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THE PETROLEUM (REFINING, GAS PROCESSING AND CONVERSION, 
TRANSPORTATION AND STORAGE) BILL, 2012 – CONSTITUTIONAL 
ISSUES AND AMENDMENTS 

 

MINORITY REPORT FROM THE NATURAL RESOURCES COMMITTEE. 

One of the most celebrated Economists of our time, Prof. Joseph Stiglitz who 
is also a recipient of the Nobel Peace prize, recently stated that the GDP 
figures are not safe economic gauges for oil producing Countries especially 
in Africa. 

According to Dr. Stiglitz, 

“A government which over focuses on GDP indicators may easily be 
encouraged to give away mining or oil concessions to the disadvantages 
of its citizens.” 

While the Constitutions of Ghana and Nigeria address environmental 
calamities, related to petroleum production and refining Uganda’s Basic Law 
is silent on that. 

Uganda should not celebrate for having discovered petroleum for no Country 
in Sub-Saharan Africa, among those that own oil resources, has ever 
achieved sustainable growth. Countries like Chad, Angola, Sudan and 
Nigeria said to have oil, have demonstrated that, oil can also plunge them 
into a curse, economic decay environmental degradation and political 
instability. 

Government should answer the following questions on the Refining Bill 

It is said that Uganda shall construct a refinery soon. Who is constructing 
the Refinery? I have not seen the refinery budget reflected anywhere in the 
Nation’s budget. This Bill has therefore financial implications beyond the 
normal financial implications we know of. Where is the equipment to build 
the refinery reflected in the Bill? Will the oil investors build the 
transportation infrastructure like roads, airstrips and a railway line? How 
can we pass a Law in a vacuum? How has the refinery land been procured? 
Are we talking about land purchases or government acquired land? How will 
the people living in the refinery area be protected? We need a comprehensive 
report on that. It is said that Uganda has oil in Basins beyond the Albertin 
graben. When are we beginning to explore oil in the Hoima Basin, Lake 
Wamala Basin and Moroto Kadim Basin?  
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Definition of a refinery- 

A factory process where heavy hydro-carbons and lighter gaseous elements 
are converted into higher value products like liquefied petroleum gas, 
gasoline, naphtha kerosene, wax asphalt and petroleum coke. 

Why the Refinery should be discouraged- 

1. Uganda is a small Country where nearly every area can be put to 
agricultural use. Locating a refinery to a proper place is a problem due 
to the environmental hazards attached to it.     

2. The refinery should be located far away from residential areas as well 
as National parks and game reserves. Should the refinery be located 
in Kabale, the two National Parks Murchison Falls and Queen 
Elizabeth National Park may become extinct. 

3. NEMA has no capacity to detect and monitor environmental hazards 
related to oil refinery. Uganda also lacks capacity to address the big 
cash and human resource environmental related hazards which the 
oil refinery will cause. 

NEMA 

The practical activities under the cover of the petroleum Refining Bill are 
huge and include, gas processing and conversion, transportation and 
storage. When NEMA senior officials last met the Natural Resources 
committee, they admitted that they did not have the capacity to monitor 
and assess those activities due to lack of funding. NEMA too may not 
even have the technical capacity to do what it is expected to do even 
when they access the required funds. NEMA should have an already 
worked out oil refining programme to put before Parliament. 

Climate change in the Albertingrabevis a vis petroleum with reference to 
the data base released by Dr. Derek Pomeroy and Tushabe is bound to 
worsen coupled with the loss of biodiversity. Land for the last four years 
has been degazetted immeasurably in promotion of petroleum production 
and refinery activities. Oil related activities leading to production and 
refinery namely construction, mining, pollution are all a negation to a 
good climate and biodiversity. While Uganda has developed a policy on 
gas and petroleum production, it remains to adopt a climate change 
policy which would direct petroleum production in the Country should 
harvesting begin. 
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There is a big problem. 

The Albertingraben is the oil prospecting area as well as the area which is 
also very rich in bio-diversity. The state of the Environment Report 2008, 
has revealed that highly endangered animal species like the greater 
Kudu, the Flaked Duiker and the mountain gorilla live in the graben. 

But the state of the environment in 2010, has also been bold enough to 
reveal that petroleum related impacts like noise, vibration from heavy 
equipment, vegetarian clearance plus hydrological changes and 
drainage, may not spare wildlife in the graben. The same report has 
indicated that oil related activities will lead to disturbance of the 
local population and wildlife. Contamination of the soils, water and 
the air through periodic flaring, gas emissions, used chemicals, 
waste and accumulated wax. The Petroleum Refining Bill is silent about 
all this. 

Constitutional Amendments 

(a) Petroleum refining, gas processing and conversion, transportation and 
storage is a dangerous undertaking which calls for a penalty to 
address negligence and failure of the petroleum developers to observe 
environmental standards. 

There is therefore need to create a new clause from which the refinery Bill 
will draw its power of existence. The refinery law is supposed to 
operationalize an existing constitutional provision on oil refinery. The 
refinery law therefore would be existing in open isolation from  the Basic 
Law. 

Justification  

To address possible oil spills and refinery problems similar to what 
happened in Venezuela respectively recently. Relate the contents of Article 
22(1) of the Constitution with the Penal Code (Cap 120) S. 188 

Finally, oil refinery in Uganda is a new phenomenon. The studies so far 
carried out on oil refining in accordance with the Ugandan environment, are 
too scanty not to cause fear. I therefore propose the following;- 

(a) Oil should not be refined until an environmental impact assessment 
report has met the litmus test of NEMA coupled with a public hearing. 

(b) Uganda should immediately implement the 2009 resolution of 
Parliament banning the use of polythene material. If that is not done, 
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the manufactures of polythene materials will be on the increase since 
polythene material is a direct bi-product of petroleum.    

 
COMMENTS ON THE CONTENT OF THE REFINING BILL 2012 

This report presents alternative proposals regarding the midstream bill 
2012. It’s a testament that the majority members of the NRC failed in their 
duty to make recommendations on the bill for the social, economic and 
environmental wellbeing of Uganda. 
 
The midstream bill is the most critical petroleum legislation in Uganda as it 
deals with petroleum activities that are socially, economically, 
environmentally and politically most sensitive to Uganda and the region at 
large. For instance, the bill seeks to authorize the refining of petroleum in 
the country and already, the government and her oil companies have 
decided where to build a refinery on a 29 square Kilometer of land in 
Kabaale parish-Hoima district. Where is the Environmental Impact 
Assessment (EIA) that guided such as a decision? Parliament has never seen 
such evidence but is making a law to endorse a refinery. This is not 
accepted. You cant make a law before you have facts. 
 
Implications of a refinery on the ecosystem in the Albertine Graben and 
beyond. 
 
The refinery in Kabaale despite its alleged possible economic benefits, 
remains the most delicate project in Uganda. The experiences from the Niger 
Delt and Chad indicate that inexperienced countries such as Uganda cannot 
run a refinery without negatively affecting the environment. As you are 
aware, the refinery in Kabaale is along River. Wambabya and Wambabya 
Forest Reserve. It is surrounded by flora and fauna of high importance. The 
River is a tributary of L. Albert and traverses Kabwoya Game Reserve and 
the Villages of Mbegu and Kiryamboga before it pours her waters into Lake 
Albert. 
 
 In effect, any mistake /accident made on the refinery and connecting 
pipelines from oil wells to the refinery will cause heavy local, national, 
regional and international consequences. God forbid, if the refinery and 
connecting  pipelines pollute the waters of River. Wambabya alone, this 
would affect L. Albert, R. Nile and the citizens in the Graben risk 
extermination. Worse still, Uganda will find herself at war with her 
neighbours- those who depend on L. Albert and Nile waters including DRC, 
South Sudan, Ethiopia, Sudan and Egypt. The beneficiaries of 
Mediterranean Sea will also come for Uganda’s neck. The NRC proposals 
failed to take these issues into account. We cannot allow a refinery in 
Uganda before undertaking a comprehensive social, economic, 
environmental and political assessments of the entire all the major 
resources in the Graben. The decision of a refinery must involve all those 
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likely to be affected both within and outside Uganda. This must be reflected 
in law. 
 
Pipelines from oil wells to the refinery 
 
Further, the majority NRC report does not take into account the risks that 
will be posed by hundreds of pipelines that will be cris-crossing the Rivers, 
Lakes, Parks/Game Reserves, town centres, settled communities and others 
on their way from the various oil wells to the refinery. It is surprising that 
the NRC accepted to allow a refinery in the country even before the authors 
of the refinery could present evidence and explain the country’s capacity to 
manage a refinery without affecting the Albert Graben’s biodiversity. Where 
did the NRC majority members base themselves to take such a decision? 
They should have consulted the citizens through a referendum.  
 
Economic implications and ownership of a refinery 
 
If we use examples from countries such as Chad and Nigeria that have built 
refineries without domestic skills, the NRC should have appreciated that 
Uganda’s refinery will be the most single expensive project in our country’s 
life history with no guarantees for economic viability. The entire capital and 
technology will have to come from outside Uganda. The country’s debt 
burden will increase ten times from the current debt.  So, it is unfortunate 
that the NRC can accept to make a law that will commit our country to a 
venture where there is no evidence that we shall have an advantage. The 
NRC did not even bather to ask the executive to present the various 
development options such as comparing the option of  a pipeline to export 
crude oil against a refinery. How can a country that fails to process its hides 
and skins commit itself to process oil and hope that her products will 
compete with products from efficient countries. Mind you, Ugandans have 
continued to shoulder the burden of expensive sugar made by incompetent 
companies in Uganda when there is cheaper sugar in Kenya for the sake of 
protecting incompetent Ugandan sugar industries. Ugandans are interested 
in efficient industries and affordable products but not protection for its 
sake. 
 
The NRC proposals do not explain key issues including; who will guarantee 
the borrowed capital for the refinery, who will own the refinery, what 
products will it produce, how will it be transported, marketed and what 
measures are there to ensure that the refinery will produce products which 
will compete on the markets in Rwanda, Kenya, Burundi, Sudan, Tanzania 
and DRC with oil products from other countries. We must protect our oil 
sector from political feelings. Every decision must be based on evidence 
based on research and faults. 
 
Presence of oil in the region and lessons from the failed Early 
Production Scheme (EPS) 
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The presence of oil in DRC, South Sudan, Kenya and possible discoveries of 
oil in Tanzania, Rwanda and Burundi demands that Uganda’s decision on 
the best development option is done with the greatest care. The NRC should 
have examined the factors that failed the Early Production Scheme in 2009 
in order to appreciate whether or not our country has the capacity to 
manufacture oil products that can compete in our oil region. Even if the 
Ugandan market was enough to consume all the refinery products, the 
products must still pass the test of being price competitive with those 
products made in other countries. The citizens must be assured that they 
are not going to be forced to consume more expensive products because they 
are manufactured by a Ugandan refinery. The alleged feasibility study 
claimed to have been the basis for endorsing the refinery decision has never 
been discussed by Ugandans and therefore, it should be ignored by the 
NRC. 
 
Summary of the issues that are lacking in the NRC majority report 
 

• The majority members report fails to recommend reduction of direct 
ministerial discretionary control on the midstream operations, 

 
• The report fails to recommend for the strengthening of the 

independence, and better defining of institutions and their roles, 
 

• Further, the majority report leaves the minister to legislate a lot on oil 
through secondary regulations and contracts, and ministerial 
discretions, 

 
• The majority report does not specify what kind of system the GoU will 

use for partnering with international oil companies, all that remains 
in the hands of the members and Parliament. 

 
• The majority report fails to recommend for Parliament to play a major 

role in the management of the petroleum sector by giving it the explicit 
power in the legislation to approve new acreage, regulations, licenses 
and contracts and as well as playing a greater oversight role than the 
traditional one. 

 
• More so, the majority report fails to recommend that all documents 

relating to all midstream operations are public unless specifically 
defined by the same Act under the exemptions. 

 
• The Majority report fails to recommend that the petroleum bills on 

upstream, midstream and downstream should be debated and passed 
at the same time to ensure consistence of petroleum laws for the 
common good. 

 
• Recommend that all midstream operations at all levels including 

licensing, allocations, license renewals, terminations, and EIAs 
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processes must be implemented in effective consultations with 
relevant stakeholders including local communities, religious leaders, 
civil society and cultural institutions. 

 
Specific weaknesses and recommendations with justifications on the 
majority report: 
 

1. Clause 1 on page of the Midstream bill: commencement… 
The NRC did not comment on this clause. 
Recommendation: The NRC should have recommended that the Act shall 
come into force upon being passed by parliament. 
 
Justification: Giving the minister discretion may delay the operation of the 
law given the experience with the executive. 
 
More so, the NRC should have proposed a date for commencement or a 
timeframe for the introduction of supplementary regulations by the minister 
at all levels. This will avoid misuse of discretion by the minister (see sec. 98 
Midstream bill). 
 
Further, there should also be timelines for the conduct of feasibility studies 
and contracts for the refinery. 
 

2. NRC page 18 and clause 3 regarding interpretation: It fails to 
recommend on the definition of the minister.   

3.  
The definition of “minister” in the bill is weak but silence of the majority 
report means that the members endorsed it.  This may allow the appointing 
authority/President to put any Minister in charge of the oil sector, and 
change which Minister these powers are assigned to at will. 
 
Proposal; 
 
-Minister: means the minister for oil. 
 
-Parliament shall approve the president’s choice of Minister responsible for 
petroleum activities and any subsequent transfer of petroleum activities to 
another Minister. 
 
Justification: the Act should ensure that no minister can take charge before 
being approved by parliament. This will avoid incompetent or weak 
ministers from mismanaging the oil industry through presidential 
discretions. 
 
Ministerial control 
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The report of majority NRC fails to reduce the excessive powers of the 
Minister given under the bill. Much of the detail is left to the minister 
through making decisions on refineries.  
 
Parliamentary oversight 
 
One notable aspect of the current NRC report is the absence of a 
recommendation to strengthen the role to be played by the Parliament. 
Some limited information will be presented to Parliament. That said, 
Parliament does not seem to play a role in the most critical areas such as 
deciding on development options ie whether to build a refinery or a pipeline, 
ownership of the refinery and others. 
 
Lack of clarity on financial management 
 
The report does not recommend for detail on financial management, 
including how oil revenues will be governed at the midstream level. 
 
The NRC report should have recommended for Parliament to possess a far 
more comprehensive oversight role in the major decisions in the petroleum 
sector, such as over development options, as is the case in other petroleum 
producing countries. Parliament needs to play a strong oversight and 
monitoring role considering the current corruption levels and the fact that 
the downstream success will in coming years largely depend on the 
efficiency of the midstream. 
 
 
Contents of contractual agreements/licenses 
The NRC fails to recommend that all contractual agreements in the 
midstream shall not have exclusions stabilization clauses which protects 
companies from the impacts of subsequent changes in law. The bill should 
also recommend for strict human rights and environmental safeguards and 
measures in all midstream operations.  
 
Pre-qualification of companies and the right to object 
 
The NRC report fails to adequately address the issue of pre-qualification of 
companies to apply for contracts such as those regarding the refinery and 
pipelines when it comes to environmental, safety and human rights records 
(for example clause 10 Midstream Bill).  
 
Complaints and Compensation  
 
The committee report does not provide for the consultations, community 
relations or compensation in case of violations. This is a striking omission 
given that pipelines, refineries and associated infrastructure are likely to 
have a substantial impact on local people.  
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Takeover 
 
The report of NRC does not permit the takeover of companies’ facilities by 
the government where ‘(c) the costs of the licensee have been fully 
recovered’. Its lacking in the committee report. 
 

4. Transparency and accountability 
Transparency of information 
 
The lists of information to be disclosed are not exhaustive and subsequent 
clauses in the  Bills severely restrict information. Clause 149 of the 
Upstream Bill indicates that unless a disclosure is agreed to by the third 
party, the Minister must keep all information submitted to him/her 
confidential and cannot reproduce or disclose anything – unless the category 
of information is specifically mentioned in this bill or Access to Information 
Act. It seems, therefore, that anything falling outside of the list would not be 
made public without express permission from the company. 
 
In the previous draft of the Upstream Bill, licences were included in the list 
of documents that the Minister may make public. However, in the current 
draft they are not. The lists do not include EIAs, Social Impact Assessments 
(SIAs), inspection reports or other potentially important documents. 
Requiring additional documentation would be preferable. 
 
An alternative would be to make all documents and information relating to 
the sector public unless they fall within a narrowly defined commercial 
confidentiality provision relating to bidding strategies or proprietary 
technology. 
 
The Clauses do not address time frames either, so it is not possible to know 
when the Minister is to make information publicly available. 
 
Another area of possible concern is the unspecified fee payable to access 
this information under the Clauses (Upstream 148(2), Midstream 76(2)). If 
set too high this could prove prohibitively expensive for the most vulnerable 
like journalists. 
 
Whistleblower protection 
 
There is no whistleblower provision in any of the two Bills. This is of 
particular concern in relation to Clauses 33 and 150 in the Upstream Bill 
and 78 in the Mid-stream Bill which prohibit public servants from disclosing 
information about the sector even if it is in the public interest – i.e. cases of 
corruption or negligence. Whistleblower protection is vital in ensuring that 
matters of public interest come to light. 
 
Information required by the Minister 
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Clause 173 in the Upstream Bill and 93 in the Mid-stream Bill allow the 
Minister to demand information relating to the petroleum sector from 
anyone who has it. Whilst this has obvious advantages for the government, 
it could also be interpreted to obligate journalists or NGOs to hand over 
information which could jeopardise sources. It would be valuable to insert 
an exemption or safeguard. 
 
Environmental and social protection  
Whilst the report recommends for ‘best petroleum industry practice’ in 
several clauses there is no reference to internationally recognized principles 
and guidelines. These could include but not be limited to initiatives such as 
The International Finance Corporation Performance Standards, The IMF’s 
Guide on Resource Revenue Management, The Natural Resource Charter 
and The Extractive Industry Transparency Initiative. 
 
 
 
 
 
 
 
 
 
John Ken Lukyamuzi MP 
Shadow Minister of Water and Environment. 

 


