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•	� Uganda’s planned oil refinery will have several 
benefits for the country, including for its security of 
fuel supply and balance of payments.

•	� The refinery could be reasonably profitable, 
generating an internal rate of return of 13 percent in 
a baseline scenario.

•	� The government is planning to take a 40 percent 
stake but may ultimately pay a higher price for this 
equity than it expects. Even if it borrows to cover its 
upfront contribution to costs, it will need to divert 
around $330 million in present value terms from the 
national budget for loan repayments in the 2030s. 

•	� This price will increase if downside risks, such as 
cost overruns or lower global oil prices, materialize. 

•	� The government can take several steps to increase 
interest from other investors, including by reducing 
the risk of cost overruns, ensuring deregulated 
product prices continue, and providing less risky 
forms of state support such as tax incentives. These 
should reduce the need for the government to take a 
large stake.

Key messages
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French supermajor Total and Chinese state oil 
company CNOOC decided to go ahead with 
Uganda’s first oil project at the start of February 
2022. As part of this, they are constructing the 
East Africa Crude Oil Pipeline (EACOP), which 
will have the capacity to export 216,000 barrels 
per day (bpd) of oil. The government is also 
pursuing construction of a refinery that will 
process 60,000 bpd when built. The key question 
for the government now is when and how the 
planned refinery will go ahead, including in 
relation to its planned equity stake.

The refinery will have several benefits. It 
should address Uganda’s problem with fuel 
supply, with current import routes from 
Kenyan and Tanzanian ports having suffered 
several disruptions. Fewer petroleum product 
imports, which currently account for around 
11 percent of total imports, will also reduce 
the country’s foreign exchange needs. If 
the refinery sells petroleum products at the 
same price as imported products as planned, 
it will not significantly reduce prices for 
Ugandans. However, the government hopes 
that the refinery will stimulate the birth of a 
petrochemical industry, which could produce 
a cheaper source of other products such as 
fertilizers and plastics. While the refinery will 
not employ many people directly, Stanbic Bank 
estimates that the refinery could generate 
32,000 jobs during its lifetime overall due to the 
various indirect effects on the economy. 

The government canceled its agreement with 
the Albertine Graben Refinery Consortium 
(AGRC), the companies selected to construct 
and operate the refinery, in June 2023 after 
AGRC failed to secure sufficient financing 
within the agreed timeframe. The government 

has been planning to take an equity stake of 
up to 40 percent in the refinery through the 
Uganda National Oil Company (UNOC) (with the 
possibility of it selling some of this stake to other 
governments from the East African Community). 
But the challenges with AGRC could encourage 
the government to take an even larger stake to 
ensure the project proceeds. 

There is limited clarity on the price that the 
government might ultimately pay for its equity 
stake. To provide further clarity and thereby 
inform government decision-making, we have 
analyzed the refinery’s economics and the 
implications for the government stake. 

Our modeling suggests that the refinery could 
be reasonably profitable. With our baseline 
assumptions, it generates an internal rate of 
return (IRR) of 13 percent, with an average 
price of USD 54 per barrel between 2025 and 
2050.1 This IRR is within the range of the typical 
investor requirement of 10-15 percent. The 
refinery is likely to have high construction costs 
relative to its size, possibly around $4.5 billion. 
But these costs will be at least partly offset by 
the refinery’s access to cheap crude oil and 
a growing domestic market for petroleum 
products, along with the ability to sell at 
relatively high prices to that market. 

With a construction cost of $4.5 billion and 
assuming debt financing of 70 percent, a 
government stake of 40 percent requires the 
government to contribute around $540 million 
to this cost. This is equivalent to about $440 
million in present value terms (assuming a real 
discount rate of 8 percent). Given budgetary 
constraints, we expect that the government will 
borrow this money to avoid this upfront cost. 

Summary

The government’s plan to take a large equity stake in 
the oil refinery is risky and may be unnecessary.



But borrowing is not a silver bullet. Our model 
suggests that the refinery will be repaying its 
loans and therefore generating a lower cash 
flow for UNOC at around the same time as 
UNOC’s own loans also fall due. UNOC’s annual 
returns are unlikely to cover its costs during 
this period. Therefore, while UNOC ultimately 
makes a profit over the lifetime of the refinery 
in our baseline, the government needs to divert 
around $330 million in present value terms from 
the budget to contribute to loan repayments in 
the 2030s. 

The price that the government ultimately pays 
for a 40 percent stake will be impacted by a 
range of factors and uncertainties that affect the 
profitability of refineries. Refinery economics 
are notoriously difficult to get right and many 
operators of African refineries have struggled. 
We analyzed five factors that will affect the 
profitability of the Ugandan refinery. We looked 
at downside and upside scenarios for each. 

Construction cost. As is often the case with 
large infrastructure projects, the refinery may 
suffer from cost overruns. The estimated cost 
has already increased about 12.5 percent, from 
$4 billion to $4.5 billion. An industry study of 

refinery projects across the world in 2014 found 
that they were, on average, 69 percent over 
budget. We modeled this development cost 
overrun (taking into account the cost increase to 
date) as a downside risk. It is possible, though 
unlikely, that the cost will instead be lower. We 
modeled this upside as a cost of $3.3 billion in 
line with the Stanbic study’s estimates in 2021.

Feedstock volume. We assumed that the 
refinery will receive 490 million barrels of oil 
from the Lake Albert project, based on the 
reserves that Rystad Energy predicts will be 
available from 2028 onwards (when we think 
that the refinery will start operations). However, 
we also modeled a downside risk that the 
refinery will only have around 407 million 
barrels of feedstock based on the refinery 
starting operations later and the energy 
transition away from fossil fuels resulting in 
prices falling below the Lake Albert’s projects 
operating costs, leading to Total and CNOOC 
ending production earlier than expected. In 
contrast, it is possible that other oil projects 
will be developed in Uganda. We assumed 232 
million barrels of additional feedstock as an 
upside, based on Rystad estimates.
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Global oil price. Depending on the pace of the 
energy transition, the global oil price could be 
less or more favorable than the average $54 per 
barrel that we assumed in our baseline. Many 
analysts and oil companies have been revising 
their long-term price assumptions downward. 
While a lower price will reduce the refinery’s 
feedstock costs, it will likely reduce its sales 
revenues even more. As the downside risk, 
we modeled the world achieving net zero CO2 
emissions by 2050 to meet the Paris Agreement 
target of limiting the global temperature rise to 
1.5C. The impact on demand expected by the 
International Energy Agency could lead to an 
average price of $16 per barrel between 2025 
and 2050. An upside, albeit an unlikely one, could 
be an average price of $94 per barrel during this 
period, in line with OPEC’s demand projections. 

Product prices. Uganda’s current arrangement 
of leaving petroleum product pricing to the 
market is an important factor in increasing the 
viability of the refinery, making it more likely 
that it can pass higher costs on to consumers. 
However, discussions with various Ugandan 
stakeholders suggest that oil production might 
result in citizen pressure on the government to 
make petroleum products cheaper. We modeled 

a downside risk of the government capping the 
price at which the refinery can sell its products 
at 10 percent less than we assumed in our 
baseline. We modeled an upside of the refinery 
selling at a price that is 10 percent higher. 

Regional exports. We assumed that Ugandan 
demand follows that set out in the government’s 
Energy Transition Plan. This means Uganda 
consumes almost all the refinery’s production 
in our baseline. In our downside scenario, we 
assumed that petroleum product demand 
continues growing at the same rate as the past 
decade, a lower rate than in our baseline. 

As a result, the refinery is not able to sell all 
its liquefied petroleum gas or heavy fuel oil 
production to the domestic market in its first 
decade of operation. The refinery may struggle 
to sell all this surplus to other countries in the 
region, particularly to Kenya and Tanzania 
given their ports already provide a relatively 
cheap source of imports and they have liquefied 
petroleum gas ambitions of their own. As a 
downside risk, we modeled the refinery being 
able to sell to only Burundi, Central African 
Republic, Democratic Republic of the Congo, 
Rwanda and South Sudan.2 
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These factors may have a significant impact 
on the refinery’s returns, both positive and 
negative. For example, our model suggests 
that if costs are lower, in line with Stanbic’s 
estimate, returns are 17 percent rather than 
the 13 percent in our baseline. However, costs 
overrunning by the global average, even on 
its own, reduces returns to 9 percent. If OPEC 
is right and prices significantly increase over 
the next few decades, returns are 16 percent. 
Yet the impact of the world meeting the Paris 
Agreement on the global oil price reduces 
returns to 9 percent.

This impact on the refinery’s returns will have 
a knock-on effect on the costs to UNOC. All 
these risks materializing, in one direction or the 
other, is unlikely. However, the government will 
pay a very different price to what it expected 
even if only some of these risks materialize. 
For example, if costs are in line with Stanbic’s 
estimate, as the first figure on the next page 
shows, the government only needs to find $90 
million in present value terms to support UNOC 
in repaying its loans rather than the $330 million 
that we estimated in our baseline, and UNOC 

makes a significant profit over the lifetime of the 
refinery. However, as the second figure on the 
next page shows, if costs overrun by the global 
average, the government needs to find $920 
million in present value terms, and UNOC makes 
a loss over the refinery’s lifetime. 

Taking a large equity stake could therefore 
generate substantial challenges for Uganda. 
If costs overrun by the global average, for 
example, the $920 million that the government 
would need to divert from the budget would 
significantly reduce the government’s ability to 
use oil revenues to finance public programs. 

To put that number in perspective, it is 
equivalent to about 8 percent of the revenue 
that the government expects to receive from 
the Lake Albert project during the 2030s,3 

and 13 percent of the total revenue that the 
government collected in 2022-23. It is also similar 
to the country’s annual road construction and 
maintenance budget and double the Ministry of 
Health’s budget in 2023-2024.4,5
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Change in UNOC funding required in 2030s if downside factors materialize (USD millions 2023, 8 percent 
real discount rate)8
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Of course, the refinery will generate 
considerable benefits for Ugandans. The 
government may therefore decide this is a risk 
worth taking, and a price worth paying. 

The government may not need to expose the 
country to this amount of risk, however. It is 
unclear whether the failure of AGRC to raise 
sufficient financing relates to the refinery’s 
profitability or other reasons. The refinery is 
profitable in our baseline scenario.

If the government can establish and address 
the reasons for AGRC’s fundraising failure, other 
investors may still be willing and able to provide 
most, if not all, the investment.

Our analysis points to a sequence of steps that the 
government could take to reduce the risk that the 
refinery becomes a burden on the public finances 
and a drag on the country’s development, while 
also increasing the likelihood of attracting new 
investors and securing financing. 

1.	� Mitigate the risk of cost overruns and ensure 
efficient operation through regulation.

2.	 Ensure deregulated product prices continue.
3.	�� Verify export opportunities before finalizing 

the mix of products that the refinery 
produces.

4.	� Provide less risky forms of state support 
than paid state equity if the refinery requires 
additional support to attract investment, 
such as sovereign guarantees for its 
financing, loans and targeted tax incentives. 

5.	� Take a lower stake in the project if other 
investors are willing to step in, and at 
the very least, not consider increasing its 
planned stake until it has exhausted all other 
options.

6.	� Carefully assess whether the refinery’s 
benefits justify the price that the government 
may need to pay after attempting to reduce 
its risk exposure through steps 1-5.
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Introduction

After a long wait since oil was first discovered in 2006, Uganda’s oil sector looks finally to be 
proceeding. Total and CNOOC decided to go ahead with the Lake Albert project in February 2022 and 
currently expect to start production in 2025. This project—made up of the Tilenga and Kingfisher 
blocks—could produce around 1.4 billion barrels of oil in total.9 In addition to developing the oil 
fields, the companies are constructing the East Africa Crude Oil Pipeline (EACOP), which will have the 
capacity to export 216,000 barrels per day (bpd) of oil. The government is also planning construction 
of a 60,000 bpd refinery. Once built, this refinery will have first call on production, with the rest being 
exported through EACOP.
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The government signed a framework agreement 
for the refinery project with the Albertine 
Graben Refinery Consortium (AGRC) in 2018. 
This agreement entailed the government 
taking an equity stake of 40 percent.11 Front-
end engineering and design (FEED) work and 
environmental impact assessments were 
subsequently completed, most of the land was 
acquired and cleared and a final investment 

decision was targeted for the middle of June 2023. 
However, the government canceled its agreement 
with AGRC after the consortium failed to secure 
sufficient financing within that timeframe. 
The government has said that it would like to 
partner with another national oil company but is 
considering all alternatives.12 AGRC’s challenges 
could persuade the government to take an even 
larger stake than 40 percent.

Figure 1. Expected configuration of Uganda’s oil sector9

10Uganda’s Oil Refinery: Gauging the Government’s Stake



Various government policy documents and 
external studies have set out the impact that the 
refinery could have on Uganda’s development. 

Concerns about the security of Uganda’s 
fuel supply have been at the heart of the 
government’s long pursuit of a refinery, set out 
as early as 2008 in the National Oil and Gas 
Policy. All petroleum products consumed in 
Uganda are currently imported from overseas 
through the ports of Mombasa in Kenya and Dar 
es Salaam in Tanzania. The main route involves 
a pipeline from Mombasa to Eldoret in western 
Kenya, and then more than 400 kilometres of 
substandard road to Kampala. This route has 
suffered several significant disruptions due 
to logistical issues and political instability.13 

The government has for some time been 
considering an extension to the pipeline from 
Eldoret to Kampala to improve the reliability of 
this route. However, this project appears to have 
stalled, apparently reinforcing the government’s 
belief that Uganda needs its own refinery. 

The refinery could generate other benefits 
for Uganda, as set out in a macroeconomic 
study by Stanbic Bank that the government 
commissioned in 2021.14 Petroleum products 
accounted for $1.1 billion or 11 percent of total 
imports in 2020-2021. Fewer petroleum product 
imports will improve the balance of payments. 
While the export of all of Uganda’s crude would 
also improve it, a refinery will result in greater 
improvements given the difference in value 
between crude and petroleum products. 

Given the government’s intention for the 
refinery to sell its products at import parity, 
the refinery is unlikely to significantly reduce 
prices for consumers. However, the government 
is hoping that the refinery will stimulate the 
birth of a petrochemical industry, as part of the 
Kabalega Industrial Park. This could potentially 
produce a cheaper source of products such as 
fertilizers and plastics for Ugandans, and further 
improve the balance of payments through 
import substitution. 

The government expects 4,000-6,000 jobs will 
be created through the four years of building 
the refinery. Once the refinery is operating, 
it will only employ a small fraction of this 
number: the government expects around 650 
people.15 Any significant job creation therefore 
depends on the refinery procuring substantial 
amounts of local goods and services, and on 
the success of related downstream industries. 
Stanbic estimates that overall, the refinery 
could generate around 32,000 jobs during its 
lifetime: about 21 percent of the jobs that the 
government expects the oil sector to generate 
at its peak.16

If profitable, the refinery will also generate 
government revenue from taxes and the 
government’s equity stake. The government 
estimates that it will collect around $3.3 
billion in total: an average $130 million a year 
assuming the refinery operates for about 25 
years. This translates to about 5 percent of the 
revenue that the government expects to collect 
from the oil sector overall.17 However, even then, 
an independent analysis in 2020 estimated that 
the government could collect less revenue from 
the sector overall by allocating some of Lake 
Albert’s oil to a domestic refinery rather than 
exporting it all as crude.18

It is also important to consider the impact the 
refinery will have on the environment, both 
locally and globally. This impact will depend on 
government and company efforts to minimize 
it. Air pollution, water contamination and solid 
waste leakage are the greatest risks to the local 
environment. The refinery is also expected 
to generate up to 1 million tonnes of carbon 
dioxide per year—doubling Uganda’s current 
emissions. However, to minimize the impact on 
the climate crisis, the government is planning 
to plant 40 million trees, which it expects will 
remove a similar amount of carbon dioxide from 
the atmosphere. 
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Given the government’s longstanding 
commitment to constructing a refinery, we do 
not further assess its overall impact on Uganda’s 
development. We focus on only one of the 
determinants of this impact: the government’s 
planned equity stake. The Uganda Refinery 
Holding Company, a subsidiary of the Uganda 
National Oil Company (UNOC), is likely to hold 
most of the equity. Government officials have 
indicated that some equity could be taken by 
other government entities, such as the National 
Social Security Fund. 

Part of the stake could also be taken by other 
governments in the East African Community, 
including a possible 2.5 percent by Kenya 
and 8.5 percent by Tanzania.19 However, the 
involvement of other countries is uncertain at 
this stage. 

There is limited clarity on the price that the 
government might ultimately need to pay for 
its equity stake. To provide further clarity and 
thereby inform government decision-making, 
we have analyzed the refinery’s economics and 
the implications for the government stake.
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The price that the government might ultimately need to pay for 
its equity stake needs further analysis
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The refinery is profitable in 
the baseline scenario

We developed an economic model of the 
refinery project (available on our website 
and described in the appendix) to assess its 
profitability. Our modeling suggests that the 
refinery could be reasonably profitable. It 
generates an internal rate of return (IRR) of 13 
percent in our baseline scenario. This IRR is 
within the range of the typical investor hurdle 
rate of 10-15 percent. 

The economics of Uganda’s refinery reflect 
the balancing act that refineries must strike 
with their configuration. The refinery has high 
construction costs, but our modeling suggests 
that the impact on its profitability will be offset 
by its access to reasonably cheap crude and 
ability to sell its products at relatively  
high prices.
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Figure 2. Expected yield of Uganda’s oil refinery

The configuration of the refinery currently 
envisaged in the FEED is a 60,000 bpd Residue 
Fluid Catalytic Cracker. This would make the 
refinery relatively small but one of the region’s 
more complex. Only 24 percent of Africa’s 
current refining capacity has fluid catalytic 

cracker capability.20 The government has said the 
refinery will produce petrol, Euro V; diesel, Euro 
V; liquefied petroleum gas (LPG); jet fuel, A-1; and 
heavy fuel oil (HFO). The yield in the FEED is set 
out in Figure 2.21

The refinery has high construction costs
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Construction cost

The government currently expects the refinery 
and supporting infrastructure to cost $4.5 
billion to construct. Around $3.7 billion is likely 
required for the refinery, and around $0.8 billion 
for a product pipeline from the refinery to 
Kampala and for storage terminals in Kampala. 
The refinery will be expensive even considering 
its complexity. The $3.7 billion cost for 60,000 
bpd of capacity translates to around $62,000 per 
barrel of refining capacity.

This is higher than the typical range of $20,000-
$50,000 per barrel, which spans varying 
complexity, locations, related projects and time 
periods. For example, the Dangote refinery 
in Nigeria, a 650,000 bpd complex refinery, 
will cost about US$29,000 per barrel.22 A very 
complex 1,200,000 bpd refinery in India, 
planned by Saudi Aramco and Abu Dhabi 
National Oil Company, will cost around $42,000 
per barrel.23 

The main reason for the high cost of Uganda’s 
refinery is its relatively small size, which prevents 
economies of scale. Projects tend to generate 
these scale economies only with a capacity of 
at least 100,000 bpd. However, building a larger 
refinery would probably not be to Uganda’s 
advantage either. A larger refinery would be able 
to benefit from economies of scale but would 
face crude supply challenges that could offset 
any improvement in its economics. 

Access to crude

The government signed a memorandum of 
understanding with the companies involved 
in the Lake Albert project in 2014, in which 
they agreed to the project supplying 60,000 
bpd to a domestic refinery. The government 
will therefore not be able to secure a larger 
volume of crude from the Lake Albert project. 
Doing so would harm the project’s profitability, 
particularly given the capacity of EACOP was 
calibrated for the agreed export volumes and 
the pipeline is already under construction. Total 
and CNOOC would therefore strongly resist any 
such attempt. 

Whether and when other projects will advance 
to oil production is uncertain. 60 percent of 
Uganda is unexplored and there has been a high 
success rate in areas that have been explored. 
Exploration plans are advancing in several other 
blocks, such as Ngassa, Kanywataba and Turaco. 
However, it remains to be seen which projects 
will advance to oil production, particularly given 
the uncertainty generated by the global energy 
transition. Even if some of these projects do 
proceed, they are unlikely to start production 
for a long time. They should get to first oil faster 
than the Lake Albert project because much of 
the infrastructure and regulatory framework 
that they will use will already be in place. 
Nevertheless, the average project globally takes 
7.5 years to get from discovery to production.24,25

The refinery could instead import the additional 
feedstock required for a larger refinery. 
However, importing feedstock reduces the 
benefit of being located close to oil production, 
and the lower transport costs that this allows. 

Demand for petroleum products

The optimal size of a refinery is also determined 
by the characteristics of the markets in which it 
intends to sell its products, and the competition 
it faces in these markets. 

Ugandan demand for petroleum products is 
growing quickly. Growth averaged about 5 
percent a year in the decade up to 2021 (the 
most recent year for which data is available), 
in line with economic growth.26 The country 
consumed the equivalent of 41,000 bpd in 2021, 
with petrol and diesel consumption by the 
transport sector accounting for about 85 percent. 

Some projections of future Ugandan demand 
are included in the Energy Transition Plan that 
was released in December 2023.27 We used 
these projections to build out projections of 
demand for each petroleum product, which are 
set out in Figure 4. We provide an explanation 
of our methodology in the appendix. If this 
projected consumption materializes, Uganda 
consumes almost all the refinery’s production. 
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The refinery must export any production that 
the domestic market does not consume. Being 
located inland, it should be able to supply its 
landlocked neighbors without much competition 
unless other inland refineries are built in  
the vicinity. 

Uganda’s most likely customers are Burundi, 
eastern Democratic of the Congo (DRC) and 
Rwanda. Like Uganda, they import most of their 
petroleum products via Mombasa and Dar es 
Salaam. The routes are thousands of kilometres 
long which increases final sales prices (see Table 
1). As the refinery will be closer than these ports, 
it should be able to undercut current import 
sources and offer cheaper products to  
these countries.29

South Sudan could be another market for 
Uganda’s refinery, but this depends on how 
South Sudan’s own refining ambitions develop. 
Until recently, it also imported most of its 
products via Mombasa. However, a 10,000-bpd 
refinery began operations in 2021.30  

The government is planning other refineries, 
with the aim of supplying both the domestic and 
regional markets.31 There is little information 
about these planned refineries in the public 
domain, so it is difficult to determine their 
prospects or what they may produce. However, 
they highlight the possibility that Ugandan 
exports may face competition even in inland 
markets. The Ugandan government has 
suggested that it is also exploring exporting to 
eastern Central African Republic (CAR).32

The refinery will face greater competition in its 
coastal neighbors of Kenya and Tanzania, given 
their accessibility to overseas refineries. 

The refinery may be able to supply western 
Kenya and northern Tanzania. However, 
even there, it may need to offer lower prices 
than it offers to its landlocked neighbors. 
This highlights another downside of a larger 
refinery—the larger it is, the more likely it will 
need to sell to these markets. 

Tanzania 0.73

Kenya 0.90

Rwanda 0.97

Democratic Republic of the Congo 1.00

Uganda 1.01

Burundi 1.21

Central African Republic 1.48

South Sudan 1.55

Table 1. Diesel prices across the region in 2020 (USD per liter)33
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Our modeling suggests that the refinery’s high 
construction costs are offset by its access to 
reasonably cheap crude and ability to sell its 
products at relatively high prices.

We expect the Lake Albert project to sell its 
crude to the refinery at the export netback price, 
as set out in the MPSA 1999—on which the Lake 
Albert production-sharing agreements (PSAs) 
are based—and the publicly available PSA for 
Block 3A.34 Given the high cost of transporting 
crude exports to the coast through EACOP 
(around $13 per barrel), the refinery will get its 
feedstock at a significant discount. 

The government is planning for the refinery 
to sell its products at a price based on import 
parity. Uganda’s petroleum products market 
is deregulated. As the Petroleum Supply Act 
2003 stipulates, prices are set by the market 
rather than the government.35 The refinery can 
therefore price its products at only slightly less 
than the import price and still undercut any 
import competition. Given that import prices 
include transport costs from Mombasa to 
Kampala of around $7 per barrel, the refinery 
can achieve a reasonable profit margin.36

The refinery has access to cheap crude and should be able to 
sell at high prices

Photo credit: David McNew via Getty Images
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government’s equity is not a 
silver bullet
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With a construction cost of $4.5 billion and 
assuming debt financing of 70 percent, we 
estimate that an equity stake of 40 percent 
would cost the government an initial $540 
million.37 This amount is similar to UNOC’s 
expectations.38 We convert the $540 million 
to present value terms to take into account 
the time value of money. Assuming a real 
discount rate of 8 percent, the initial cost is 
$440 million in present value terms. This would 
be a significant investment by UNOC, or any 
other state entity that takes a stake, such as the 
National Social Security Fund.39

Paying for UNOC’s stake from the government 
budget would have significant opportunity 
costs. To put the required $440 million in 
perspective, the government expects to receive 
revenue and grants of $9 billion in 2023/24.40,41 
These budgetary constraints mean any money 
that goes towards paying for UNOC’s stake 
would result in less money going towards other 
development priorities. We therefore expect the 
government would borrow the money to avoid 
these upfront opportunity costs. 

Photo credit: Wenbin via Getty Images
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Borrowing to pay UNOC’s equity contribution 
is not a silver bullet, however. Our model 
suggests that borrowing results in UNOC 
facing a financing challenge in the 2030s. The 
refinery will be repaying its loans and therefore 
generating a lower cash flow for UNOC at 
around the same time as UNOC’s own loans 
also fall due. Therefore, while UNOC ultimately 
makes a profit over the lifetime of the refinery in 
our baseline, UNOC’s annual returns are unable 
to cover its costs during the 2030s. 

The government will have to find money 
from alternative sources to make its loan 
repayments. Tax revenues from the refinery 

will be insufficient. Our model suggests that 
the refinery will not have recovered its initial 
construction costs and be profitable until the 
late 2030s. The government will also find it 
difficult to obtain another loan specifically for 
the refinery at this point, given the challenges 
facing the refinery that would make this 
additional financing necessary. 

The government will therefore probably need 
to divert money from the national budget. Our 
modeling suggests that the government will 
need to divert around $330 million in present 
value terms from the budget to contribute to 
loan repayments in the 2030s. 

Figure 5. UNOC cash flow from 40 percent equity in refinery in baseline (USD millions 2023, 8 percent real 
discount rate)
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The refinery faces large 
downside risks
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The price that the government ultimately pays 
for a 40 percent stake will be impacted by a 
range of factors and uncertainties that affect the 
profitability of refineries. 

Refinery economics are notoriously difficult to 
get right. Many refineries in sub-Saharan Africa 
have struggled: often operating intermittently 
and below capacity and generating a loss. For 
example, Nigeria’s refineries operated at an 
average of 15 percent capacity between 2010 
and 2018, and have been closed since for 
rehabilitation.42 Ghana’s 45,000 bpd refinery 
currently only operates at around 30,000 bpd, 
and is not only struggling to secure funds for 
maintenance and repairs, but also to procure 
crude.43 Niger’s refinery, constructed in 2011, 
has struggled to pay back its loans.44

Although Côte d’Ivoire’s refinery is viewed as 
one of the better performing in sub-Saharan 
Africa, it has also been facing financial 
challenges over the last decade.45 In addition to 
these historical challenges, refineries are now 
facing new or increasing downside risks as the 
global energy transition accelerates.

We analyzed five factors that will affect the 
profitability of the Ugandan refinery, and 
therefore the price that the government will pay 
for its equity stake. We looked at downside and 
upside scenarios for construction cost; feedstock 
volume available; global oil price; product prices; 
and regional exports. Several of these risks have 
a significant impact on the refinery’s returns, as 
Figure 6 shows. We discuss each of them below 
in order of the size of their impact.

Figure 6. Refinery post-tax internal rate of return if upside or downside risks are realized
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Construction cost

As is often the case with large infrastructure 
projects, the refinery may suffer from cost 
overruns. The estimated cost has already 
increased about 12.5 percent, from $4 billion to 
$4.5 billion. This cost may rise further still. An 
industry study of refinery projects across the 
world in 2014 found that they were, on average, 
69 percent over budget.46 We modeled this 
development cost overrun (taking into account the 
cost increase to date) as our downside scenario.47

In this scenario, the refinery generates an IRR 
of only 9 percent. Therefore, even if no other 
downside risks materialize, the refinery still 
generates a low return merely by replicating the 
experience of most other refineries. Even this 
significant overrun may be underestimating the 
risk. The cost of Nigeria’s Dangote refinery is 
now 111 percent more than initially expected, 
rising from $9 billion to $19 billion.48

It is possible, though unlikely, that the cost 
will instead be lower. We modeled this upside 
as a cost of $3.3 billion in line with the Stanbic 
study’s estimates in 2021. This results in a 
refinery IRR of 17 percent.

Global oil price 

The global oil price affects both the refinery’s 
costs and revenues, though not equally. A lower 
global price will likely reduce the refinery’s 
profitability. It lowers only one cost driver—its 
feedstock—but is likely to reduce most, if not all, 
its revenue streams. 

The global energy transition is expected to 
result in a structural decline in the oil market in 
the next few decades. The pace of this transition 
is uncertain. However, even before governments 
unanimously agreed at COP28 to transition 
away from fossil fuels,49 the transition was 
accelerating.50

Clean energy technologies appear to be 
adhering to the S-curve growth model 
experienced in previous technological 
transitions, with slow initial growth followed by 
exponential expansion because of industries’ 
rapid learning. This creates a positive feedback 
effect. More growth leads to more learning, 
lower costs, bigger markets and more growth.51

The average price in our baseline of $54 per 
barrel is around the 50-year historical average, 
and is similar to the long-term forecast of many 
international oil companies of $55-65 per barrel.52

Photo credit: Berkut_34 for Getty Images (via Canva)
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However, if the world achieves net zero CO2 
emissions by 2050 to meet the Paris Agreement 
target of limiting the global temperature rise 
to 1.5C, the impact on demand expected by the 
International Energy Agency (IEA) could lead to 
an average price of $16 per barrel between 2025 
and 2050.53 This is our downside scenario, in 
which the refinery IRR is only 9 percent.

Our upside scenario has an average price of $94 
per barrel during this period, in line with OPEC’s 
demand projections.54 This price rise results 
from OPEC’s expectation that oil demand will, 
in contrast to recent signs, continue gradually 
growing over the next three decades and that oil 
will become increasingly expensive to extract as 
cheap sources are exhausted. In this scenario, 
the refinery IRR is 16 percent. However, OPEC’s 
price projections are significantly higher even 
than the IEA’s Stated Policies Scenario, in which 
governments only implement policies already in 
place or currently being developed. 

Product price

Uganda’s current arrangement of leaving 
petroleum product pricing to the market is 
important for the refinery’s profitability. This 
arrangement makes it more likely that it can 
pass higher costs on to consumers. However, 
our discussions with various Ugandan 
stakeholders suggest that oil production might 
result in citizen pressure on the government 
to make petroleum products cheaper. This 
is unsurprising. All African countries with a 
refinery, except for Ghana, subsidize petroleum 
product prices.55 We therefore modeled a 
downside scenario in which the government 
caps the price at which the refinery can sell its 
products at 10 percent less than the baseline.56 
In this scenario, the refinery IRR is 11 percent.

Our upside scenario has the refinery selling at a 
price that is 10 percent higher than the baseline. 
This results in a refinery IRR of 16 percent.

160

140

120

100

80

60

40

20

0

2010 2015 2020 2025 2030 2035 2040 2045 2050

Historical IEA NZE Rystad base case OPEC

Figure 7. Historical and projected oil prices (2023 USD per barrel)



23Uganda’s Oil Refinery: Gauging the Government’s Stake

Feedstock volume available

We assumed that the refinery will receive 
490 million barrels of oil from the Lake Albert 
project. This is based on the reserves that Rystad 
expects will be available from 2028 onwards, 
which is when we think that the refinery will 
start operations. 

The current uncertainty about financing means 
that the refinery may start operations later, 
which would reduce the feedstock volume 
available to it. Total and CNOOC may also end 
production from the Lake Albert project earlier 
than expected if the global energy transition 
results in prices falling below its operating costs.  
Rystad estimates that the Lake Albert project 
will produce only 91 percent of its reserves if 
the world achieves net zero CO2 emissions by 
2050. Combining these two impacts results in 
the available feedstock volume decreasing to 
407 million barrels. We modeled this volume as 
our downside scenario. However, the impact of 
this risk materializing does not seem significant, 
as it only affects feedstock availability late in the 
refinery’s operations. The refinery IRR is only 
slightly lower and remains around 13 percent. 

In contrast, it is possible that other oil projects 
will be developed in Uganda. We assumed 232 

million barrels of additional oil production in 
our upside scenario, based on Rystad estimates 
of possible projects, and assumed that it is all 
used to supply the refinery. In this scenario, the 
refinery IRR is 14 percent.

Regional exports

As the government acknowledges, its Energy 
Transition Plan charts a feasible but ambitious 
future for Uganda. This includes, for example, 
expansion of clean cooking, including through 
LPG use, at a rate that is unprecedented in 
Africa. Domestic consumption in our baseline 
also relies on other government ambitions 
being realized, such as attracting investment for 
the conversion of the refinery’s HFO production 
into fertilizers. We hope that these initiatives 
succeed. However, in our downside scenario, we 
modeled petroleum product demand growing 
at the same rate as the past decade until 2040.57 
This is a lower rate than in our baseline. We 
modeled growth declining after 2040 in line with 
the Energy Transition Plan projections. In this 
downside scenario, the refinery is unable to sell 
all its LPG or HFO production to the domestic 
market in its first decade of operation.
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We assumed that the refinery can export the 
surplus to only Burundi, eastern CAR, eastern 
DRC, Rwanda and South Sudan. The refinery 
will find it difficult to compete in Tanzania 
and Kenya, as discussed above. It might be 
particularly challenging with LPG given Tanzania 
and Kenya have LPG ambitions of their own. 

Tanzania is constructing its own LPG facilities. The 
country is also attempting to develop its large 
offshore gas reserves in the next decade, which 
would further boost domestic LPG production. 
Some analysts predict that Kenya will emerge 
as an LPG import hub for East Africa.59 Many of 
the markets that the refinery exports to in this 
scenario are small. 

As Table 2 shows, if demand continues growing 
in each of them at the same rate as the past 
decade, only Rwanda consumes a large amount 
of the refinery’s LPG and only Rwanda and 
Burundi consume a large amount of HFO. 
Together, these markets only consume 75 
percent of the refinery’s LPG and HFO surplus. 

The impact of this risk materializing does 
not appear to be significant, however. In this 
scenario, the refinery IRR is only slightly lower 
and remains around 13 percent. We did not 
model an upside because our baseline entails the 
refinery exporting any surplus to the region at 
the same price as it sells to the Ugandan market.

LPG HFO

Refinery surplus for export 13.67 6.45

Burundi 0.02 3.00 

Eastern CAR 0.12 0.04 

Eastern DRC 0.05 0.04 

Northern Tanzania 20.96 0.04 

Rwanda 9.69 1.77 

South Sudan 0.35 0 

Western Kenya 60.62 3.53 

Table 2. Possible LPG and HFO surplus and regional consumption in refinery’s first decade of operation 
(million barrels)60



Uganda could pay more than it 
expects for its equity 
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The impact of the factors discussed above on 
the refinery’s returns will have a knock-on effect 
on the costs to UNOC of taking an equity stake. 
All these risks materializing, in one direction or 
the other, is unlikely. However, the government 
will pay a very different price to what it expected 
for a 40 percent stake even if only some of these 
risks materialize. 

If costs are in line with Stanbic’s estimate, for 
example, our model shows the government 

needing to find only $90 million in present value 
terms to support UNOC in repaying its loans 
(as Figure 9 shows) rather than the $330 million 
that we estimated in our baseline, and UNOC 
making a significant profit over the refinery’s 
lifetime. However, if costs overrun by the 
global average, the government needs to find 
$920 million in present value terms (as Figure 
10 shows), and UNOC makes a loss over the 
refinery’s lifetime. 

Figure 9. Change in UNOC funding required in 2030s if upside factors materialize (USD millions 2023, 8 
percent real discount rate)61
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Figure 10. Change in UNOC funding required in 2030s if downside factors materialize (USD millions 2023, 8 
percent real discount rate)62
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Therefore, even if oil markets hold up in 
the face of the global energy transition and 
no other downside risks materialize, the 
government will face a huge additional cost 
merely from the refinery replicating the 
experience of most other refineries. Prices 
falling because of the energy transition will also 
have a significant impact, however. If OPEC is 
right and prices significantly increase over the 
next few decades, the government needs to 
find $210 million. Yet if the world reaches net 
zero by 2050, the government needs to find 
$660 million.

Taking a large equity stake could therefore 
generate substantial challenges for Uganda. 
If costs overrun by the global average, for 
example, the $920 million that the government 
would need to divert from the budget would 
significantly reduce the government’s ability to 
use oil revenues to finance public programs. 

To put that number in perspective, it is 
equivalent to about 8 percent of the revenue 
that the government expects to receive from 
the Lake Albert project during the 2030s,63 
and 13 percent of the total revenue that 
the government collected in 2022-23. It is 
also similar to the country’s annual road 
construction and maintenance budget and 
double the Ministry of Health’s budget in 
2023-2024.64,65 Spending this amount of money 
on the refinery would therefore have severe 
opportunity costs.
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The refinery will generate considerable benefits 
for Ugandans. The government may therefore 
decide such a large equity stake is a risk worth 
taking, and a price worth paying, if it is needed 
for the refinery to go ahead. An equity stake will 
also generate significant returns if the downside 
risks do not materialize. 

The government may not need to expose the 
country to this amount of risk, however. It is 
unclear whether the failure of AGRC to raise 
sufficient financing relates to the refinery’s 
profitability or other reasons. Investors are likely 
to see the refinery as a risky project. Yet, the 
refinery is profitable in our baseline scenario. 
If the government can establish and address 

the reasons for AGRC’s fundraising failure, other 
investors with sufficient risk appetite may still 
be willing and able to provide most, if not all, 
the investment. If so, the government would 
be able to achieve its primary goal of having a 
domestic refinery without making such a large 
equity contribution. With a smaller equity stake, 
the government will lose out on some of the 
potential upside if the refinery is ultimately 
profitable. However, while private investors are 
likely willing to take the risk for this possible 
reward, the calculus should be different for the 
government given the significant opportunity 
costs attached to public money. If the decision to 
take a large stake does not pay off, the impact on 
Uganda’s development could be severe.

The government may not need to take such a large equity stake

Photo credit: Witthaya Prasongsin via Getty Images



The government could take 
steps to reduce the public 
finance risks
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1.	� Mitigate the risk of cost overruns 
and ensure efficient operations

1.1	� Require the project company to consult 
the government if costs are expected 
to exceed a certain threshold above 
the development plan estimates. The 
government might ultimately decide 
that the cost increase is justifiable or 
unavoidable, but this requirement at least 
gives it the opportunity to assess that, 
rather than finding out later after the costs 
have already been incurred. 	

1.2	� Set a limit for management fees. 
Management fees are often a source of 
cost increases. The operator has little 
incentive to keep them under control, 
and depending on the tax status of its 
headquarter jurisdiction, sometimes has an 
incentive to inflate them. The government 
could set a limit on such fees, based on 
what is reasonable for a refinery and the 
corporate structure. This limit could be 
a percentage of turnover or operating 
costs, or an absolute amount, and could be 
applied to both the project company and 
its contractors.

1.3	 �Conduct frequent and rigorous cost 
audits. Strict auditing by both government 
and independent auditors will improve 
the government’s chances of identifying 
costs that may still be excessive despite the 
above control mechanisms. 

These measures would boost lenders’ 
confidence in the project having sufficient 
cash flows for debt service and new investors’ 
confidence that they will achieve their required 
return on investment. 

Our analysis points to a sequence of steps that the government could take to reduce the risk that the 
refinery becomes a burden on the public finances and a drag on the country’s development, while 
also increasing the likelihood of attracting new investors and securing financing for it. 
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2.	� Ensure deregulated product prices 
continue 

2.1	� Guarantee deregulated product prices in 
the state-investor contract. A deregulated 
petroleum products market is set out in 
law, but laws can be changed. Including 
it in the state-investor contract provides 
more certainty.

2.2	� Consider increasing the mark-up between 
the market price and the actual sales 
price. Another way that the government 
can ensure prices remain deregulated, at 
least from the perspective of the refinery, 
is to build in a cushion between the market 
price and the actual sales price through a 
sales levy—for example, by increasing the 
fuel levy already in place. If prices rise to a 
level that the government feels the country 
cannot bear, it could then cut the levy. This 
would allow prices to fall without impacting 
the refinery. 

3.	� Verify export opportunities before 
finalizing the product slate

3.1	� Verify offtake agreements for exports to 
ensure any surplus supply in a downside 
scenario can be sold elsewhere. The 
companies will need to justify to creditors 
that they have viable and likely offtake 
arrangements. However, these processes 
are not always robust. The government 
could require sight of the offtake 
agreements and the right to verify their 
credibility (for example, through third-party 
verification). This requirement could be set 
out in the state-investor contract. 

4.	� If development of the refinery 
requires additional support, provide 
less risky forms than paid state 
equity 

4.1	� Provide land for free and prepare it for 
the refinery without charge. However, 
this arrangement should not negate the 
need for the government to compensate 
the current landowners or to ensure that 
adequate funding is available to mitigate 
any environmental harms caused by the 
refinery. 

4.2	 �Pay for supporting infrastructure that 
could be shared with other users. For 
example, the roads connecting the refinery 
to other areas. With this approach, the 
government would contribute to the 
refinery’s costs without the size of this 
contribution being dependent on the 
refinery’s profitability, and generate other 
benefits for Uganda. 

4.3	� Consider targeted tax incentives. 
Incentives like corporate income tax 
holidays should be approached with 
caution. They can significantly reduce tax 
revenues, often by more than expected, 
given that companies may then adjust 
their operations to frontload profits and 
take greater advantage. However, the 
government could consider incentives 
that help the project to recover its 
investment more quickly—for example, 
accelerated capital depreciation or import 
duty exemptions on specific items. Any 
tax incentive is risky in that it may result 
in the government forgoing revenue 
unnecessarily. Tax incentives would also 
increase the possibility that the benefits 
the refinery generates will be insufficient 
to compensate for the environmental and 
social harms that it will entail. However, 
these risks are lower than the significant 
risks to public finances of the government 
taking a large equity stake. 
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 4.4	� Consider more innovative approaches to 
financing:

a.	� Offer a sovereign guarantee for the debt 
that the refinery takes on rather than 
contributing through a large equity stake. 
A sovereign guarantee also exposes the 
public finances to risk, but the likelihood 
that the refinery will not be able to 
repay its loans is much lower than it not 
delivering a return to its shareholders. The 
government could agree that if it needs to 
cover some of the refinery’s loans, UNOC 
receives equity in exchange. By providing 
a sovereign guarantee, the government 
can also require access to all the refinery’s 
operational and financial information in the 
same way as an equity stake. 

b.	� Explore taking carried equity. This 
approach would allow the government to 
receive equity on preferential terms, with 
the other investors financing the state’s 
share of costs up front and the government 
paying them back via foregone dividends. 
Carried equity is more common for 
upstream oil projects, but there is no 
reason why the government could not 
at least explore taking this approach for 
the refinery. Given the interest that the 
government will pay on the carry loan, 
carried equity will reduce the refinery’s 
potential upside. However, it is less risky. 
The government would not have to pay 
anything up front, and could therefore 
avoid taking loans from other sources that 
would need to be repaid regardless of the 
refinery’s profitability.

5.	 Consider a lower stake in the project 

5.1	� Try to take less than 40 percent equity. If 
the government can establish and address 
the reasons for AGRC’s fundraising failure, 
other investors could still be willing to 
provide most, if not all, of the investment—
particularly after the government has taken 
steps 1-4. If so, the government would be 
able to establish a refinery without making 
such a large equity contribution and 
exposing the public finances to significant 
risk. A smaller stake would also still provide 
access to all the refinery’s operational and 
financial information. At the very least, 
the government should not consider 
increasing its planned stake in response to 
AGRC’s challenges until it has exhausted all 
other options. 

6.	� Assess whether the refinery’s 
benefits justify the price that the 
government may need to pay after 
attempting to reduce its  
risk exposure 

6.1	� If the government takes steps 1-5 and 
the refinery still hasn’t attracted sufficient 
financing for it to go ahead without the 
government taking a large paid equity 
stake, the government would need 
to conduct a cost-benefit analysis to 
determine whether the refinery’s benefits 
justify the price that it may ultimately need 
to pay. This analysis should include the 
opportunity cost of having less money for 
Uganda’s other development priorities.
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Appendix: Economic model of 
the refinery project

We developed an economic model of Uganda’s refinery project to inform our analysis. The 
refinery’s economics in our baseline scenario are summarised in Figure 11.
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Figure 11. Economics of refinery (2023 USD)

Like all models, the results depend crucially on 
the assumptions used. There are varying degrees 
of uncertainty around key inputs into the 
model, including the project’s design, costs and 
regulatory framework, any of which may have a 
significant impact on our estimates. 

Our main assumptions are presented in Table 3 
and discussed further below. Other assumptions 
can be found in the model.
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Element Assumption

Timeline Final investment decision (FID) in 2024, start of 
operations in 2028

Capacity 60,000 bpd

Capacity utilization 95%

Yield

Petrol: 55%
Diesel: 24%
Jet fuel: 4%
LPG: 13%
HFO: 4%

Development cost $4.5 billion

Operating costs $3 per barrel

Global crude price $54 per barrel on average in 2025-2050

Crude feedstock price $36 per barrel on average in 2025-2050

Sales price

As % of global crude price:
Petrol: +35%
Diesel: +37%
Jet fuel: +64%
LPG: +60%
HFO: -13%

Feedstock volume 490 million barrels

Domestic consumption in 2021

41,000 bpd, of which:
Petrol: 41%
Diesel: 44%
Jet fuel: 6%
Kerosene: 3%
LPG: 3%
HFO: 2%

Annual growth in domestic consumption In line with Energy Transition Plan

Taxation

Corporate income tax of 30%; 
Initial capital depreciation allowance of 50% followed by 
declining balance of 30% a year; Unlimited loss carry-
forward; 
Dividend withholding tax of 10%

Ownership UNOC: 40%; other investors: 60%

Overall financing Equity: 30%; Debt: 70%

Interest rate on loans to refinery 8% in nominal terms

UNOC financing Paid up front, with UNOC taking a loan to do so

Interest rate on loan to UNOC 8% in nominal terms

Government discount rate 8% in real terms

Inflation rate 2%

Table 3. Baseline assumptions for refinery (2023 USD)
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Timeline
We based our assumption of an FID in 2024 on 
the urgency that the government is approaching 
its search for new investors and most pre-FID 
activities having already been completed. We 
based our assumption of operations starting 
in 2028 on construction taking four years as 
set out in the Stanbic macroeconomic study 
commissioned by the government in 2021.66

Capacity and yield
We based our assumption that the refinery 
will have an initial capacity of 60,000 bpd on 
government statements, while the utilization 
rate of 95 percent is a typical industry 
assumption. The refinery’s yield aligns with 
that considered in the FEED according to 
government statements.67

Costs
We based our assumption that the refinery 
project will cost $4.5 billion to develop on 
government statements.68 This amount includes 
around $3.7 billion for the refinery, and around 
$0.8 billion for a product pipeline from the 
refinery to Kampala and for storage terminals in 
Kampala. We based our assumption of the time 
profile of this spending, set out in Figure 12, on 
discussions with the government. For operating 
costs, we took the assumption of $3 per barrel 
from the Stanbic study.
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Figure 12. Assumed development costs of refinery (2023 USD)
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Prices
Our assumption of an average global crude 
price of $54 per barrel between 2025 and 2050 
reflects Rystad Energy’s base case. This is similar 
to the long-term forecast of many international 
oil companies of $55-65 per barrel. 

We assumed this average global price of $54 
per barrel translates into an average feedstock 
price for the refinery of $36 per barrel. This 
assumption is based on the feedstock price 
being the export netback price. We calculated 
the netback price by assuming that Uganda’s 
crude is discounted by $1 per barrel compared 
to the Brent price, in line with the Stanbic study. 
We assumed transport costs of around $17 per 
barrel, which is also in line with the Stanbic study. 
This cost comprises a tariff of around $13 per 
barrel to transport the crude to the coast through 
EACOP and shipment costs of $4 per barrel. 

The prices at which we assumed that the 
refinery can sell its petrol and diesel output 
are based on our calculation of the import 
parity price. We drew on Kenyan government 
data on the landing price of crude at the port 
of Mombasa, and the difference between the 
sales price in Mombasa and the sales price in 
Eldoret. This difference allowed us to estimate 
the transport cost per kilometre, which we used 
to estimate the transport cost from Mombasa 
to Kampala. Given that there is less data on the 
other products—jet fuel, LPG and HFO—we used 
the prices assumed by the Stanbic study. 

Feedstock volume
We based our assumption of feedstock volume 
of 490 million barrels on the reserves that 
Rystad expect will be available from 2028 
onwards. 

Consumption of petroleum products
Our assumption of domestic consumption in 
2021 of 41,000 bpd reflects the most recent data 
on Ugandan consumption. The Uganda Bureau 
of Statistics provides data on petrol, diesel, jet 
fuel and kerosene, but not LPG and HFO.69 We 
therefore used EIA data.70

The reported volumes are similar for petrol, 
diesel, jet fuel and kerosene. 

We based our projections of future domestic 
consumption on the data provided in the Energy 
Transition Plan.71 The plan expects demand 
of around 105 kb/d in 2030, 145 kb/d in 2040 
and 125 kb/d in 2050. We worked backwards 
using data provided on LPG and HFO demand 
to estimate the product mix in these years and 
then extrapolated to develop projections for the 
interim years. 

The plan does not envisage HFO demand 
increasing significantly from existing sources.
However, the government plans to convert all 
the HFO produced by the refinery into fertilizers. 
We assumed that the fertilizer plant starts 
operating in 2030, two years after the refinery 
starts operations. The plan expects LPG demand 
to increase to around 300 thousand tonnes (kt) 
in 2030, to 450 kt in 2040 and then fall to 350 kt 
in 2050. 

We assumed the remaining demand is for 
petrol, diesel, jet fuel and kerosene and that 
the amounts demanded of each are in line with 
their share of the current mix. 

We assumed that the refinery can export any 
surplus that the domestic market cannot 
consume in our baseline scenario. 

Taxation
We took our assumption of corporate income 
tax of 30 percent and dividend withholding tax 
of 10 percent from the Stanbic study. Like this 
study, we are conservative and assumed that no 
other significant taxes are levied on the project. 

The corporate income tax rate aligns with that 
in the Income Tax Act 1997, as amended. Our 
other assumptions about the administration of 
this tax also align with this act. For simplification 
purposes, we assumed that all capital spending 
is on plant and machinery. 

The dividend withholding tax rate aligns 
with that in the Income Tax Rate for resident 
recipients but is lower than the rate of 15 
percent for non-resident recipients. 
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Ownership
We based our assumption that UNOC (or other 
government entities) will take an equity stake 
of 40 percent on government statements. 
This assumption aligns with the assumption 
in the Stanbic study. It is possible that other 
governments in the region will take part of this 
stake, but this is currently uncertain. 

Financing
We based our assumption that around 70 
percent of the refinery’s development costs 
will be financed by debt and around 30 percent 
will be financed by equity on government 
statements.72 We assumed that the interest rate 
on this debt will be 8 percent, since this is the 
weighted average cost of capital for oil-related 
projects in emerging markets.73

We based our assumption that UNOC will pay 
up front for this equity and borrow to cover this 
cost on discussions with the government. We 
assumed that the government will not be able 
to secure a loan with significantly lower interest 
rate than the industry average. 

Government discount rate
Our assumption that the government has a 
discount rate of 8 percent in real terms, and 
therefore a discount rate of 10 percent in 
nominal terms after accounting for inflation of 2 
percent, is typical for this type of analysis and is 
in line with the Stanbic study. 
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