UPINION: ARE HOST
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PREPARED FOR

OIL PIPELIT

Italian Ambassador Domenico Fornara, president and CEO of tra Africa, Rajakuma J

resldent Yoweri Musevenl energy minister Irene Muloni and US

Ambassador Deborah Malac, after the signing of oll refinery agreement between Uganda and AGRC - a rtium of

OIL REFINERY
ONSORTIUM

IN PLACE:

T NEXT?

This was at State House Entebbe last month

The signing of the agreement to
build the oil refinery last month
came very close to the 2020
date set for oil production. Billy
Rwothungeyo looks at what next
after the deal

© hile the signing of an agreement
to build an oil refinery last month
. might mean the earliest the plant
. will go into production is 2021,
- other oil developments will not be
BV " impeded, officials have said.

The [ramework agreement signed at State House
Entebbe involved the Albertine Graben Refinery
Consortium- a partnership between Italy’s Nuovo
Pignone International owned by American multinational
conglomerate General Electric and SAIPEM SPA and
Mauritius’ Yaatra Africa and Lionworks Group Limited.

But with such vital projects’ agreements signed less
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han two years 1o the 2020, won't this
alfect the nmelines for the prduction
of first oll?

My Karuhanga, the chairperson of
the Uganda Chamber of Mines and
Petwleum (UCMP), thinks not. He
says even 1 the refinery project is in
its carly stages, the March 2020 st
off date will not be afected

“The refneny will ot siop the
dovelopments that are already
underway. I the coming months, |
am sure that a TEED conwactor for
the project will soon be on boan!
Karuhanga says

Robert Rasande, the permanent
secrvtary at Ministry of Eneney and
Mineral Development, also expresses
confidence that production timelines
will not be affected He says eurrently
\he Government 18 eollecting data
betore embarking on several studies
on the pipeline project

“Now that we have the framework
agreement,  we are poing 10
undertake studies on the desipn and
configuration of the pipeline, market
sudies,  environmental  impact
assessment among other studies,” he
s

After the studies, & Front End
Engincering Design (FFED) will be
commissioned in twm informs the
Final Investment Deasion (FID)

A FID s a final deasion of the
Capital Investment Deasion (CID)
as part of the long term corporate

Cover story

Consortiu

Elly Karuhanga

assets and - capial - siruaure.
general, the TID can be made after
completion of permits and financial
arrangement, and one s ready for
contract of the construction works
at the site (EPC Contract). 1is the
point at which contracts for all major
equipment can be placed, allowing
procurement and - construction 1o
proceed  and - engineering 10 be
completed

The FEED for the  Kinghsher
production  project  has been
completed while the one for the
Tilenga 1s in the final stages, though
it has lagged behind since 1t was
supposed 10 be released last month

ANCHOR
First oil in Uganda will be produced
by two projects — Tilenga and

Kingfisher. Operated by Total E&P,
Tilenga will produce 190,000 barrels
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A refinery will cut out fuel shortage
caused by disruptions on the route from
the sea to Uganda

produce 35.000-40,000 barrels of oil per
day. Progress has been made on the FEED
for the East African Crude Oil Pipeline
(EACOP) and that currently, Uganda is
trying 1o iron out a few differences with

Jike the post-clection crisis in Kenya a
decade ago which led 10 a severe shortage
of petroleum products in the country.
The fact that there Is no single efficient oil
refinery in East Africa made government's
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MANAGEMENT

finance deasions based on key  of oil per day while Kinghisher,
cntena o manage the company’s  operated by CNOOC Uganda will
BANK OF UGANDA
THE FOLLOWING WERE THE DEVELOPMENTS IN THE FINANCIAL MARKET INTEREST RATES:
(All Numbers in percentages)
| Market Interest Rates ms at 18
Inter-bank weighted rate
Ovemight 29 o
7-Day L33 918
Call moncy rate (1-30 days matunty) 868 721
91-day Treasury bill Annualised Yield
) & K74
(Secondary Market)* RSB 47 £58847
182-day Treasary bill Annualised Yield
(Prmary Market) 931 941
(Secondary Market)® 9.09%9% 910899
364-day Treasury bill Annualised Yield
(Primary Market) 977 987
(Secondary Marker)* 957946 957946
2-year Treasury bond Annualised Yicld
(Primary Market) 1126 126
(Secondary Market)® 11191109 11201100
S-year Treasury bond Annualised Yield
(Prmary Market) 1264 1264
(Secondary Market)* 12631253 12631253
10-year Treasury bond Annualised Yicld
(Primary Market) 1438 1438
( Marker)* 142411414 142401414
15-year Treasury bond Anmualised Yield
(Primary Market) 1443 1443
(Secondary Market)® 144071430 14401430
Central Bank Rate 9.00 9,00
Margin 4.0015.00 4.00/5.00
Rediscount rate 13.00 13.00
Bank rate 1400 1400
*Weekly average indicative bid/ask rates on Treasury Securitics in the secondary market.

15,2018

Tanzania before the final investment
deasion is taken

REFINERY BACKGROUND

As Uganda racked up oil discoveries after
the magical 2006 discovery, President
Yoweri Museveni surpnised oil companies
in Uganda and those looking to make a
frantic dash 1o the country by insisting
that no crude oil will be exported from
the country—but rather, a refinery be built
in the country. This idea was unpopular
with the companies.

For a while, Museveni stuck 1o his
guns. The Government even called in
the services of a Swiss based company,
10 study the viability of a big refinery in
Uganda. In 2010, the firm, Foster Wheeler
concluded a report that gave thumbs
up 1o a 150,000 barrels a day capacity
refinery.

“The report argued that Uganda would
save $1bannually through self-sufliciency
in petrol, diesel, and kerosene and
generale extra value through employment
and supplying fuel to Rwanda, Burundi
and parts of Kenya. In recent years, with
high  international oil prices, the IMF
estimated that fuel accounts for over
20% of Uganda's total imports and will
still represent 10-15% of imports with
lower prices in the coming years,” says an
Oxford Institute for Energy Studies paper
tiled *Oil in Uganda: Hard bargaining
and complex politics in East Africa.”

“The refinery would also allow Uganda

'.' l'u's'vavc by nor’ having fo transpott' fuel,',
“into 'the ‘country. The' Governmeni

was't

undertake studies ‘

on the design

and configuration
of the pipeline,
market studies,
environmental
impact assessment
among other
studlies

pushing for a large refinery to produce
over six times its oil consumption of
22,000 barrels a day, roughly the size of
the entire East African market.”

The full-report was never released for
public consumption.

WHY GOVT INSISTED ON A
REFINERY IN UGANDA

Due to Uganda's landlocked status and the
fact that there is no functioning refinery
in the East African region, government
has argued that a refinery in the oil rich
Albertine region makes sense.
Currently, Uganda is solely reliant on
imported petroleum products that have left
'hur \'Ednprable in the event of price hikes
4!“!‘!‘"1?]‘5531 stage and uncertaintics on
‘ihe'route from the sea from time to time,

2020
Timell

The year nﬂn‘ﬂwlnd-
expects tappduce Its first oll

case for the project more plausible as
there would be regional market waiting in
the wings.

The international oil companies were put
off by the idea of a large capacity refinery
in Uganda and wanted the Government
(o commit to export all crude oil out of
the country to the international market.
Eventually, the Government settled for a
smaller facility and export the rest of the
crude.

One source says that the reason that the
refinery has struggled to auract financing
is it does not have the full blessing of the
International Oil Companies (10C) in the
country.

“The 10Cs are notinterested in a refinery
because they would not stand to earn from
it like the case is with exporting the oil. If
they were interested, the project would be
far more certain than it is,” said the source.

‘The business of refining oil in Africa
Is tricky; probably that is why the oil

FEED contractor
for the project will
soon be on board

companies have not warmed up to the
idea. There are barely any efficient oil
refineries on the continent that can take
on facilities in the Middle East Even
Nigeria, Africa’s largest oil producer, that
has been producing oil for over 50 years,
does not have a large refinery at present.
Most of Nigeria's petroleum products are
imported into the country.

Countries such as Niger and Chad,
which like Uganda, are land-locked, have
upcncd up refineries, but cannot compete
with products from the international
market, and those smuggled into the
country from small illegal mini-refineries
in Nigeria.

I-lD 2015 DEAL

In " 2015, gqovernment officlals
thought a breakthrough on the
project when RT Global Resources
emerged winners of a bidding
round - only for the Russlan
firm to pull the plug on any deal.
Attempts to strike a deal with
South Korean firm SK Engineering,
which came second In the bidding,
never materialised to anything
serious.

The deal with General Electric
to builld and operate the
60,000-barrel-a-day refinery
under the Albertine Graben
Refinery Consortium presents a
major boost for the Government.

In the next five years, an
estimated $20b will be Invested
In Uganda's oil and gas industry,
$4b of this money will go to the
refinery PF°IFC$- (VR Y VA VRAAN
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UAE sees OPEC oil capacity
‘buffer’ offsetting Iran sanctions

OPEC has enough spare production
capacity o cushion ofl matkets as the U5
reitnposes sanctions o [ean, according
10 Urited Arab Emirates enerngy minister
Sulail Al Mazeotied

Three members of the Orzanization of
Petrolenm Fxporting Countries (OVEC)

— Saudi Arabta, Kuwait and the UAE —
together have enough cipacity, Al Mazrenser
said in ant interview with Bloomberg TV in
Abu Dhabi. He serves this year as OPEC's
president.

“Di not worry about supply.” Al Mazrauer
il *1 diy not think there will be issues as 9
result of sanctions.” OPEC has an adequate
“buffer” of potential output, he said

President Donald Trump last week
ced plans 10 withdraw from the fran
nudear accord and re-impose US sanctions
on OPECG’s third-biggest producer. Trump's
decision presents a challenze for OPEC.
fussia and allied suppliers as they cot
output 1o drain & global glut. Their policy
of cutting until the end of the year may
falter in the wake of Trump's decision. It
Is unclear haw much he imtends to restrict
Iran’s oil sales, but most analysts predict a
decrease.

Russia’s acting energy minister Alexander
Novak said he plans to discuss the us
exit from the [ran accord in more dewil
with Saudi energy minister Khalic Al-Falih
during the St Petersburg International
Economic Forum, which runs from May
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24-20, The twt rrirssiers are leading the
ffort 1 pare production and support

cnude prices. They spoke by phone alter
Trump's announcement on lean, Novak wid
repomters yesterday in Mescow.

fligesta’s burgest crude producer, state-run
Hosneft PISC, can boost output by more
than 100,000 barrels a day, the company
saidd in a statement.

Renewed 115 sanctions on fran “could
lead 1 one million harrels off the market,
which of course wonld affect things.” BF
chief executive officer Bob Dudley said in
2 Bloomberg TV interview in Abu Dbt
“Ihere Is 4 lot of uncenainty ont there.”

Analyst estimates

Other forecasts vary from “little impact™
anticipated by Barclays Ple, 10 a possibie
loss of more than 50% of the country's 2.7
million barrels of daily shipments predicied
by consultant FGE.

Al Mazrouei deciined to quantify OPEC's
unused production capacity. “We will meet
in June (0 discuss that.”

OPEC “can find a solution” to offset the
impact US sanctions would have on supply.
he saidd. “That is not what we are conce
1hout. What we are concerned about in the
next meeting is, what 15 the right level of
inventories that we should see and can we
put this group together for longer”™

Bloomberg
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A GOLDEN OPPORTUNITY TO INVEST IN THE HOSPITALITY

SECTOR

Ranked among the best in Entebbe, and home to many crew members, corporate
organisations and Aid Agency staff, Airport View Hotel in Entebbe IS an owner
operated 12 bedroom Hotel, with another 18 rooms under construction. The hotel
which sits on'a 1.54 acre site, is located in a characteristic, quiet and lively area
within a short distance from the golf course, the Botanical gardens and Entebbe
sailing club. On entering this charming hotel, one immediately senses its cozy
ambiance that makes it feel like home away from home.

For further details, please contact Knight Frank
Uganda Ltd. | Viewing by appaintment only between
9.00am — 4.00pm. | All offers to be submitted by
4.00pm, 21" May 2018, at Knight Frank (U) Ltd, 1st
Floor, Course View Towers, Plot 21 Yusuf Lule Road.

0752 741 391
0758 184 381

info@ug knightfrank.com
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