurer, has begun a
shake-up of its Asian business
that will see it scale back its
ambitions for growth in India
and China.
Tidjane Thiam, the chief
executive of Prudential, said
regulators in both countries
were “understandably cautious” about relaxing restrictions on foreign ownership of
financial firms. “So there are
limitations to what a company
like us can do in each of those
countries,” he said.
Although he has no plans to
pull out of either country, he is
pushing investment into fastgrowing economies in southeast Asia, including Malaysia,
Vietnam and Indonesia.

Thiam is also pulling out of
mature Asian economies. He
has already sold the company’s operations in Taiwan
and closed down its Japanese
venture, and the business in
South Korea is under review.
Pru’s Asian business has
long been the envy of its rivals.
In the past year the group has
pulled capital out of its UK
operations to fund growth in
Asia and America, where it has
generated substantially higher
returns.
Eighteen months ago, about
40% of the group’s capital was
deployed in the UK. This has
now fallen to about 14%. Under
Thiam’s strategy, Pru will keep
the British business and use
its profits to fund overseas
growth.
Interview, page 8

believe it may have succeeded at an even
lower price. Everything we were hearing
from the hedge-fund community was that
as long as it has an 8 in front of it, Kraft
gets it,” said Carr.
Legal & General, Cadbury’s biggest
British shareholder, said last week that it
believed the company had been sold on
the cheap at 850p a share. Members of the
Cadbury family have also spoken out
against the sale to the Americans.
Carr hit back this weekend, insisting:
“There is a lot of emotion about Cadbury,
but while it has deep British roots and
great values, half of its share register is
American and half of its management
and business is drawn from the
transformational Adams acquisition
made in America seven years ago.
“The company ceased to be a family
business when it was floated half a
century ago and the Cadbury family has
not been involved for about a decade.
A lot of the emotion is to ignore what
the business really is today — a global
business with a global future.”
Agenda, page 4; Interview, page 6;
Inside the City, page 12

Usmanov set
for steel float
Jenny Davey

THE Russian mining and steel
business Metalloinvest, which
is backed by Alisher Usmanov,
is gearing up for a $20 billion
(£12 billion) London float in
the first half of this year.
Well-placed City sources
said the firm, 50% owned by
the Russian oligarch, has dusted off its flotation plan and is
preparing to list in the next
few months. Usmanov is best
known in Britain for his stake
in Arsenal football club.
Bankers at Deutsche are
advising on the float. Bank of
America Merrill Lynch, Credit
Suisse and the Russian bank
VTB Capital are also expected
to play a role.
It is unclear how much of
the company will be floated

and sources cautioned that
there is still a chance Metalloinvest will pick Hong Kong for
its listing instead of London.
The company delivered a
strong performance in 2009,
despite iron-ore prices dropping from $100 a ton in mid
2008 to about $30 a ton at the
start of last year.
It is chaired by Farhad
Moshiri, a London businessman who is a long-standing
associate of Usmanov and a
fellow Arsenal investor.
The firm is only one of a
string of Russian companies
considering floating over the
next 18 months. Suek, Russia’s
biggest coal producer is eyeing
a partial flotation, and ProfMedia, one of Russia’s largest
media groups, is gearing up for
a $500m London listing.

James Ashton
RADIO TIMES and Gardeners’ World
magazine could soon have new owners.
The BBC is considering the sale of its
magazine division, which produces 50
titles, after being ordered to curb its
money-making activities.
The move comes as its commercial
arm, BBC Worldwide, prepares a
five-year business plan, to be unveiled
in the spring, which is expected to
promise more overseas growth.
The BBC is Britain’s fourth-biggest
consumer magazines publisher, selling
85m copies a year. While many of its
titles, such as Doctor Who Adventures,
are linked to on-screen brands, the
state-owned broadcaster also produces
titles such as the food magazine Olive
and Girl Talk for children.
Sir Michael Lyons, chairman of the
BBC Trust, ordered last November that
Worldwide should halt acquisitions,
which have included Lonely Planet,
the travel guides group, and align its
activities under the BBC banner.
BBC Worldwide may choose to
license its brands to another publisher.
Profits at the division fell 31% to £11.5m
last year after it wrote down the value
of a joint venture in India. Cash raised
from a sale could be used by the BBC to
buy out Virgin Media from their joint
venture, UKTV.
“BBC Worldwide is working on its
five-year strategy. No decisions have
been taken about any of our
businesses,” the BBC said. Separately, in
his upcoming review of the corporation
Mark Thompson, the director-general,
is expected finally to agree to sell a
stake in Worldwide, giving it greater
commercial freedom.

