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COMPENDIUM OF BACKGROUND INFORMATION ON:

HEB.16.12.877: & Bill for an Act to Provide for the Es tdhﬂ"éhment of the Legal
and Regulatory Frameéwork, Institutions and Regulatory Authorities as well as
guidelines for the operation of the Upstream and mwwmﬁredrv | Sectors of the
Nigerian Petroleum Industry,

ME.16,12,878: A Bl for anAct to Establish a tiscal Frarawork that
encourages further investment in the Patroleum Ir dusﬁrgﬁ whilst increasing
“aceryable mwemuw o ‘me F@'deruﬁ Gc:nvummam of Ni g@rta ‘ :

ME.15,92.870; £ Bill for an Act o Provide for a frau*mwwh rewﬂm ing to
Petroleum Producing Host Community’s partici ipation, cost and baneflt

sharing amongst the Government, Petroleurn E){pﬂwmimm mmpaﬂws and
-"}?E“Nmﬁm . Hast mﬂmun” a5 and for Related Matters
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; ‘
A, SIGNIFICAN ﬁl EOF THE P’ETR@LEUM INERUISTRY T@ MNIGERIA
ECONORMY ]

1. Nizeriais a valimn‘m cultural Econcmy |

Oil and Gas iﬂ the predominant product of our econ Y

v Qil and Gas Accourits For:
- Over 80% of Nigeria Government Revenue IFederal, States and Local

Governments],

- Over 95% of Nigeria foreign exchange earnings
- 30% of E\imria GDP

Status and wellbeing of present Nige: ria economy deg mmﬂ."n aly

petroteum .
|
2, Nigaria Oil and Gas Reserves:-
o Crude Oil~ 37 bilion barrels
o Gas~ 187 trillion cubic feet {33 bin boe)
|
. | : !
2, Crude Oil Production and Capacily |
o Current Production = 2,3 million bbl/d
o Capacity = 3,3 million bb!/d

4. Wigeria is ’thée 6 Largest Exporter Amang OPEC
5. Nigerizis Hw 7 Lawew as Reserves in the World

-%
Nigeria has the reserve base / resource engowment 1o be a rmajor player...

BUT




1
B. PROBLEMS OF T HME NIGERIA PETROLEUM INDUSTRY
1, Out-d a't:@d. le gal Framework
2. Institutional Decay / inefficient Regulatory Entities
3. Out-dated ifﬁr:%cm! Framework / Decline of Revenue
4, Host fi:omn'm,shi'tées Par"ﬁ:icépa‘tiam / Wiger Delta Crisls
5. Downstream E.abanmlumison
6. Poor per'é‘*mmance of NNPC - teform of NNPC

7. Frontier Exploration : |
8. Exploitation of Gas for Development
9. Dedlining Production / Poor Reserves growth

10. Lack of Global / Regional Cmnpe'ti‘tiveness

. Historical megﬁ ound and Trajectory of the PG
You will recall: Emt Ph esident Olusegun Obasanjo set up the Ol and Gas
industry (Refor mk ) Committee (OGIC) In the year 2000 tq undertake
comprehensive reform of the Nigeria Petroleum I i JSLW That Committee was
charged {o deum the biueprint for a national oil and gaJ policy. The :
Commitiee C;ubmsued its report to government in 2007 ancﬁ this was translated
into a proposed Eegbﬂdﬂmn that is, the Petroleum Hndusiry Bill 2008 which was
sent to the National Assembly by former President Umaru Musa Yar Adua for
legisiative dCUOﬂ Since 2008 when it was first intr mciuced the Petroleum
Enriustry Bill (P ) has been in the works in one form or 1he other. During the
7th National Assembly (2011-15}, additional efforts wer e made to pass the
20172 version of the Bill but it unfortunately was unsucces#ui imilar to
attempts at pr mr parliamentary sessions. The present eFF@rt has seen the bill
split into three BEH and all have gone through second readmg in this House




0. Government fhsmmtmw for Petroleum Industry

»  Production Mp«m ty of 4million b/d oll
¢ Proven (mue Gil Reserves of 40 bin bbl
o Delivery of Puwur Road Map

»  Delivery of taas Master Plan

«  Robust, long “term revenue stream

I
|

E. Fundares ntal L”i}h actives of O and Gas Industry Refory

»  Creale efﬂcuﬁemt and effective independent regulatory agency —a one-stop |
| .

shop agency |

o promote effective policy making - separates policy making, regulation and
cornmercial undertakings :

o Reform NNPCfor better performance and profitability

e Deregulate and liberalise the downstream petroleum sector

©  Enhance Lease Administration for effective petroleum operations

o (Optimize dmmaﬁ stic gas supplies for power gerxérat'ibn

¢« Promote r%u;t Communities P’artnc [:muun mm:i Create §1 conducive business

bl I

environmer 1

«  Protect health, safety and the environment / Promote local content,
\ .

« - Establisha mgmqsuve fiscal framewaork that promotes investment and
enhances Eovemm@ni Revenue '
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Fo LAYWS THAT ‘U%fﬂ i BE REPEALED WITH THE PASSAGE O

P THE BILLS

1. Petroleumn A@:‘q (Cap. 350 of LFN 1990 as amended ~ wh ich came into force

on 27 E\Ilaveﬁ*nbev;‘il%g);

The following rr:e,éufatiuns made pursuant to the Act will equally be affected:

]
(a) Minerals Ol {Safety) Regulations 1963 {effective 11 April 1962)

(b} Petroleum {L )i illing and Production} Regulations Nov.

(¢} Crude E‘lﬁﬁi‘ (v u*a?msapm'm‘tmn aricl Shig nw.-mﬁ- Regulations
|

7. Nigerian National Petroleun Corporation Act {Cap.
I i

amended (1977}

3. Deep Offshore and Infand Basin Praduciion Sharing

of 1959 (as ﬂm@r:"ecﬁmtj - (1%3)"

1969
Dec. 1984
190 of LFN 1990 as

Contracts Act (No. S

d,  Petrofeurn b Iﬂm“ﬂ Tax ME. (Cap. 354 of LFN 1990 as amended — (1958);

5. Petroleum IM oducts Pricing Regulatory Agency (@:mghimkmmr ) Act, 2003

5. Petroleumn “é’w,;k“n;w:sﬁuw Davelopment Fund A, CAP

7. E‘Wlmﬁwm&?qum igation Fund (Management Board,
[

LEN, 2004;

g, Petroleurn {Special) Trust Fund Akm CAP P14 LFN, 2004;

P15 LFN, 2004,
ete.) Act, CAP P11

9, Associated Gas Re-injection Act [C a0, 26 of LFN WJQ asamcnded (1979)

and Assoclated Gas Re- Injection {Continuad Flaring of f:awy) Rc}gufdﬂum 1879

(a5 amended). |
]

10. Wotor Spirits (Returns) Act, CAP M20 LFN, 2004




G, LAVWS THAT WILL BE PRESERVED

1.

Nigerian General Statutes

(a}@ﬂhwNév%de\NauwdﬂmiLFNEOQQ

(b} Territorial Waters Act LEN 1990
|
L
{c) Exclusive Economic Zone Act LFN 1990

() ﬂf,‘m'ﬁpa;meszs income Tax Act LFN 1920
(f) ¢l Pipelines Act {(Cap. 338 of LFN 1990 as arnen

(g} Other éi’@mitial‘y Legistations

2 international Agresments

H

{a) The E\f’camua Declaration (1 June 1975);
(b} UN L,uruvc,nt on on Laws of the Seald8Z;

{c) (me:*ntncm for the Co-operation in Protection,

{c} Treat y’ beiwemn Nigeria ancﬁ Equatorial Gum@a

() Tr‘eaty‘ hetween Nigeria and with Sao Tome on

(e} E.}‘Ffshofe 0l Revenue (Registration of Grants) Act LFN 1990

ded - (1956);

aml Devekopmemt of

the Mas tn@,, Environment of West and Central /“w can Reglon 1“)84

the JDZ 2001




|
|
|
i

b, STRUCTURE AND CONTENT OF THE BILL

HB.16.12.877: A Bill for an Act to Provide for the Establishiment of the Legal
and Regulatory Framework, institutions and Regulatory Authorities as well as
guidelines for the operation of the Upsiream and Downstream Sectors of the

Nigerian Patroleum Industry.
|

Provisions of the Bl
Objectives, Vesting of ownershig, managerment shilosophy, Transparency /

o]

=

good governance - Part 1, Section 1~ 4

nstitutions Created ~

The Minister |

Qil and Gas Directorate

Nigerian Petraf)!eum Commission

52 ! ‘

National Ol C!o-mp.anv

Nigerian F’*etrt}teurﬁ Asset Management Company
106 '

. Nigerian Petroleum Research Cenire

130

Repeals, Transitional and Savings Provisions

13

T
AT

7 |

Part 2~ Section 5~ 7
iPaa‘t 2 Soction 8~ 24
Dart 4 — Section 30—

Part 5 - Section @3 -

PartbH— Section 84 o
f N
Part 7 ~ Section ZL_!O!? -

Part 8~ Section 137 -




| , ,
Objectives, Vesting of ownership, management phi E@“wmphy,, Transparency f

good governance Part 1: Section 1 - 4
\
|

1. Provides for the objectives of making the Act {earlier considered herewith).

4. Vests property and control of petroleum in the Government of the
Federation |
States the philosophy for managing this national asset,
4. Ties the Institytions to NEIT! principles of transparency and good

L

gavarnance,

The Minister  Part 2: Section 57

|
1. Functions of the Minister -- mainly policy making, diplomatic roles and
general supermﬁm. Also to sign off on grants, amendment, renewal,

extension or H‘VDG ation of licences and leases. J

2. Right of pre- v ;JHcen ~ right to take all and any petroleum or petroleum
|
1

product duy IHF( o

[

viate of ernergency and penaity for obstruction or rinter Fof“onre
. J 1
4. Incontrast Wé'iﬁ‘ i the provisions of the Petroleum Act, the powers and

functions of the Minister is streamlined

Gil andd Gas Directorate Part 3 - Section 8 -~ 20
E .
- lts created asia body corporate
I
- Epvisages der'mﬁf;ea of Ministry of Petroleum Resources

- Mas g Board '*'mm:d hv the Minister and a Director General and other

diractors ' ' |

- Toprovide g bau!\ up support office for the Minister

- Administer 'kthe industry and lease management.
| _
- Financial pmv fons - Appmpimtm vthrough Mational Assembly

EAppmpriat:ion, {b) fees, grants, loans, ete,

!
|
I

- Funding - {a)




Likely to generate furor with Ministry of Petroleum Reso

i
|
I
|

Annuat repm‘t?ta tha President {to send same to NASS

Sorvice

1 !
MIGERIAN PETROLEUM COMMISSION Part 4 -

Reform of NNPC. r Creation w'f o ff“mwmwmé entitiog

N SN

g.z‘E I s

~oo

|
:

e ée am:? Civil

Section 30— 624

Provides for a single, independent regulator for the industry

| :
Vests Cot nm"a‘ss.‘mn with functions encompassing upstream, midstream and

downstream reguiatim
|

Vests Cam*nmﬁss}iaw with exclusive responsibility over inql_u:stﬁy environmental

i
regulation |

Provides for @ Board of Directors instead of Executive gnd non-executive
Commissioners (9 member board with only 1 m.:m-uexea‘:c:utiv'e chairman and

i nanwexecutiw director).
\

It provides for mgmmtmem of non-executive chair maﬁ by President buﬂ:
does not say Who will appoint the remaining non- exeqt ive director.

Gives Com n‘smmn powers to issue regulations,
Financial provisions — Appropriation through National
Funding — {a) Cost of collection, {b) appropiiation, (¢) fae

gte. | I

Assembly

@

aes, grants, pem@tfas

Mid year and annual repor t-woniy to minis LE?:F‘ (not to NASS)
7‘

National Oif Company

Characteristics of the National O Company
ncorporated under CAMA

Vested with NNPC assets {1V, NPDC, Midstream & doy

integrated |

Initiatly capi‘ﬁaiised (first year)

subsequently funded through market

Initial shareholders MOFL, MOP! and BPE
Progressively sell down Government stake to public

vnstream asserts, efc.)




8. Managed by%board appointed by shareholders
9. Public Prwcu%@mer‘it & Fiscal Responsibility Acts not applicable

1.0, Preserve jobs of current ernployees




b
f

L. MNIGERIAN PET 73‘, OLEUM ASSETS MANAGEMENT COMPA

|
Charact wwﬁ s of the National Ol Company

MY

L. incorporatec |i under CAMA

[

. Vested with r\INP( assets (P5Cs, risk service contracts, NLNG)

3. MOFL MOP] aud BPE as Shareholders

\
4, 100% Government owned

5. Funded by management fee via appropriation

kS

|
. |
5. P me-‘-rvemba of current employees

7. Pay rovalty, me profit cil / gas to federation account

i
i
|
Benefits of the B e‘*ﬁ“m m of NNPC / Creation of the two ﬁ’f’ﬁmlmemcﬁﬁ Entities
|

1. Enhanced rweu wes te the Federation Lhrm o robust c:{,ws‘t management

and disclplined Fm ection processes .
!
|

|

3. E“i’m:us» o dL@g ¢ intarests, In particular cust mana erment

14 et s e

] :
4. \Fluar'szdﬁu“sfz exammw by creating a financially capable entities with the abilit ity -

|
1o source independent (non-budgetary) financing for Jv operations.
I
' . . . |
5. Rationalized po n:[gi“ﬂm to smaller, more manageable entities

6. Minimize/elim inate gress subsidization

Nigeria Petroleum %";a-mn"mh Lentre Part 7; Section 107 - 130
1. Frovides & sea,mrz:h centre for the pF“U“OIC,UE’I’E in dus,try
2, The centre is «:r‘mmd as a cerporate enti

|
3. Funding is through appropriation

Rohust ﬂuwmmw performance and eneender bottom line rind sets




l
|
}
. i
&, Conclusion |

1. Aslim, focused yet robust framework proposed for effective governance of

the Nigeria 'Pétmiwm industry
|
|

Principles of separation, transparency and accountability has been adopted

[

to enhance performance and growth
i .

! T
3, Key lapsas associated with prior institutional frameworks have been

remedied !
4 Bill should go to Public Hearing for stakeholder engagements and follow up

legislative -pa%;r:;age






