Downstream

MONITOR

CONTENTS

Downstream

MONITOR
EDITOR IN CHIEF
Olasupo Agbaje

6

CONTENTS

EDITOR
Lanre Oladele

7-BIG WINS
Growing Nigeria’s Oil and Gas Industry for
Greater Efficiency

DEPUTY EDITOR
Saratu Dandi
ASSISTANT EDITOR
Awele Nwabuokei

19

30

STAFF WRITERS
Chris Abanikanda

BIOFUELS
The Benefits and
the Challenges

Scholar Ifenkwe
Mustafa Tafida
Victor Ononokpono
Adeosun Dupe
RESEARCH

22

FEATURES

50

Aropere Tobi
Psolve Ananze
Okei Ohai
GRAPHICS
Rukky Minimah
PHOTOGRAPHY
Aropere Tobi

25

GLOBAL CRUDE
OIL PRICE
AND THE
DEREGULATION
OPTION

52

INVESTMENT: KEY
TO NIGERIA’S
DOWNSTREAM
SECTOR GROWTH

DOWNSTREAM MONITOR
A publication of the
Petroleum Products Pricing Regulatory

PIB
Nigerians Await
Passage

Agency
(PPPRA)
For further information, please, contact:
1012 Cadastrial Zone, AOO Central
Business District,

26

OPEC MEMBERS
PUMP LESS OIL IN
JANUARY

80

P. M. B. 609, Garki, Abuja.
E-MAIL
downstream-monitor@pppra.gov.ng
WEBSITE
www.pppra.gov.ng

INDUSTRY NEWS
WORDS ON
MARBLE
1

DOWNSTREAM MONITOR, JANUARY–MARCH, 2017

FROM THE EXECUTIVE SECRETARY

T

he season
of change is
indeed here! It
is that constant
phase of our
collective humanity which goes steadily, cutting
across the socio-political landscape
of the society, leaving in its wake
hope for some and despair for
others. That is change in its basic
element. Change in perception, orientation, institutional framework,
attitude and performance in real
time! Yet, whether for a nation, an
institution, a family or an individual, change is never an end in itself,
but a major means to a determined
end.
The proverbial wind of change
became palpable at PPPRA, as
faith, time and chance came
in harmonious, but pleasant
conspiracy to put one up on the
saddle, for greater service as the
incumbent Chief Executive of
Nigeria’s foremost Downstream
Regulatory Agency, albeit in
acting capacity. To have the rare
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opportunity of presiding over the affairs of
such a sensitive organization as the PPPRA
is indeed a sobering experience. This helped
one’s determination to make an indelible
mark, while preparing and indeed moving the
Agency to the next level of its existence.
There is no doubt that the task of ensuring
that a sustainable institution remains faithful
to its mandate is daunting. However, the
Honourable Minister of State for Petroleum
Resources, Dr. Emmanuel Ibe Kachikwu, has
made the job less tedious by putting in place
a programmatic institutional template to
facilitate a well-motivated Regulatory Agency
that can ensure a profitable Downstream
Oil and Gas Industry for the benefit of all
Nigerians. Our major task, therefore, is to
build upon this, both in the spirit and letter of
the mandate of PPPRA.
Since coming into office, our efforts
have been geared, among others, towards
strengthening our Gas and Renewable Energy
Department. We recognize that our country
is blessed with endless possibilities in the
area of exploring alternative energy mix for
the country, especially with the global drift

the gains of the forum by facilitating
an enduring institutional policy
framework under which our BioEnergy drive could thrive. I wish to
pay special tributes to all stakeholders
for their zeal in our collective efforts
at developing an enduring Biofuel
Policy for Nigeria.
Still in the spirit of the incumbent
policy drive on subsidy, our
Operations Department is a lot more
aggressive at ensuring that all monies
due to government, especially from
the Over-Recovery collected from
petroleum marketers are paid into
government coffers. We look forward
to doing a lot more in the months
ahead.
Let me end this short piece by
paying glowing tributes to the
Honourable Minister of State
for Petroleum Resources, for the
confidence reposed in our ability to
drive the process at PPPRA. We want
to assure him that the challenge shall
motivate us to greater performance.
In the same vein, our
appreciation goes to all the
“There is no doubting the fact that the
task of ensuring a sustainable institution past Executive Secretaries of
PPPRA, whose leadership
faithful to its mandate is daunting.
offered the needed
However, the Honourable Minister
training and exposure
of State for Petroleum Resources, Dr.
for us. We shall build and
Emmanuel Ibe Kachikwu, has made
improve upon the solid
foundation already laid.
the job less tedious, by putting in place
While also thanking both
a programmatic institutional template,
the Management and Staff
for the purpose of facilitating a wellfor their steadfastness and
motivated Regulatory Agency that can
contributions to the growth
ensure a profitable Downstream Oil
of the Agency, a lot more
and Gas Industry for the benefit of all
shall be expected of every
Nigerians.”
one of us in our collective
drive to facilitate a PPPRA
that is not only profitable,
but also self-sustaining and selftowards gas and renewable energy, as they
financing.
offer both cheaper and cleaner alternatives.
Coming after the first quarter Sensitization
 Victor Z. Shidok
Workshop on Biofuel, we intend to build upon

ADDRESS BY H.E. MUHAMMADU
BUHARI, PRESIDENT OF THE FEDERAL
REPUBLIC OF NIGERIA AT PUBLIC
PRESENTATION OF 7 BIG WINS TO
GROW NIGERIA’S OIL AND GAS

I

am delighted to be here this morning at this
important event to launch the Nigeria Oil
and Gas Industry Roadmap tagged “The 7
Big Wins”. The Petroleum industry remains
critical to the Nigerian economy of today
and the future, despite our current challenges.
The golden era of high oil prices may not be here
now, but Oil and Gas resources still remain the most
immediate and practical keys out of our present
economic crisis. Oil and Gas still remain a critical
enabler for the successful implementation of our
budget as well as the source of funds for laying a
strong foundation for a new and more diversified
economy.
As important as it is to ensure that agriculture,solid
minerals and other critical sectors of the economy
are supported to grow and contribute more to the
nation’s economy, we still need a virile and efficient
oil & gas industry to take care of our foreign exchange
requirements.
This is a national imperative and a core thrust of

our economic policy. Therefore, the task before the
Ministry of Petroleum Resources is to maximize the
potentials and opportunities across the whole range of
the Oil and Gas industry to stimulate our economy in
spite of the current challenges.
To do this certainly requires creativity, innovation,
technology and a robust partnership amongst various
stakeholders. There is also a dire need to instill a new
culture of transparency and efficiency in the industry,
streamline operations along the best practices by
championing and implementing strategic reforms at
every layer of the industry. This will help us improve
oil and gas production, explore our frontier basins,
improve our local refining capacity and, above all,
build sustainable partnerships with the oil producing
communities.
If we are able to plug the leakages and tighten the
laxity that characterized this industry in the days of
high oil prices, we are convinced that we can do even
more with the little that we are getting at the moment
than we did even in the time of plenty.
As you are aware, recent developments in the
Niger Delta have temporarily limited our oil and gas
production and supplies. However, let me reaffirm
that, whatever challenges we are currently facing in
the region, our resolve and capability to work with
all stakeholders to restore normalcy will guarantee
success.
I congratulate the Honourable Minister of State
for Petroleum Resources and his staff for putting
this together and the good work he has been doing
in transforming the Oil and Gas Industry. This
Roadmap reflects the vision and aspiration of this
Administration for this sector and I urge you all
to deliver on the expectations contained in the
Petroleum Industry Roadmap.
I also acknowledge the importance of the public,
the media, local and foreign investors and other
critical stakeholders in the oil and gas industry and
appeal for their support and cooperation as we seek to
consolidate CHANGE in this very important sector of
our national economy.
Thank you all for your attention.

 President Mohammadu Buhari 		
(GCFR)
President and Commander-in-Chief
Federal Republic of Nigeria.
State House
Abuja, Nigeria.
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ADDRESS BY DR. EMMANUEL IBE
KACHIKWU, HONOURABLE MINISTER OF
STATE FOR PETROLEUM RESOURCES,
AT THE PUBLIC PRESENTATION OF 7-BIG
WINS TO GROW NIGERIA’S OIL AND GAS

T

he 7 Big Wins to Grow the Nigerian Oil &
Gas Industry is aimed at developing a stable
and enabling oil and gas landscape with
improved transparency, efficiency, stable
investment climate and a well-protected

environment.

The ongoing reform in the sector presents a new dawn for
Africa and we are excited about it. It shall provide huge investment opportunities in infrastructure development, oil and
gas facilities, operations and
maintenance across the oil
“We will leverage on our
and gas value chain.
liberalized downstream
This effort requires innoenvironment to attract
vative thinking, new ideas,
technology and partnership
investment into our high
amongst various stakeholders.
value portfolio of products
Such partnerships will help us
distribution and storage
improve oil and gas producassets network.”
tion from our new, mature,
and marginal fields, explore
our frontier basins and improve our local refining capacity.
We will leverage on our liberalized downstream environment to attract investment into our high value portfolio of
products distribution and storage assets network. Furthermore,
we will also unveil a set of enabling policies and regulation that
will jumpstart our gas industry through the establishment of
robust infrastructure, gas-based industries – petrochemical
plants, fertilizer, methanol and LPG/CNG programmes.
Join me in this exciting journey of growing the energy resource
base across the full value chain within Africa’s largest economy.

 Dr. Emmanuel Ibe Kachikwu
Honourable Minister of State for 		
Petroleum Resources
Federal Republic of Nigeria.
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EDITORIAL SUITE

ig Ziglar, in his book, Born to Win: Find your Success Code
writes: “My core philosophy on Winning and Motivation
is summed up by saying that you were born to WIN, but in
order to be the WINNER you are born to be, you have to
plan to WIN and prepare to WIN before you can expect to

WIN.”
The Oil and Gas industry, more than ever before, has continued on a
winning streak under the direction of President Muhammadu Buhari,
who is the Minister of Petroleum Resources. There is no special magic
wand being wielded here, except foresight, proper planning and dogged
implementation. After all, what is planning when the ideas merely end
this administration in the oil and gas sector.
up in dusty shelves? The Honourable Minister of State for Petroleum
Another development captured in this edition is the
Resources, Dr. Emmanuel Ibe Kachikwu, has indeed been unrelenting in
serious attention being paid to bioenergy. One needs
his commitment to reforming, retooling and refocusing Policy-Making,
to bear in mind that the Federal Government is poised
regulatory and parastatals, agencies and commercial entities under the
to piloting the development and growth of bioenergy
Ministry of Petroleum Resources in order to ensure that they operate
initiatives as an addition to the nation’s energy mix.
optimally for the benefit of the larger economy, which has experienced
It is therefore gratifying to note that this process of
some distress since the drastic fall in global oil prices and decline in
developing the emergence of a viable biofuel industry
domestic crude output.
is being midwifed through a policy framework that is
Dr. Kachikwu, who obviously interprets the body language of His
being advocated by the PPPRA.
Excellency, Mr. President, has consistently brought up pragmatic reform
Also, in this edition, we tried to examine the
initiatives into the sector, ranging
global crude oil price
from the removal of subsidy to
trend, while looking at the
Dr. Kachikwu, who obviously is
Price Modulation and Appropriate
issue of deregulation as it
Pricing Framework to finally charting
interpreting the body language of His
affects products supply and
a conscious Roadmap for the
Excellency, Mr. President, has consistently distribution in Nigeria. We
Downstream Petroleum Sector which
also attempted to x-ray the
brought up pragmatic reform initiatives
he code-named the 7 BIG-WINS. This
into the sector, ranging from; the removal recent fuel subsidy removal
is aside of conscious efforts to return
through the introduction of the
of subsidy to the attainment of Price
the state-owned oil giant, NNPC,
Appropriate Pricing Framework
Modulation and Appropriate Pricing
to the path of commercial viability,
and the response it elicited from
independence and sustainability. Let’s
Framework to finally charting a conscious the Nigerian public.
not forget the Gas and RED initiatives
The feature article,
Roadmap for the Downstream Petroleum
of the administration.
“Investment,
Key to Nigeria’s
Sector which he code-named the “7 BIGThe 7 BIG-WINS, in a nutshell, are
Downstream Sector Growth” is
WINS”.
seven major expected outcomes of an
bound to make an interesting
ambitious but well thought-out seven
read, as it focuses on the
short- and medium-term priorities,
investment drive in the sector, while canvassing for
aimed at growing Nigeria’s Oil and Gas industry between 2015 and 2019.
more investments in the Downstream Petroleum
Taking a cue from the 7 BIG-WINS, one discovers that the core of
Sector in Nigeria for greater employment generation
the “Ibe Kachikwu Agenda” is a deliberate paradigm shift within the Oil
and economic growth.
and Gas sector. In his words, “there will be a shift in focus from Oil to
This edition is a collector’s item as it summarizes
Gas”. Observed from a holistic perspective, the radical initiative seeks
the National Gas Policy and National Oil Policy as
to enthrone a Gas Revolution, in which the Gas and Renewable Energy
presented in order to enable our readers acquaint
Department at PPPRA, is expected to play a significant role in ensuring
themselves with the major thrusts in the document.
the attainment of an effective and efficient gas sub-sector. The programme Finally, we also feature the regular segments like Fuel
also emphasizes the centrality of the issues around the revamping of
Facts, Industry News, Photo-Speak, and Words on
local refineries and enhancing local production, coupled with the notion
Marble, which have all made Downstream Monitor
of a conducive business environment to the core Domestic Economic
your delightful and authoritative publication.
Prosperity Agenda of the Buhari administration.
It is our fervent hope that you find this edition
Essentially, the 7 BIG-WINS further confirms the centrality of PPPRA
useful and worth your while.
to the entire cycle of Nigeria’s Downstream Sector operations, as the
commercial regulator. Indeed, there is no aspect of the policy in which
 Editor-in-Chief
the agency does not feature either directly or indirectly. This edition of
the Downstream Monitor, therefore, clearly analyses the Roadmap of the
Oil and Gas Sector, viz-a-viz the 7 BIG-WINS, and the policy direction of
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7 BIG-WINS

7 BIG-WINS: Growing Nigeria’s
Oil and Gas Industry for Greater
Efficiency
BY LANRE OLADELE

While on the campaign train
to seek the mandate of Nigerians for a more progressive governance under a democratic
setting, General Muhammadu
Buhari, saw a nation that was
adrift in every sphere. In spite of
the beauty and strength which
her diversity could have offered,
Nigeria presented a gory picture
of great suffering amidst enormous wealth freely provided by
nature. The signs were apparent; the economy was heading
south, and the moral fabric of
the nation was in a comatose
state. It seemed that the nation
had lost her collective ability to
provide a meaningful future to
her teeming youths.

A

ll over the South, North, East and West,
the story was the same! There was palpable
angst in the air, sustained by cries of
endemic poverty and hopelessness. Yet, at
every stop, the artillery General noticed on
the faces of the people a recurring decimal of stubborn
hope and overwhelming desire for change. By the time
the last vote was counted, the people of Nigeria had
demanded with their votes a new and more purposeful
leadership that could proffer solutions to the myriads
of socio-economic challenges facing them daily.
With President Buhari firmly in the saddle, a more
careful look by him at the books revealed the need
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for urgent action that could
immediately arrest the drift and
rekindle hope in the people, by
reforming the economy in a way o
make it work for every Nigerian.
It is said that no man climbs the
mountain with his hands in the
pocket. All hands needed to be on
deck for this new task of national
socio-economic redemption.
And so, the stage was set and the
die was cast. The chosen cabinet
members immediately rolled up
their sleeves for the onerous task
of enlisting the entire citizenry
in the national call to duty, all in
the spirit of “if it must be done at
all, it must be holistic; rebuilding
trust and belief in government”.
Armed with the critical ingredients
of integrity and personal honour,
the President, at his inauguration
entered into a new covenant with
the people, with a pledge to do
everything possible to rekindle
hope and make Nigeria work. With
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the cabinet in place, the President
sought for blueprints that would
assist in arresting the national drift.
Within the shortest time
possible, and within the context of
his popular urgency of yesteryears’

Vice President, Prof.
Yemi Osinbajo

introduced the most ambitious
and radical policies in the annals
of Nigeria’s Downstream Oil and
Gas Sub-Sector. By May, 2016,
the Downstream Oil and Gas
Sub-Sector, had been liberalized,
thereby:
 Permanently eliminating subsidy payments by
government

“Within the shortest time possible,
and within the context of his
popular ‘urgency of yesteryears’ warcry, the Hon. Minister of State for
Petroleum Resources, Dr. Emmanuel
Ibe Kachikwu, introduced the most
ambitious and radical policies in the
annals of Nigeria’s Downstream Oil
and Gas Sub-Sector.”
war-cry, the Hon. Minister of
State for Petroleum Resources,
Dr. Emmanuel Ibe Kachikwu,

 Ensuring 100% FAAC
payment on allocated
445,000bpd and potential
additional revenue stream
 Solving fuel scarcity crises
by ensuring products availability across the country
 Ensuring market stability
and improved fuel supply
situation through private
sector participation
 Reducing hoarding,
smuggling and products
diversion in order to stabilize
regulated price

7 BIG-WINS
additional revenue to cater for
social and infrastructural needs
of the populace

1
Policy and Regulation

2

National Oil Policy
National Gas Policy
Downstream Policy
Fiscal Reform Policy
Petroleum Industry
Reform Bill

2. Business Environment
and Investment Drive
Accelerated Income
Streams
Upstream
Midstream
Downstream

3
3. Gas Revolution

4
4. Refineries and
Local Production Capacity

Gas Infrastructure
Development
Gas Revolution Projects
Promotion of Domestic
Utilization of LPG and CNG
Reduction of Gas Flaring
Gas Commercial Framework
Implementation
Gas to Power

Comprehensive Rehabilitation
and Revamp of Existing
Refineries
Expand domestic Refining
Capacity (Co-location,
Greenfield, Modular)

5
5. Niger Delta and Security
Environment and Security
Infrastructure
Interconnection
Capacity Building and
Economic Empowerment

6
6. Transparency and Efficiency
Transparency
Capacity Building
Institutional Strengthening
and Governance Model
ICT and Automation
Performa

7
7. Stakeholder Management
and International Coordination
Communication Strategy
Stakeholder Relationship
Building and Management
International Energy Relations
Bilateral Cooperation

 Stabilizing economic fundamentals and promoted access to
developmental credit
 Creating labour market stability
through new investments
 Providing government with

The Honourable
Minister of State for
Petroleum Resources Dr.
Kachikwu, came up with
the Price Modulation
Mechanism strategy, to
guide the pricing of PMS
from January 2016. From
this policy initiative,
government was able
to make substantial
savings during low
price, with such funds used to
mitigate shortage during periods
of high price. Essentially, the policy
instilled greater efficiency and
transparency, while minimizing
government’s fiscal exposure in
terms of subsidy payment for PMS.

Gas Industry in Nigeria
 Ensure adequate supply of

“7 BIG-WINS is aimed
at developing a stable
and enabling oil and gas
landscape with improved
transparency, efficiency,
stable investment climate
and well-protected
environment.”

As laudable and progressive
as the policy looked, its
implementation was fraught
with difficulties arising from the
inability of the Oil Marketing
Companies (OMCs), to fulfil
their obligations as a result of
the inability to source Foreign
Exchange (FOREX) at the Central
Bank of Nigeria’s (CBN) Interbank
rate, to finance importation.
Despite every effort of government
to provide FOREX to Marketers
though the CBN, there was gross
inadequacy of such, to guarantee
the required import volume. And
with this was the continued rise
in crude oil price, resulting in the
expected movement of the prices
of refined products.
Faced with the challenge of zerobudgetary allocation for subsidy
payment, the Appropriate Pricing
Framework (APF) was put in place
on May 11, 2016 to:
 Guarantee participation of
OMCs in the supply and distribution of PMS in the Downstream Sector of the Oil and

products in the system
 Enthrone healthy competition among operators in the
industry
 Encourage private investments
in the Downstream Sector
 Provide additional funds for
the Government, as Government would eradicate subsidy
payment of petroleum products
 Pave the way for the eventual
deregulation of the Downstream Sector.
The APF Guidelines, which spell
out a more robust process and
procedure, took cognizance of all
parties in the Downstream SubSector and so adequately defined
their roles. The activities of such
Operators include PPPRA, DPR,
PEF (M) Board, OMCs, Petroleum
Products Suppliers/Traders,
Independent Cargo Inspectors,
etc. Speaking on behalf of the
Major Oil Marketers Association of
Nigeria (MOMAN), its Executive
Secretary, Mr. Obafemi Olawore,
while lending his support to APF
said, “we believe that the sector
should make a clean break from
the past and so come up with a
regulatory framework consistent
with modern realities.”
Building on the success of
the effects of the APF in the
Downstream therefore, the Hon.
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Minister of State, Ibe Kachikwu
felt that “a more robust and
sustainable policy should be
provided to harmonize the various
institutional policy thrusts for
the purpose of driving a more
dynamic Oil and Gas Industry in
Nigeria.”
Consequently, on October 27,
2016, stakeholders and operators
in the sector gathered at the State
House to launch perhaps the most
ambitious policy document in the
history of the Oil and Gas Sector in
Nigeria, tagged the 7 BIG-WINS,
which offers a roadmap for the
development of Nigeria’s Oil and
Gas Sector, as it seeks to highlight
the Short- and Medium-Term
Priorities to grow Nigeria’s Oil and
Gas Industries from 2015 to 2019.
At the event, which had all the
who-is-who in the Oil and Gas
Sector in attendance, including
His Excellency, President
Muhammadu Buhari (GCFR),
Dr. Ibe Kachikwu laid bare the
spirit and the letter of the radical
policy thus; “7 BIG-WINS is
aimed at developing a stable and
enabling oil and gas landscape with
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improved transparency, efficiency,
stable investment climate and
well-protected environment.” He
further added that “the goal of the
policy is to remedy challenges in

He further added that “the
goal of the policy is to remedy
challenges in the Nigerian Oil
and Gas Industry, by coming
up with laws targeted at
driving efficiency, encourage
investment and improve local
participation in the sector, all of
which form the very basis of the
Petroleum Industry Reform Bill,
currently receiving attention at
the National Assembly.”
the Nigerian Oil and Gas Industry,
by coming up with laws targeted
at driving efficiency, encourage
investment and improve local
participation in the sector, all of

which form the very basis of the
Petroleum Industry Reform Bill,
currently receiving attention at the
National Assembly.”
In his own speech, President
Muhammadu Buhari impressed
it upon his audience that, “as
important as it is to ensure
that agriculture, solid minerals
and other critical sectors of the
economy are supported to grow
and contribute more to the
nation’s economy, we still need
a virile and efficient oil and gas
industry to take care of our foreign
exchange requirements.”
By and large, the 7 BIG-WINS,
as its name appears, takes a
cursory look at seven different key
focus areas in which the industry
needs urgent policy re-jig for
greater efficiency and improved
transparency. These include:
 Niger Delta and Security: Improving security and ensuring
environmental safety in the oil
producing areas of Nigeria in
order to increase the national
crude oil production, attract
much needed investment and
infrastructural development in
the region as well as safeguard
the environment.

 Policy and Regulation: Reviewing of old and moribund
policies, gazetting new policies
and entrenching robust fiscal
instruments and regulations
with key attention given to
the passage of the Petroleum
Industry Reform Bill.
 Business Environment and
Investment Drive: The roadmap
provides a workable plan which
would ensure that adequate

7 BIG-WINS
infrastructure is put in place
to ramp up national crude oil
production to a target of about
2.8 million barrels per day,
while contributing positively
in the area of gas-to-power by
boosting gas production to
10bscfd by 2019.
 Transparency and Efficiency:
Restructuring and revamping
of the parastatals by instituting
transparency and efficiency at
all levels of operations to drive
profitability and accountability
 Stakeholder Management and
International Coordination:
Deploying a potent communication strategy building and
maintaining robust relationships with our stakeholders
(within and outside the petroleum producing community)
 Gas Revolution: Gas revolution
through new infrastructure and
gas terms that would encourage
the roll-out of a national blueprint for backbone gas pipeline
and processing infrastructure
that will enable flexibility in
supply delivery and provide a
viable source of income for the
country.
 Refineries and Local Production Capacity: Upgrading of the
nation’s refineries and increasing local production capacity
with an objective to reduce
importation of petroleum products by 60% in 2018 and, by
2019, become a net exporter of
refined petroleum products and
value added petrochemicals.
A closer look at each of the
seven policy directions reveals
that policy and regulation has
four sub-policy directions broken
down into National Oil, National
Gas, Downstream, and Fiscal
Reform policies, all embedded in
the Petroleum Industry Reform
Bill (PIRB), which contains the
fundamental legal requirements

applicable to the entire petroleum
industry in Nigeria.

$

The Business Environment and
Investment Drive section of the

“From this policy initiative,
government was able to
make substantial savings
during low price, with such
funds used to mitigate
shortage during periods
of high price. Essentially,
the policy instilled greater
efficiency and transparency,
while minimizing
government’s fiscal exposure
in terms of subsidy payment
for PMS.”
7 BIG-WINS document affirms
that the “Nigerian Oil and Gas
business environment presents
a unique opportunity to gain
at-scale access to a substantial
and growing energy resource base
across the full value chain within
Africa’s largest economy.” Thus, to
fully harness this, there should be a
deliberate shift towards improved
governance and transparency,
renewed approach to solving
the Niger Delta militancy issues,
deregulation of the downstream
sector, as well as policy, fiscal
and regulatory reforms in the
Nigerian Oil and Gas sector. Such,
if properly handled, is bound to

encourage an influx of potential
investors into the sector with
potential high and diversified
returns.
Essentially, the objective of the
move is to create a commercially
oriented and profit-driven
business environment that
encourages increased private sector
investment, open up the sector to
full private sector participation
as well as reduce government
dominance and monopoly in
the downstream and midstream
sectors through more deregulated
policies, concessions, privatizations
and business growth and
expansion schemes.

Gas Revolution
As a major gas producer in the
global market, Nigeria is the ninth
largest gas reserve holder in the
world. Often touted as more of a
gas than oil nation, Nigeria has the
potential of becoming a frontrunner in global gas production.
Efforts in Nigeria’s gas policy are
geared towards the introduction
of a significant boom in oil and
gas through the establishment of a
robust gas infrastructure, gas based
industries (e.g. Petrochemical
plants, fertilizer/fertilizer blending
plants, and methanol plants) while
deploying a liquefied petroleum
gas (LPG) penetration programme.
The goal of the Gas Revolution
is to design particular enabling
policies to jumpstart the gas
industry, while the actualization
of the policy is expected to ensure
improved power availability
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for all, a geographically
spread industrialization, and
repositioning of the country as
the regional hub for gas-based
industries.

Refineries and Local
Production Capacity
The policy initiative takes
cognizance of the need to complete
the rehabilitation of old refineries
and the provision of necessary
enabling environment for private
participation in building of new
refineries. The long-term objective
of this is for Nigeria to harness her
potentialities for the purpose of
becoming a net exporter of refined
products.
Now that the initial hiccups
in the liberalization of the
downstream sector seem to have
been overcome, through the
elimination of subsidy regime,
the next plank of the programme
is to complete the rehabilitation
of the four refineries and thus
enhance local content and capacity
utilization by looking out for
options to set up co-located

12

refineries and modular refineries
to guarantee effective supply and
distribution of products across the
country, as well as the African subregion. When this is fully achieved,
it is expected that the nation would
have diversified her export base
and effectively transit from being
a massive importer of petroleum
products to a net exporter of
products, the incidence of which
would greatly improve the nation’s
GDP growth and employment
generation efforts.

Niger Delta and Security
The policy document takes a foundational look at both the historical
and environmental factors leading
to what has come to be globally
known as Niger Delta restiveness.
Geographically, the Niger Delta
is made up of nine states of Abia,
Akwa Ibom, Bayelsa, Cross Rivers,
Delta, Edo, Imo, Ondo and Rivers.
The region has some forty-two
oil companies prospecting for oil
in about 162 oil fields, 275 flow
stations, 1,481 oil wells as well as
over 7,000km of crude, products

and gas pipelines as well as flowlines. All of these made Nigeria to
be known as the largest producer
of oil in Africa, and the fifth largest
in OPEC.
It is a tragic irony, therefore,
that though the Nigerian political
economy has been transformed
over the years by petro-dollar,
which accounted for about 80%
of the federal revenue, a small
minority has reaped the full
benefits of the accruable riches,
while the rest majority wallow in
perpetual penury. The irony of
Nigeria’s socio-political landscape
however could be seen in the
unimaginable environmental
challenges faced by the Niger Delta
inhabitants, who feel impoverished
and marginalized, despite the
substantial contributions to
national wealth. Thus, the
noticeable inequalities have
provoked enormous venom in
the people, who not only felt
marginalized, but deprived of
“their” oil, hence the recurrence
of agitations and restiveness in the
region, leading to vandalization
of oil installations, recurring
oil thefts, deaths and loss of
oil revenues to the Federal
Government.
In order to assuage the people’s
feelings by addressing the lingering
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fundamental issue of militancy,
government feels the need for
strong inter-agency collaboration
to ensure that sustainable peace
returns to the region that would
directly impact upon the people,
infrastructure, environment,
security and, by extension,
economic development and
growth of the nation.

revenue sources that would remove
obstacles to safe and efficient
operations. Added to this is the
need for digitalization of operational activities that would further
aid productivity in line with global
best practices.

Transparency and
Efficiency

Stakeholders’
Management
and International
Coordination

One of the cardinal issues in the
present administration’s campaign
objectives is transparency and
efficiency, which is expected to be
a by-product of the anti-corruption efforts of government. The
issue of transparency in the oil
and gas sector is therefore of great
importance because it is the sector
that lays the proverbial golden egg
for the overall economy. Thus, the
policy seeks to address initiatives
that will provide investors with the
enabling environment to thrive for
improved revenue, while providing
the oil-producing communities
with equitable distribution of

It must be borne in mind that the
nation’s Oil and Gas Sector, under
the present administration, is
determined to ensure a sustainable
framework geared towards Stakeholders’ Management and International Coordination that could
address the inherent peculiarities
of yesteryears, and bring same up
to be consistent with modern realities. The need for effective stakeholders’ management becomes a
lot more expedient, thus geared
towards bringing all players at
sync with well-laid-out operational

President
Muhammadu Buhari,
Dr. Ibe Kachikwu
and a cross section
of dignitaries at the
launch of 7 Big-Wins

dictates to which every player subscribes and so must comply. And
on the international front, there is
the need to faithfully comply and
participate in agreements already
entered into with various international petroleum cartels, for the
overall purpose of improving the
nation’s revenue base, through the
allocation of production quotas.
To achieve this, effective
communication strategies need
to be put in place in order to
engender better understanding
by all Stakeholders, as well as
ensure buy-in and cooperation
by the majority of the people,
on the one hand, as well as play
active membership roles in the
various international bodies whose
objectives align with Nigeria’s
national interests.
7 BIG-WINS further confirms
the centrality of PPPRA to
the entire cycle of Nigeria’s
Downstream Oil and Gas sector’s
operations, as the Commercial
Regulator. In fact, there is no
aspect of the policy in which the
Agency does not feature in the
implementation strategies, either
directly or indirectly.
Aside from the continued
engagement of all stakeholders in
the Petroleum Industry Reform
Bill (PIRB), PPPRA has never
shied away from answering to
enquiries from the National
Assembly as to the way forward.
Besides, the Agency continues to
train its staff in a way that they
would be relevant to the new
dispensation, once the PIRB is
passed into law. Added to this
is the continued development
of organizational structure and
staffing plans preparatory to the
anticipated emergence of a more
dynamic sub-sector that could
perform optimally in a competitive
world. Perhaps, it should also be
mentioned that PPPRA is a major
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player in the emergence of the
National Gas Policy, especially
in the implementation of the
Downstream Gas strategies that
could snowball into a buoyant and
sustainable gas market.
To facilitate this, the Agency is in
the forefront of the liberalization
and deregulation policies in order
to ensure a strong investment
backbone in the industry. Similarly,
the Agency is currently promoting
competitive policies to guide the
development and growth of a
liberalized market, by providing
incentives that could attract private
investments.
So far, PPPRA has been able
to facilitate sustainable products
supply and distribution of all
white products across the nation,
while ensuring that sharp practices
inimical to a healthy business
environment were eliminated. The
incidence of these could be seen
in the increase in downstream
investment activities, targeted at
a self-sufficient and export-based
sub-sector. Looking at the Business
Environment and Investment
Drive, it should be emphasized
that the suspension of the subsidy
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regime has taken a lot of pressure
off the Federal Government,
while the Agency is able to bring
to bear an increase in the revenue
accruable to government during
the Over-Recovery period.
In addition, efforts are
continually being made towards

A cross section of
dignitaries at the
launch of 7 Big-Wins

Sub-Sector.
The Gas and Renewable Energy
Department at PPPRA is working
in tandem with other stakeholders
to ensure the attainment of
the proposed Gas Revolution
in Nigeria, geared towards
positioning Nigeria as the regional
hub for gas utilization as well as
gas-based industries.
Essentially, the purpose
of the Gas Policy is to
define the direction of
the Federal Government
of Nigeria with respect
to Nigeria’s natural gas
endowment, establish its
medium- to long-term
targets for gas reserves
growth, development
and utilization, as well
as record strategies
to be pursued to
ensure the successful
implementation of the
Policy

“7-BIG WINS further confirms the
centrality of PPPRA to the entire cycle
of Nigeria’s Downstream Oil and Gas
sector’s operations, as the Commercial
Regulator. In fact, there is no aspect of
the policy in which the Agency does
not feature in the implementation
strategies, either directly or indirectly.”
rehabilitating, upgrading,
maintaining and securing jetties,
storage facilities and other pipeline
infrastructure across the country.
All these are in addition to the
development of new infrastructure
to support the final deregulation
of the Downstream Oil and Gas

It also must be mentioned that
PPPRA has continued to support
government’s efforts at ensuring
the sustenance of peace in the
Niger Delta region, through its
advocacy and corporate social
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responsibility activities, in support
of causes meant to aid a better life
for the people of the Niger Delta
region. The Agency therefore looks
forward to doing more in this
regard, in support of the Federal
Government initiatives for the
people of Niger Delta.
Among its peers in the industry,
the PPPRA stands tall in making
information available to Nigerians
and stakeholders. Yearly, students
of the National Institute of Policy
and Strategic Studies (NIPSS),
as well as Nigerian War College,
come to the Agency regularly
for library research on varied
course topics and projects on
industry-related issues, especially
a proper understanding on
deregulation and subsidy. Similar
assistance is being extended to
graduate students of different
universities, whose postgraduate
research studies revolve around
the mandate of PPPRA. All of
these have culminated in regular
reportage of PPPRA activities
across the industry. Such easier
accessibility to information and
data have been made a lot easier
through the automation of PPPRA
operational activities.

In effect, the implementation
of the Appropriate Pricing
Framework (APR) by PPPRA
has ensured sustained products
availability and at regulated price.
While the Agency continues
to watch global development
especially in pricing, its
intervention in the sector has seen
to the explosion in downstream
investments, creating jobs for

Brenda Ataga STA
to the Honourable
Minister of State for
Petroleum Resources

With this, business in the industry is being conducted in a more
transparent and efficient manner,
by shifting emphasis from profiteering to service delivery.
Besides, the Gas and Renewable
Energy Department of PPPRA has
covered remarkable grounds in its
efforts at facilitating a sustainable
gas and renewable alternative
energy that could, in the short
run, complement the nation’s
hydro-carbon capability and, on
the long-run, provide the needed
alternative to PMS for a more
environmentally-friendly energy
mix for the country.
Aside from the strength
entrusted upon PPPRA by the
composition of its Governing
Board, which enables it to interact
and engage a greater number of its
critical stakeholders and critics, the
Agency, over the years, continues
to contribute meaningfully
towards developments in the Niger
Delta areas, through its corporate
social responsibility efforts.
We pay glowing tributes to the
Federal Government, particularly
the recent activities
of His Excellency, the
Vice-President and the
Honourable Minister of
State, for ensuring that
the embers of agitation in
the Niger Delta areas are
doused, through positive
and robust engagement.
This alone has led to
a lull in the former
protracted pipeline
vandalism, kidnap cases
and oil thefts, which have
inadvertently slowed
down development in
the area. The current peace being
enjoyed in the areas have obviously
led to an increase in crude
products output and, by extension,
a rise in the nation’s foreign
exchange earnings.

“The Gas and Renewable Energy
Department at PPPRA is working in
tandem with other stakeholders to
ensure the attainment of the proposed
Gas Revolution in Nigeria, geared
towards positioning Nigeria as the
regional hub for gas utilization as well
as gas-based industries.”
hundreds of thousands of eligible
youths in a congenial business
environment.
The efforts of PPPRA have equally
ensured that players in the industry play according to the rules.
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8 Frequently Asked
Questions (FAQs)
Which Key Focus Areas does the “7 BIGWINS” address?
Policy and Regulation: Reviewing of old
and moribund policies, gazetting of new
policies and entrenching robust fiscal instruments and regulations with key attention given to the passage of the Petroleum
Industry Reform Bill.
Business Environment and Investment
Drive: The roadmap provides a workable
plan which would ensure that adequate
infrastructure is put in place to ramp up
national crude oil production to a target
of about 2.8 million barrels per day, while
contributing positively in the area of gas
-to-power by boosting gas productions to
10bscfd by 2019.
Gas Revolution: Gas revolution through
new infrastructure and gas terms that
would encourage the roll out of a national
blueprint for backbone gas pipeline and
processing infrastructure that will enable
flexibility in supply delivery and provide
a viable source of income for the country.
Refineries and Local Production Capacity: Upgrading of the nation’s refineries
and increasing local production capacity
with an objective to reduce importation of
petroleum products by 60% in 2018 and,
by 2019, become a net exporter of petroleum products and value-added petrochemicals.
Niger Delta and Security: Improving security and ensuring environmental safety
in the oil-producing areas of Nigeria in
order to increase national crude oil production, attract much needed investment
and infrastructural development in the
region, as well as safeguard the environment.
Transparency and Efficiency: Restructuring and revamping of parastatals by instituting transparency and efficiency at all
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levels of operations to drive profitability
and accountability.
Infrastructural rebirth and revamping
of major oil and gas operational facilities
with a special focus on increasing the local content capacity of the nation, thereby
contributing positively to enabling the nation’s economy thrive. This would lead to
an improvement in government revenues
through stabilizing the business environment of the oil and gas sector and attracting viable investments to the sector.
What is the policy thrust for the Ministry
of Petroleum Resources in relation to the
“7 BIG-WINS”?
The Ministry of Petroleum Resources’ objective is to provide a commercial framework that encourages investments in the
oil and gas sector, improve Nigerians’
participation in the sector both directly
and through participatory schemes in line
with international best practice. This objective will be driven by emplacing robust
policies, regulations and fiscal operational
changes in the Nigerian Oil and Gas industry. This aspiration is embedded in
the new Petroleum Industry Reform Bill
which contains the most fundamental legal instrument that will apply to the entire
petroleum industry in Nigeria. Several
policies to be reviewed and gazetted include:
 The National Oil Policy
 The National Gas Policy
 The Downstream Policy
 The Fiscal Reform Policy
3. How would the “7 BIG-WINS” advance
business in Nigeria?
The Petroleum Industry Roadmap would

ensure a paradigm shift towards improved
governance, transparency, accountability,
a renewed and innovative approach to
solving the Niger Delta militancy issues,
reaping the rewards of deregulating the
downstream, sector as well as ensuring
the entrenchment of sustainability of
policies, fiscal systems and regulations in
the Nigerian Oil and Gas sector, thereby
eliminating to the barest minimum, the
age-old challenge of uncertainty in the
sector which will in turn boost investors’
confidence. The passage of the bill will
present a unique opportunity for investors and industry players to gain at-scale
access to a substantial and growing energy
resource base across the Full Oil and Gas
value chain.
4. What financial impact would the “7
BIG-WINS” have on Nigeria’s economy?
The implementation of the roadmap is
expected to encourage an influx of investments into a portfolio of high-value
projects of $100 billion with a healthy and
diversified returns to stakeholders.
5. How would the implementation of “7
BIG-WINS” reduce corruption and increase the capacity of the oil and gas sector in Nigeria?
Given that the oil and gas sector is the
mainstay of Nigeria’s economy in terms
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of export and foreign exchange earnings,
one of the key ongoing reforms in the industry is improvement in transparency
and efficiency within the industry. The
implementation of the roadmap would
help the government and investors with
clarity of transactions, ensure accountability and drive efficiency.
6. What area of the 7 BIG-WINS proffer
lasting solutions to militancy and vandalism of oil and gas infrastructure?
One of the key focus areas of attention in
the roadmap is the ‘’Niger Delta Security
Environment”. The implementation of the
roadmap would ensure strong framework
to boost infrastructural development,
economic empowerment and capacity
building in the region as well as encourage
a deeper conversation and collaboration
between relevant government agencies,
and the oil-producing companies in
deploying resources and an appropriate
strategy to achieve the desired impact on
assets, the people, the environment and
security in the region.

Nigeria is a major gas reserve holder and
producer globally. With an enviable position as the 9th largest gas reserve holder
in the world, the implementation of the
“Gas Revolution and Commercialization”
aspect of the roadmap would ensure that
Nigeria realizes its potentials of transiting
to a gas-based economy while effectively
managing its crude oil reserves. The Nigeria gas revolution agenda seeks to introduce a significant boom in the oil and
gas industry through the establishment of
a robust gas infrastructure, gas-based industries (e.g. petrochemical plants, fertilizer blending plants, and methanol plants)
and deployment of a liquefied petroleum
Gas (LPG) penetration programme. Underpinned by a set of enabling policies
that are being implemented to jumpstart the gas industry, the actualization
of this gas revolution plan would ensure
improved gas production which currently stands at 5.2scfd. a progressive target
of 8.2bscd by 2017, 8.8bscd by 2018 and
10bscd by 2019 respectively has been set
by the Ministry of Petroleum Resources
to boost gas production with a multiplier
effect in the aspect of gas to power set to
contribute to increase in the availability of
power for all Nigerians.
8. Based on the “7 BIG-WINS”, what are
the timelines set to revamp Nigeria’s refineries and boost local production capacity?
Within the next two years, the Ministry
of Petroleum Resources plans to continue
with the rehabilitation and improvement
of operations of the nation’s refineries
and increase capacity utilization. The key
objective is to ensure that by 2018 the
country has reduce the importation of
petroleum products by 60% and by 2019
become a net exporter of petroleum products and value added petrochemicals.

7. With the present challenges being faced
due to the global oil prices, what are the
potentials of Nigeria becoming a gasbased economy based on the plans unveiled in the “7 BIG-WINS”?
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WE SHALL
BUILD MODULAR
REFINERIES IN OIL
PRODUCING AREAS
- FG ASSURES

T

he Vice-President, Professor Yemi Osinbajo, has assured the people of the Niger Delta
that modular refineries shall soon spring up in their communities, as part of developmental initiatives already put in place by the Federal Government, for the benefit of
the people. The Vice-President said this while addressing the people during his tour
of the oil-producing communities in order to have a first-hand information about the
state of the Niger Delta communities, as well as douse tension arising from renewed agitations
and attacks on oil pipelines and other related installations.

While expressing regrets at the level of degradation of the area and
deprivation being experienced
by the people, the Vice-President
promised that the incumbent federal government, under the leadership of President Muhammadu
Buhari, was determined to make
sure that, “the people from the oil
producing areas of the country are
able to enjoy the benefits of the
natural resources from their areas.” He lamented the glaring lack
of balance in developmental activities in which communities which
produced oil from where the entire
nation earns the bulk of its revenue were left to suffer such a great
lack. In his words, “the high level
of degradation which the people
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in the oil-producing communities
have suffered is not new, however,
we are determined to change the
way things are done, so that people
from such communities can benefit. And one of such measures is the
establishment of modular refineries
to shore up federal government’s
employment generation initiatives
for the benefits of the people.”
In addition to the establishment
of refineries, the Vice-President
promised that, very soon, thermal
power stations would be sited in
the areas, assuring the people on
the already concluded arrangement
with the National Sovereign Wealth
Fund (NSWF), and interested
stakeholders, as well as investors,

“The high level
of degradation
which the people
in the oil-producing communities
have suffered is
not new, however, we are determined to change
the way things
are done, so that
people from such
communities can
benefit.”

for the actualization of government’s efforts at improving the
lot of the oil-producing areas.
While speaking on the proliferation of illegal refineries
in the area, Professor Yemi
Osinbajo stated that the new
approach of government is
to engage the illegal refiners ,
first, by establishing modular
refineries, so that they (illegal
refiners) could participate in
legal refineries’. He concluded by telling his audience that
“young people must be properly engaged,” noting that government would “make additional provisions for necessary
social intervention.”

BIOFUELS: THE BENEFITS AND THE CHALLENGES

Biofuels: The Benefits and the
Challenges
BY EMEKA ONYERIKA

G

lobal production of biofuels is growing steadily and will continue to do
so. Biofuels can present the much needed substitutes for fossil fuels and
offer greater energy security, reduced emissions of greenhouse gases and
particulates and enhance better engine performance. If not implemented
with care, it may also raise pressing issues that need addressing in the area
of land requirements and availability, food shortages, policies, knowledge, standards,
awareness, participation, investment and the effects of degradation of land, water
resources, forests and the ecosystem.
In developing the biofuels industry
in Nigeria, it must be understood
that biomass production affects
food production so as to identify
suitable feedstock. There is also the
need to research the most appropriate production and processing
procedures, environmental impacts
and the potentials for domestic,

regional and international trade in
biofuels.
However, biofuels are highly
beneficial. They help to reduce
demand for petroleum products
and make energy supply more
secure. Their use would also
reduce the import bills for energy-

deficient countries and offer
improved balance of trade and
balance of payments. All these
developments would release
scarce resources for other pressing
needs. Biofuels play significant
roles in climate change policies,
and this will certainly open
up opportunities for biofuels
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development in the developing
countries, including Africa. Also
the emission of greenhouse gases,
carbon monoxide and particulates
could all be significantly
reduced. It should also provide
opportunities for carbon trading

initiate bioethanol production
projects. The potential for
increasing ethanol production
from African sugar cane is high; it
is simply boils down to redefining
strategies to factor in large-scale
ethanol production for domestic
use and on the longer
run, for export.
Several factors will
determine the economics
of moving to biofuels,
including economies
of scale and national
policies for using ethanol
in transport. Nigeria
has commenced the
process of developing the
biofuels industry through
a policy framework that
is anchored by the Petroleum
Products Pricing Regulatory
Agency. The government is
poised to pilot the development
and application of biofuels as an
addition to the nation’s energy
needs. The project is in line
with government directives to
diversify the economy of Nigeria
through the mainstreaming of an
Automotive Biomass Programme.
The NNPC has been mandated to
create a conducive environment
for the take-off of a domestic
biofuels industry and also serve as
the industry driver. The aim is to
help Nigeria develop a low carbon
economy and gradually reduce the
nation’s dependence on imported
gasoline while, at the same time,

“Developing the biofuels industry
through a policy framework that is
anchored by the Petroleum Products
Pricing Regulatory Agency. The
government is poised to pilot the
development and application of
biofuels as an addition to the nation’s
energy needs.”
for many African countries.
New jobs and income generation
could be created in agriculture
and petroleum industry, which
would undoubtedly help meet the
Sustainable Development Goals.
Biofuels are renewable and
are clean burning. They also
improve vehicle performance,
for instance biodiesel lubricity
actually extends the life of diesel
engines. Importantly, they may
be easier to commercialize than
other alternatives because they can
be stored and distributed using
existing infrastructure. Existing
depots for PMS and other white
products will not require extensive
modifications in other to use them
for the storage of biofuel.
Worldwide, there
have been major strides
in producing and using
biofuels, especially in
Brazil, China, India
and the United States.
Countries growing
sugar cane, mainly
for sugar production,
could, with minimum
effort, either expand their activities
in bioethanol production or

“The use of biofuels in Nigeria is
expected to make significant impact
on petroleum products quality
enhancement in view of the current
limitations of the fossil-based fuels.”
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creating commercially viable
and sustainable agro-industrial

clusters across the country where
biofuels, biomass co-generation
electric power, cattle fattening
and the Great Green Wall (GGW)
fruit canning programmes may be
practised. This is also expected to
lead to domestic jobs and wealth
creation, poverty reduction and the
general wellbeing of the citizenry.
The Biofuels programme
constitutes a major and unique
attempt to integrate the
agricultural sector of the economy
with the downstream petroleum
sector and the African Union
sponsored GGW programme to
check desert encroachment.
The use of biofuels in Nigeria
is expected to make significant
impact on petroleum products
quality enhancement in view of the
current limitations of the fossilbased fuels. Locally, anticipated
benefits of the biofuels programme
include the following:
 Additional tax revenue for the
government from the economic
activities attributable to the
industry.
 Job creation, increased
economic development
and empowerment of rural
communities.
 Agricultural benefits –
diversification from a monoproduct economy to fast-track
the development of commercial
agriculture, animal husbandry,
increased agricultural research,
and increased crop demand
resulting from activities in the
industry;
 Energy benefits – co-generation
benefits, for the production of
packaged electric power from
biomass.
 Environmental benefits –
reduction in emissions of
pollutants GHG, reduction in
Nigeria’s carbon footprint and

BIOFUELS: THE BENEFITS AND THE CHALLENGES
other particulate emissions
associated with gasoline
consumption.
Producing biofuels on a large
scale could require huge tracts
of land. Many countries cannot
afford to divert land away from
food production. The “food versus
fuel” controversy is complex. Food
and biomass require the same
resources for production — land,
water and agrochemicals. Food
and fuel need not necessarily
compete, particularly when there
is careful planning for ecological
conservation and sustainable
production methods.
A comprehensive biofuel
policy becomes imperative,
however, in some countries where
they are present, they are often
driven largely by agricultural
considerations. Policies are
urgently required to capture a wide
spectrum of activities involving
energy, the environment, land
use, forestry, agriculture, water
resources, and transport; and
address the economic, social and
environmental implications of
widespread production, use and
trade in biofuels. Successful policy
development and implementation
requires a robust legal, regulatory
and institutional framework.
Legislation would guide regulation,
management and development
of biofuels by creating an
administrative framework and
procedures for managing projects
and programmes.
It is generally said that informed
and effective policy-making needs
reliable data and information.
Information is most useful when it
has been painstakingly collected,
processed and analysed. And for
biofuels, relevant information from
the transportation, forestry, energy,
agriculture, and environment
sectors will be required. In this
light, the Petroleum Products

Pricing Regulatory Agency
(PPPRA) is working assiduously to
review the draft biofuel policy and
incentives aimed at developing the
biofuels industry in the country.
Large-scale biofuel development
requires financial resources.
Worldwide, interest in biofuels
is certainly growing, which will
hopefully spur investments.
Many developing countries
could obtain funding from
international financial institutions
and regional and sub-regional
development banks. Other
development partners are also
ready to participate in viable
projects. But a crucial first step will
be government action to create

“The potential contribution
of renewable energy sources
and technologies to national
advancement is high,
however a number of factors
such as inadequate policies
and limited access to existing
technologies and investments
have hindered their
development. Development
must now be speeded up to
help solve the critical issue of
inadequate primary energy
sources in many areas.”
a favourable environment for
domestic, as well as international,
investors. Initiatives must forge
partnerships between the public
and private sectors.
Worldwide, large-scale
production of biofuels is growing
fast. Further research and
developments are expected in
several areas such as:

 Continuous fermentation and
immobilization of cells.
 Identification of organisms
with increased tolerance to
alcohols, wider substrate ranges
and higher temperatures.
 Development of lower energy
requirements for recovery of
alcohols.
In some regions with high
agricultural productivity
and no petroleum resources,
carbohydrates are already being
converted into alcohols. This
trend will probably become more
widespread over the coming
decades with technical progress.
Producing ethanol by breaking
down cellulosic materials, such
as switch-grass or fast-growing
trees, with enzymes is promising.
And work is also underway to
genetically modify crops and
plants for higher energy yields.
The critical importance of
energy in a socio-economic
development and environmental
protection is now universally
recognized, but the way energy
is being used currently is
unsustainable. The challenge facing
the international community
is how best to move towards
developing and using energy
sustainably.
The potential contribution
of renewable energy sources
and technologies to national
advancement is high. Nevertheless,
a number of factors, such as
inadequate policies and limited
access to existing technologies and
investments, have hindered their
development. Development must
now be speeded up to help solve
the critical issue of inadequate
primary energy sources in many
areas.
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Global Crude Oil Price and
Deregulation
BY MUSTAPHA TAFIDA

Following recent happenings in the global crude oil market in the last two years, it has
become necessary to re-assess the Nigerian condition arising from the continuing fall in
crude oil prices. The proactive effort of the Federal Government through its regulatory
Agencies at dousing adverse effects of the trend is commendable. To better appreciate these
efforts, it is important to undertake a historical review of Nigeria’s oil and gas industry,
particularly the downstream sector.

I

n the years preceding 1965,
Nigeria exported all the
oil she produced when the
nation’s first refinery was
commissioned, while over
the same period, all the domestic
demand for petroleum products
was met by importation under a
deregulated market environment.
Subsequently, three other refineries
were established between 1965 and
1989 with a total installed capacity
of 445,000 barrels per day to meet
local demand and the expectations
for export from one of the refineries. In the 1970’s, government
became more involved in the ownership and management of these
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refineries through the introduction
of two laws namely:
 The Petroleum Products
(Uniform Prices) Order of
1973.
 The Petroleum Equalization
Fund (Management) Board
decree of 1975 as amended in
1989.
Several actions were taken by the
government to ensure that refineries produced enough for local
consumption as well as for planned
exportation. While the refineries
await turn-around, the nation in
the interim continues to import
virtually all its petrol needs to meet

up with national demand. The high
petroleum product price in the
international market implies that
Nigerians have to pay more locally.
However, government involvement
in the management and ownership
structure of the downstream sector
gave rise to a regulated regime.
This regulated regime impacted
negatively on the economy and was
characterized by the following:
 Inadequate supply and
distribution of petroleum
products (import contribution
ranged between 11.4 % in 1990
and 82.5 % in the first half of
2000)

GLOBAL CRUDE OIL PRICE AND DEREGULATION
ing Regulatory Agency (PPPRA),
set up to superintend the various
 Low capacity utilization of the
phases of the proposal embodied
three refineries.
in the (SCRPPSD) report. The
Agency was therefore set up by an
 Inability of the tariff structure
act of the National Assembly in
to cover expenditure.
May 2003.
 Loss of productive manSince then, the PPPRA has been
hours to long queues at filling
at the fore front of instituting the
stations.
policy of deregulation, which simply, is the removal of direct govern Little or no incentive for
ment intervention in the economy.
investments in refineries and
It provides freedom to trade,
other downstream activities.
business or any other activity from
 Inadequate and ageing coastal
certain official inhibitions. In a
vessels.
deregulated environment, market
forces determine the cost and qual Hoarding and adulteration of
ity of services. With respect to the
products with attendant safety
downstream petroleum sub-sector
hazards.
in Nigeria, deregulation means the
removal of state interventions and
 Acts of vandalism on strategic
its monopolistic tendencies, where
oil facilities.
the private sector is allowed to
 Inappropriate pricing.
invest and compete in the downstream petroleum market.
Furthermore, deregulation is the
In a bid to mitigate the effects
involvement of many participants
of the aforesaid problems in the
in the downstream petroleum inregulated regime, the Federal Govdustry. It involves the opening up
ernment in August 2000 set up the
of the downstream petroleum secSpecial Committee on the Review
tor to private participation which
of Petroleum Products Supply and
entails the eradication of monopDistribution (SCRPPSD), which
oly, promotion of competitive
subsequently recommended,
culture in the industry, availability
among other things, the provision
and fair prices as well as ensuring
of incentives for the establishment
the revival and efficiency of the
of new private refineries, deregrefineries. The policy of dereguulation and liberalization of the
lation would even do something
more desirable, it will generate
“PPPRA established an information
additional revenue to government for addressing critical
data bank to facilitate informed and
realistic decisions on pricing policy. The social needs such as education,
health, food, security and inexercise is reputed as the first genuine
frastructure than price subsidy
attempt by any regulatory authority
would provide.
at providing adequate information on
It is worthy of note that since
products supply and distribution plan.” its creation in May 2003, the
PPPRA has recorded identifiable achievements. For instance
downstream petroleum sector. An
in July 2006 the Agency conducted
important recommendation of that
a nation wide retail outlet survey in
Committee was the establishment
line with its statutory responsibility
of the Petroleum Products Pric Monopolistic practices.

of establishing an information data
bank to facilitate informed and realistic decisions on pricing policy.
The exercise is reputed as the first
genuine attempt by any regulatory
authority at providing adequate
information on products supply
and distribution plan.
Also PPPRA has continued to
play effective mediatory role in
ensuring industrial harmony over
the short period it has existed.
In addition, the PPPRA secretariat effectively administered the
Petroleum Support Fund (PSF),
introduced in 2006 as a buffer fund
to stabilize the local pump price
of petrol and kerosene from the
volatility of international crude
oil prices. Needless to mention
the role it has played in ensuring
availability of petroleum products
across the nation, thereby ending
the perennial problem of scarcity
and products adulteration.
It is based on these and many
other milestones recorded by the
PPPRA that stakeholders believe
the Agency has a lot of potentials
in terms of manpower and expertise in the commercial aspect of
the downstream business as it has
demonstrated capabilities in operational and policy issues, given the
right conditions necessary for it to
carry out its mandate as the commercial regulator in the petroleum
downstream sector.

Implementation
 PPPRA was saddled with the
responsibility of administering
the PSF Scheme. The Agency
moderated the volume and verified marketers claims for reimbursement under the Scheme,
while payments are made
by the Federal Ministry of
Finance. Other critical industry
stakeholders also had key roles
in the implementation.
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 The Guidelines for the implementation of the Petroleum
Support Fund (PSF) Scheme
was prepared by the PPPRA,
in consultation with industry
operators and stakeholders and
approved by the Government.
 The payment procedure under
the Scheme had in-built control
mechanisms to safe-guard
Government Fund in a manner
that is transparent with the processing cutting across different
government agencies.
 The Agency also adopted the
Import Parity Pricing Principle (IPP) as the pricing policy
under the Scheme.
 This is a petroleum products
pricing principle where the
domestic prices of petroleum
products are indexed to the dynamics of international market
fundamentals i.e. changes in the
international prices of products
is directly proportional to the
domestic prices of products.
The Agency has undertaken
far-reaching reforms in repositioning the downstream sector for
effectiveness such as:
 Adoption of independent
Cargo Surveyors to undertake
the verification of products
discharge on all transactions.
 Monitoring of truck-out of
PMS from the depots by the
nominated Surveyors.
 Restriction on participation
of Marketers under the PSF
scheme to owners of coastal
discharge/depot facilities. As a
matter of fact, the number was
reduced from 128 to 38 in 2012.
 Commencement of automated
operations by launching the
ICT Master Plan Consultancy
Project and the minimum ICT

24

infrastructure upgrade stop-gap
project designed to enhance
the operational efficiency of the
Agency through ICT.
 Placement of a total ban on
cargos procured from floating
storages in the West African
coast as well as rejection of
“homogenized cargo” from
multiple vessels with no defined

“Based on milestones recorded by
the PPPRA, Stakeholders believe the
Agency has a lot of potentials in terms
of manpower and expertise in the
commercial aspect of the downstream
business as it has demonstrated
capabilities in operational and policy
issues, given the right conditions
necessary for it to carry out its
mandate as the commercial regulator
in the petroleum downstream sector”
origins during the PSF era.
 Introduction of LAYCANs to
guide products importation
and discharge by marketers for
programming and planning
purposes.
 Enhancement of the import
documentation and verification
checklist to address areas of
concern and block possible
loop holes and avenue for
manipulation by unscrupulous
operators.
 Institution of a pre-qualification
exercise for traders/suppliers
in the form of a technical audit
of suppliers of PMS into the
Nigerian market.
 Hosting of a monthly and midquarterly import performance
review meetings with
stakeholders and resolution of
marketers’ complaints through
effective mediation.

 Daily and periodic publication
on the Agency’s website and
magazines and mass media as
well as periodic stock-taking
exercises in Marketers’ facilities
by certified inspectors and staff
of the Agency.
 Subscription by the Agency to
Lloyd’s list intelligence tanker
channel/sea searcher services
and Reuters Eikon tracking
system. These are tracking
services to validate movement
and location of vessels.
Successful implementation of
the Price Modulation Mechanism (PMM) and the Appropriate Pricing Framework
(APF) albeit with its challenges
of pricing volatility.
The Agency has been repositioned for the challenges of
transforming the sector for
seamless implementation of the
reform initiatives of the current
administration. It is instructive
to note that deregulation without
regulatory controls leads to the
development of anti-competitive
practices, profiteering of operators
and other predatory tendencies.
The industry reforms present the
PPPRA with great challenges and
activities, all in its bid to carry
out its statutory mandate. The
Agency looks forward to taking
up additional responsibilities,
courtesy of the Petroleum Industry
Bill awaiting legislative concurrence and passage. The PPPRA is
committed to the promotion of
greater investment by stakeholders
in the downstream petroleum oil
sub-sector as it has been repositioned to be investor-friendly and
relatively deregulated.
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NIGERIANS AWAIT PASSAGE OF THE PIB

Nigerians Await Passage of
the PIB
BY CHRIS ABANIKANDA

Nigeria has been Africa’s energy giant for the past 55
years. The country currently produces between 1.8 to
about 2 million barrels of oil equivalent per day from
the initial OPEC output cut of about 2.5 million due to
persistent militants’ activities in the Niger Delta area
and pipeline vandalism across the country. The crude oil
accounts for more than 90 per cent of the country’s yearly
income. However, it is saddening to note that there is
no appropriate legislation to regulate and monitor the
operational activities of oil and gas in Nigeria to optimally
harness its enormous oil and gas potentials

T

he bill has been debated for years and government believes its
passage would open
up the hydrocarbon
industry to new indigenous and
foreign investors for competitive
growth and sustainable development in line with international
standards. Key objectives of the bill
are to create modern petroleum
fiscal framework, enhance transparency and establish good governance and process.
Rising insecurity, complex contractual environments and uncertainty surrounding the delayed PIB
seem to explain why some foreign
investors prefer to stay away from
the risky oil and gas business. Stalling of the PIB has cost Nigeria billions of dollars in investment and
we may continue to lose the market
to some African countries that are
now fast growing their oil production, notably, Ghana, Niger, Angola, among others.
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The Executive Director,
Wangonet Project, Tunji Lardner,
stated that political interference
in the sector is creating difficulties
to the desired progress. He said,
“Oil is politics and politics is oil
in Nigeria and what they [the
politicians] have been doing over
the years is to privatize the profit
and nationalize the resources”.

“Rising insecurity, complex
contractual environments and
uncertainty surrounding the
delayed PIB seem to explain why
some foreign investors prefer to
stay away from the risky oil and
gas business.“
Oil industry expert have said that
the chances of the Petroleum Industry Bill being passed this year
look slim, because of the lingering
conflicting interest surrounding the

bill. Uncertainties over regulatory
provisions which have delayed the
passage of the bill, have been widely described as a key obstacle to the
growth of the Nigerian oil industry.
Some of the objectives of the PIB
includes the creation of a conducive business climate for petroleum
industry; establishment of a progressive fiscal framework that encourages further investment in the
petroleum industry; optimization
of revenues accruable to the government; creation of efficient and
effective regulatory agencies; and
the promotion of transparency and
openness in the administration of
the petroleum industry.
The PIB, which seeks to overhaul
the oil and gas sector, has been in
the works for many years now. The
draft was forwarded to the 6th National Assembly in 2008, but after
making some progress, it suffered a
setback in 2011.
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COMPILED BY RUKKY MINIMAH

IPMAN PROFFERS SOLUTION TO
PERRENIAL FUEL SCARCITY

T

he Independent Petroleum
Marketers Association of
Nigeria (IPMAN) had said
it has started discussing
with foreign partners to refine crude
oil abroad and import PMS, HHK
at no additional cost to the Federal
Government.
The National Secretary of the Oil
Marketers Association, Danladi
Pasali, disclosed that the initiative
was developed by the new executive
of IPMAN to assist the present
administration reduce cost in subsidy
payment and, at the same time meet the
consumption demand of the country.
“We have done all our mathematics
such that, through our new model of
crude swap arrangement, we can wet the
country with petrol and kerosene and
still make profit from the transactions”.
According to him, the special
intervention scheme, if approved by the
government will be a short-term measure
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pending improvements in the capacity of
local refineries and construction of new
ones.
Danladi said Nigeria currently
consumes about 35 million litres of
PMS, but only 30% of the amount can be
refined by the four local refineries at full
capacity.
The IPMAN scribe said the association,
on the long run, would construct two
brand new refineries in the country with
400,000 barrels refining capacity with
Blue Oil International. He added that
the association has over 20,000 filling
stations in the country spread across the
nooks and crannies of the country.

FUEL SHORTAGE THREATENS
PETROL-TO-POWER
INITIATIVES—LAGOS CHAMBER
OF COMMERCE
The recent fuel scarcity experienced
across the country has its tale of woes,
although no sector of the economy
appears to be spared by the acute scarcity.
The small-scale businesses however,

appear to be worst hit. Some companies
have shut down operations while some
worked below capacity.
According to the Director General of
the Lagos Chamber of Commerce and
Industry (LCCI), Mr. Muda Yusuf who
expressed sadness over the development,
public power supply is no longer reliable
and the fall back option, which is through
the use of generators, is threatened due to
shortage of diesel and petrol to power the
generators.
Similarly, the Abuja Chamber of
Commerce and Industry (ABCCI)
said that businesses in the FCT are
losing N500 million weekly due to the
prevailing fuel scarcity. The President
of the Chamber, Tony Ejikonye, said
the effect of fuel scarcity on businesses
in the FCT is huge and varied and
has impaired employee productivity,
shrunk operations, increased cost and
engendered staff layoffs.
Speaking further, Ejikonye noted that as
a result of poor electricity supply and the
on-going scarcity of petroleum products,
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where the oil and gas resources are being
produced, and the downstream, where
the products are made available to end
users through various forms.

Members of PPPRA Monitoring Team at a retail outlet

which means many consumers now buy
above the government regulated pump
price, the cost of business or commercial
operators in the FCT has skyrocketed
beyond projections, especially following
the associated increase in the cost of
transport to the city centre.
“The costs are being passed to consumers
and where they are unable to absorb or
resist such increases, business have had
to scale down activities or reduce staff
strength”.

MOMAN BOSS LAMENTS OIL
THEFT THROUGH VANDALISM
The Executive Secretary of Major
Oil Marketers Association of Nigeria
(MOMAN), Mr. Obafemi Olawore, has
advised the Federal Government on
the need to revamp the rail system for
effective products transportation. To him,
the transport and logistics sub-sector
in the oil industry should be a major
concern, as it cuts across the upstream

Olawore observed that the best
industry practice is to move products,
whether crude or refined, through the
dedicated pipelines or through rails,
but vandalism has ensured that most of
these products are not just wasted but
also stolen, with attendant huge losses
to the country. He said further, “the fact
that every tampering with the pipelines,
especially of gas, causes shortages in
power generation and poor electricity
supply to consumers is a pointer to the
damage being caused by the vandals”.
The MOMAN boss added that
vandals are not working alone, they are
working with road transport owners,
who own the petroleum trucks used for
products haulage. They also work with
the importers of fuel and generating
sets, who are smiling to the banks with
enormous profits. They are also working
with security operatives, who give them
cover and protection to damage the
pipelines and steal the products there for
profit sharing.
He said that is why oil theft has gained
global prominence to the extent that
there are calls to treat such economic
saboteurs like those of the blood
diamonds, and the world is patiently
waiting to see how the President handles
this menace.

FALANA CAUTIONS BUHARI ON
DEREGULATION
A leading human rights activist and
Senior Advocate of Nigeria (SAN) Mr.
Femi Falana has vehemently opposed
the call for the total deregulation of
the downstream sector, noting that the
International Monetary Fund (IMF)
and the Group of Seven Industrialized
nations (G-7), who were at the fore-front
of the campaign do not mean well for the

country.
Mr. Falana, while speaking in Lagos
at a roundtable discussion programme
organized by the Nigeria United for
Democracy (NUD) on the state of the
Nigerian economy, stated that the wish
list submitted at the recent G-7 meeting
in Germany would not just be approved
without any stringent economic reforms,
noting that the next thing they would
recommend as panacea to the economicdownturn currently being experienced
in the country is to take a loan from the
IMF to address the economic needs and
at the same time remove subsidy.
The Lagos Lawyer remarked that
Nigeria is sufficiently blessed and should
ordinarily not be begging for financial
bail-out from foreign countries, noting
that subsidy removal will compound
Nigeria’s economic woes. According to
him, there must be alternative economic
programmes to the ones being forced on
Nigeria every time, such as privatization,
retrenchment or trade liberation.
He further stated that in the past,
Nigeria was a producing nation, but
due to bad governance and lack of
vision, we are now a net importer of all
consumables. He particularly said that
all the textile industries in Kaduna and
Kano are gone while all the warehouses
in Apapa and Oregun in Ikeja area
of Lagos, which were for the goods
produced in the country locally have
become worship and social centres.
Speaking also at the event, Mr. Henry
Boyo, an economist agreed that there
is subsidy on fuel but is averred to its
removal. He explained that there is
continuous increase on subsidy because
of the falling exchange rate of the naira
to thedollar. He opined that the price of
fuel will actually come down without
subsidy if the naira appreciates against
the dollar, say by 50 %.
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FREQUENT CHANGES IN
LEADERSHIP AFFECT GROWTH
OF THE OIL SECTOR
AJUMOGOBIA
The former Minister of Petroleum
Resources, Mr. Odein Ajumogobia
(SAN), has denounced the frequent
changes of leadership in the oil and gas
sector, noting that unstable tenure of
leaders at the helm of affairs does not
make policy initiatives put in place by
any appointed leader to be nurtured to
maturity, thereby leaving the main stay of
economy of the country stunted.
Ajumogobia who was the chairman of
a panel of discussants at the recent Oil
Trading and Logistics meeting said that
unstable leadership tenure is a major
factor that militates against sustainable
growth for optimum service delivery
to the people in the oil and gas sector.
According to him, there is no way to
avoid policy somersault since the top
management staff of government-owned
oil sector are being changed frequently.
He observed that the usual saying of
“motion without movement” has now
become the order of the day.
Speaking further, Ajumogobia
said that local refining of petroleum
products should be prioritized by the
country and a deliberate shift initiated
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from importing products to building
refineries. According to him, in view of
the significant number of jobs accounted
for by the downstream sub-sector of
oil and gas, the private sector should
be encouraged to drive the growth of
the industry through the institution of
appropriate policies.
The enabling laws in which the
downstream petroleum sector is
anchored, especially the much-talked
about Petroleum Industry Bill (PIB),
needed to be stated in unambiguous
terms with a view to ensuring legal
certainty and promoting efficiency and
competitiveness.
The Group Managing Director of
NNPC, Dr. Maikanti Baru, who was
represented by the Executive Director
(Storage) of the Pipelines and Products
Marketing Company (PPMC), Hajia
Aisha Katagum, highlighted the
importance of the downstream to
the Nigerian economy in the face of
challenges such as pipelines vandalism
and oil theft. She stated that in order for
improvement to be effective in the sector,
concerted effort is being made to ensure
blockage of the leakages, streamlining
the management of fuel subsidy,
transparency, accountability and zero
tolerance for corruption.
Hajia Katagum further said that the

non-passage of the PIB has adversely
affected the growth of the downstream
sector, noting that no investor would
like to invest in a sector without
understanding the laws that govern the
operations there. She, therefore, appealed
to all the Stakeholders to close ranks
and ensure that the bill is passed for the
mutual benefit of all.
She also advised the operators to
invest in the supply and distribution of
gas, both for domestic and industrial
purposes. According to her, the supply
and demand of Liquefied Petroleum Gas
(LPG) is restricted to few people, largely
due to lack of adequate enlightenment
of the inherent advantages of gas over
kerosene. The Director expressed her
unhappiness at seeing women queuing
up at filling stations to buy kerosene for
cooking when gas that is cheaper and
cleaner with less health hazard is readily
available without stress.

DEREGULATION OF THE
DOWNSTREAM SECTOR; GHANA
PRIDE HERSELF AS A LEADING
EXAMPLE
MOSES ASAGA
The Chief Executive Officer of Ghana
National Petroleum Authority, Hon.
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Moses Asaga, while delivering a
lecture on the need for deregulation
of the downstream sector at the
Nigeria organized 2016 OTL in Lagos
recently, advised the policy-makers in
the downstream oil and gas sector to
embrace deregulation which, to him,
is the only panacea towards products
availability and private participation in
the oil and gas sector.
Mr. Asaga said that as long as the
downstream sector is under the control
of government, especially in the area of
products pricing, no private investors
would like to come and invest. According
to him, the downstream oil sector in
Ghana contributed about 14% of the
Gross Domestic Price (GDP) without
mentioning the upstream.
Speaking further, the Ghanian CEO
noted that, shortly after the discovery
of oil in commercial quantity in Ghana,
the government sent some officials to
Nigeria to understudy the mechanism of
oil pricing, supply and distribution and
came up with liberalization policy. To
him the subsidy regime on oil and gas
products is not practicable in Ghana. If
the value chain is regulated, no serious
investor would be willing to come to the
sector because it involves huge capital
and financial institution drive is profit
maximization.
Mr. Asaga also bemoaned the
infrastructure decay in the downstream
sector. He noted that government is
saddled with lots of responsibilities to
meet the welfare needs of the citizenry,
instead of being involved in the running
of business enterprice. He identified
this to be the major reason why there
are lots of leakages in governmentowned enterprises. The challenge before
Nigeria today, according to Mr. Asaga, is
the will to deregulate.
He said that liberalization and
deregulation of the market has been
done successfully in the other parts of
the world and asked “why is it difficult
in Nigeria”? The Federal Government
must create an enabling environment
that is investor-friendly, if indeed the

government desires improvement and
sustainable economy.

LPG SECTOR LACKS RELEVANT
RULES
ADESINA
The President of the Association of the
Liquefied Petroleum Gas Association
(NPLGA), Mr. Dayo Adesina, at the fifth
year conference of the NLPGA in Lagos,
has said that Nigeria lacks the right
policies to drive the seamless penetration
of Liquefied Petroleum Gas. According
to him government needed to initiate
the right policies that would promote
LPG business and enhance massive shift
by Nigerians to cooking gas to save the
environment.
Mr. Adesina decried the huge loss of
about $2.5bn to gas flaring, while urging
the Federal Government to encourage
more investment for gas utilization. He
further stated the need to increase the
level of awareness campaigns by the
government on the benefits of using LPG
as cooking fuel of choice to replace the
unclean energy sources like firewood,
kerosene and charcoal.
He said the expansion of the natural
gas utilization, with regulated gas price
for domestic sales, governance limitation
and institutional deficiency, constituted
both a challenge and as well as an
opportunity for all the stakeholders in
the Liquefied Petroleum Gas Sector.

THE FUTURE OF DOWNSTREAM
OIL AND GAS IN NIGERIA IS
VERY BRIGHT
SOTONYE IYOYO
The immediate past Acting Executive
Secretary, Petroleum Products
Pricing Regulatory Agency (PPPRA),
Mrs. Sotonye Iyoyo has appealed to
stakeholders in the downstream oil
and gas in Nigeria not to be weary of
the current challenges the sector is
undergoing as there is a brighter future
for both the operators and members of
the public.

Mrs Iyoyo, who was represented at the
2016 OTL by the General Manager OPS/
Corporate Services, Mr. Olasupo Agbaje,
enumerated some of the earlier steps
initiated by PPPRA to deregulate the
downstream sector but was vehemently
resisted by the organized labour and the
civil society organizations in the country.
She remarked that there is a growing
market for which would-be investors
in the downstream oil and gas sector,
as the population and development
through provision of infrastructure and
social amenities are increasing. To her,
consumption of energy determines the
level of growth of the economy.
Mrs. Iyoyo noted that “If the move
towards deregulation had been accepted
by Nigerians some few years back,
the story would have been different
today”. According to her, “we learn
from experience”. She, however, noted
that there are some teething challenges
in some areas of downstream which
appropriate agencies of government have
to design strategies to overcome.
Speaking in the same vein, a former
Executive Secretary of PPPRA and
subsidy reform champion, Mr. Reginald
Stanley said the time has come to hit the
nail on the head. Arguing that with the
capacity of the downstream below 25%,
and in view of the current realities of
crude oil price and the devalued naira,
the country could no longer afford the
burden of subsidies. The government is
therefore strongly advised to deregulate.
Stanley stressed that government
should not entertain any fear, as the
benefits of deregulation are far more that
the challenges that may be entertained
in some quarters. Notably, he said the
deregulation of the industry will attract
appropriate investments, promote
optimal efficiency, healthy competition,
and efficient supply of petroleum
products to the country and improve
infrastructure in the downstream sector.
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FUEL SUBSIDY REMOVAL:
DEBATE IN THE PEOPLES’
PARLIARMENT, NIGERIANS
HAVE THEIR SAY
BY CHRIS ABANIKANDA

The rage over the total removal of fuel subsidy in Nigeria, no doubt is an agelong controversy which often generates heated argument among the citizens
irrespective of the political or religous divide. The controversy on whether or
not subsidy on petroleum products should be completely removed or retained,
appears more potent and again on the front burner of national discourse, as the
country intermittently experiences fuel scarcity due to the abysmal performance
of the nation’s refineries, inability of the government to pay oil marketers
that import fuel and occasional industrial dispute among the logistics service
providers in the supply and distribution chains of the downstream sector.

M

any Nigerians, from all walks of life,
have been proffering solution on Nigeria
“economic meltdown” to the new
administration of President Muhammadu
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Buhari on how to revamp the economy,
especially the oil and gas sector which is
the main source of revenue generation to
the country. Opinions appear divided on
whether or not the new administration
should remove or retain subsidy.
Nigerians have their say.
Professor Tam David-West, who was
the Minister of Petroleum Resources
from between 1984-85, remarked that the
second Port-Harcourt refinery was built
in two years. Niger Republic, Nigeria’s

neighbour to the north, has completed
a refinery while Gabon and Cote d’voire
now export fuel. Ghana is already
building another refinery to consummate
its new-found oil producing status.
Venezuela has about 14 refineries and
refines 1.28 million of the two million
bpd it produces daily. Saudi Arabia has
nine, Brazil 13, Malaysia 6, other Arabian
states are investing in new refineries.
The Nigerian National Petroleum
Corporation (NNPC), through the
immediate past Group Coordinator,

FEATURE

Corporate Strategy and Planning NNPC,
Mr. Tim Okon, made a strong case for
the complete removal of subsidy from the
petroleum products pricing template by
the Buhari administration. He remarked
that fuel subsidy is not sustainable due to
government lack of control on the factors
that influence retail price, particularly
fluctuations in the crude oil price.
Accordingly, Mr. Obafemi Olawore,
Executive Secretary Chairman, Major
Marketers Association of Nigeria
(MOMAN) has also spoken in support

of the removal of fuel subsidy and the
introduction of full deregulation in the
downstream in order to bring efficiency
to the sector. He also advocates the
urgent passage of the Petroleum Industry
Bill (PIB).
Former Governor of Edo State,
Comrade Adams Oshiomhole also
articulated his position on the removal
of fuel subsidy, stating that it is in the
best interest of Nigeria but should be
approached with all sincerity of purpose.
The Vice-Chairman, Senate Committee

on Petroleum (UPSTREAM) in the
seventh Assembly, Senator Kabir
Marafa, also called for the removal
of fuel subsidy in an interview with
Vanguard Newspaper, where he said
that the unending subsidy claims were
as a result of the non-deregulation of
the sector. According to him as long as
fuel is selling at a lower price than some
neighbouring countries, smuggling and
other distortions will continue to be on
the increase.
The Emir of Kano, Alhaji Lamido
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Sanusi, who was once the Governor of
the Central Bank, was quoted as saying.
“I want an end to it, this so-called
subsidy is cancerous to the economy
and infrastructural development of the
country”. According to him, the total
forex sold to the petroleum marketers
involved in the importation of products
between January and December 2011
alone was in excess of $8 billion dollars.
Total subsidy given to the marketers was
also in excess of $8 billion dollars. He
advised the government to avoid crisis
in the future, because what “we” are
doing is that we are forcing our children
to subsidize the fuel we are consuming
today.
The pioneer Executive Secretary of
Petroleum Products Pricing Regulatory
Agency (PPPRA) Dr. Oluwole Oluleye;
observed that the cost of subsidy keeps
escalating and has become unsustainable,
noting that it should be removed now. It
has to be done to let money be ploughed
into more useful ventures that will benefit
the citizens. He added that the PIB
should be reviewed and passed for the
economic vibrancy of the sector.
The former governor of Niger
State, Dr. Babangida Aliyu, while
commissioning a N620 million threestar hotel jointly developed by the Niger
State Development Company Limited
(NSDC) and the State Sure-P, was very
clear on the economic disadvantages of
continuing with the petroleum subsidy
policy. He cited the irony of the Federal
Government exporting crude, licensing a
few that have the wherewithal to import
the refined products and then end up
subsidizing the refined products, which
benefits only the importers in the long
run. His words: “Is it not an irony that
we sell crude oil and we end up buying
refined petroleum from the international
market”. Babangida emphatically
remarked that the country should go
back to the “real market” where market
forces would determine price, as this
would help clip the wings of the Mafia in
the industry.
Speaking in the same vein, the
Lagos Chamber of Commerce and
Industry, (LCCI) in its support for the
campaign for the removal of petroleum
subsidy, counselled the administration
of President Muhammadu Buhari to
deregulate the sector. The President of
the Chamber, Mr. Remi Bello, speaking

32

at a public forum, noted the current fuel
scarcity and power supply situation in
the country. The Chamber advised the
Federal Government to withdraw, from
direct involvement in the operations of
the sector, as this will engender private
capital, attract investment and create
jobs. To the Chamber, the deregulation of
Nigeria’s downstream sector, would serve
the overall interest of the masses as well
as the economy.
Similarly, the Senate President, Senator
Bukola Saraki, condemned the alleged
fraud in the now dismantled subsidy
scheme. He averred that the present
administration of President Muhammadu
Buhari, should completely remove the
fuel subsidy and restore normalcy to the
petroleum sector.
Saraki argued that “it would be better
to remove the fuel subsidy and deliver

“So long as fuel is selling
at a lower price than some
other neighboring countries,
you will continue to have
fuel going out through
the borders. “Until the
neighboring countries get
enough, the local markets
will not be served. If
Nigerians want to help this
administration, I think we
need to look at the issue of
this subsidy and do away
with it once and for all”. This
is exactly what the APF has
done upon its introduction
on May 2016.”
the sector and the citizenry from the grip
of racketeers in the industry, who would
never allow things to work well because
of their personal aggrandizement”.
Also speaking in support of subsidy

fuel subsidy removal, the “Amanyanabo”
of Nembe, Dr. Edmund Daukoru, a onetime Minister of State for Energy in the
cabinet of President Olusegun Obasanjo
and former President of OPEC, said that
government could not sustain subsidy
because the number of consumers
increase yearly while the refining capacity
adequate to make the petroleum products
available is limited.
Dr. Edmund Daukoru stated that
the issues bedeviling the deregulation
policy are the broken promises by
past governments, mistrust, and
lack of proper approach to public
enlightenment among other things. To
Daukoru, sincerity of purpose on the
part of government and adequate public
enlightenment are required for the
deregulation policy to fly.
Senator Kabir Marafa called for the
abolition of oil subsidy which he said is
the only antidote to incessant scarcity of
products in the country. Marafa opined
that the sector should be deregulated
and subsidy claims done away with,
otherwise, the diversion of fuel meant for
Nigeria to other neighbouring countries,
where it sells at a higher price will
continue and product scarcity in Nigeria
will not abate. In his words, “So long as
fuel is selling at a lower price than some
other neighboring countries, you will
continue to have fuel going out through
the borders. Until the neighboring
countries get enough, the local markets
will not be served. If Nigerians want to
help this administration, I think we need
to look at the issue of this subsidy and
do away with it once and for all”. This is
exactly what the APF has done upon its
introduction on May 2016.
The Chairman, OTL Africa
Downstream, Emeka Akabogu, described
the subsidy payment on refined
petroleum products as a phenomenon
risky with too many problems which
neither serves government nor public
interest in the real sense. Akabogu
maintained that fuel had only sold at the
government regulated price in NNPC
retail outlets across the nation, while in
other filling stations, especially in the
South South, and South East Regions,
petrol is being sold at different prices
above the government regulated prices.
To him, people are already buying the
product at deregulated price, even with
the subsidy policy still in place. He,,
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Mr. O. O. Agbaje and Dr. Oluwole Oluleye at 2016 OTL, Lagos

therefore, suggested that petroleum
products be made to sell at the right
market price.
The Executive Secretary of Depot
and Petroleum Products Marketers
Association (DAPPMA), Mr. Olufemi
Adewole, representing the view of the
operators of depots and retail outlets in
Nigeria, was of the view that government
should deregulate, but suggested a phased
deregulation process through which full
deregulation could be achieved within a
specific time frame.
Based on the foregoing, it could be said
that many Nigerians and opinion leaders
are in total support of full deregulation of
the downstream oil sector.

PPPRA AT 2016 OTL
AFRICA DOWNSTREAM
EXPO, CANVAS FOR TOTAL
LIBERALIZATION OF
DOWNSTREAM OPERATIONS

T

he recently held Oil Trading
and Logistics Expo Week
in Lagos was a harvest
and colourful outing for
the Petroleum Products
Pricing Regulatory Agency (PPPRA) as
the downstream regulatory body had
in attendance two former Executive
Secretaries in the persons of Dr. Oluwole
Oluleye and Reginald Stanley while the
former Ag. Executive Secretary Mrs.
Sotonye Iyoyo was ably represented by a

General Manager, Mr. Agbaje Olasupo.
The theme for the conference was
Optimizing the Downstream ValueChain, with many other notable speakers,
panelists and delegates who discussed
various topics such as: Crude and
Products: Pricing Impacts on African Oil
Flows and Trading Markets; Commercial
Prospects for Modular and Full Scale
Refineries; Options for an Efficient
Petroleum Products Market, among
others.
The Speaker, House of Representatives,
Rt. Honourable Yakubu Dogara, who
was expected to declare the Conference
open, was represented by Hon. Joseph
Akinlaja, Chairman House Committee
on Petroleum Downstream. Minister of
State for Petroleum Resources, Dr. Ibe
Kachikwu, who was Special Guest of
Honour was represented by the Group
General Manager, Crude Oil Marketing
Division of NNPC, Alhaji Meliq Kyari.
While speaking at the Conference
on the topic, Crude and Products:
Pricing Impact on African Oil Flows,
Mr. Agbaje stated that deregulation no
doubt has become a global strategy for
enhancing productivity and economic
growth which has been adopted in
many countries of the world. He stated
further that deregulation of economic
activities particularly the removal of
barriers to market entry and exit, the
de-control of prices and the liberalization
of investment decision has become an
important component of the downstream

pricing policy of the government.
He stated further that the pricing of
petroleum products, over the years, has
been a regulated one which does not
permit cost recovery and expansion of
investments especially in the downstream
sub-sector of the industry. He, therefore,
canvassed for the total deregulation of
the downstream oil and gas sector for
efficiency and competitiveness.
In his contribution, the pioneer
Executive Secretary of PPPRA, Dr.
Oluwole Oluleye, advocate for the
independence of the regulatory body
in the downstream oil and gas sector.
According to him, not until PPPRA
is free of any interferences from any
quarters that the Agency could live up
to the expectation of stakeholders and
members of the public at large.
He reiterated that PPPRA was
established to mid wife the gradual
process of deregulation of the
downstream oil and gas sector in Nigeria
which was vehemently resisted. He noted
that once upon a time, the formidable
opponents of deregulation of the
downstream especially members of the
Civil Society and the Labour Unions are
now at the forefront of those canvasing
for the total deregulation of the sector.
He thus appealed to the government to
have the political will to do the needful
and allow the sector to grow. He added
that the more Regulatory Agencies in the
sector play their roles, the better for both
the consumers and the nation.
The Chief Executive officer of the
National Petroleum Authority (NPA)
of Ghana, Honourable Moses Asaga
said that the downstream oil sector of
Ghana contribute to about 15% of the
GDP growth without mention of the
upstream. According to him, Ghana has
fully deregulated its downstream sector,
adding that Ghana NPA is responsible
for the robust regulatory environment
which has been witnessed in Ghana’s
downstream petroleum.
Asaga bemoaned the infrastructural
decays in the oil sector in Nigeria, noting
that majority of public enterprises failed
to live up to expectation, yet consumed
a large proportion of national resources
without providing the goods and services
expected of them or not providing them
in an efficient and effective manner.
Those public enterprises also served as
platforms for political patronage and
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promotion of political objectives to
the detriment of the nation’s long-term
development
Speaking further, Hon. Asaga
remarked that Ghana, as an emerging
oil producer, has articulated a clear plan
to fully maximize the potentials of its
oil in favour of petroleum products,
while ensuring that the country has an
uninterrupted measure of investments
and trade within the oil trading and
supply.
In his contribution at the Conference,
a one-time Executive Secretary of PPPRA
who is now the Chairman, Board of
Advisors OTL Africa Downstream, Mr.
Reginald Stanley said there is a need
for government intervention by way of
policy on LPG to facilitate its growth and
make it easily available and accessible.
According to him, Nigerians still heavily
depend on HHK, thereby stunting the
growth of the LPG market which is
cleaner, cheaper and environmentalfriendly.
He advised the relevant authorities in
charge of LPG to quickly look at some
of the challenges militating against
the wider usage of LPG and design an
awareness campaign for many Nigerians
to buy into the usage of cooking gas.
Stanley rhetorically stated that LPG is
done in other parts of the world and
asked why it is difficult in Nigeria.
“Where else do they use kerosene on
a large scale as an alternative source of
energy for cooking?” he asked.
While speaking on a related topic, Mr.
Stanley stated that the time has come
to hit the nail on the head, noting that
government should allow the private
sector to drive the downstream sector.
Stanley affirmed that if the economy
of the country must grow, the sector
must be deregulated, and added that
the operational environment must
be transparent enough to spur many
investors to come in. He also noted,
however, that because there still exist
some regulation, investors are restricted
to come into the sector on a large scale to
invest, rather they chose to remain on a
marginal profit level.
The annual OTL Africa Downstream
Week is organized in collaboration with
key partners in government and the
industry. The event is rightly described
as Africa’s Downstream Destination.
Some of the key resolutions the various
Speakers and Panelists at the 2016 OTL
African Downstream Week arrived at are:
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 Full liberalization and deregulation
of the downstream oil sector,
with removal of all hindrances
and bottlenecks is needed for the
improvement of private investment
and market competitiveness, while a
mitigating policy that will best serve
the public and cushion the effect
thereof is put in place.
 It is imperative to establish and
empower a strong independent
regulator to oversee activities in
the sub-sector and ensure the
implementation of open and
transparent rules for the downstream

“Financial institutions should
be encouraged to develop
special lending arrangements
that will allow players in the
downstream sector to access
funds at single digit interest
rate to facilitate and sustain
growth.”
value chain.
 To minimize or eliminate oil theft,
security measures such as the Oil and
Gas Protection Squad should be put
in place as soon as possible, together
with full deployment of technology
and observance of international
monitoring standards.
 Government should expedite action
on the passage of the Petroleum
Industry Bill which should cover
full deregulation of the downstream
sector.
 The Cabotage Act as well as the Local
Content Laws need to be optimized
in implementation by NIMASA
and other regulatory bodies in the
downstream sector to ensure more
participation of Nigerians.
 Financial institutions should be

encouraged to develop special lending
arrangements that will allow players
in the downstream sector to access
funds at single digit interest rate to
facilitate and sustain growth.
 To streamline policy intervention,
inter-agency collaboration between
key branches of Government is
strongly advocated and Government
should identify supervisory
mechanisms to harmonize policy
engagements.

ON THE RISE: YEMISI,
NWONU, TOPE & ABNER,
JOIN THE MANAGER CADRE

T

he Board and Management
of PPPRA have approved
the 2017 promotion exercise
in which four officers from
the rank of Chief Regulatory
Officers were promoted to Managers.
The officers are Barrister Oluwayemisi
Esuruoso of the Legal Unit; Mr. Michael
Nwonu, the Administrative Head, Lagos
Zonal Office; Mr. Tope Ogundola, of the
Gas and Renewable Energy Department
and Prince Ishaku Abner of the
Operations department.
Similarly, about fourteen officers from
the rank of Deputy Chief Regulatory
Officers (DCRO) were also elevated to
the cadre of Chief Regulatory Officers,
while forty others got promoted as
Deputy Chief Regulatory Officers. In
the same vein, thirty three officers of
the Agency became Assistant Chief
Regulatory Officers (ACRO), while
another officer got promoted to the post
of Senior Regulatory Officer (SRO). The
Management, while congratulating the
newly-promoted officers, charged them
to be more productive and dedicated to
their duties.
It would be recalled that Yemisi
Esuruoso, is a pioneer staff of PPPRA
and the Chief Regulatory Officer at
the Legal Unit. She has a distinguished
career in law with special interest in
Administrative Law.
Mr. Nwonu became the acting
Administrative Head of the Kaduna Zone
in 2008 and subsequently in 2009, he was
redeployed to head Port Harcourt Zone.
In 2011, he was posted back to Corporate
Planning Department at the headquarters

FEATURE
from where he was again posted to Lagos
in 2016 as the acting Administrative
Head of the Lagos Zonal Office.
Tope Ogundola, also a pioneer staff

“Both the aspirants and the
electorates, commended the
Electoral Committee for a job
well done, they described the
conduct of the election as fair
and transparent, noting that the
Committee carried everybody
along during the screening and
voting exercise.”
of the Agency was a Senior Research
Officer in the then Planning and Research
Division (PRD) of the Agency, from
where he moved to the Gas Unit. He was
posted to the Lagos Zonal Office as the
Acting Head, from where he was again
redeployed to Ibadan, Oyo State, as the
Coordinator, Downstream Operational
Activities for Ilorin, Ore, and Mosimi.
He is currently in the Gas and Renewable
Energy Department of the Agency.
Prince Abner is a graduate of Business
Management from the University of Jos.
He joined the services of PPPRA as a
pioneer staff in 2004, and worked in the
Operations Department as a Unit Head
of Pricing Economics. He became the
Pioneer Head of Lagos Zone, in acting
capacity, when the Lagos Zonal Office
was created and was in the saddle for
about four years (2005-2009). He is
currently a Manager in the Operations
Department.
The Downstream Monitor wishes all the
newly-promoted officers more productive

work experience in the service of Nigeria.

PPPRA COOPERATIVE:
AMOJO SWORN IN AS
PRESIDENT, AS ELIZABETH
TOBI BOWS OUT WITH LOUD
OVATION

M

r. Benjamin Amojo has
emerged the winner for
the post of President of
the PPPRA Cooperative
Society, in a keenly
contested election, held recently in the
Agency. Amojo polled 113 votes to
defeat Mr Ejenavi Odafe who had 80
votes. With his victory, Amojo has taken
over the mantle of leadership from Miss
Elizabeth Tobi, whose four-year tenure as
the President of the Cooperative Society
witnessed a tremendous growth and
improved welfare packages for all the
Agency’s co-operators.
Other elected officers of the
Cooperative are: Mr. Onyerika Emeka
for the post of Vice-President, Ifenkwe
Scholastica got elected as Secretary
General, Oge Joseph becomes the Asst.
Secretary while Mrs. Mopelola Samuel is
to serve as Treasurer.
It would be recalled that the process for
the election started with the nomination
of an Electoral Board Committee, headed
by Mrs Margaret Kelvin-Woluchem.
Other members of the committee are,
Mr. Akano Bolade, Mr. Aropere Tobi,
and Mrs. Minimah Odiniruka. Their
duties, among other things, were to set
the electoral guidelines, registration and
screening of the aspirants, as well as

conducting the elections.
Both the aspirants and the electorate,
commended the Electoral Committee
for a job well done, and described the
conduct of the election as fair and
transparent, noting that the Committee
carried everybody along during the
screening and voting exercise. In
addition.
Meanwhile, the elected officers have
since been sworn-in for a two-year
tenure. In his address, the newly elected
President of the PPPRA Multipurpose
Cooperative Society, Mr. Benjamin
Amojo, pledged to operate an opendoor policy, ensure accountability and
transparency in the running of the affairs
of the society.
The swearing-in ceremony was
conducted by Mallam Jubril who
represented the Abuja Cooperative
Registrar. In his address, Jubril
commended the out-going executive for
leaving behind a good legacy of financial
discipline and commitment to the growth
of the PPPRA Cooperative. Also in
attendance was the Executive Secretary of
National Co-operative Financing Agency
of Nigeria (CFAN), Mr. Atama, who in
his address, charged the newly-sworn in
PPPRA Cooperative Executive to strive
for an improved welfare of members and
promised to make himself available for
any advice.
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Market Fundamentals
BY LANRE AKINWUNMI

Crude Price (Brent Dated)
Brent Dated grew by 8.74% to close at
$53.68/barrel in 1st Quarter, 2017; a
moderate growth above previous Quarter
which closed at $49.36/barrel.
Generally, crude oil prices have rebounded by 106.53%, from the low of
January, 2016, when the Brent crude price
reached a 12-year low at $25.99/barrel.
The moderate increase in Brent Dated
prices is largely due to market reactions
to the November, 2016, OPEC agreement
to cut production by 1.2 million barrels
per day (b/d) starting in January 2017.
According to the US Energy Information Administration (EIA), “Strong de-

mand and the recent agreement among
members of the Organization of the Petroleum Exporting Countries (OPEC)—
along with some key non-OPEC oil producers—are putting upward pressure on
crude oil prices. However, forecast increases in global production should provide downward pressure on prices and
mitigate the potential for significant crude
oil price increases through 2018”.

Gasoline Prices
Gasoline prices followed the same trend
experienced in Crude costs. Although
prices were relatively stable for a better
part of Q1, 2017, upward pressure pushed

prices above the previous Quarter level
which averaged $504.64/MT. At the end
of Q1 2017, gasoline prices were 7.98%
higher than they were at the end of Q1
2016.

FOREX Rate (January –
December, 2016)
The continued systematic devaluation of
the Naira by CBN and the steady rise in
crude oil price in Second Quarter (Q2
2016), resulted in an upward movement
of refined petroleum products prices.
This, coupled with the increasing difficulty being faced by oil marketers in sourcing
Forex needs for products importation, re-

TREND IN CRUDE PRICE (BRENT DATED) ($/BBL.) (JANUARY-MARCH, 2017)
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sulted in Marketers backing out of the importation process; thereby leaving NNPC
as the sole supplier of refined petroleum
products in the country.
In order to encourage and enlist the
participation of OMCs in product sourcing and distribution in the country, the
Government adopted an Appropriate

Pricing Framework, effective May 11,
2016, called The Appropriate Pricing
Mechanism. The essence of the APF was
that Oil Marketing Companies could
source their Forex requirements at the
alternative markets. Consequently, the
Forex provision on the PPPRA Pricing
Template was reviewed upward from
N197/$ previously to N285/$.
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Strangely, in June, 2016, the Central Bank
of Nigeria (CBN) introduced the “Automatic Adjustment Mechanism of the Exchange Rate” in a flexible foreign exchange
regime aimed at reducing the pressure on
the naira; bowing to immense pressure to
devalue the naira.
Under the new regime, the CBN de-
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CBN EXCHANGE RATE TREND (N/$) (JANUARY-MARCH, 2017)
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N305.00/$ (4TH JAN., 2017)
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clared that the market would operate as
a single market structure through the
Inter-bank/Autonomous window. Below
are some of the highlights of the Automatic Adjustment Mechanism Policy:
 The Exchange Rate would be purely
market-driven using the ThomsonReuters Order Matching System as
well as the Conversational Dealing
Book.
 The CBN would participate in
the Market through periodic
interventions to either buy or sell FX
as the need arises.
 To improve the dynamics of the
market, CBN would introduce FX
Primary Dealers (FXPD) who would
be registered by the CBN to deal
directly with the Bank for large trade
sizes on a two-way quotes basis.
 These Primary Dealers shall operate
with other dealers in the Inter-bank
market, among other obligations
that will be stipulated in the Foreign
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 The Forty-One items classified as
“Not Valid for Foreign Exchange” as
detailed in a previous CBN Circular
shall remain inadmissible in the
Nigerian FX market.
 The CBN shall introduce nondeliverable over-the-counter (OTC)
Naira-settled Futures, with daily
rates on the CBN-approved FMDQ
Trading and Reporting System.
This new policy put further pressure on
the naira which initially exchanged for
N281/$ at introduction on June 23rd,
2016; N4/$ below the PPPRA provision
of N285/$ on the Pricing Template. However, at the end of trading on August 17,
2016, the naira further slid down to exchange at N309/$, before finally stabilizing at N305/$ for the rest of the year.
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March, 2017):
In February 2017, in continuation of efforts to increase the availability of Foreign
Exchange in order to ease the difficulties
encountered by Nigerians in obtaining
funds for Foreign Exchange transactions,
the Central Bank of Nigeria (CBN) introduced a new Forex policy on 20th February, 2017.
The CBN would provide foreign exchange to all commercial banks to meet
the needs of both personal travel allowances (PTA) and business travel allowances (BTA) for onward sale to customers.
All banks would receive amounts commensurate with their demand per week,
which would be sold to customers who
meet usual basic documentary requirements.
As this Policy is relatively new, it remains to be seen how effective it would be
and how it would impact on the capacity
of Oil Marketing Companies in sourcing
Forex requirement for import needs.

MARKET FUNDAMENTALS
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Dr. Ibe Kachikwu HMSPR and President
Muhammadu Buhari

2

A Cross-Section of Invited Guests at the
Launch of 7 BIG-WINS

3

From Left Prof. Sunny Iyukur, Principal PTI;
Alh. Ahmed Bobboi, Executive Secretary
PEF(MB); Mrs. Sotonye Iyoyo, Former Ag. ES
PPPRA; Mr. Mordecai Ladan, Director, DPR

4

The Amanyanabo of Twon Brass, Bayelsa
State, HRM King Alfred Diete-Spiff, President
Muhammadu Buhari, Dr. Ibe Kachikwu,
HMSPR, Zamfara State Governor, Abubakar
Yari; and Hon. Peter Nwokolo

2

5

Dr. Ibe Kachikwu, HMSPR

6

Former Executive Secretary, PPPRA
Mrs. Sotonye Iyoyo, Former Perm. Sec
MPR, Dr. Mrs. Jamila Shua’ra.

3

5

4

6

7 From Left, Mr. Mordecai Ladan,
Director, DPR; Mrs. Sotonye Iyoyo,
Former Ag. ES PPPRA; Mr. Simbi
Wabote, Executive Secretary,
NCDMB; Prof. Lawrence Anikwe
DIM, DG NNRA, Dr. Mrs Jamila
Shua’ra , Dr. Ibe kachikwu, HMSPR;
GMD NNPC, Dr. Maikanti Baru;
Prof. Sunny Iyukur, Principal PTI;
Alh. Ahmed Bobboi, Executive
Secretary PEF (MB),

7
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3rd & 4th from left, Hon. Minister of
State for Petroleum Resources, Dr. Ibe
Kachikwu and OPEC Secretary General
Mr. Barkindo Muhammed flanked by other
industry players during the OPEC meeting
in Dubai

9

Hon. Minister of State for Petroleum
Resources, Dr. Ibe Kachikwu, with Mr.
Chike Onyejekwe

10

Hon. Minister of State for Petroleum
Resources, Dr. Ibe Kachikwu, with the
OPEC Secretary-General Mr. Barkindo
and Wale Tinubu of Oando Nigeria Plc
during the OPEC meeting in Dubai
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13

Dr. Ibe Kachikwu, and another OPEC
country member representative at the
OPEC meeting in Dubai.

14

The Board Chairman, Mallam
Muhammad Lawan Buba, the PPPRA
Ag. ES Mr. Victor Shidok, and a Board
Member

12

11

A cross-section of some of the PPPRA
Board members during the Management/
Board members retreat.

12

The Hon. Minister of State for Petroleum
Resources, Dr. Ibe Kachikwu, with
Niger Delta Traditional Rulers as part of
stakeholders’engagement.
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From L-R, the Senior Special Assistant
to the President on National Assembly
Matters, Senator Ita Anang, immediate
past Acting Executive Secretary of
PPPRA, Mrs Sotonye Iyoyo and her
husband; and former PPPRA Board
Chairman, Sen. Ahmadu Ali during the
PPPRA PENGASSAN Award Night.
The E.S of PPPRA Mr. Shidok V.Z. in a
chat with Brenda Ataga, the STA to the
Hon. Minister of State for Petroleum
Resources.

20

A cross-section of PPPRA Staff during the
2016 World Environment Day Symposium.

21

A cross-section of some of the PPPRA
Board members during the Management/
Board members retreat.
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A cross-section of PPPRA Staff during the
2016 World Environment Day Symposium.
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15

Hon. Minister of State for Petroleum
Resources, Dr. Ibe Kachikwu, receiving
an award for Excellent Service during
the PPPRA PENGASSAN Award night.
The Award was presented by the Senior
Special Assistant to the President on
National Assembly Matters, Senator Ita
Anang.

16

From R-L, the Minister for Petroleum
Resources, Dr. Ibe Kachikwu, the
Executive Secretary PPPRA Mr. Shidok
V.Z, Mr and Mrs Tosin Osijirin during
the presentation of the Ministers’
2016 Scorecard Award to the PPPRA
Outstanding Staff of the year, Mr. Tosin
Osijiri.

17

The Hon. Minister of State for Petroleum
Resources, Dr. Ibe Kachikwu, the CEO
of Oando Mr. Wale Tinubu and the
GMD NNPC, Dr. Maikanti Kachalla Baru
during the Joint Ventures Cash Call exit
signing programme.
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The Hon. Minister OF State for
Petroleum Resources, Dr. Ibe
Kachikwu during the PPPRA Town
Hall meeting with the minister at the
PPPRA Head Office.

26

PPPRA CSR Team at the Abuja
Children’s Home Karu Nasarawa
State during its 2016 CSR Week.

27

The GM Corporate Services
Department Mr. O.O.Agbaje
presenting a gift to the National
Oil Spill Dictation and Response
Agency (NOSDRA), Director
General Dr. Peter Idabor who
presented a paper at the event.

28

A cross section of the PPPRA CSR
Team at the IDPs camp to mark the
grand finale of the Agency’s CSR
Week.

25

23

Some of the food and
material items donated by the
Management and staff of PPPRA
to the IDPs of Kurdu in Nasarawa
State.

24

The GM Corporate Services
Department and Coordinator of
the Agency’s CSR programs, Mr.
O.O.Agbaje handing over the
relief materials.

26
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PETROLEUM PRODUCTS:
PRICING REGULATION NOT
SUSTAINABLE
The Downstream Oil and Gas sector is undoubtedly of strategic importance to the nation, as
petroleum products constitutes a key source of energy used for various purposes. It involves the
refining of crude oil and the distribution of products until it gets to the final consumer. In a bid
to safeguard its investment in the downstream sector, the government has introduced one regulation after another. These include the Petroleum Products (Uniform Prices) Order of 1973,
Petroleum Equalization Fund (Management) Board Decree of 1975 (amended 1989), and the
Petroleum Amendment Orders of 1996 -1998
These laws effectively took the
downstream sector from a deregulated market to an over-regulated
one characterized by inadequate
supply and distribution of petroleum products, monopoly,

“Deregulation works within
the safeguard of an enabling
environment that provides a
legal framework to guide all
operators.”
44

under-cost recovery, inefficiency,
corruption, among others, leading
to a near crippling of the sector
and the whole economy.
Consequently, in 2000, after a
one-week protest and strike following the arbitrary increase in the
prices of petroleum products, the
then President Obasanjo’s government, in a bid to find a lasting
solution, set up a 34-member
Committee, to review all aspects
of petroleum products supply and
distribution within the Nigerian
economy and make recommendations. At the end of its findings, the
Committee recommended, among

others, a phased deregulation and
liberalization of the downstream
sector of the oil and gas industry.
Leading to the emergence of the
Petroleum Products Regulatory
Committee (PPPRC) in 2001,
which later became a full-fledged
Agency, the Petroleum Products Pricing Regulatory Agency
(PPPRA) in May 2003. The Agency
was created to oversee the eventual
deregulation of the sector.
According to Chief Rasheed
Gbadamosi, the pioneer Chairman
of PPPRA (2001), “deregulation
works within the safeguard of an
enabling environment that pro-
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FEATURES
vides a legal framework to guide all
operators”. He noted that the objectives of deregulating the downstream sector of the oil industry
are to make products available on
a continuous basis nationally and
at reasonable prices; provide an
investor-friendly climate; provide
margins that are fair to all stakeholders to allow for maintenance
of assets and reinvestment; and
make room for competition, which
gives the consumer a choice in
pricing and product quality”.
However, efforts to deregulate
the oil sector since January 2003,
has met with so many resistance
from organized labour and from
members of the civil society.
Government, therefore, decided
to introduce into the 2006 budget
a recommendation from Senator Ibrahim Mantu Committee
reports, the Petroleum Support
Fund (PSF), an interventionist
programme to cushion the effect
of price volatility while preventing
inflation.
In his essay, “Removal of
Subsidy: Issues and Challenges”,
John Iyobhebhe chronicled the
evolution of the subsidy regime by
successive governments in Nigeria.
According to him, the subsidy on
petroleum products in Nigeria
was initially introduced in April
1992, when the Ibrahim Babangida Administration adopted the
scheme because the refineries were
performing abysmally low due
to lack of regular Turn-Around
Maintenance (TAM). This was to
temporarily stabilize the price of
petroleum products while the refineries underwent rehabilitation.
It was meant to last for only six (6)
months. At its inception, licenses
to lift, import and market oil was
issued to a few people. That policy
has become hydra-headed, milking

the revenue of the government till
date.
As a reminder of how petroleum products became a political
chess play with every succeeding
administration, it is worth noting
that the Babangida administration
(1985-1993), adjusted the price of
a litre of refined Premium Motor
Spirit (PMS) from 15.3 kobo to
20 kobo. On March 31, 1986, the
regime further increased the price
again, from 20k to 39.5k; and on
April 10, 1988, from 39.5k to 42k.
On January 1, 1989, the price
witnessed another upward review
from 42k to 60k (although the regime said it was for private vehicles
only, but the price remained 42k
for commercial vehicles) as well.
On December 19, 1989, it moved
to a uniform price of 60k and on
March 6, 1991, the price of a litre
of fuel was increased to 70k.
Chief Ernest Shonekan, Head of
the Interim National Government
(ING), increased the price of a litre
of fuel from 70k to N5 on November 8, 1993. The incoming Abacha
regime reduced the increment to
N3.25k on November 22, 1993.
On October 2, 1994, the Abacha
administration increased the price
of fuel to N15, from N3.25 but
after massive street protests, the
regime reduced the pump price to
N11 on October 4, 1994. General
Abdulsalami Abubakar’s regime
raised the price from N11 to N25
on December 20, 1998 and after
days of sustained protests; it was
forced to reduce the increment to
N20 on January 6, 1999.
The Obasanjo presidency adopted fuel subsidy as a key point of
its economic policy, but no sooner
than it was sworn in that it effected
an increment to N30 on June 1,
2000. It took another round of
public protests and mass rejection

forced it to reduce the increment
to N25 on June 8, 2000 and further
down to N22 on June 13, 2000. The
regime was again to increase the
price to N26 on January 1, 2002
and again to N40 on June 23, 2003.
He was to raise it up to N70 by the
time he left in May 2009 but the
incoming Yar’Adua regime reduced
it to N65, after a general protest
against the price regime. Although
President Yar’Adua government
tried to increase the price of petroleum products, it could not scale
through following increased mass
disapproval of such act.
It could be deduced that the
thought of price regulation (subsidy) was a good one, as it was
intended to give the average Nigerian access to cheap petroleum
products, and reduce transport and
production cost. However, there
were flaws in the policy implementation and, as such, government
became over-burdened with the
payment of monetary claims which
obviously could have been used in
the provision of infrastructure and
the creation of an enabling environment for investors and other
developmental projects such as
the provision of good roads, water,
electricity, hospital and schools
that will have direct impact on the
poor who are in the majority.
Needless to say that the implementation was tragically different, partly due to an interface of
factors bothering on leakages,
inefficiencies, greed and political
interference. However, the Federal
Government, in its wisdom, realized that there was an urgent need
to quickly address the bleeding
of the nation’s resources through
the introduction of the Petroleum
Industry Bill (PIB).
The bill, which was forwarded to
the legislators in 2008 with the sole
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aim of holistic reforms in Nigeria’s
oil and gas industry, has traversed
three successive administrations
which would probably rank as the
most delayed piece of legislation in
the history of the National Assembly of the Fourth Republic. The bill
was initiated in the Sixth National
Assembly by the administration of
late President Umaru Musa Yar’Adua, with the sole aim of initiating
reforms in Nigeria’s oil and gas
industry, in a manner comparable
with international best practices.
Other objectives of the bill were
to open up the industry and make
its operations more transparent by
unbundling the Nigerian National
Petroleum Corporation (NNPC).
Various interest groups including legislators, and the International Oil Companies (IOCs), as
well as selfishness, nepotism and a
host of other factors contributed in
frustrating the passage of the PIB.
Instead of subjecting Nigerians to
endless hardship, the government
should once and for all remove
subsidy on fuel and allow the
market forces to determine how
much to sell. Nigerians are already
used to buying petroleum products
at different prices from different
stations, especially those outside
Lagos and the capital cities.
Chris Igwe, the Managing Director and Chief Executive Officer of
Mainland Oil and Gas Company
Limited, stated that marketers
have gotten their hands burnt
many times when they go and take
money from NNPC or an IOC to
import and they land the products
at a high rate above the Federal
Government regulated ex-depot
price of N123.28-N133.28 per litre.
Many operators in the downstream oil sector posited that
current landing cost of imported
PMS with the high cost of forex
is above N145 per litre, asking at
what price should Marketers be
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selling at retail outlets? The DPR is
there with the obligation to enforce
price, hence, no Marketer would
like to venture into an unprofitable
business.
Igwe noted that any Marketer
who borrows money to import petrol or pay for allocation from the
NNPC will end up working for the
banks. “It is no longer sustainable,
it is no longer feasible because we
land it at even more than N145 per
litre. If you are unlucky and accumulate demurrage, you might land
it at N148 that is why no Marketer
is importing now, we are dependent on product imported by the
NNPC”. The Nigerian Economy is

“PIB which was
forwarded to the
legislators in 2008
with the sole aim of
holistic reforms in
Nigeria’s oil and gas
industry has traversed
three successive
administrations which
would probably rank as
the most delayed piece of
legislation in the history
of the National Assembly
of the Fourth Republic.”
monolithic, heavily dependent on
oil, which is primarily premised
on price and volume of quantity
produced. Currently, there is a glut
at the international market, and
this is coming at a time when the
country is experiencing economic
recession.
Oil is an international product
and fortunately the Bonny light,

which Nigeria produces enjoy
comparative advantage over the
Brent. However, there are lots of
uncertainties within the global
arena as the price of the crude
dropped from almost $120 in 2014
and currently to about $40-$45
per barrel, a trend which portends
danger to the nation’s economy.
Nigeria’s oil accounts for over 90%
of the country’s revenues for both
human and infrastructural development
Although, President Buhari had
one time served as the minister in
the petroleum industry, there is
need to say that the scenario at that
time was completely different from
what is on ground now. Indeed, a
lot of changes have taken place taking the industry from a robust sector with optimal refining capacity
that met the consumption needs of
the people, with effective pipelines
network, storage and tank farm
facilities to a semi-comatose sector.
While going across the length
and breadth of the country, soliciting for support, President Buhari
had promised to revamp the ailing
economy with special attention
paid to oil and gas sector. In order
to achieve this, professionals,
stakeholders, corporate bodies
and Nigerians have being calling
on the government of President
Muhammadu Buhari to put in
place policies and measures that
will bring about changes and at the
same time, throw up opportunities
for investors to come in.
The first step to take by the government should be to engage the
different stakeholders in the industry in a public discussion on how
to move the industry forward and
there is no other time than now
when everyone is negatively feeling
the impact and more so as Government still enjoys an overwhelming
support of the teeming masses.
The Executive Secretary of the
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Major Oil Marketers Association
of Nigeria (MOMAN), Mr.
Obafemi Olawore, remarked that,
“There is only one solution to fuel
shortages which is deregulation
There must be deregulation, as no
business man will come into the
downstream to refine crude with a
capped price.”
He added that deregulation does
not mean “do as you please” but
only to allow market forces to dictate price while government puts
in place the framework for efficient
processes. Government should,
without delay, fully deregulate the
downstream sector of the oil and
gas industry to encourage private
investments in crude oil refining,
as well as the privatization of the
nation’s existing refineries.
However, the Nigerian Labour
Congress (NLC), has continued
to maintain its opposition to the
removal of subsidy. The Congress
described petrol, as a major pillar
of the Nigeria economy, and, as
such, must be subsidized so as to
make the product available and
affordable to the masses.
Another area the government
needs to pay special attention to is
the need to have effective regulatory framework in the downstream
oil and gas sector. In South Africa,
for example, there is SAPRA, the
body that monitors and reviews
the prices of petroleum products
on a quarterly basis, which has
been accepted by the people. In
Ghana, Government established
the National Petroleum Authority
(NPA), to regulate, oversee and
monitor the Ghanaian Petroleum
Industry. The authority was established after calls by the general
public for efficiency, growth and
stakeholder’s satisfaction in the
industry.
Here in Nigeria, there are many
“price control and quality” regulatory agencies with duplication

of functions and lines of authority, which the PIB is expected to
streamline. However, the question
remains when would it be passed
and the process of implementation
commence. It’s needless to say that
a drastic problem require a drastic
solution, Government should take
a drastic measure by fully deregulating the sector and allowing
market prices to be a determinant
for the products availability. Until
this is done, investors will continue to shy away from the sector
while the remaining operators
will always strategize to keep their
businesses afloat at the expense of
the consuming public.

NIPCO ACQUIRED
60% OF MOBIL
DOWNSTREAM
OPERATION
The Chief Executive Officer of
the Nigerian Stock Exchange, Mr.
Oscar Onyema, has the recent
acquisition of Exxon-Mobil’s 60%
stake in Mobil Oil Nigeria by NIPCO Plc would ensure continuous
investors’ interest in the nation’s
capital market.
Onyema described the deal as
one of the largest acquisitions in
the downstream sector of the oil

“There is only one
solution to fuel shortages
which is deregulation.”
and gas industry during a courtesy
visit by the NSE management team
to NIPCO in Apapa, Lagos. He was
quoted as saying that the strategic
acquisitions would enhance the
company’s continuous growth and
expansion in Nigeria as well add
increased value to investors and
other stakeholders.

The NSE CEO said, “At the
Exchange, we are keen to support
businesses to achieve greater success so that they can thrive within
the enabling environment as well
as provide organizations with
various opportunities to fund their
long-term objectives. NIPCO, as a
critical stakeholder, needs all the
support with the various initiatives
and opportunities available via the
capital market to enable it to excel
in the sector.”
According to him, the acquisition by NIPCO is a great development for the industry and a great
achievement for a Nigerian-owned
investment company. “We think
it is a good development for the
company, and it also gives great
potential for indigenous companies to get global visibility. We are
indeed impressed with NIPCO’s
track record on safety,” Onyema
added.
He, however, urged the
management of NIPCO to
consider listing the company on
the NSE, adding that it would give
more credibility and attract more
shareholders to the firm, among
other benefits.
The Managing Director, NIPCO,
Mr. Venkataraman Venkatapathy,
lauded the NSE boss and his management team for the visit to the
company. He said, “The transition
period will also enable NIPCO Plc
to effectively manage a smooth
and successful completion of the
transaction. NIPCO considers
this acquisition as an important
synergy.”
“We wish to give every assurance to Exxon-Mobil that having
entrusted us with this invaluable
asset, we will ensure full brand
compliance with Exxon-Mobil’s
global standards as well as rigorously sustain and follow ExxonMobil’s code of conduct/ethos and
operational excellence,” he said.
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Deregulation to the Rescue
BY RUKKY MINIMAH

T

he Price Modulation/Appropriate Pricing
Framework
(APF) of the
downstream petroleum sector
undertaken in
May 2016, ushered in a new phase
in the petroleum industry and positioned the industry on the path
of sustainable growth.
The decision by the Federal Government with regards to partial
deregulation, effectively brought
to an end, the fuel subsidy regime
which became unsustainable
due to the ever increasing funds
required to run Petroleum Support
Fund (PSF) and its adverse effects
on the nation’s economy coupled
with crash in the price of crude
oil in the spot market. The current price modulation regime saw
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an upward review in the price of
Premium Motor Spirit (PMS),
which, for the first time since the
reintroduction of fuel subsidy by
the Obasanjo regime in January
2006, reflects the realities of the
value of the naira against major international currencies. The current

“THE CURRENT
ADMINISTRATION’S PRICE
MODULATION REGIME HAS
ADDRESSED FOR GOOD, THE
PERENNIAL ISSUE OF FUEL
SCARCITY WHICH ALMOST
BROUGHT THE COUNTRY TO ITS
KNEES IN MID-2016.”
administration’s price modulation

regime has addressed for good, the
perennial issue of fuel scarcity which
almost brought the country to its
knees in mid-2016.
Prior to the low price of crude oil
and the removal of subsidy, Nigeria was spending over N1 trillion
annually on Petroleum Support
Fund (PSF). The regime brought
about massive fraud and corrupt
practices on the part of Operators/
Marketers, as large number of
individuals milked the country dry
through the subsidy process despite
all the exigent measures put in place
to check and curb sharp practices in
the scheme.
Therefore, the present government
had to adopt the APF policy, to create a price band of N135 and N145
price per litre of PMS, enthroning
Open Access Regime where Oil
Marketers with the wherewithal
could import as much PMS as they
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can handle.
The Federal Government also
entered into an agreement with
certain Upstream oil companies to
provide foreign exchange to the Oil
Marketers for fuel import, to ease
access to scarce foreign exchange.
However, almost one year after
its introduction, the new policy
seems to be throwing up yet another challenge, as Oil Marketers
appeared to have lost interest in
importation of fuel, leaving the
NNPC to account for over 90% of
the nation’s petroleum products
importation. This then raises the
question: should the Federal Government go the full hog and undertake a total deregulation of the
Nigerian oil downstream sector?
By definition deregulation is
a reduction or elimination of
government power in a particular
industry, geared towards opening up the sector and creating
competition among players in the
industry. Since this does not mean
a complete elimination of laws that
govern operations in the industry,
government’s presence would still
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be felt, especially in policy making
and regulation.
Key stakeholders are of the view
that the deregulation of the downstream sector would open up the
sector to private investors, which
would positively impact on job creation and growth of the economy.
Besides, the policy is expected to
have a positive spin-off on all other
sectors of the Nigerian economy,
especially in the area of foreign
exchange accumulation and reduction in demand and a significant spike in the Gross Domestic
Product (GDP), of the country. It
would also lower transaction costs,
stimulate market activity and lead
to innovation.
No doubt, the deregulation of
the downstream sector in Nigeria
would initially lead to economic
pressure on the masses as market
forces come to play, but over time,
the economic pressure would be
eliminated and the sector will
stabilize as operators in the sector,
compete with one another in order
to remain the favourite of the
consumers.
This is bound to force down
prices just as we have witnessed in
the communications sector.
Furthermore, the quantum
amount that subsidy drains from
the Federation Account annually
by reason of partial deregulation
would be saved for wider-masses-reaching infrastructural development.
In all, the enormous benefits
of full deregulation of the downstream sector to the Nigerian
people and government cannot
be over-emphasized, as it will free
more funds for local investment
and eventually stabilize market
prices as competition increases. It
will encourage private, local and
foreign investment in setting up of
refineries and other downstream
infrastructure. This will make for
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increase in local refinery production and employment.
The price of PMS, which might
inch up initially, would over time,
reduce, while the importation of
refined products would be eliminated as more companies venture
into crude oil refining.
Full deregulation in the petroleum downstream had become

“KEY STAKEHOLDERS ARE
OF THE VIEW THAT THE
DEREGULATION OF THE
DOWNSTREAM SECTOR
WOULD OPEN UP THE SECTOR
TO PRIVATE INVESTORS,
WHICH WOULD POSITIVELY
IMPACT ON JOB CREATION
AND GROWTH OF THE
ECONOMY.”
imperative, as government cannot
continue to dump funds that could
be used in areas that will benefit a
larger percentage of the population
with a few business men and women through fuel subsidy, interventions and other incentives.
Finally, deregulation will engender employment in the country
as investors open up or expand
their businesses in the sector, more
manpower will be required and
with the local content policy, our
teaming unemployed Nigerian
youths will be employed by these
firms.
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INVESTMENT: KEY TO
NIGERIA’S DOWNSTREAM
SECTOR GROWTH
BY IFENKWE SCHOLASTICA

T

he downstream sector is an integral part of the oil industry. It deals with refining, supply and distribution of petroleum products. The downstream sector in
Nigeria is a key sector to the country’s economy, so much so that any upheaval
affects the entire economy of the country. The first oil refinery was built in 1965,
with a capacity of 38,000 barrels per day. Subsequently three more refineries were built
due to expanding domestic needs over the last ten years.

The 1990s saw a fast-growing population, putting the country in a
situation where domestic demand
for petroleum products outweighs
supply, with corruption, smuggling
and mismanagement, the refineries
were operating at less optimal levels. Turn Around Maintenance was
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done on the refineries to improve
capacity but this was not getting
the desired effect.
It is surprising that Nigeria,
despite being blessed with vast
quantities of oil, the sixth largest
exporter in OPEC, does not have
much to show for the billions

of dollars in revenue generated
over the last forty years. It has
not translated into an improved
economy for the country.
Government involvement
in the ownership structure of
the refineries and downstream
logistics infrastructure gave rise

50

INVESTMENT: KEY TO NIGERIA’S DOWNSTREAM SECTOR GROWTH

to a regulated regime that was
characterized by inadequate supply
and distribution of petroleum
products, pricing regimes that
did not allow for cost recovery,
acute products scarcity, leading to
queues at filling stations.
The regulated regime provided
little or no incentive for real sector
investment, resulting in high
energy consumption due to low
price, zero taxation and levies. The
resultant effect of all these was a
collapsing downstream sub-sector.
No sector can grow in an
environment inefficiency,
corruption, abuse of natural
monopolies, mismanagement,
smuggling and excessive
subsidizing, to mention but a few.
No investor would like to invest
in an environment where there
is no guarantee for return on
investment.
Therefore, for the sector to
thrive and grow, there is a need to
create a conducive environment
for guaranteed investment flow.
This can only be achieved through
the policy of deregulation and
liberalization of the downstream
sector. Deregulation will create
avenues for others apart from
NNPC to join the importers
chain with a view to ensuring
uninterrupted products supplies
at reasonable competitive
prices. Government’s attempt to
deregulate the downstream in
the past ten years, has impacted
positively on the inflow of
investment in the sector. Even
though the deregulation policy
has not been fully implemented, it
has created a better environment
for players, with an assurance of
return on investment.
A case in point is the noticeable
growing investment in the
downstream sector in the last ten

years. According to Mr, Obafemi
Olawore, the Executive Secretary
of Major Marketers Association of
Nigeria (MOMAN), attempts by
government to deregulate using
PPPRA, from 2000 led to investors
coming into the downstream.
He said that before this, there
were no Depot and Petroleum
Marketers Association of Nigeria
(DAPPMAN). But today
DAPPMAN has about 27 members

“For the sector to thrive
and grow there is need
to create conducive
environment for
guaranteed investment
flow. This can only be
achieved through the
policy of deregulation
and liberalisation of the
downstream sector.”
and a minimum investment of
about 5 billion naira per member,
with a combined storage capacity
of 30 days.
Also, Independent and
Petroleum Marketers Association
of Nigeria (IPMAN) investment
in the downstream sector is well
over 25 billion naira. Its member
companies also claim to have
over 70% of the market share in
the downstream sector. This is as
a result of their overwhelming
investment in all the nooks and
crannies of this country. Total
staff strength is about 22,000 in all
their service outlets. Several other
examples of increased investment
abound in the area of storage

facilities.
Therefore, if the policy of
deregulation is fully implemented
in the downstream sector, we
can only imagine the volume of
investment it will bring into the
sector. What we are seeing at
the moment will only be a tip of
the iceberg. We all could recall
what happened in the telecoms
sector nearly two decades ago.
Government deregulation of the
telecoms sector brought in private
investors to run the system. The
initial prize which was very high
eventually crashed down due to
healthy rivalry among operators.
The number of jobs created by
this singular act is innumerable.
From the recharge card seller
on the street to the card printer,
and all the employees involved in
providing service to the end users,
the effect is there for all to see.
The same feat could be achieved
in downstream sector of the oil
industry. All that is needed is the
political will to implement the
deregulation policy which will in
turn attract more investors into the
sector. Investment opportunities
in the downstream sector are
many. Some of them are in
refining, transportation, storage
terminals petrochemicals and gas
utilization. The hope of achieving
the much-needed growth in the
sector, as well as other business
opportunities, depend on the
full implementation of the
deregulation process.
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OPEC MEMBERS PUMP LESS
OIL IN JANUARY
BY CHRIS ABANIKANDA

The Organization of Petroleum Exporting Countries (OPEC) members fulfilled their plan to lower oil output
in January, a report published by the group of major producers has revealed.
The OPEC members decided in November to reduce their output at the start of 2017, aiming to boost oil
prices and revenues shortly afterward 11 non-OPEC producers including Russia joined the effort to pump
less.
OPEC’s 13 members pumped 32.1 million barrels per day (bpd) in January below its target of 32.5 million
bpd. The Vienna-based group said. According to the International Energy Agency (IEA), which represents
Industrialized oil consuming nations, OPEC has achieved only 90percent of its planned production cuts.
The cartel’s basket price reached an average of 52.40 dollars per barrel in January, the highest level in over 18
months. According to the latest available price quote, OPEC’s price stood at 53.23 dollar .
Saudi Arabia, OPEC’s biggest producer, shouldered most of the cut. It said the ouflow from Saudi wells
decreased by 496 million bpd in January. Since October, OPEC’s overall production has dropped by 1.6
million bpd, over the planned cut of 1.2 million bpd.
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R

ussia has yet to make
good on its promise
to take 300,000bpd
off the market. The
country only reduced its output
by 120,000bpd in January. It could
be recalled that Nigeria, an OPEC
member, could not meet up with
the expected 2.5million bpd as
a result of insecurity and the
activities of pipeline vandals in the
Niger Delta area. Consequently,
Nigeria was not affected by the fuel
cut.

FINALLY OIL PRODUCERS
AGREE TO PRODUCTION
CUTS- NIGERIA AND
LIBYA EXEMPTED
Petroleum Exporting Countries
( OPEC & non-OPEC ), held
one of its most closely-watched
meetings in recent times as they
both reached an agreement for
the first time in 15 years, to cut oil
production. The last production
cut was in 2001.
The cartel faced an unpalatable
choice to either do nothing and
watch oil prices on a free fall due
to a global supply glut and sluggish
demand growth or cut production
and boost prices.
In the past two years, crude oil
prices plummeted from an average
of $115 per barrel in 2014, to as
low as below $30 in 2016. Low
oil prices overstretched many
economies and spurred unrest
in some countries, especially
Venezuela. Nigeria was however
recommended for exemption to
enable it recover from the negative
impact of incessant attacks on its
oil facilities by armed militant
groups in the Niger Delta region,
which resulted in a massive cut
in its production and exports
capacities. On the other hand,

OPEC MEMBERS PUMP LESS OIL IN JANUARY
Libya was proposed for special
consideration on similar grounds,
following series of attacks on its oil
facilities by ISIS terrorists groups
operating in that region in recent
months.
Iraq and Iran also wanted a
production-cut waiver, but that
was stepped down. Iraq wanted
the waiver because it needs funds
to continue its battle against ISIS.
While Iran wanted the waiver to
allow it settle down and recover,
after serving years of U.S. imposed
sanctions, including restrictions on
its oil production and exports.
Saudi Arabia and Russia, the
two biggest oil producers, will
cut production by 300,000bpd
and 486,000bpd, respectively.
While Saudi is the largest OPEC
producer, Russia is same for
non-OPEC members. OPEC
President, Mohammed Al-Sada,
who announced the resolution
at the end of the body’s 171st
meeting in Vienna, Austria, said
that “adjustment in output would
be shared amongst all members of
the group, to bring their ceiling to

S

/ Country

52.5 mbpd.”
The cut, which is the first after
eight previous attempts since 2008,
is considered a massive boost to
efforts by the global oil cartels
to shore up oil prices and end
a record glut that has paralysed
economies.
One of the major achievements
of OPEC’s Secretary-General,
Nigeria’s Mohammed Barkindo,
whose diplomatic shuttle around
oil producing nations since his
assumption of office in August , is
that it culminated in the “Algiers
Accord” that sought to stabilize the
market and boost prices.
Notwithstanding, the cut
is subject to a review after six
months, with a possible roll-over
for another six months on the
recommendation of a Ministerial
Monitoring Committee of three
OPEC countries, namely Kuwait,
Venezuela and Algeria. The
countries are to closely monitor the
implementation and compliance
with the agreement.
Since its formation in 1960, and
at every given chance, OPEC has

Old Quota

Cut

New Quota

No.
1

Algeria

1,089,000

50,000

1,039,000

2

Angola

1,715,000

42,000

1,673,000

3

Ecuador

548,000

26,000

522,000

4

Gabon

202,000

9,000

193,000

5

Iran

3,975,000

178,000

3,797,000

6

Iraq

4,561,000

210,000

4,351,000

7

Kuwait

2,838,000

131,000

2,707,000

8

Qatar

648,000

30,000

618,000

9

Saudi Arabia

10,544,000

486,000

10,058,000

10

UAE

3,013,000

139,000

2,874,000

11

Venezuela

2,067,000

95,000

1,972,000
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S/NO

Country

Cut

1

Azerbaijan

35,000

2

Bahrain

10,000

3

Brunei

4000

4

Equatorial Guinea

12,000

5

Kazakhstan

20,000

6

Malaysia

20,000

7

Mexico

100,000

8

Oman

45,000

9

Russia

300,000

10

Republic Sudan

4,000

11

South sudan

8,000

proven itself to be a formidable
cartel. Like any other association
it struggled with adverse
unforeseen consequences. Here is
a brief insight into the history of
production cuts by OPEC since
inception:

OIL EMBARGO THE FIRST
OIL SHOCK
Although formed in 1960, OPEC
only became a household name
in 1973, during the cold war era.
After the outbreak of the Yom
Kippur War better known as the
Arab-Israeli War in early October,
OPEC began restricting exports
to the U.S. and other western
nations that provided support to
Israel. Later in the year, to match
words with actions, several Arab
oil countries and Iran, cut off all
oil exports to the Unites States.
U.S. gasoline shortages ensued and
prices soared, and the economy
was crumbling at the same time
U.S. elections were near. The
embargo ended in march 1974
with the intervention of Henry
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Kissinger, who dangled carrot to
the then Shah of Iran who was
America’s heartthrob and a very
strong ally, an offer the Shah could
not resist, dubbed the “backdoor
channel”( Oil Kings, Andrew
Scott Cooper). Crude oil was
clandestinely exported from Iran
to the West in exchange for arms,
fighter jets and advanced military
technology and other sophisticated
defense support. The price of oil
rose from below $3.50 in 1972 to
more than $12 by the end of 1974.
The backdoor channel strategy for
most experts in the field was the
harbinger to the processes that led
to the end of the oil embargo.

IRANIAN REVOLUTION
THE SECOND OIL SHOCK
JANUARY 1979
During 1979-80 oil prices surged,
following disruptions tied to the
Iranian revolution that toppled
the Shah of Iran (Shah Reza
Pahlavi). To augment the shortfall
from Iran, OPEC ramped up
production, but also moved to

raise prices. The U.S. economy
suffered its second oil shock and
fuel queues resurfaced. Through it
all, the Saudi Oil Minister Yamani
sounded the alarm, warning that
high prices will do lasting damage
to demand. Like words on the
marble; the search for alternative
energy by any means necessary, to
wriggle itself of the bondage of the
cartel led to huge investments in
alternative energy which eventually
came up with success stories like
biofuels, shale gas and the like.
This affected demand and price
eventually dropped.
Price War
Yamani, the Saudi Oil Minister,
was eventually proved right.
Surging prices stimulated
conservation measures and shifted
away from oil. High prices also
encouraged increased production
by non-OPEC countries. The
North Sea and Alaska contributed
to a rising flow of oil. The 1980s
saw OPEC scrambling to cut
production and introduce quotas,
but the efforts were undercut
by rampant cheating as various
members exceeded their quotas.
Oil dropped to less than $10 a
barrel by mid 1986.

Gang Related
In 1991 Iraq invaded Kuwait, at
that time Kuwait had a population
of less than 2 million, and sitting
on 10% proven world’s oil reserves.
This affected supply and oil prices
surged to a then-record above
$40 a barrel. But the surge was
relatively short-lived as Saudi
Arabia bridged the gap to avert a
global shortage. Prices crashed in
the midst of the Asian financial
crisis in 1998-99, sending oil
back below $10 a barrel. The
cartel teamed up with non-OPEC

OPEC MEMBERS PUMP LESS OIL IN JANUARY

producers, including Mexico and
Norway, to cut oil production as a
result prices recovered.

Crisis Response
The commodity supercycle fueled
by Asia’s economic boom, helped
push oil to an all-time high of
more than $147 a barrel in July
2008. The subprime financial
crisis and ensuing global recession
sent oil skidding back below $40
a barrel before the end of the
year. After a series of cuts, OPEC
officials met in Oran, Algeria,
in December, agreeing to cut
production by 2.2 million barrels
a day–the largest ever single
reduction–from a September
level of 29.045 million barrels. Oil
initially extended its decline but
soon found a bottom.
Eleven OPEC members in
their own meeting agreed to cut
production from the market.

Eleven Non-OPEC member
countries also agreed to cut
production
From the 11 OPEC member
countries with lowered production
targets, supply dropped to 29.888m
bpd in January, according to
figures from secondary sources
that OPEC uses to monitor its
output. Reuters’ calculations put
the reduction at a 93% compliance
rate.
Saudi Arabia made a huge
contribution to the cuts. The top
OPEC oil producer told the cartel
it reduced output more than
expected (486,000bpd) by more
than 700,000 bpd to 9.748m bpd.
The Kuwaiti Oil Minister Essam
Al-Mazrouq posited that nonOPEC members, on the other
hand, are only complying with
50% of their agreed cuts, under
the landmark OPEC/non-OPEC
output deal.
Under the agreement, OPEC
pledged to cut 1.2mbpd from its

October 2016 output levels for six
months, starting from January,
and freeze production at around
32.5mbpd including Indonesia
(Indonesia became a member of
OPEC in 1962, before suspending
its membership with effect from
January 1, 2009). It was joined by
11 non-OPEC countries, led by
Russia, who agreed to cut output
by 558,000 bpd in the first half of
2017.
Mazrouq chaired the first
meeting in mid-January of a
five-country committee created
to monitor and enforce the
OPEC/non-OPEC deal. Regular
monthly meetings are planned
and a technical committee met
from February 21-22 at OPEC’s
headquarters in Vienna , and a
Ministerial meeting was also held
from March 22-23, according to
Russia’s Oil Minister Alexander
Novak.
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TOSIN OSIJIRIN: REWARD
FOR HARDWORK
BY CHRIS ABANIKANDA

B

oth commitment and hard work
have their rewards, no matter
how long it may take. Like the
proverbial Time in the Holy Book, it
was indeed time of reaping for nine
officers in the employment of the Ministry of Petroleum Resources as they
were rewarded for their hard work.
Among these high flying officers was
our very own Tosin Osijirin, an Assistant Chief Regulatory Officer in the
Operations Department of PPPRA,
who carted home the diadem as the
most outstanding staff of the Agency in
the year 2016.
The Awardee, Mr. Tosin Osijirin receiving a plaque of commendation from the Minister of State for Petroleum Resources, Dr. Ibe
Kachikwu. In the middle is Mr. V. Shidok, the Ag. ES, PPPRA

Tosin holds a Master’s degree in
Business Administration from
the Obafemi Awolowo University, Ile-Ife and joined the services
of Petroleum Products Pricing
Regulatory Agency in 2005, as
Corporate Affairs Officer before
being deployed to Operations Department, where he has continued
to shine like a million stars. His
efficiency and service delivery at
the Petroleum Support Fund (PSF)
Unit, as complier, checker and
verifier knows no doubt. The Unit
requires a diligent and committed
person, who could ensure transparency in its operation and Tosin
stood up to be counted among his
peers working at odd hours, without waiting for any reward.
Tosin Osijirin was adjudged
the Best Staff in the PPPRA, he is
known to work without complaints
or seeking glorification. According
to his supervisor and Head of PSF
Unit, Tosin is a very knowledgeable officer in handling affairs of
the Unit and has been able to keep
a reliable data bank on processed
subsidy claims of NNPC and other
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Marketing companies. He is steadfast and reliable,
while his attitude to work has positively impacted on
the activities of his Unit and the integrity of the PSF
Scheme.
It could be recalled that the Honourable Minister
of State for Petroleum Resources, Dr. Emmanuel Ibe
Kachikwu, while presenting the Score Card of his
Ministry for the year 2016, stated that all activities and
programmes of the Ministry and its parastatals are
geared towards opening the sector to more reforms
aimed at improving operational efficiencies, encouraging staff to perform better, boost morale and encourage healthy competition.
It is in line with this that the Ministry decided to
recognize and present Award to its Most Outstanding
Staff in both the Ministry and in each of the Parastatals under it. Consequently, nine officers from
the Ministry and its Agencies were presented for the
Ministerial Recognition and Award for Outstanding
Performance in their duties, exemplary character and
service to the Federal Republic of Nigeria.
The award winning officers who were selected
through a very rigorous process included Dr. Nuhu
Habib of the Department of Petroleum Resources
(DPR); Mrs. Rabi’ah Waziri-Adamu from The Petroleum Technology Development Fund (PTDF); Mr.
John Dahua Adamu of the Nigerian Nuclear Regulatory Authority (NNRA); Mr. Stanley Ufuoma Idi, from
The Petroleum Training Institute (PTI); Mr. Tosin
Osijirin of The Petroleum Products Pricing Regulato-

ry Agency (PPPRA); Mr. Ahmed
Bashir of The Nigerian Content
Development & Monitoring Board
(NCDMB); Mr. Jeremiah Olugbenga Oluwaniyi; General Manager (Group Treasury) Nigerian
National Petroleum Corporation
(NNPC); Mr. Mustapha Madu
of Petroleum Equalization Fund
(Management) Board (PEFMB);
and Mr. Rafiu Abiodun Adesanya of the Ministry of Petroleum
Resources (MPR).
Dr. Kachikwu, while presenting the Award of Excellence to
the outstanding officers, charged
them to be more dedicated and
sustain the niche they have carved
for themselves. He said the Award
should therefore propel them to
greater heights, in the performance
of their duties, while also engendering healthy competition among
their peers.
How fitting this then is, as working hard has earned Tosin not only
his living, but also self-recognition
to stand in lofty places.

WE SHALL SUPPORT GOVERNMENT’S DEVELOPMENTAL EFFORTS

PENGASSAN President, Comrade Francis Olabode Johnson

WE SHALL SUPPORT
GOVERNMENT’S
DEVELOPMENTAL EFFORTS
PENGASSAN PRESIDENT, COMRADE FRANCIS OLABODE JOHNSON

Deregulation of the petroleum
industry means different things
to different people – government,

“Today, we are talking about the
deregulation of the downstream
sector of the petroleum industry as a
single item whereas what is required
is a complete overhaul of both
operational and policy frameworks in
the industry.”
investors, marketers, etc. What
does it mean to the oil workers?
Deregulation is a universal

economic concept that promotes
free market enterprise. When the
regulator relaxes regulation and
permits market forces to determine
the means of production and
distribution of an economic
product, deregulation is achieved.
While deregulation is desirable,
it must be approached with
caution and the highest sense of
good conscience. For us in the
oil and gas industry, deregulation
would have been a non-issue if the
critical issues of legal, regulatory
and fiscal reforms, as posited in
the Petroleum Industry Bill (PIB),
were addressed.

Today, we are talking about the
deregulation of the downstream
sector of the petroleum industry
as a single item whereas what is
required is a complete overhaul
of both operational and policy
frameworks in the industry.
The laws currently in operation
cannot support the demands of the
sector, because it is in dire need of
reformation.
The 1968 Petroleum Act is what
the industry is currently surviving
on. How can the country rely on
an obsolete body of regulations
and still demand efficiency
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from an industry that has been
stretched beyond its elastic limit?
Why would Nigerians be talking
of deregulation at all if we had
a functional products pipeline
operating at a user-fee basis?
If the nation had taken the
intervention of PENGASSAN
seriously enough in 2001 after the
submission of the White Paper
on Supply and Distribution of
Petroleum Products headed by the
then Secretary to the Government
of the Federation, Chief Ufot
Ekaette, the country would not

level, then part of the problem is
solved.
Our stance has always been to
put in place necessary structures
that will enable and sustain the
policy. When the sector has
achieved full deregulation, there
will even be a greater challenge
than scarcity, namely consumer
protection.
Post-deregulation, the first
aspect of the policy that will be
most felt is price liberalisation.
That is the greater concern for
us as a pressure group. It is not

“There should be a review of pipeline installation techniques
and the maintenance policy, regular surveillance by core experts
to evaluate pipeline integrity and proffer necessary solutions,
well-coordinated security network, strict enforcement of Pipeline
Right of Way, and review of enabling legal instruments for
sanctioning violators/defaulters.”
have the problems it is facing
today.
The Union, at the time, had
called for a systematic review
of all aspects of the supply and
distribution of products, including
regular turn around maintenance,
(TAM), of the refineries.
Today, we are talking of shutting
down the refineries for a year to
carry out a comprehensive TAM.
This is the action needed 15 years
ago, while fuel importation lasts.
By now, the country would have
achieved full sufficiency of local
fuel production and thin out the
subsidy margin.

enough to deregulate. What have
we put in place to prevent collusion
and predatory tendencies of
operators? We do not have strong
protection or cover for consumers’
in Nigeria. See what we experience
daily with service providers, in
aviation, telecommunications, etc.
We should also pay attention to the
sustainance of public utilities, like
pipelines, jetties, depots and even
refineries.

Some people say deregulation is
the answer to the perennial fuel
scarcity. Does PENGASSAN share
this view?

Over the years, successive
governments have thought of
deregulation, particularly in
the downstream sector of the
industry. But there has always
been resistance from Labour, of
which PENGASSAN is a part. Do
you think the country is ripe for
the policy?

Some say it is “the answer”, well, we
say it is an answer. Deregulation is
not an end in itself, but a means to
an end. If we understand it to that

Same as what I said earlier. The
Unions are not against the policy
in any way, rather deliberate
steps should be taken to address
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weightier issues of employment,
sectoral development, corruption,
inefficiency and profitability for the
Nigerian state.
In fact, the Labour movements
in Nigeria have been in the
forefront of restructuring of the
downstream sector for a long time.
Sometime ago, between 2000
and 2003, the Unions participated
in the various interventionist
committees set up by government
to address the problems in the
industry.
At a point, we proposed
phased deregulation of the
downstream sector to enable
the Federal Government fix the
ailing refineries, grant licenses
to private refiners, stimulate
investment drive, improve human
capital capacity, institute legal
and regulatory framework and a
whole lot of institutional policy to
engender sectoral development.
If the proposals were taken
seriously, we definitely would not
be where we are today 15 years
after. So, we are not ready for
full deregulation yet until those
concerns are addressed, otherwise
we shall be riding in the air.
The combined products supply
from the country’s refineries
cannot meet domestic demand.
How would deregulation work
under a products import regime?
The major challenge in the
refineries is feedstock. Crude
supply to the refineries must not
only be systematic, but statutory.
The daily fuel consumption
is between 30 and 35 million
litres per day, with provision
for strategic reserve. If capacity
is boosted to refine 80% of the
domestic demand, and work
towards bringing on stream
private refineries to complement
the balance, why should we still

WE SHALL SUPPORT GOVERNMENT’S DEVELOPMENTAL EFFORTS
bother about importation? Now,
why I said earlier that we need
to put up structures that will
sustain the policy of deregulation?
Under a products import regime,
government will only put in place
a mechanism that monitors the

the Bill to the National Assembly
and take advantage of the majority
of its membership for accelerated
passage. Graciously, the Senate
President has promised to work
assiduously at passing the Bill.

“Troubled pipeline spots should be clear of all obstructions
to ensure effective monitoring. We demand the creation of
a specialized security agency for monitoring and securing
pipelines. Such specialized agency’s offices should be
strategically located in troubled areas.”
price parity to prevent oligopolistic
tendencies of operators.

For deregulation to thrive, all
regulatory issues and laws
capable of frustrating its
effectiveness must be removed.
Don’t you think the absence of the
PIB could pose a major problem?
What do you think the government
should do?
Absolutely! The Petroleum
Industry Bill (PIB) remains
the panacea for the myriads of
problems in the industry. We

“The Labour movement in Nigeria will
support anything that will advance the
development of the country just as we
shall resist attempts to mortgage our
commonwealth and hand them over
to shylocks under the guise of a free
market enterprise.”
have heard government say it will
implement provisions of the Bill
piecemeal in order of needs and
priority.
We don’t know how that will
play out. Our expectation is for
the Executive arm to re-present

Crude oil theft and pipeline
vandalism are two issues capable
of frustrating the deregulation
policy. What do you think these
problems could be resolved?
We empathize with the NNPC
Management on the negative
impact and colossal loss to the
nation caused by the menace
of crude oil theft and pipeline
vandalism, which have become a
major dent on our national and
business integrity.
These criminal incidences are
major causes of incessant shutin production, force majeure,
massive divestment, environmental
degradation, and unbearable
cost of maintenance and repairs.
Apart from causing unimaginable
economic/revenue losses to the
Federation Account, pipeline
vandalism and crude oil theft
continue to deter confidence
in industry’s operators and
players. Refineries’ operational
and functional effectiveness are
truncated by pipeline sabotage.
There should be a review of
pipeline installation techniques
and the maintenance policy,
regular surveillance by core experts
to evaluate pipeline integrity and
proffer necessary solutions, wellcoordinated security network,

strict enforcement of Pipeline
Rights of Way, and review of
enabling legal instruments for
sanctioning violators/defaulters.
Troubled pipeline spots should be
clear of all obstructions to ensure
effective monitoring. We demand
the creation of a specialized
security agency for monitoring
and securing pipelines. Such
specialized agency’s offices should
be strategically located in troubled
areas.
How do you think oil workers’
interest would be adequately
protected under deregulation?
That is why Labour associations
exist. The Labour movement in
Nigeria will support anything that
will advance the development
of the country just as we shall
resist attempts to mortgage our
commonwealth and hand them
over to shylocks under the guise
of a free market enterprise. The
oil and gas industry in Nigeria is
endowed with some of the finest
professionals and operatives the
world can boast of. Our engineers,
geophysics, chemists, humanists,
environmentalists’ are the finest
you can find anywhere around
the globe. So, who is afraid of
deregulation?
Our laws are clear on job
protection and wealth creation
along the value chain, so we are
not losing sleep over the effective
implementation of deregulation.
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SUMMARY OF THE NATIONAL
GAS POLICY
BY EMEKA ONYERIKA, RABI YUSUF, TINUOLA OBASAN
CHAPTER 1, EXECUTIVE SUMMARY

 The areas to be strengthened are:

Nigeria is facing a full-blown energy
crisis which has spurred the Ministry
of Petroleum Resources to develop the
National Gas Policy.

 Gas legislation

The main aspect of the Gas policy covers:

 Domestic Gas supply obligation.

 Governance (legislation and
Regulation)
 Industry structure
 Developing Gas Resources
 Infrastructure
 Building Gas Market
 Developing National Human
Resources
 Communications Internal and
External communication strategy
 Roadmap and action plan.

CHAPTER 2, INTRODUCTION
 Government shall abide by the
provision of the policy until reviewed
or replaced by a formal restatement
of policy duly gazetted by the
Government
 The Government intends to structure
the Gas sector to overcome the effect
of the dwindling Gas price as against
the benign Gas market situation
enjoyed up till 2014.

 Gas Master plan
 Infrastructure blue print.

 Commercial frame work

CHAPTER 3, VISION & OBJECTIVES
Vision: To be an attractive Gas-based
industrial nation, giving primary
attention to meeting local Gas demand
requirements and developing a significant
presence in the international Markets.
Mission: To move Nigeria from a crude
oil export-based economy to an attractive
Gas-based industrial economy.
In order to meet the vision and mission
of the policy, the following strategic
objectives of the Gas policy have been
defined as follows;
 Communicate with stakeholders
 Identify new Gas resources
 Establish clear policy
 Enable Conducive Environment
 Discourage waste
 Seek Value addition
 Develop Nigeria Human Resources

 Implement international best
practices
 Implement good governance

CHAPTER 4, GOVERNANCE
 The government will pass a new
legislation to address Gas issues,
remove the anomaly and distinguish
between upstream, midstream
and downstream. This should be
undertaken by addressing the
following:
 Emphasis on Gas as a fuel in its own
right
 Separation of upstream from
midstream
 Separation of the midstream and
downstream systems.
 Separation of Gas infrastructure
 Pricing
 Competitive regulation
 Fiscal regime
 licensing
 The Federal Government is
determined that there should be a
new single Regulatory Agency for the
Petroleum sector in Nigeria which
will replace the existing Regulatory
Agencies. It will cover the following
divisions.
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 Upstream oil and Gas regulation
 Midstream and downstream Gas
regulations
 Midstream and downstream oil
regulations
 Health, Safety and Environment
compliance
 Consumer protection
 Compliance Monitoring
CHAPTER 5, INDUSTRY STRUCTURE
 This will focus on solutions to the
development of the petroleum sector
in Nigeria;
 Areas where government can have a
direct effect
 Areas where government sets the
environment
 Areas where the market acts directly
and there is no role for Government
 The Gas policy envisions an industry
founded on partnership between the
public and private sectors, albeit with
clear separation of roles between the
Government and the private sectors.
 The Government owned corporations
involved in the policy are;
1.

Nigeria National Petroleum
Corporation (NNPC)
2. Nigeria Petroleum Development
Company Limited (NPDC)
3. Nigeria Petroleum investment
Management Services Limited
(NAPIMS)
4. Nigeria Gas processing and
Transportation Company
(NGPTC)
5. Nigeria Gas Marketing Company
(NGMC)
 Philosophy of the Regulatory
structure proffers, a strong
independent regulator that will be
responsible for the technical and
economic regulation of the Gas sector.

DEVELOPING GAS RESOURCES
 The policy pushes for a diversification
of supply sources from a national and
energy security perspective. This will
improve Gas supply and encourage
Gas exploration and production in
other regions of Nigeria.
 To achieve Gas industrialization, lowcost Gas resources will be identified
and dedicated to the Nigeria domestic
market.
 Gas flaring effects the environment
and human health and leads to
economic loss. The Government
plans to ensure that flare capture and
utilization projects are developed and
without prejudice to the enforcement
of application sanctions.

CHAPTER 7: INFRASTRUCTURE
 Required gas infrastructure will be
identified under seven categories as
follows:
 Existing gas infrastructure blueprint.
 Gas Master Plan infrastructure
blueprint.
 The new gas transportation links.
 Upgrading NGC network.
 Alternative Gas transportation
options where you have CNG by road
or barge, LNG by road or barge or
other virtual pipeline options that
may be identified.
 Key anchor customer infrastructure
 Security of gas supply investment
 Critical gas infrastructure include:
 Calabar-Ajaokuta Pipeline (CAP)
Project
 Ajaokuta-Kaduna-Kano (AKK)
Pipeline project
 ELP-Ibadan-Jebba Pipeline project
 Obiafu-Obrikom-Oben (OB3)
Pipeline project
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 Expansion of ELP phase 2 project
 Oso platform to QIT Pipeline project
 Erha/Bosi pipeline Project
 Trans-Sahara Gas Pipeline Project

CHAPTER 8, BUILDING GAS MARKETS
 In building the gas markets, the
intention of the government is that
natural gas exports will continue
albeit consistent with Nigeria’s
aspirations for domestic gas market
development.
 Liquefied Natural Gas: Nigeria is
one of the leading LNG exporter
nations of the world. Atlantic basin
markets have been and will be the
main markets for Nigerian LNG.
 Regional and International Pipeline
Projects:
 West African Gas Pipeline (WAGP)
and
 The Trans-Saharan.
 Encouraging Gas Projects
 Supply to the domestic gas market
has not grown as expected as gas
development was based around
export gas projects with some local
market development as a secondary
objective that did not deliver.
 Rather than trying to continue
with a centrally planned national
market development, the gas policy
proposes a project-based and market
opportunity-led approach as a more
effective way to grow gas markets.
 Gas-Based Industrialisation. This
means that gas–fired power plants
will continue to be targeted but the
government will also promote the
development of gas for industrial
purposes.
 Identifying and developing clusters
 A cluster in the nation’s energy

SUMMARY OF THE NATIONAL GAS POLICY
context, is a geographical part of the
country where there is a demand
centre.
 As part of the gas policy, studies will
be undertaken to identify there are
clusters that could form anchor loads
for a gas project. The government will
facilitate the development of these gas
projects to clusters while the private
sector is expected to develop the
projects.
 LPG Production and Consumption
 A vibrant LPG market in the country
will induce a positive ripple effect
that will translate into more job
and business opportunities for the
Nigerian populace.
 Production of LPG in Nigeria
is currently 4mt per annum
approximately; mostly produced
from natural gas processing. The
major source of LPG in Nigeria is the
Nigerian LNG (NLNG). The Nigeria
Petroleum Marketing Company
(NPMC) formerly PPMC is the main
operator in the LPG Market.
 The scope of the Policy for LPG in
Nigeria covers its uses in Domestic,
Power generation, Autogas and
Industrial.
 Development Model for Domestic
LPG Market will involve these
strategies: Availability, Affordability,
Accessibility and Acceptability.
 National LPG Council: to be
established from stakeholders to serve
as an interface body between all the
Agencies of Government in respect
of policy issues relating to the LPG
sector. It is to be headed by the VicePresident. Among the stakeholders
are:
 The Office of the Vice-President,
 Ministry of Petroleum Resources,
MPR
 Ministry of Budget and Natural
Planning, MBNP

 Department of Petroleum Resources
(DPR)
 Standards Organization of Nigeria
(SON)
 Nigerian Liquefied Natural Gas
(NLNG)
 Nigeria National Petroleum
Corporation, NNPC, PPMC.
 Federal Ministry of Environment
(FMEnv)
 Nigerian Liquefied Petroleum Gas
Association, (NLPGA)
 Federal Ministry of Women’s Affairs,
(FMWA & SD)
 Federal Ministry of Finance (FMF)
 Central Bank of Nigeria (CBN)
 Federal Ministry of Industry, Trade
and Investment (FMITI)
 Federal Ministry of Health (FMH)
 Nigerian Customs Services,
(Customs)
 Nigerian Content Development and
Monitoring Board (NCDMB)
 Federal Ministry of Power, Works and
Housing.

CHAPTER 9, DEVELOPING NATIONAL
HUMAN RESOURCES
 It is more difficult to develop Nigerian
local content in a low oil price
environment as developing human
resources in an environment of
cutting jobs is not easy.
 The human resources part of the gas
policy revolves around developing
local content in petroleum skills and
making that available in Nigeria.

behind the gas policy.
 This gas policy is a joint production
from the government and the gas
industry community in Nigeria.

CHAPTER 11: ROADMAP AND ACTION
PLAN
 Government will set targets for
market development while gas
utilization in Nigeria is up to the
private sector to deliver.
 Road map for delivering the gas
policy is set in three scales: short,
medium and long terms.

CONCLUSION
 In conclusion, PPPRA is not listed
among the institutions to be part
of the National LPG Council
which will be headed by the VicePresident whose responsibility will
be to interface among stakeholders in
respect of issues relating to the LPG
sector.
 PPPRA must strive to be a member
of the council which is yet to be
established.
 On a more positive note, it was
observed that the Action plan
contains the involvement of PPPRA
in the short term in the areas of;
 Legislation
 Downstream gas regulations
 Studies and Policies.
 This means that the New Regulatory
Agencies comprising PPPRA and
other Agencies involved in the merger
will be taking over from the mid term.

CHAPTER 10: COMMUNICATIONS
 Government will develop appropriate
communications strategy which
will explain to all stakeholders the
purpose, intent, thinking and analysis
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NATIONAL OIL POLICY: NIGERIAN
GOVERNMENT POLICY AND ACTIONS (2016)
BY ISHAKU ABNER, EMMA ARIBODOR, LANRE AKINWUNMI AND OBINNA NJOKU

EXECUTIVE SUMMARY
Statement of the Petroleum Policy:
The Federal Government addresses
petroleum issues, articulates a vision
for the petroleum sector and sets policy
goals, strategies and an implementation
plan for the introduction of an appropriate institutional, legal, regulatory and
commercial framework to resolve the
barriers currently affecting investment in
the sector.
Once issued and gazetted, any policy
position set out herein will bind Government officials unless and until amended.

BACKGROUND
Definition of Petroleum for the Policy:
Petroleum is defined to cover all petroleum-related products, including crude
oil and natural gas.
Oil Prices: three clear messages for Nigeria from the ongoing slump in crude oil
prices:
•
•

•

Nigeria has to be less reliant on
crude oil income
Nigeria needs to leverage on its huge
gas resources to develop a gas-based
industrial economy.
Within the oil sector, Nigeria has
to move downstream into the value
added sectors of refining and petrochemicals.

The Petroleum Policy has derived a most likely average
real future oil price of $45/bbl.
Nigeria is one of the highest cost of
extraction oil provinces in the world,
estimated at $29/bbl. Nigeria has to substantially reduce the cost of production
if the country is to be competitive in the
modern low oil price world.
Nigeria’s export revenues are
over-weighted on crude oil. Due to the
cyclicality of oil revenues, the country
must minimize its exposure to commod-
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ity price risk and develop a petroleum
industry where the value added in oil
streams is realized, combined with a
move towards a gas based industrial
economy.

Structure of the Nigerian
Petroleum Industry
Upstream: Single most important sector
of the economy, accounting for 80% of
the Federal Government’s revenue.
Midstream: This consists of three refineries, petroleum storage depots, onshore
oil and gas pipelines and four terminals.
A strong and commercially viable and
significant refining sector is an essential
part of the Nigerian Petroleum Policy.

Reasons for a new
Petroleum Policy
 The previous policy has not worked
 The world has changed
 The new vision of value adding
activities

 Cost efficient storage, transportation
and distribution for petroleum
products
 Minimize the environmental footprint
of oil exploration and production
 Manage the balance between
depleting oil resources vs renewable
energy

GOVERNANCE (LEGAL AND
REGULATORY FRAMEWORK)
Institutional Reforms
 Policy: National Petroleum Policy
Directorate
 Regulatory: Nigerian Petroleum
Regulatory Commission
 Commercial: Nigerian National Oil
Company
 Nigeria Petroleum Asset Management
Corporation
 Regulatory Framework:

VISION

 A new single regulatory authority
across the petroleum industry

To become a nation where hydrocarbons
are used as fuel for national economic
growth and not simply as a source of
income

 Petroleum safety compliance

MISSION
To maximize the production and
processing of hydrocarbons

 Setting and maintaining technical
standards
 Full legal separation of the Upstream
from the Midstream
 Full legal separation of infrastructure
ownership operations from trading

The policies are to be anchored on the
following strategic policy objectives

Commercial Framework:

 Create a market-driven oil and gas
industry

 Rules for access to pipelines and
networks

 Maximize production and processing
of hydrocarbons

 Pricing principles and regulations

 Move away from oil as a source of
income to oil as a fuel for economic
growth

 Cost benchmarking for infrastructure
facilities
 Tariff regulation for infrastructure
segments

NATIONAL OIL POLICY: NIGERIAN GOVERNMENT POLICY AND ACTIONS (2016)

Fiscal Framework
 Clear, transparent, globally
competitive
 Separate oil from gas

Sector Financing
 All types of financing encouraged,
minimize Government financing
 MPR open to any alternative
financing arrangements
 Plus Cost Structure (PCS)
 Pricing principles and regulations
 Move to modified PSCs or iJVs,
but with additional cost control
provisions
 Target to exit all NNPC JVs cash calls
by end of 2017

INDUSTRY STRUCTURE
 Clear break from the past
 Corporatization restructuring of
NNPC into five autonomous business

 Refining: a strong refining sector is a
basic requirement of the Petroleum
Policy
 Jetties: potential areas of risk, physical
and commercial
 Proposed commercial framework for
midstream oil: separation of whole oil
supply and operation of midstream
facilities, Regulated pricing for
monopoly midstream facility
operations, need to improve the whole
supply chain is recognized

DOWNSTREAM INFRASTRUCTURE AND
MARKETS
 To industrialize the full value chain,
this is to be achieved in line with the
Vision of the Petroleum Policy
 Commercialization and Liberalization
of Downstream
 Key reforms will be introduced
covering:
 Downstream capacity enhancements
and safe operations

 Gain more of the value from
downstream export markets

 Building of strategic products reserves
(Document does not state what
products to cover)

 Procurement for projects

 Improved sector logistics

 Asset management

 Private sector investments in sector
infrastructure

UPSTREAM
 Maximizing production of
hydrocarbons within Nigeria:
Maximize production from existing
blocks, Reduce Niger-Delta insecurity,
Accountability of Production

 Problems of developing local content
in a depressed economy
 Nigeria must be able to export skills
 Developing local content and
implementing Local Content Act
 Install institutional capacity building
 Introduce a maintenance and safety
culture

COMMUNICATIONS:
INTERNAL AND EXTERNAL
COMMUNICATIONS
STRATEGY
 Consultation
 Community relations
 Public enlightenment

ROADMAP AND ACTION
PLAN
 Implementing plan for medium term
(1-2 years)

 Review the Role of NPMC

 Implementation plan for long term
(over two years)

 Petroleum Products Pricing Policy

 Minimize Environmental Footprint

 Regulated and Unregulated Markets:
the philosophy is to move towards
unregulated markets in Nigeria as
much as possible, Regulation will
be required nevertheless for some
limited tariffing regulation, Health
and Safety, Products Standards,
Consumer Protection

 Develop operating oil product
midstream facilities

DEVELOPING NATIONAL
HUMAN RESOURCES

 Unbundling and fundamental
restructuring of NNPC

 Allocation of Oil Licenses and Leases

MIDSTREAM

 Price Publication and Monitoring:

 Action plan for short term (months)

 Diversify resource base

 Balance petroleum resources with
renewable energy

 Non-Discriminatory Regulatory
Stance

 Permanently removing all petroleum
products subsidies

 The effectiveness of NPMC in
growing a commercial and well
run petroleum products marketing
and retail sector in Nigeria will be
reviewed.

 Maximize addition to reserves and
future production

 Open Market Pricing and Publication
of Prices

 Critical milestones: stakeholders
consultations, approval of the
petroleum policy, enactment of
legislation, establishment of the new
single petroleum regulator, NNPC
restructuring, turnaround in the
refining sector, substantial progress
towards industry wide restructuring.

 Removal of Subsidies
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New General Managers
in the Saddle
BY DUPE ADEOSUN

Top Management promotion at the PPPRA saw to the emergence of four new General Managers. Presiding over
the affairs of their respective Departments, the new General Managers are:

Mr. Thaddeus Okonkwo

Mr. Peter Tokan

Mr. Olusoji Soloye

Mr. Olasupo Agbaje

GM (Admin & HR)

GM (Finance & Accounts)

GM (Corporate Planning)

GM (CS & Operations)

Mr. Thaddeus Mbanefo
Okonkwo joined the public service on February 6,
1990 and was in the employ
of Ministry of Works and
Housing. He later joined the
PPPRA on July 1, 2003 as an
Assistant Manager (Administration). Over the years, Mr.
Teddy, as he is fondly called,
has continued to rise along
the ladder, which saw him assume the position of General
Manager (Administration and
Human Resources) during
the promotion of January 1st,
2016. Before his promotion to
a General Manager, he was at
different times the Assistant
General Manager (Port Harcourt and Lagos Zones).

Mr. Joshua Peter Tokan joined
public service on August 20,
1992 as a staff of the Office
of the Auditor General of the
Federation. He joined the
employment of PPPRA on
June 1, 2004 as an Assistant
Manager (Finance and Accounts). Mr. Tokan has, over
the years, handled the Finance
and Accounts Department
without any blemish and thus
it was not surprising when
he was announced as the
General Manager (Finance
and Accounts) on January
1st, 2016. Prior to his promotion to the General Manager
Grade, he was the Assistant
General Manager (Finance
and Accounts).

Mr. Olusoji Adesina Soloye
joined the employment of
PPPRA on June 1, 2004 as
an Assistant Manager (Administration) after several
years in the private sector.
He rose through the ranks of
administrative ladder and was
promoted to the position of
General Manager (Corporate
Planning) on January 1, 2016.
Prior to his promotion, he was
the Assistant General Manager (Admin/HR) and the AGM
(Lagos and Kaduna Zones)
at different times. It was on
record that Mr. Soloye held
all his portfolios with great
admiration.

Mr. Olasupo Olubori Agbaje,
MNIM joined the employment of PPPRA on June 1,
2004 as an Assistant Manager (Corporate Services).
Agbaje, an all-rounder and
highly resourceful technocrat
in the Oil and Gas Industry,
cut his teeth with the then
African Petroleum Plc (AP).
He was the Pioneer Manager
of the Gas Division in PPPRA,
a position he held so well
earning him his movement to
the Operations Department
as a Manager. His impeccable
performance earned him his
promotion to the position of
Assistant General Manager
(AGM) Operations, where
he presided over the Port
Harcourt Zone. On January 1,
2016 Agbaje was promoted to
the exalted position of General Manager.
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GUIDELINES FOR PETROLEUM PRODUCTS SUPPLY
AND DISTRIBUTION UNDER THE APPROPRIATE
PRICING FRAMEWORK (APF)
One of the cardinal objectives of
PPPRA is to establish a downstream
sector that is self-sustaining. This
is to be achieved by promoting
and encouraging private sector
participation and investments
in the downstream sector, in an
economically viable environment.
To this end, the following
procedures and guidelines shall
apply for the purpose of coordinating
operational activities in the
downstream sector in Nigeria. This
will be reviewed from time to time
in line with Government policy
initiatives in the Sector.
The eligibility to carry out
operations in the downstream sector
is subject to the fulfillment of all
PPPRA’s conditions and regulations
as spelt out below:
i.

ii.

All Downstream Operators
(including Refiners, Marketers,
Depot Owners, Retailers,
Dealers, Suppliers, Sub-Suppliers,
etc) wishing to transact business
on petroleum products in the
Downstream Sector in Nigeria
must submit Expression of
Interest to PPPRA in line with its
mandate of regulating petroleum
products supply and distribution.
This is for the purpose of
capturing such information on
the Agency’s databank, subject to
due diligence.
Any Company registered with
PPPRA wishing to supply
petroleum products into the
domestic market shall submit
request to the Agency for
Quantity Notification (QN).
Furthermore, ownership of
Downstream facilities (Depot or
valid Throughput Agreement)
is a precondition for granting
of QN. The QN shall be granted
within 48 hours of application.

iii. PPPRA’s QN shall be a precondition
for the issuance of DPR Import
Permit.
iv. Marketers’ quarterly supply plan
shall be submitted to the Agency for
planning purpose.
v.

Marketers shall notify PPPRA
on LAYCAN programme for the
quarter, based on the approved QN,
for planning purpose and tracking
supply performance. This is without
prejudice to any other supply plan in
the course of the quarter.

vi. Marketers are mandated to tender
Vessel’s Notice of Arrival (NOA)
documents to PPPRA at least 48
hours before vessel arrival. Such
vessel shall be attended to by PPPRA
immediately after berthing at the
discharge port.

with Marketers in the submission
of daily truck out information for
the purpose of developing accurate
database for proper planning and
decision making.
xiv. Marketers shall, from time to time,
submit necessary information to
the Agency which will assist in the
determination of indicative prices in
the Sector.
xv. Suppliers/Traders shall notify
PPPRA of all intending buyers and
submit Family Tree documentation
to the Agency upon vessel arrival
into Nigerian waters.
xvi. All local Refiners shall provide
PPPRA with monthly data on
refinery production and evacuation
on products basis and other relevant
information.

vii. Marketers shall ensure that PPPRA
and DPR attend to vessels before
commencement of discharge
operations.

xvii. PPPRA shall periodically review
these Procedures and Guidelines
in line with the policy initiatives of
Government in the sector.

viii. PPPRA shall assign cargo Inspectors
to witness Arrival and Discharge of
all petroleum products (PMS, AGO,
HHK, ATK, LPG, Base Oil etc).

ROLES OF THE PARTIES UNDER THE
APPROPRIATE PRICING FRAMEWORK
(APF)

ix. All Depots and Retail Outlets in the
country shall give unrestricted access
to PPPRA in the course of carrying
out its assignments.
x.

Marketers shall pay all statutory
charges (PPPRA Administrative
Charge, Bridging Fund, MTA, etc)
upon vessel arrival and certification
of PMS volume discharged, before
evacuation.

xi. PPPRA shall hold quarterly meetings
with Oil Marketing Companies to
ensure proper planning of products
supply and distribution.
xii. PPPRA shall monitor indicative
prices for all petroleum products in
the country in line with prevailing
market fundamentals.
xiii. PPPRA shall continue to work

The Petroleum Products Pricing
Regulatory Agency (PPPRA), as a
Regulator, shall fulfil the following
obligations in line with its mandate:
i.

Issue Quantity Notification (QN) to
Oil Marketing Companies.

ii.

Monitor petroleum products
supply during the quarter based on
LAYCAN programme forwarded by
OMCs.

iii. Maintain a reliable databank on the
Industry.
iv. Ensure a level playing ground for all
Operators.
v.

Collaborate with PEF (Management)
Board and other Stakeholders on
products movements, to ensure
efficient products supply and
distribution to every part of the
country.
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vi. Embark on wide publicity and
enlightenment programmes to
educate Stakeholders and the public
on the benefits of Government
policies in the Sector.

Petroleum Products Suppliers/Traders
shall:

i.

Full recovery of cost of production
for refinery or importation.

i.

ii.

Prompt response to the dynamics of
market fundamentals.

vii. Monitor petroleum market
fundamentals, Indicative Prices and
supply performance.

Be either local or international
companies duly registered in
Nigeria.

ii.

viii. Perform conciliatory and mediatory
roles among Stakeholders/Operators.

Register their intention with PPPRA
to supply petroleum products into
the Nigerian market.

iii. Disclose the sources of their supplies
to PPPRA for every shipment.

ix. Set regulations on holding of
strategic petroleum stocks and
ensure compliance.
x.

Review, from time to time, the APF
Guidelines in line with its statutory
mandate.

Department of Petroleum Resources
(DPR) shall:
i.
ii.

Issue import permits upon receipt
of PPPRA’s QN to Oil Marketing
Companies and Trading Companies.
Ensure compliance with products
specifications.

iii. Collaborate with PPPRA and PEF
(Management) Board on intelligence
monitoring to ensure compliance
with laid down rules and regulations
in the Downstream Sector.
Petroleum Equalization Fund
(Management) Board shall:
i.

Regularly provide PPPRA with data
on products distribution (local and
bridging).

ii.

Ensure that bridged products are
received and acknowledged at
invoiced destinations.

iii. Collaborate with PPPRA and DPR
on intelligence monitoring to ensure
compliance with laid down rules
and regulations in the Downstream
Sector.
Oil Marketing Companies (OMCs) shall:
i.

Supply and distribute petroleum
products nationwide.

ii.

Comply with rules and regulations
set by PPPRA, DPR and PEF
concerning products scheduling,
shipment to Jetties, products
transportation through vessels,
pipeline network/trucks/rail to
storage Depots and evacuation to
Retail Outlets.

iii. Submit on a daily basis, data on
products supply and distribution.
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iv. Submit to PPPRA on a quarterly
basis, the quantity of products
supplied into the country and
beneficiaries for planning purpose.
v.

Submit to PPPRA the Family Tree of
each mother vessel at the end of her
discharge.

PPPRA’s Independent Cargo Inspectors
shall perform the following:
i.

Carry out on-board marine
inspection of vessel on arrival and
after discharge.

ii.

Carry out Shore Tank inspection
before discharge.

iii. Carry out Fiscalization of shore
tanks and inspection after vessel’s
discharge.
iv. Carry out cargo quantity
reconciliation.
v.

Forward all reconciled data and
relevant documents to PPPRA.

vi. Carry out nationwide stock taking
exercise at the beginning of the year,
mid-year and end of the year.
vii. Endorse all relevant documents
submitted to PPPRA.
CARGO RECEPTION AND INSPECTION
PROCESS
i.

PPPRA shall appoint Independent
Cargo Inspectors to witness the
process of petroleum products vessel
arrival and discharge.

ii.

Upon the satisfactory verification
of pre-discharge documents by
PPPRA, Cargo Inspection Mandate
(Nomination) shall be released
to PPPRA Zonal Offices and the
Marketer immediately.

iii. The inspection process shall be
carried out in the presence of PPPRA
and DPR.
PPPRA PRICING TEMPLATE
Appropriate pricing of petroleum
products aims at achieving the following:

iii. Transparency and ease of
administration.
iv. Sustainable margins to all
stakeholders i.e. Depot and Jetty
owners, Retailers, Transporters and
Dealers).
v.

Fairness to the end users.

vi. Consistency with the nation’s
economic and social policies.
vii. Elimination of hoarding and
diversion of petroleum products.
viii. Competitive cross-border pricing of
products leading to elimination of
products smuggling.
GLOSSARY
i.

AGO: Automotive Gas Oil

ii.

APF: Appropriate Pricing
Framework

iii. ATK: Aviation Turbine Kerosene
iv. DPR: Department of Petroleum
Resources
v.

HHK: House Hold Kerosene

vi. LAYCAN: Lay days/Lay time
Cancelling
vii. MTA: Marine Transport Average
viii. NNPC: Nigerian National Petroleum
Corporation
ix. NOA: Notice of Arrival
x.

OMCs: Oil Marketing Companies
(including NNPC)

xi. PEF(M)B: Petroleum Equalisation
Fund (Management) Board
xii. PMS: Premium Motor Spirit
xiii. PPPRA: Petroleum Products Pricing
Regulatory Agency
xiv. QN: Quantity Notification
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STATUTORY
OBSTACLES
TO THE FULL
IMPLEMENTATION
OF DEREGULATION
BY BARISTA IKE ESEKA

I

n our last discussion, we looked at Alternative Disputes in the Post PIB Era and we highlighted how the Downstream Petroleum Regulatory Agency may likely operate in relation to the settlement of disputes that may arise
between Marketers on the one hand and Marketers and Consumers/Retailers on the other. In this edition, we
have a very interesting topic to treat.
Some of us may be surprised or amazed at the title. How can there be statutory obstacles to the full implementation of Deregulation? Hasn’t Automotive Gas Oil (Diesel) been fully deregulated? What about Aviation
Turbine Kerosene (ATK) or HPFO, LPFO etc.? Have these also been fully deregulated?
There is a practice among those in the Legal profession, and especially among the jurists. And in quite a lot of
situations, the Judges must guard themselves not to get personally involved in the matters they are handling and
thus treat same as the law dictates or provides. It is in this same situation though, not as a judge, but as a Legal
Practitioner, that one must equally exercise the restrain, not to get personal in this discussion, but to approach
same putting forward arguments based on statutory provisions and logical conclusions in the hope that it may
assist to prevent unnecessary litigations that may arise when the Federal Government eventually and fully deregulates the Downstream Sector.

Definition of “Deregulation”
i.
The reduction or elimination of government power in a particular industry usually enacted to create more competition
within the industry. (Source: Wikipedia)
ii.
Deregulation involves removing government legislation and laws in a particular market. Deregulation often refers to removing barriers to competition.

Definition of ‘Liberalisation’
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Definition of “Liberalization”
In general, liberalization (or liberalisation) refers to a relaxation of previous
government restrictions, usually in such
areas of social, political and economic
policy. In some contexts this process or
concept is often, but not always, referred
to as deregulation. (Source: Wikipedia)
Now, one may ask: What are these statutory obstacles to the implementation of full
deregulation?
1.

The Petroleum Act of 1969;

2.

The Petroleum Products (Uniform
Prices) Order of 1973;

3.

The Petroleum Equalisation Fund
(PEF) Management Board Decree of
1975 and amended in 1989;

4.

The Petroleum Amendment Decrees
of 1996 and 1998;

5.

The Land Use Act; and

6.

The Price Control Act.

The relevant sections of these Acts are reproduced below for ease of reference:

Section 2 of the Petroleum Equalisation
Fund (PEF) Management Board Decree
of 1975 states:
“The Fund shall be utilised for the reimbursement of oil marketing companies
for any loss sustained by them solely and
exclusively as a result of the sale by them
of petroleum products at uniform prices
throughout the country being prices fixed
by the Minister pursuant to section 6 (1)
of the Petroleum Act.”
Section 4(1) of the Price Control Act
states:
“Price Control shall continue to be imposed in accordance with this Act on any
goods which are of the kind specified in
the First Schedule to this Act.”

Section 4(2) of the same Act
states:
“The Board may by order add any goods
to the said First Schedule or delete any
goods there from.”

 The Petroleum Act of 1969

Section 5(1) states:
Section 1 states:
“The entire ownership and control of all
petroleum in, under or upon any lands
to which this section applies shall be vested in the State.”

Section 6 (1) states:
“The Minister may by order published
in the Federal Gazette fix the prices at
which petroleum products or any particular class or classes thereof may be
sold in Nigeria or in any particular part or
parts thereof ”

Subsection (2) also states:
“The Minister may by notice in writing
require any person appearing to him to
have or to be likely to have access to information which is relevant to the fixing
of any prices of the kind mentioned in
sub-section (1) of this section to supply
that information to the Minister, and any
person so required shall be legally bound
to use his best endeavours to supply the
information accordingly.”
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“The Board may by notice published in
the Federal Gazettea.

b.

Fix a basic price for any controlled commodity in accordance with subsection (2) of this
section; and

representing transport and other costs
plus the distributor’s profit which in the
opinion of the Board ought properly to
be added to the basic price in order to
represent a fair controlled price (wholesale or retail, as the case may be) in any
State.”
The First Schedule to the Price Control
Act lists the controlled price products as
follows:
i.

Bicycles and spare parts;

ii.

Flour;

iii. Matches;
iv. Milk;
v.

vi. Motor Vehicles and spare parts;
vii. Petroleum products (i.e. PMS, AGO,
ATK, HHK, LPG, HPFO, LPFO, Bitumen, Base oils, Plastics, Fertilizers,
etc. {emphasis mine})******
viii. Salt;
ix. Sugar.
The above Statutes constitute the obstacles
to full deregulation and liberalisation of
the Downstream sector. However, before
we go ahead, let us recall some historical
facts
1.

Prior to 1965, Crude oil was produced under a deregulated environment;

2.

The Federal Government became
more involved in the ownership of
petroleum resources and management of the refineries it established
and thus enacted the Decrees already
mentioned above.

3.

The creation of these decrees led to:

Fix the permitted variation for
the commodity in respect of any
State in accordance with subsection (3) of this section”

Section 5(2) states:
“The basic price is the price which in the
opinion of the Board properly representsa.

In the case of goods produced in
Nigeria, the cost of production
of the commodity plus the manufacturer’s profit; and

b.

In the case of imported goods,
the duty-paid landed cost in Nigeria plus the importer’s profit.

Section 5(3) states:
“The permitted variation, in relation to
any particular commodity, is the amount

Motorcycles and spare parts;

a.

The inadequate supply and distribution of petroleum products,

b.

Monopoly by the Nigerian National Petroleum Corporation
(NNPC),

c.

Inappropriate pricing,

d.

Under funding,

e.

Low capacity utilisation,

f.

Non competitiveness

g.

Loss of productive man-hours
due to endless queues at service
stations, etc

STATUTORY OBSTACLES TO THE FULL IMPLEMENTATION OF DEREGULATION
4.

However on 14th August, 2000, the
then Secretary to the Government
of the Federation, Mr. Ufot Ekaette
inaugurated the Special Committee
on the Review of Petroleum Products
Supply and Distribution (SCRPPSD).
The membership was drawn from
the various Stakeholders and Interest
groups to look into the problems of
the downstream sector;

5.

The SCRPPSD, after exhaustive consultations and deliberations, recommended the following:
a.

That the country should commence the deregulation and liberalization of the importation of
petroleum products;

b.

That the import parity system in
the pricing of petroleum products should be allowed in order
to encourage other players other
than the NNPC to import and
sell petroleum products;

c.

That the nation’s refineries
should be privatized;

d.

That a Regulatory Authority for
the pipelines, jetties and depots
should be established; and

e.

6.

That there should be the immediate setting up of the Petroleum
Products Pricing Regulatory
Agency (PPPRA).

The Federal Government set up a
23-member Petroleum Products
Pricing

7.

Regulatory Committee (PPPRC) on
22nd March 2001 as a forerunner to
the PPPRA;

8.

The PPPRA was established by the
Petroleum Products Pricing Regulatory Agency (PPPRA) Act No. 8 of
2003 as an autonomous Agency to
primarily determine the pricing policy of petroleum products and regulate supply and distribution with a
26-member Governing Board.

Now, one will recall that one of the
cardinal objectives of the PPPRA is the
complete liberalization and deregulation
of the downstream sector. Note that apart
from the short-lived deregulation which
commenced on 30th September, 2003,
and that of 1st January, 2012 which last-

ed for about 16 days. And, as mentioned
above, the statutes mentioned constitute
clogs in the wheel of the deregulation process and unless these clogs are removed,
deregulation and liberalization will continue to be a mirage.
In relation to the Price Control Act, see
Suit No. FHC/ABJ/CS/751/12 between
Barrister Abubakar D Sani V. The Honourable Minister of Petroleum Resources,
Price Control Board, Federal Republic of
Nigeria and the Petroleum Products Pricing Regulatory Agency.
Barrister Sani, in challenging the legality or otherwise to the short lived deregulation of 2012, relied on the provisions of
the Acts mentioned above, but in particular relied on the provisions of Section 6
(1) and (2) of the Price Control Act which
state as follows:

Section 6 (1)”
“It shall be unlawful for any person to
sell, agree to sell or offer to sell any or
employ any other person, whether or not
that person is of full age, to sell any c o n trolled commodity at a price which exceeds the controlled price.”

Section 6(2)
“If any person contravenes subsection (1)
of this Section in respect of any controlled
commodity_
a.

He shall be guilty of an offence and
shall:ii.

In the case of the retailer, be liable to a fine of not less than N200
and not more than N2000 or to
imprisonment for not less than
six months or to both such fine
and imprisonment; and

multiple suits that are likely to be initiated
in the courts were we to deregulate fully
without repealing these statutes? What
then should we do and how then should
we do it? Do we continue to fix prices or
allow the economy to run based on market forces?
One is personally of the opinion that
these sections of the Acts mentioned
above have outlived their usefulness as
their continued existence can only do
more harm than good. For over three
months, we have been held to ransom by
endless queues, strikes and so on. One
can also aver that the Price Control Act, as
it is, should be repealed because it exists
only on paper. Is milk or sugar or bicycle
spare parts sold at the same price all over
the country? No! Likewise the same thing
for petroleum products.
Similarly, it is necessary to note, and
more importantly too, that the 7th National Assembly declared emphatically that
subsidy of petroleum products would not
be phased out. If this stance is maintained
by the 8th National Assembly, then full
deregulation will only exist on paper or in
theory. In essence, the National Assembly
is needed to repeal the statutes mentioned
above and pass new ones in favour of deregulation. This may be achieved through
the art of effective lobbying and engaging
in discussions that are solution-driven.
In other words, the Petroleum Industry
Bill has to be passed because the bill itself
has made provisions for the repealing of
some of these statutes. Let’s keep our fingers crossed that the legislative arm would
do the needful.

iii. In the case of a manufacturer,
wholesaler or major distributor, be liable to a fine not less
than N1000 and not more than
N10,000 or to imprisonment for
not less than twelve months, or
to both such fine and imprisonment; and
b.

The stock of the controlled commodity shall be liable to forfeiture.

It is pertinent to note however, that the
judgement of the Court was not in favour
of Barrister Sani, but some of the points
and arguments raised were very germane.
The question thus arises: Are we ready for
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Petroleum Products Supply and
Evacuation Trend
BY OBINNA NJOKWU

72

PETROLEUM PRODUCTS SUPPLY AND EVACUATION TREND
(PMS)

NNPC has been largely responsible for imports in the 1st Quarter of 2017. In January, NNPC accounted for 59 % of the total imports, while in February,
it was responsible for 100% import

The year 2016 recorded a seamless and
hitch free supply trend with a total volume of 18.8 billion litres. An average daily
evacuation of 47.6 million litre/day from
various depots nationwide was evacuated to meet the huge consumers demand
needs in the country. December recorded
the highest evacuation for Premium Motor Spirit with a total volume of 55 million
litres. This increase occurred as a result of
the massive movement of people, goods
and services during the yuletide season.
This migration is usually recorded from

December all through to the end of January of the succeeding year.
In the same vein, the period witnessed
a smooth supply of products with a yearly supply average of 51 million litres/day.
February 2016, however, recorded the
lowest supply volume of 41 million litres,
this can be attributed to the difficulty experienced by Oil Marketers in accessing
foreign exchange for import.
The monthly average day’s sufficiency
was 26.57days in January 2016, this con-

sistently dropped in February, March and
April 2016 with the lowest monthly average of 14.85 days experienced in March
2016. Consequently, this drop accounted
for the shortage in supply for April and
the early parts of May. However, with the
introduction of the Appropriate Pricing
Framework (APF), normalcy was restored and the day’s sufficiency increased
significantly and hovered around 30 days
from May 2016 to December 2016 with
the highest monthly average of 35.57 days
achieved in November 2016 in lieu of the
yuletide celebration

FIRST QUARTER [Q1] 2107 PMS DAYS SUFFICIENCY TRENDS
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The period recorded an average sufficiency of 25 days within the 1st Quarter of the year. The supply trend has gradually begun to pick up in line with the
evacuation pattern of consumers
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PPPRA Governing Board Chairman, Alhaji Muhammad Lawan Buba

Federal Government Inaugurates
PPPRA Governing Board

T

he Federal Government
has inaugurated a new
Governing Board for
the Petroleum Products
Pricing Regulatory Agency
(PPPRA). The new Board, which
“At

its inauguration, the Honourable
Minister of State for Petroleum Resources,
Dr. Emmanuel Ibe Kachikwu, charged the
new Board to do all within its power to
ensure that PPPRA continues to excel as
the Commercial Regulator for the growth
and development of Nigeria’s Downstream
Oil and Gas sub-sector.”

74

is headed by Alhaji Muhammad
Buba, is coming years after the
dissolution of the Amadu Ali-led
Board.
At its inauguration, the
Honourable Minister of State
for Petroleum Resources, Dr.
Emmanuel Ibe Kachikwu,
charged the new Board to do all
within its power to ensure that
PPPRA continues to excel as
the Commercial Regulator for
the growth and development of
Nigeria’s Downstream Oil and Gas
sub-sector.
Alhaji Muhammad Lawan
Buba, who is the newly-appointed

Chairman, started his work
experience between 1975-1976
when he served as a History
Teacher at the Okirika Grammar
School, while observing his
Youth Service in Rivers State,
now Bayelsa and Rivers State. He
later worked as an Administrative
Officer with the Borno State
Government in 1976, before being
posted to Monguno District, first
as a District Officer and later as
Administrative Secretary in charge
of Monguno Local Government,
when the Local Government
was created during the Local
Government Reforms of 1976.

FEDERAL GOVERNMENT INAUGURATES PPPRA GOVERNING BOARD

As District Officer/
Administrative Secretary, he
was the Chief Security and
Administrative Officer in charge of
the Local Government, responsible
to the then Military Government
of Borno State for running
the affairs of Monguno Local
Government Area. Between 1977
and 1980, he served as Registrar,
Borno State School of Basic
Studies. It is on record that at the
same point, he was posted along
with a Principal to establish the
newly-created Borno State School
of Basic Studies. The School was
established to prepare students
from the State, for admission into
various universities in the country.
He continued his administrative
career in the intellectual
environment at the University of
Maiduguri with his appointment
as Deputy Registrar in charge
of Physical Development and
Council Matters in 1980 until he
was appointed as Commissioner
for Health and Member of the
Executive Council, Borno State in
1983.
At the end of his tenure as
Commissioner, he returned to the
University as Deputy Registrar,
University of Maiduguri, in charge
of Students’ Affairs, Physical
Development and Assistant
Secretary to the University Council
in 1984. He left the University of
Maiduguri after he attained the
substantive position of Registrar
and Secretary to the Council
between 1985-1990.

A cross section of
PPPRA Governing
Board Members

A cross section of
PPPRA Governing

Alhaji Buba’s desire for greater
challenge and heights saw him
assume the leadership of HYSON/
CALSON, a subsidiary of the
NNPC as the Executive Director
between 1990 and 1991. He
became the Managing Director,
HYSON/CALSON in April 1991Dec.1991, and in January 1992,
became the Managing Director,
PPMC.
He was subsequently the
Group General Manager (NNPC)
in charge of Downstream
Investments in September, 1994
and served in that capacity until
1996. He capped his public service
career as the Group Executive
Director in charge of Commercial
and Investment in NNPC and
a member of NNPC Board of
Directors between June 1998 and
1999. Retired but not tired, this
astute administrator established a
private company with interest in

oil and gas.
Alhaji Buba has served on many
Boards as Director (both public
and private). He is currently
serving as a member of Board of
Directors of Brass LNG, National
Economic Intelligence Committee,
as well as Nigerian Social and
Economic Research Council of
Nigeria.
In May 2016, Alhaji Lawan
Buba was appointed Chairman,
PPPRA Governing Board by
President Buhari. A widely
travelled man, Alhaji Muhammad
Buba is married and blessed with
children. The PPPRA Board,
it must be recalled, is made up
of critical stakeholders drawn
across the socio-economic divide
of the country. It consists of
representatives from government,
labour, manufacturers and oil and
gas players, among several others.

Board Members
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EVOLUTION OF DEREGULATION
POLICY IN THE NIGERIAN
DOWNSTREAM OIL SECTOR
BY DUPE ADEOSUN

F

ew discoveries in the
world have had as
interesting a history
as that of petroleum.
Undisturbed for millions
of years, crude oil simply formed
itself in the bowels of the earth.

No one knew of its existence,
so no one went looking for it.
Nevertheless, in the passing
millennia, the womb of the earth
became so full of oil that it began
to course its way through the earth
crust to the surface. Thus unsought

“Each time a new leader emerges, he dumps the previous
administrations reform agenda and jumps unto his own reform
wagon, desiring to have his name carved on stone after he must
have left office. That is the only reason why Nigeria has been so
long on the reform road without arriving at some dignified place
of rest.”
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and unexpected, crude oil entered
into human consciousness, seeping
out into surface waters and wells.
As knowledge of the existence
and use of oil continued to spread,
people began to switch over to it.
Several accounts alluded to the use
of natural gas in China and Japan
in the 7th century, at that time,
the black gold still constituted
much mystery to the Japanese
who called it ‘burning water’.
Soon, more people were getting to
know about the other derivatives
of petroleum and how to use them.
By the 8th century, for instance,

WE SHALL SUPPORT GOVERNMENT’S DEVELOPMENTAL EFFORTS

newly built Bagdad had its streets
paved with tar which was derived
from surrounding oilfields.
Similarly, the Romans found a way
to use oil as one of their arsenals
of war and for lighting. Cicero, the
Roman orator, was said to have
used a lamp that burned oil from
the surface deposits.
Perhaps the most curious aspect
of this early history of oil was the
attitude of the Americans to it. Not
only was North America slow in
showing interest in the black gold,
it was positively disinterested. It
is on record that as late as 1815;

oil was produced in the United
States as an undesirable by-product
from brine wells in Pennsylvania,
one of its early oil wells. Soon
the Americans disinterest in oil
soon turned into hyper-interest,
especially in what they saw as
its medicinal properties. As a
foreshadow of some of its future
uses, crude oil actually enjoyed a
brief reign in America as a cure
–all-medicine for human beings in
the 1840s.
It is impossible to talk of
modern civilization today without
thinking of the profound ways
in which oil has touched and
transformed our lives. In equally
profound ways, too, human beings
have touched and transformed oil
into a wide variety of very useful
components – petro-chemicals
and virtually every manufactured
products. The list is endless:
clothing, medicines, computer
components, toothbrushes, shoes,
plastic ware, grocery bags and
floor tiles. Others include alcohols,
detergents, synthetic rubber,
glycerin, fertilizers, Sulphur,
solvents, explosives, dyestuff,
food additives and supplements,
building materials, paints, the
generation of electricity and so on.
Obviously the journey of crude oil
in the psychology of man has been
hugely successful.

“The debate on deregulation goes
beyond economics and politics,
it touches the very heart of social
living. Naturally, people like to
have shields around them. After
all, Maslow’s theory shows that
security is man’s second most
important need. And the security
that individuals need is not only in
their personal safety but also in their
economic survival and prosperity.”

Following vast expansions in the
industrial economies, the demands
for oil rose phenomenally. Crude
oil became the driver of the
modern economy and world’s most
important and actively-traded
commodity. The more demand
rose, the more it fueled the
intensity of oil exploration across
the globe and the discovery of vast
deposits in the Middle East and
other parts of the world brought a
new balance to the world’s power
equation. As aptly observed by
Fuel Focus, there is a great deal
of concentration in the world oil
industry.
With this pattern of demand
and supply, it is obvious that oil
has become the barometer for
measuring world politics, as no
other international commodity
fuels the temper of the world like
it.
Price is a central issue in the
global oil trade. Oil has no fixed
price, so it could sell for as little
as US$9 or as much as US$70 per
barrel, as has once been the case
in our experience. It is the need,
or more correctly, a prediction
and evaluation of the need that
determines the price. And just
as the OECD countries work for
low prices, key stakeholders such
as Organization of Petroleum
Exporting Countries (OPEC) work
for maximum yield, often cutting
their quotas to keep prices up.
Independent Nigeria was born
on 1 October 1960 amid the
blare of trumpets and cymbals
all around the world. The new
State, composed of many nations
appeared somewhat overweight
in relation to the emergent new
sates in Africa. Nigeria stepped
forward in 1960 on this shaky
foundation to fulfil its destiny.
The British government decided
in 1937 to grant the whole of
Nigeria land area to Shell D’Arcy
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Petroleum (now Shell Petroleum
Development Company) and
British Petroleum as an oil
concession. They sojourned for
many years in search of oil until
they finally struck black gold on
June 10, 1956. Shell struck the
black gold at Oloibiri, a sleepy
village in the present Bayelsa State.
Thus Oloibiri entered the world
map and the archives as Nigeria’s
golden goose. Shell positioned
itself on the rigs for the next two
years and the barrels of crude oil
began to roll out in 1958 at the

“Liberalization of the Nigerian
economy started in August 1986
when the government of General
Ibrahim Babangida introduced
SAP. With that policy, Nigeria
embraced the market and began the
privatization and commercialization
of public enterprises.”
rate of 5100 barrels per day. After
1960, exploration rights in onshore
and offshore areas adjoining the
Niger Delta were extended to
other foreign companies which
equally struck oil in commercial
quantities. They all succeeded to
the extent that by the late sixties
and early seventies, Nigeria had
attained a production level of over
2 million barrels of crude oil a day.
Thus, Nigeria whose reputation
had been built largely on the
export of a range of agricultural
produce, as primary products on
which it could not be called rich
suddenly became awash with
money and limitless potentials for
economic growth.
1971 was a critical year for the
Nigerian oil industry for that was
the year it took two key steps to
secure its fortunes in the industry.
Following the UN General
Resolution 1803 (passed in 1962)
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which affirmed the permanent
sovereign rights of a host country
over its natural resources, Nigeria
formally joined the OPEC, which
stands for the fulfillment of these
UN resolutions in all member
countries.
OPEC was formed as a
permanent intergovernmental
organization at the Baghdad
Conference of 10-14 September
1960 by Iran, Iraq, Kuwait, Saud
Arabia and Venezuela. Qatar
(1961), Indonesia (1962), Socialist
People’s Libyan Arab Jamahiriya
(1962) United Arab Emirates
(1967), Algeria (1969) and Nigeria
(1971) later joined these five
founding members. Ecuador
(1973-92) and Gabon (1975-94),
the last to join were also the first
to leave. With their exit, no other
member was admitted until early
2007 when Angola, the second
biggest exporter in Africa, was
officially accepted.
OPEC has brought great
influence to bear on the
international oil market. Its
members own about 70% of
proven oil reserves and produce
oil reserves and produce about
41% of world daily output of crude
oil. Nigeria’s profile in OPEC and
world oil market has remained
consistently high, culminating in
its Petroleum Ministers or Adviser
presiding over the Organization’s
affairs on several occasions.
Nigerian Ministers of Petroleum
have always won seats as President
of OPEC.
Nigeria’s profile rose in the
comity of nations because of
its vast deposits of oil. Oil gave
Nigeria voice and added a timbre
to it. And as its oil earnings
increased tremendously from the
1970s, it became a nation to be
courted and appeased by both
the developed and developing
nations alike. During this period

also, Nigerians took pride in being
citizens of a wealthy nation, a
direct consequence of this was
that the people began an exodus
from the rural areas to the urban,
a migration from the agricultural
sector to the urban economy where
the oil money was supposed to
be going round. So it became that
Nigeria gave its agricultural leg to
gangrene.
Finally, the strain of standing for
so long on one economic leg- the
oil leg began to tell on Nigeria, as
it began to suffer serious economic
reversals as from the 1980s. These
reversals were in terms of dearth
of oil fields, production cutback,
or lack of buyers for its oil. Rather,
they were brought about by glut
and attendant reduction in oil
prices, at the expense of producing
Third World Nations, especially
Nigeria which did not learn the
simple lesson of watching its
back. The result was declining
revenue, which could not cater for
the rising expenditure and debt
profile. In truth, the hint of the
harsh economic weather Nigeria
ran into within two decades of
its independence had been there
from the very beginning, but
conveniently ignored.
Since the nation saw oil as a
vital resource in great demand
and yielding high profit, it smelled
wealth- not danger- in the air.
Coupled with this was Nigeria’s
flair for conspicuous consumption,
a notorious taste for foreign goods,
which damaged the tendrils of
local industries and ran the nations
reserves into the red.
As the Nation groaned under
harsh economic conditions, it
came under international pressures
to implement economic reforms.
Hence, in the 51 year history of
Nigeria it has undergone at least
30 years of one structural reform
or the other. Each time a new
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leader emerges, he dumps previous
administrations reform agenda
and jumps unto his own reform
wagon, desiring to have his name
carved on stone after he must have
left office. That is the only reason
why Nigeria has been so long on
the reform road without arriving at
some dignified place of rest.
Many administrations come and
go but the two regimes of General
Olusegun Obasanjo have executed
the most far-reaching policies
in the oil sector it would be
appreciated why his regimes have
an edge over the others.
In truth, different regions of the
world were undergoing one form
of reform or another. For instance,
as Africa was groaning under SAP,
the East African economies led
by Malaysia were celebrating the
remarkable success of their own
reform- the export growth of their
economies.
The trends in economic
reforms globally have taken the
form of outsourcing, mergers
and acquisitions, privatization
and commercialization, and
deregulation and liberalization.
These reform processes have
finally taken a firm hold on
the world. Of all these policies,
however, none is as controversial
as deregulation and liberalization.
The debate on deregulation goes
beyond economics and politics,
it touches the very heart of social
living. Naturally, people like to
have shields around them. After
all, Maslow’s theory shows that
security is man’s second most
important need. And the security
that individuals need is not only
in their personal safety but also
in their economic survival and
prosperity.
Deregulation gained momentum
in the 1970s, influenced by
research at the University of
Chicago, the theories of Ludwig

von Mises, Friedrich von Hayek
and Milton Friedman, among
others, but more importantly
by that of Alfred E. Kahn. It is
defined as the opening up of an
economic sector to private sector
participation and investment
capital inflow. Therefore,
deregulation removes the artificial
restrictions and barriers to the
participation of interested players
and the subjection of operations in
the industry to market principles.
To deregulate is to free from
regulations or control.
Liberalization of the Nigerian
economy started in August
1986 when the government of
General Ibrahim Babangida
introduced SAP. With that policy,
Nigeria embraced the market
and began the privatization and
commercialization of public
enterprises. This stage could
rightly be called the first phase of
market reform in Nigeria. A few
more military rulers seized power
before civil rule was re-established
with Chief Olusegun Obasanjo
returning to power to restore what
many years of military rule had
destroyed. The second phase of
free market economy began in
2000 when its structure began to
be firmly laid. The government
continued with the laying of a
firm reform foundation which
began full-steam in 2003, during
the second term of president
Obasanjo’s regime. The President
invigorated his government with
the injection of young, dynamic
professionals into governance.
The national economy was given
comprehensive re-appraisal and
sound economic frameworks were
put in place to implement it. The
government, which started to
withdraw subsidy from oil from
the first term, finally came to the
irrevocable decision to deregulate
the oil sector fully. It was a difficult

decision that left government with
very few friends. There was tension
in the land as labour and civil
society bitterly opposed the idea.
Government began a long
and tortuous process of public
education and enlightenment to
make the idea succeed. For the
first time in Nigeria’s history, the
planning process dug to the roots
of Nigeria’s economic problem.
Institutional, financial, policy
and macro-economic support
strategies were formulated to heal
the economy. At last, the economy
began to show signs of recovery,
prompting the international
community to show more
commitment to the government’s
effort.
Curiously, the deregulation
of the oil sector, which most
Nigerians detest, is one of the
key reforms that have received
international support. Nigeria has
been implementing the reform
programme with zeal, the social
and economic indices around show
that much confidence has come
to be placed in the management
of the economy, particularly the
implementation of the reform.
Culled from A Story of
Deregulation of the Nigerian
Downstream Sector (2007) by
Rasheed Gbadamosi, et al
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WORDS ON MARBLE
BY CHRISTOPHER ABANIKANDA
guarantee adequate returns on their
investments, investors would not invest
in new refineries because the Federal
Government still regulates the prices of
many products, including petrol, a fiscal
regime that is considered risky to long
term investments in the sector. …”
“We shed tears of sadness because
we did not rise swiftly to defeat the
forces that stood ever so strongly
against the passage of the Petroleum
Industry Bill, (PIB), we lament that our
electronic voting system project could
not be brought to fruition. I am confident
however that with amendment of the
relevant House Rules, the successor
Assembly would move swiftly to
conclude the half done issues...”
Former Speaker of the House of
Representatives, Honourable Aminu
Tambuwal on why the Reps failed to pass
PIB.

“If the government continues to fund
the businesses of fuel marketers
through subsidy and interest payments,
the lingering fuel crisis in the country
would continue to the detriment of the
economy…”
Comrade Igwe Achese, President Nigeria
Union of Petroleum and Natural Gas
Workers, (NUPENG)

Chairman of International Energy
Services Limited, Dr. Diran Fawibe.

Renowned economist, Professor Pat
Utomi speaking against the backdrop of
persistent fuel scarcity in the country.

“Are we happy that we are importing
almost all our petroleum products?
The answer is outright NO. That is
not where we desire to be. We are
concerned as other Nigerians. But the
reality is that most of our refineries are in
dilapidated state and in the short term,
we must import. Are we providing the
environment? We are making effort, but
we have not provided the environment
yet. In terms of power right. In terms of
regulation, we are still grappling with
the Petroleum Industry Bill. In terms of
funding, most Nigerian Banks do not like
to invest in long-term projects...”
Former Chairman, House of
Representatives Committee on Petroleum
(Downstream). Hon Dakuku Peterside.

“Unfortunately gas production in the
region we operate is not associated with
gas but associated with crude oil we
produce, so by the time we shut in the
oil well, we also shut in most of the gas,
that is why we now see the level of gas
supply shortage for power generation...”
Mr. Yusuf Matashi, Managing Director
Nigerian Petroleum Development
Company (NPDC) in a presentation to
the House Committee on Local Content.

“The nation’s environment has not
been made attractive to investors
as local and foreign investors can
only invest in environments that can
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“So, it is clear that this so-called subsidy
is against the Nigerian people by people
who are profiting from it. I think there is
no question now that the only thing that
makes sense is to remove this so- called
subsidy because it is a scam. This will
encourage more players to enter into the
industry, such players should be given
incentives which will force down the
prices”

I would say that he (the President or
Minister) can take the document by
the Special Committee on the Review
of Petroleum Products Supply and
Distribution and review all over again.
This is because we have not done
anything significantly different from the
issues discussed and well analysed
in the document. The fallout should,
therefore, form the basis of a working
document. We’ve been talking about
subsidy removal for a long time. So, what
has really changed? If we don’t muster
the will to address it now, we shall still
come back in ten year’s time to say the
same thing we are repeating in 2016,
because no one has had the courage
to tackle the subsidy issue. It has to be
done now, in order to enable money to be
ploughed into more useful ventures that
will benefit the generality of the citizenry.
Dr. Wole Oluleye, Pioneer Executive
Secretary of PPPRA, speaking on the
oil and gas downstream sector of the
economy and why Buhari must remove
fuel subsidy.
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“We must make the communities hubs
of refining and related activities. The
Ministry of Petroleum in collaboration
with oil companies is working on a
40-point agenda and new initiatives for
the Niger Delta. The Federal Government
would henceforth work closely with
those into illegal oil bunkering business
and incorporate them into the proposed
modular refineries to be established. In
particular, one of those initiatives is that
those working in illegal refineries in oilbearing communities will participate in
modular refineries”
Vice-President, Prof Yemi Osinbajo during
a state visit to Yenagoa, Bayelsa State.

“Even if all the refineries in Nigeria are
refining to full capacity, there will still be
fuel shortage because demand is so
high. So government will always import,
unless there are modular refineries
owned by individuals, then fuel would be
surplus. We call for total decentralization
of refineries with the collaboration of the
private sector for guaranteed petroleum
accessibility’’
Alhaji Danladi Pasali, National Secretary,
Independent Petroleum Marketers
Association of Nigeria (IPMAN), The
GUARDIAN, 20th January 2017

“The gas revolution agenda seeks to
introduce a significant boom in the oil
and gas industry. The projected increase
would be achieved by the establishment
of the following facilities; a scale
petrochemical plant, two fertilizer plants,
five fertilizer blending plants, a methanol
plant and a Liquefied Petroleum Gas
(LPG) distribution plant.”
From an articles in a Newsletter,
published by BLACKFRIARS LTD.
With the title: Nigeria Plans to Increase
Participation in the Global Gas Industry

“Nigeria, with one-third of Africa’s proven
gas reserves (187 trillion cubic feet), is
a long way from a gas-drive industrial
transformation. Improvement of the sector,
through reform, has been spurred by
the present administration’s aspiration
to accelerate GDP growth to 10 percent.
Nigeria’s ‘Gas Revolution’ is expected to
turn the country into a regional hub…”
Business day Editorial on Gas Revolution

“I believe there is a future for gas in
Nigeria. As for Frontier Oil, we have been
in forefront to develop gas for domestic
use and we also want to develop Oil
as well. As an Integrated Oil and Gas
company, we believe in doing the work
professionally with integrity because that
is the only way to truly grow in the gas
field in Nigeria.”
Dada Thomas, the founder and Chief
Executive Officer of Frontier Oil Limited,
operator of Uquo Marginal Field, the first
marginal gas field in Nigeria.

“Total deregulation of the downstream
sector should be end-goal that can
be achieved within the life of this
administration. It is that state where
anyone who is interested can import fuel,
can sell at prices determined by market
forces and can collect the full value from
consumers not from Government...”
Waziri Adio, Executive Secretary of NEITI
in column titled Benefits and Risks of
Fuel Price Modulation

verge of operating a filling station takes
another 18 percent, the output of those
is already taking you to roughly about 90
percent. The transportation is less than 10
percent,, we probably can do better, the
template is an insignificant 1or 2 percent
but that’s not where the problem is, the
problem is with foreign exchange rate.
Dr. Ibe Kachikwu, Hon. Minister of State
for Petroleum Resources at a public
hearing on the review of petroleum
pricing template for PMS organised by
the House of Representatives.

Biofuels provide a new economic
opportunity to enhance the economic
growth of Nigeria in Agriculture,
Manufacturing and Energy Sectors,
hence the GDP. The Biofuels policy is
designed to diversify access to energy;
create job opportunities; act as sources
of revenues and mitigating greenhouse
gases emissions by linking agriculture
with petroleum industry…”
Engr. Hussaini Solomon, the Managing
Director of Biodiesel Nigeria Limited
during a sensitization workshop
of Biofuel Development in Nigeria
organized by PPPRA.

“Biofuel production could be a
catalyst for the commercialization and
industrialization of Nigeria’s current
subsistence agricultural and agro
allied industry. Biofuel, will provide an
opportunity for Nigeria to enter the
growing global biofuel export market and
improve its balance of trade with other
countries.”
Dr. Mohammed M. Ibrahim while
speaking recently at a sensitization
workshop on Biofuel organized by
PPPRA.

There was no padding in the petroleum
pricing template for PMS, currently sold
at 145 per litre, 71 percent of the cost is
for the production and freight, 18 percent
balance is covered by depot charges
and retailers margins. In other words, the
storage tanks, the amount you get by
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