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Uganda evaluates
test crude oil bidders

By Vision Reporter

The Government is yet to
dedde on who is to take
Uganda’s stockpiles of the test
crude oil. The successful bidder
was expected to be announced
on Apnl 27, but sources at the
Uganda National Oil Company
(UNOC) said they experienced
some delays.

Tne=source did not specify
what caused the delays, but
said the dedision will soon be
announced.

UNOC has been evaluating
the companies that expressed
interest in buying the 45211
barrels of test crude in the
Albertine Graben,

In January, UNOC announced
intentions to dispose of the test
crude stored in  exploration
areas 1 and 2 and called for
bids from firms/individuals
interested in purchasing it.

“We plan to dispose of a total
of 45211 barrels of sweet and
waxy crude oil extracted from
well testing activities during
thew appraisal period and is
currently stored in  bitutainer

tanks...” UNOC announced.
The national oil company
indicated that it has since

received bids from a number of
companies, but did not divulge
details about the (number) of
firms and whether they are local
or [z ™ enterpnises,

In a statement issued recently,
UNOC stated that interested
companies had submitted bids
by March 9 before evaluation
activity commenced on March
>

The evaluation was expected . .

The issue of
logistics and
transport of
test crude

oil from the
Albertine
Graben will be
the business of
the successful
bidder. The
Government
will not be
involved in
transporting
that test crude
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of the best evaluated bidder is
expected to take place between
March 26 and April 9.

“It is expected that the
contract award will be on Friday
27April 2018. The plan is to sell
the test crude oil “as is where is™
basis. Whoever purchases it will
transport it at their cost and risk
to the location of their plant/
industry,” the company stated.

Recently, the Kenyan
Business  Daily published a
story suggesting that Ugandan
had made a turnabout and
chose to export what it called
“early crude” through Kenya.
It suggested that Uganda had
abandoned  the Tanzanian
crude oil export route for the
Kenyan one.

UNOC refuted the article as
containing grave inaccuracies,
and that it deliberately
mistepresented the facts.

“The issue of logistics and
transport of test crude oil from
the Albertine Graben will be
the business of the successful
bidder. The Government will
not be involved in transporting
that test crude oil,” UNOC's
corporate affairs officer Ibrahim
Kasita stated.

UNOC explained that the
route through which the test
crude will be moved shall be
determined by the location of
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the buyer. ]

“Logistical issues will be
handled by the buyer of the test
crude oil from Hoima to their
destinations via means of their
choice, and through port of their
choice. UNOC has no plans of
exporting crude oil through Eh_c
Port Mombasa as reported.” it
stated.

UNOC was established under
the Petroleum (Exploration,
Production and Development)
Act, 2015, to handle Uganda’s
commercial interests in the oil
and gas sector, and to ensure
that the resource is exploited in
a sustainable manner.

It is also supposed to
investigate and propose new
upstream, midstream  and
downstream ventures locally
and internationally.

The company says it plans to
slart new upstream ventures
and is currently reviewing data
relating to prospects in the
Albertine Graben.

Uganda and Tanzania are
currently working with the joint
venture partmers - Total E&
P, Cnooc and Tullow - in the
petroleum sector to develop the
1445km East Africa Crude Oil
Export Pipeline (EACOP) from
Hoima to Tanga sea port on the
Indian Ocean.

The foundation stones for the
$55b pipeline were laid last
yearin Uganda and Tanzania.

The Gulf Interstate
Engineering, the US firm,
which undertook the Front
End Engineering Design for
EACOP recently unveiled some
of the opportunities that will be
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Path to higher ol
prices seems clear

sons why the ol market Is sudden|
Thm; 'r: :L?l\z};r:vﬁlpnms .1r¥: at their highest leve] slncz
‘Z)SIT l\'y’c.n.cmch's oll production {s falling off of a cliff, and
could fall faster now that creditors are “"“"""("8 over the
intry, The upcoming presidential clection risks a financia)
z:):;ukdmvn from the US treasuty, threatening to add to the
country’s woes. , : K |
Afous catalyst over the past week was the US
w?l‘llll«clr'?x.rﬁ (;:l’:Ilrl the |r-‘|¥l nuclear deal, puulnghn slzable
chunk of Iranlan supply at risk, although exactly how much
mr?x'i: !.Tl‘lll;;’v:v,rt(:;fll)}.‘lllc undcrlyllng ﬁmd;nmcnfnh arc bullish:
the supply/demand balance Is tighter than at any m(:mcnl In
recent memory, with demand expected to outpace supply
r”éﬁ;ﬁﬂf,:&r,:::,;{ﬂm back down to the five-year average,
and falling. Because data s publhhcd on a lag, the market
could overtighten before OPEC realises It. i

US shale Is the one factor keeping P”(;-'_’-“(" ;m““- j"’l"E
added more than 1 million barrels per day (m i 2} n;;? ast
‘Scpxcmhcr. The EIA sees output growing to 119 m| d in
2019 (ending the year at over 12 mb/d), up rn)t;nkll().§ mb/d
a month ago. In other words, the agency Is ba ng: in an
additional 1.5 mb/d of extra supply over the next year and
a hall. :

«n a lid on prices. But what if all that fresh
suﬂp},};‘é‘(ﬁ’;’glkﬁm]; makcpll online? I:JS shal_c production
is exploding, but is also ru nning up against sgnu‘v pipeline
constraints that arc pushing down prices mv I:.s:‘ Texas
and threaten to severely slow development. \}hl c Iv’nl in
Cushing is above $70 (about sh260,000) per m_rrE , oil in
Midland is selling in the high-S50 (sh185,000) per barrel.

Texas pipelines are full, and new conduits connecting the
Permian to the Gulf Coast will take another ycar and a half
to come online. ) ) e

i sulting, an estimated 200 million

,\ccgm:’{]%i]lo“slr;‘Gcho?)cmﬁa!r;] will not be able to make
oy kgl over the next 16 months. They are not going to
;)0 ml;llr {0 get it all out,” said Taylor Robinson, president of

Eé lsld xﬁcWaIl Street Journal. PLG estimates the pipeline
Ecﬁc:ix will mushroom to 750,000 bpd by SCPICYE‘JCY 2€l|9.
Shale drillers will call upon railways and trucks lo help
move product to the coast, but neither will be sufficient to
ressol\; llltlg gﬁ:lxc:;j?ﬁvariablc holding prices in qheck fails
o l?;alerialise. it seems likely that prices are heading n}?nh,

k of America Merrill Lynch said in a May 9 report that it
?ggldiee oil prices shooting up 1o $100 ( abouysh370,000)
pecBamslin 20,5 d intact,” Robin Bieber,

-trend remains strong and intact, T,
te:hmniecznp gfart analyst at London brokerage PVM Oil
Agsol;:i?;]ccs;glg ‘rlﬂc;ﬁi:sror oil prices is not entirely cleared
of l}iu'rdlcs‘ Even though the paper market for oil hleiss gorlxlc
vild over the past week, the physical market still looks well-
: lied. There are currently unsold cargoes in northwest
;-ZL:EE . the Mediterranean, China and West Africa, according
1o Blgo'mberg_ That helps explain the deterioration in the
near-term timespreads in the oil futures market. That is, the
July-August differential has shrunk from 63 cents per barrel
from mid-April 1o just 24 cents per barrel. The weakening
of the backwardation is consistent with a well-supplied or

i arket.
ot;elg;zsgidh?dgc funds and olhcf money managers have
amassed a record position on bullish bets in oil futures, a
sign of widespread expectations ofAnsmg prices. Hnwcvc_r_
that exposes oil prices 0 a pmcnna!ly sharp correction }f
sentiment shifts. Another way of saying thc same thing is
that investors have helped magnify the price gains recently
because of their positioning, but if fears ql’supply r_ilsrupllons
from Iran, for example, fail to translate into physical barrels
removed from the market, the risk premium could ebb and
prices could fall as investors liquidate their bullish bets. In
short, the finandially-driven price rally could reverse course.

One candidate to shift sentiment could be demand
undershooting expectations. ) )

There is nothing like $3 per gallon gasoline to begin to
curb consumption. The recent strengthening of the do]l:zr
will compound the pain for the rest of the world, threatening
to curtail demand.

Nevertheless, the oil market is tighter than it has been
in years and physical supplies could fail to keep up with
demand, especially if a few disruptions occur. While it isn't a
certainty (it never is), the odds are good that prices continue
10 rise.
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