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Abstract 

The paper considers the concept of governance and gives a short history of the reform process 

and the several efforts at a review of Nigeria’s Petroleum Act 1969 since the turn of the century, 

leading finally to the passage of the Petroleum Industry Act (PIA) in 2021. The paper does not 

attempt to give a comprehensive overview of the PIA; rather it assesses the PIA from a 

governance perspective. The paper gives a bird’s-eye view of the PIA, highlighting issues that 

impact on governance, and then proceeds to assess the extent to which the PIA can be said to 

align with internationally acceptable standards of good governance. It expresses concern with 

governance under the PIA, in recognition of the vital role it plays in creating a level playing field 

that. The paper suggests that time has been lost and that it is necessary that the PIA is 

implemented for Nigerians to finally derive maximum benefits from their oil and gas natural 

resources.  
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Introduction 

The long-awaited Petroleum Industry Act (PIA) was passed by the Nigerian National Assembly 

in July 2021 and assented into law by the President of the Federal Republic of Nigeria on August 

16th, 2021. This was an epochal event marking the end of over twenty years of planning, drafting 

and preparation for a Bill that would be the structural foundation for the emergence of an 

enhanced Nigerian petroleum industry that would truly cater for the needs of the nation and its 

citizens. For industry watchers and spectators, the passage of the PIA is a great relief, 

particularly considering that for years Nigeria has remained as a mono-economy, dependent on 

crude oil for the bulk of its earnings, and an international poster child of the Resource Curse.1 

With the enactment of the PIA, there is the chance of redemption and reversal.  

The PIA is an omnibus law, covering the entire gamut of the industry- creating institutions, 

providing the operational and managerial frameworks, and comprehensively dealing with the 

fiscal provisions of the entire industry. Clearly there is so much to dissect and analyse about the 

Act. This paper does not attempt to give a comprehensive overview of the PIA; that is not its 

                                                             

* Professor, Nigerian Institute of Advanced Legal Studies; 2021 Harvard Advanced Leadership Initiative Fellow. 
1 The Resource Curse, also known as the paradox of plenty, refers to the failure of resource- rich countries to benefit 

from their rich resources. Basically, it arises in respect to mineral or natural resources that give very high rates of 

return and high windfall profits, leading to the crowding out of other traditional export sectors, eventually negatively 

impacting upon or even destroying productive activities. As impacted countries are invariably developing countries 

with weak systems and structures, the phenomenon is not solely because of the existence of a new extremely 

profitable industry, but the inability of the country’s systems to deal with and regulate it. See Paul Stevens; Jeffry D. 

Sachs, Andrew M. Warner, ‘The Curse of Natural Resources’ (2001) 45 European Economic Review 827, available 
at <www.earth.columbia.edu; The Resource Curse: the Political and Economic Challenges of Natural Resource 

Wealth, Natural Resource Governance Institute, NRGI Reader March 2015, 

https://resourcegovernance.org/sites/default/files/nrgi_Resource-Curse.pdf. See also Yinka Omorogbe, “Alternative 

Regulation and Governance Reform in Resource Rich Developing Countries of Africa,” in Barry Barton, Lila K. 

Barrera Hernandez, Alastair Lucas, Anita Ronne, Regulating Energy and Natural Resources, Oxford University 

Press 2006 39, particularly 44-46.   

http://www.earth.columbia.edu/
https://resourcegovernance.org/sites/default/files/nrgi_Resource-Curse.pdf
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purpose. Rather, the paper assesses the PIA from a governance perspective, bearing in mind that 

governance was at the heart of the reform process that birthed it. As the paper will show, issues 

of governance lie at the heart of the controversies surrounding the PIA, and the primary reasons 

why it took so long to be enacted. 

The paper briefly considers the concept of governance and goes on to give a short history of the 

reform process and the journey to the passage of the PIA. It then gives a bird’s-eye view of the 

Act, primarily highlighting issues that impact on governance, after which it assesses the extent to 

which the PIA can be said to align with internationally acceptable standards of good governance 

and is particularly concerned with governance under the PIA, in recognition of the vital role it 

plays in creating a level playing field that.  

 

Governance and Why It Matters 

Governance is a term that is often used. It is quite distinct from ‘government’ and simply 

speaking, is used to refer to the art of governing, or to the system by which a sector or an entity 

is directed or controlled. It is not a new concept and its etymology dates back centuries.2 Whilst 

there are many definitions, that of the World Bank3  provides a broad-based consensus of its 

meaning, within the context of governance in a sovereign state. The World Bank, which has been 

concerned with good governance for over three decades,4 defines governance as the way power 

is exercised in the management of a country’s economic and social resources for development.5 

Within the term there are various principles, depending on the context within which it is used.6 

The notion of what constitutes good governance is often measured by its desired outcomes, 

which include stability, certainty and predictability. Good governance is seen as critical to 

development. According to the UN System Task Team on the Post-2015 UN Development 

Agenda7: 

Much discussion about the definition of good governance has centred on what makes 

institutions and rules more effective and efficient, in order to achieve equity, 

transparency, participation, responsiveness, accountability, and the rule of law. These 

aspects are crucial for human development and the eradication of poverty since 

ineffective institutions usually result in the greatest harm to those who are poor and 

vulnerable.  

                                                             
2 Daniel Kaufman, Aart Kraay, Governance Indicators: Where are We and Where Should We Be Going? World 

Bank, http://info.worldbank.org/governance/wgi/pdf/wps4370.pdf at page 5. 

Early discussions go back to at least 400 B.C. to the Arthashastra, a fascinating treatise on governance attributed to 

Kautilya, thought to be the chief minister to the King of India. In it, Kautilya presented key pillars of the ‘art of 

governance’, emphasizing justice, ethics, and anti-autocratic tendencies. He further detailed the duty of the king to 

protect the wealth of the State and its subjects; to enhance, maintain and also safeguard such wealth, as well as the 

interests of the subjects.  
3 The International Bank for Reconstruction an Development (IBRD). 
4 Ibid. See table on page 7. 
5 Ibid at page 6. 
6  For instance, the Council of Europe speaks of twelve principles of good governance in relation to democratic 
governance. See 12 Principles of Good Governance, https://www.coe.int/en/web/good-governance/12-principles. 

These are 1. Participation, Representation, Fair Conduct of Elections 2. Responsiveness 3. Efficiency and 

Effectiveness 4. Openness and Transparency 5. Rule of Law 6. Ethical Conduct 7. Competence and Capacity 8. 

Innovation and Openness to Change 9. Sustainability and Long-term Orientation 10. Sound Financial Management 

11. Human Rights, Cultural Diversity and Social Cohesion 12. Accountability. 
7 https://www.un.org/millenniumgoals/pdf/Think%20Pieces/7_governance.pdf.  

http://info.worldbank.org/governance/wgi/pdf/wps4370.pdf
https://www.coe.int/en/web/good-governance/12-principles
https://www.un.org/millenniumgoals/pdf/Think%20Pieces/7_governance.pdf
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Outside international circles, the most used term is probably corporate governance, which refers 

to the system by which the corporate sector, or a company, is controlled or operated. Corporate 

governance is classified as good when it advances the objectives of the company in such a way 

that stakeholder interests are considered and positively harnessed. Good governance means 

that processes and institutions produce results that meet the needs of society while making the 

best use of resources at their disposal.8  

Governance is not an event; it is a process achieved through the design of structures and systems 

that promote the achievements of stated objectives in an open manner, in accordance with laid 

down rules and processes, thereby strengthening the system within which it is operating and 

ensuring that activities align with the rule of law, and not the whims and caprices of any 

individual, no matter how highly placed. The successful implementation of a good governance 

strategy requires a systematic approach that incorporates strategic planning, risk management 

and performance management, all of which must be undergirded by sound and clear legal 

structures.  

Good governance is now globally recognised as being an important prerequisite for lasting 

development9. Governance issues are vital for the creation of an investment climate that 

guarantees investor confidence while ensuring that the needs of all stakeholders, including 

producing communities and citizens of Nigeria, are met. 

The Rationale for Reform 

The fundamental problems of the petroleum industry in Nigeria are rooted in governance, and 

the aim of the reform was to correct the anomalies promoting bad governance. As stated by Dr 

Emmanuel Egbogah in the following rather long quote:10 

'In the opening months of the new century, it became obvious that the legal and 

governance structures that had been designed since the 1970s cannot adequately cater for 

the requirements of a contemporary Nigerian Oil and Gas industry. For example, though 

amended in many instances along the way, the Petroleum Act (1969) remains a forty-

year-old document that was designed for the industry at its infancy. Similarly, the NNPC 

Act (1977) despite the various amendments is an outdated piece of legislation that is out 

of tune with contemporary global business realities. In addition, the laws are contained in 

several pieces of legislation. This is coupled with the fact that the numerous amendments, 

policy statements and regulations are dispersed in several documents and are often 

difficult to locate.  

The above also applies to virtually all the institutions of the industry. The Ministry of 

Petroleum remains essentially a civil service outfit that is ill-equipped to conceive and 

formulate the required policies for such a complex and sophisticated industry. The 

regulatory body, the Department of Petroleum Resources (DPR) is, by and large, 

similarly constrained being a body tucked away within the Ministry. The most 

                                                             
 8 See ‘What is good governance?’,  https://www.unescap.org/sites/default/files/good-governance.pdf.  
9 Vivien Collingwood (ed), “Good Governance and the World Bank, https://www.ucl.ac.uk/dpu-

projects/drivers_urb_change/urb_economy/pdf_glob_SAP/BWP_Governance_World%20Bank.pdf.  
10 Dr Emmanuel Egbogah was the Vice- Chairman OGIC, and Presidential Adviser on Petroleum and Energy 

Matters at the time. Quoted in Yinka Omorogbe, Energy Policy and the Petroleum Industry Bill: A Comparative 

Study of the Energy Policy, the Oil and Gas Policy and the Petroleum Industry Bill 2012, OSIWA 

https://www.unescap.org/sites/default/files/good-governance.pdf
https://www.ucl.ac.uk/dpu-projects/drivers_urb_change/urb_economy/pdf_glob_SAP/BWP_Governance_World%20Bank.pdf
https://www.ucl.ac.uk/dpu-projects/drivers_urb_change/urb_economy/pdf_glob_SAP/BWP_Governance_World%20Bank.pdf
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problematic, however, remains the National Oil Company, the Nigerian National 

Petroleum Corporation (NNPC). It is simply a typical State institution that operates as a 

huge amorphous cost centre with little or no sensitivity to the bottom-line.'  

The situation described above had its roots in the various evolutions of the industry from its 

inception. The initial concept in the sixties was to create a structure where the national oil 

company would be the sole institution of the Nigerian petroleum industry, in line with the 

growing realization of how foundationally important these companies were for the creation of 

strong petroleum industries that would be able to withstand the pressures of the dominant 

international oil companies.11 These companies were to be vehicles for the participation of the 

host states in their respective petroleum industries. Nigeria joined OPEC in 1971 and established 

the Nigerian National Oil Company that same year as a parastatal of the Ministry of Mines and 

Power. Understandably there were problems centering around authority and control. The NNOC 

chief executive post was never filled, and ministry officials remained in control, stifling the 

company, and making it unable to function as intended. The antidote to this was the formation of 

the Nigerian National Petroleum Corporation as a merger of the departments of the ministry 

dealing with petroleum, and the NNOC.  

The Act establishing NNPC provided for the creation of the Petroleum Inspectorate as an integral 

part of NNPC, with powers as the regulator of the industry, coexisting as a Department of 

NNPC. Therefore, NNPC was, from the onset, created as a national oil company with complete 

oversight over the entire Nigerian petroleum industry, and with full policy, regulatory and 

commercial roles concentrated in it. Whilst this decision was premised on efficiency at the time, 

over the years, the concentration of powers in NNPC became a major factor stunting the growth 

of the Nigerian petroleum industry, and therefore a clear mandate of the two reform committees 

was to separate the commercial, policy and regulatory roles of the industry into separate entities. 

History has made it clear that this concentration of powers has been to the detriment of the 

nation. Furthermore, international best practice in good governance clearly favours separation of 

powers, and the need for accountability in the natural resource sector.  

It was recognized that any reorganizations or actions that did not include a separation of powers 

would be a mirage with illusory gains. 

The dysfunctionality of the petroleum industry can be said to have been first highlighted in the 

early 1980s, following the alleged disappearance of N2.8 billion naira from NNPC, as a result of 

which a Commission of Enquiry was set up under a Supreme Court judge, Justice Ayo Irikefe. It 

was found, inter alia, that there were serious governance problems bedevilling NNPC and 

causing the said dysfunctionality. This led to a first reorganization, with the re-creation of a 

Ministry, known as Petroleum and Energy; and of some subsidiaries that were supposed to be 

independent and self-accounting. The law remained unchanged and therefore this meant that the 

legal powers of NNPC over the entire industry remained unchanged as well, notwithstanding the 

existence of a Ministry headed by a minister. In a bid to counter this administratively, the 

Petroleum Inspectorate was renamed the Department of Petroleum Resources and moved into the 

Ministry as a department. This move meant that it was a regulatory institution without the legal 

powers that are necessary for effective regulation, as there was no corresponding legislative 

amendment. NNPC now went through different administrative reorganisations without any 

corresponding legal changes. First it was internally restructured with six new divisions, four of 

                                                             
11 For greater detail see Yinka Omorogbe, “The Legal Framework for the Production of Petroleum in Nigeria”, 

(1987) 5 Journal of Energy and Natural Resources Law, vol. 5, no. 4, 1987, 273-291, ESPEC. 275-276- 
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which would metamorphose into Directorates headed by Executive Directors. This 

reorganization led to the emergence of the first Group Managing Director of NNPC, Aret 

Adams. Faced with constant jurisdictional problems between the Ministry and NNPC, the 

primacy of the Ministry as having overall responsibility for the supervision of Nigeria’s entire 

petroleum industry, with the first responsibility being ‘the overall supervision of the Nigerian 

petroleum industry, was gazetted. As there were no amendments to the NNPC Act, the result was 

that both the Ministry and NNPC now had extensive powers over the industry, and that the 

position of DPR was now worsened because of the regulatory powers given to the Ministry. In 

the mid-1990s, there was another reorganisation, which was totally internal, but which led to the 

emergence of six directorates. This structure continued into the twenty first century, with various 

restructurings under the successive Group Managing Directors, all focused on internal 

management and structural issues, with NNPC still retaining its policy, commercial and 

regulatory roles. This was what legal reform sought to change. 

The Winding Story of The Petroleum Industry Bill 

The government of President Olusegun Obasanjo commenced the process of petroleum industry 

reform in 2000, when it set up the Oil and Gas Sector Reform Implementation Committee 

(OGIC) to superintend needed petroleum industry reforms in Nigeria, under the auspices of the 

National Council of Privatisation and its secretariat, the Bureau of Public Enterprise, OGIC 

worked for several years and came up with the Nigerian Oil and Gas Policy. It also commenced 

the process of drafting a law to give effect to the new Oil and Gas Policy. This law was the 

Petroleum Industry Bill. OGIC was first chaired by Dr Rilwanu Lukman, then Special Adviser to 

the President on Petroleum; and later by Dr Edmund Daukoru, who took over as Special Adviser 

and later became Minister of Petroleum during the final days of that administration. The tenure 

of President Obasanjo ended without the adoption of the completed Oil and Gas Policy, and with 

a rudimentary draft of the Petroleum Industry Bill that only created institutions, without creating 

structures for the upstream, downstream, and fiscal areas of the industry.  

In 2007, OGIC was reconstituted under President Umaru Musa Yar’Adua, and Dr Rilwanu 

Lukman was appointed as Honorary Strategic Adviser to the President on Energy, and as 

Chairman. The second OGIC was given the mandate to actualise the reform. The Federal 

Executive Council adopted the National Oil and Gas Policy, which was the outcome of the first 

OGIC Committee, and OGIC completed the Petroleum Industry Bill, which was drafted as an 

all-encompassing Bill to regulate major aspects of the Nigerian petroleum Industry, which was 

submitted to the National Assembly as an Executive Bill.12 The PIB was not passed for reasons 

which have previously been articulated by this writer in other fora. One primary problem which 

succeeded in greatly muddying the waters was the fact that there were a plethora of documents 

circulating as the Petroleum Industry Bill. Notwithstanding the fact that a Bill is a document of 

the National Assembly, the primary document that was nationally discussed as the PIB was a 

draft emanating from another source to the extent that towards the end of the legislative cycle, a 

consultant and primary draftsman for the documents circulating made a public appeal that his 

draft- the Inter Agency Draft- should be preferred to the actual Bill. This was clearly possible 

only because of a disregard of the rule of law. These activities were a primary reason that the Bill 

wasn’t passed before the end of the Sixth National Assembly.  

                                                             
12 Y. Omorogbe, Energy Policy and the Petroleum Industry Bill: A Comparative Study of the Energy Policy, the Oil 
and Gas Policy and the Petroleum Industry Bill 2012, . 
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In 2011, a new dispensation came on board headed by President Goodluck Jonathan. A 

Technical Committee headed by Osten Olorunshola13 was named to assist the established Special 

Task Force headed by Senator Udo Udoma, which was to help with ensuring speedy passage 

through the NASS. The Olorunshola committee was given the actual task of coming up with a 

new draft, which it did. Incidentally, that draft was also the subject of deliberations of some of 

the other committees established by the Minister, including the Task Force on Good Governance. 

However, the Minister submitted a totally different draft to the President for onward submission 

to the National Assembly, as the Petroleum Industry Bill 2012.  

In 2015 the process re-commenced under President Muhammadu Buhari, and this time the Bill 

was separated into four separate documents by a drafting team spearheaded by the Senate 

President. These were the Petroleum Industry Governance Bill; the Fiscal Regime Bill; the 

Upstream and Midstream Administration Bill, and the Petroleum Host Communities Bill.14 The 

Petroleum Industry Governance Bill (PIGB) was prioritized because it took care of the reforms 

of the governance aspect of the industry through the establishment of an independent regulatory 

commission (the Nigerian Petroleum Regulatory Commission); the unbundling of the Nigerian 

National Petroleum Corporation (NNPC) into two limited liability companies; and the 

Governance and Accountability arrangements with respect to new institutions created by the 

Bill.15 The PIGB was finally passed by the Senate in May, 2017 and by the House of 

Representatives in January, 2018 after much deliberations.16 However, there was also another 

drafting process under the House of Representatives, which was also a set of bills. The 

Governance Bill was harmonized and sent to the President. He withheld his assent, and it was not 

passed into law.17 The opinion here is that this was a blessing in disguise because the passage of 

a law creating institutions of the industry in the absence of a complementary enabling operational 

structure or tax regime would have further traumatized the petroleum industry. 

In 2019, another process commenced, this time under the auspices of Dr Bello Gusau, Executive 

Secretary to the Petroleum Technology Development Fund (PTDF) who was previously 

Secretary to the second OGIC Committee. The PIB was redrafted re-amalgamated, and again 

sent to the National Assembly as a legislative bill. It finally emerged as the Petroleum Industry 

Act 2021, thereby allowing for the commencement of true reform of the Nigerian petroleum 

industry. 

The Petroleum Industry Act 2021 

The Petroleum Industry Act, 2021, Act No. 6, A131, is a comprehensive omnibus law that 

provides the entire legal framework for the industry, including fiscal and host community issues. 

Whilst it creates a totally different operational and managerial structure, the ownership of 

petroleum remains in alignment with the Nigerian constitution as section 1 of the PIA provides 

                                                             
13 Formerly a member of top management in Shell Petroleum Development Company, and also Special Technical 

Adviser to the Minister of State Petroleum Odein Ajumogobia, he was the Director of Petroleum Resources at the time. 
14 K. C. Ene, ‘The Fall and Rise of the Nigerian Petroleum Industry Governance Bill’, Oxford Policy Management, 

Available at < https://www.opml.co.uk/blog/nigerian-petroleum-indsutry-governance-bill > 
15 Ibid. 
16 Ibid. 
17 The Presidential aide on National Assembly Matters, Ita Enang, cited constitutional and legal reasons for the 

refusal of the President to assent to the Bill. 

Bassey Udo, ‘Why Buhari Withheld Assent to PIGB – Presidential Aide, Premium Times, (Nigeria, 29 August, 

2018) <https://www.premiumtimesng.com/news/top-news/281790-why-buhari-withheld-assent-to-pigb-presidential-

aide.html> accessed 25 March, 2022.   

https://www.opml.co.uk/blog/nigerian-petroleum-indsutry-governance-bill
https://www.premiumtimesng.com/news/top-news/281790-why-buhari-withheld-assent-to-pigb-presidential-aide.html
https://www.premiumtimesng.com/news/top-news/281790-why-buhari-withheld-assent-to-pigb-presidential-aide.html
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that the ownership and control of petroleum resources, its territorial waters as well as the 

continental shelf and exclusive economic zone is vested in the Federal Government of Nigeria.  

Chapter One: Governance and Institutions,  

The objectives of Chapter one of the Act are enumerated under section 2 as follows: 

- To create effective and efficient governing institutions, with clear and separate roles for 

the petroleum industry; 

- To establish a framework for the creation of a commercially oriented and profit-driven 

national petroleum industry 

- To promote transparency, good governance, and accountability in the administration of 

the petroleum resources in Nigeria;  

- To foster a business environment conducive for petroleum operations; and  

- To deepen local content practise in the Nigerian oil and gas industry.18 

This Part creates the institutions of the industry and prescribes their structures, functions, powers, 

and duties. These are the Minister, the Nigerian Upstream Petroleum Commission, the Nigerian 

Midstream and Downstream Regulatory Authority, and the Nigerian National Petroleum 

Company Limited. A Midstream and Downstream Infrastructure Fund which will be under the 

Authority, is also created, and discussed below, in a critique of the Act. The NNPC subsidiaries 

will continue to exist  

The figure below is a diagram of the institutions and their hierarchy, 

 

 

                                                             
18 Section 2, PIA 2021. 
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The Minister of Petroleum 

The Minister of Petroleum is created under section 3 and is charged with giving policy direction 

to the entire industry. According to sec. 3(4) The Minister may give general policy directives to 

the commission on matters concerning upstream petroleum operations and to the authority on 

matters relating to midstream and downstream petroleum operations in line with the provisions 

of this Act and the Commission and the Authority shall comply with such directives. The 

Minister acts on behalf of the Government in oil and gas matters both locally and internationally 

and is empowered to grant Licences and leases, upon the recommendation of the Upstream 

Petroleum Regulatory Commission. In the same vein, the Minister can suspend petroleum 

operations in any area upon the recommendation of the Commission or the Authority.  These are 

regulatory functions, and this therefore means that regulatory powers still reside in the Minister, 

and may be delegated to either the Commission or Authority, as the case may be, under this Act.  

This provision is a bit worrisome as it reflects a blurring of policy and regulatory roles. It is 

discussed in greater detail below. 

The Nigerian Upstream Petroleum Regulatory Commission (the Commission). 

The Nigerian Upstream Petroleum Regulatory Commission is created by section 4 of the Act as a 

legal person that can acquire, hold and dispose of property, sue and be sued in its own name.19  It 

is responsible for the technical and commercial regulation of the upstream petroleum 

operations20 and its functions are clearly specified as generally being to regulate activities in the 

upstream sector, particularly the technical, operational and commercial aspects of the upstream 

as well as the environmental and health matters, also pertaining to the upstream.21 The 

Commission is also responsible for ensuring compliance with Government policies as well as 

codes, practices and specifications, and is responsible for promoting an enabling environment for 

investments also in the upstream sector.  

Section 11 provides for the Governing Board which includes one non-executive chairman, two 

non-executive commissioners, the chief executive of the Commission, two other executive 

commissioners responsible for finance and accounts and exploration and acreage management, 

one representative of the Authority not below the rank of director, one representative of the 

Ministry of Petroleum not below the rank of director, and one representative from the Ministry of 

Finance not below the rank of director.22  

The Commission is given the responsibility for frontier Basins in Nigeria. While frontier basins 

are generally known as the Niger, Chad, Bida, Dahomey, Sokoto, Benue, Gongola, and Anambra 

basins,23 the PIA provides for some flexibility. Any area it classifies as a frontier basin is one, 

and by implication, will be eligible to be funded by the Frontier Basin fund. This, the Act states, 

is 30% of NNPC Limited’s profit oil and profit gas from production sharing, profit sharing and 

risk service contracts.24 This particular provision was highly controversial and almost scuttled 

                                                             
19 Section 4(2), PIA, 2021. 
20 Section 4(3), PIA, 2021. 
21 Section 6 PIA, 2021. 
22 Section 11(2) PIA, 2021. 
23  See O.S. Adegoke, K.O. Ladipo, M.D. Bako, A.F.M. Umaru,” Nigeria’s Frontier Basins- Unrealized Rift System 

Hydrocarbon Potential,” in Paul Post, James Coleman, Norman Rosen, David Brown, Tina Roberts-Ashby, Peter 

Kahn, Mark Rowan, Petroleum Systems in “Rift Basins, SEPM Society for Sedimentary Geology, Vol. 34, 

December 2015. https://doi.org/10.5724/gcs.15.34 :  
24 Section 9(4). 
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the passage of the PIA.25 A discussion on this is outside the scope of this paper. However, this 

function is a deviation from the Commission’s regulatory powers and is discussed later in this 

paper.  

In line with its functions as a regulator, the Commission is granted special powers of 

investigation and enforcement that are to be exercised by a Special Investigation Unit or any 

person authorised by the Commission.26 Failure to allow entry for the purposes of fulfilling these 

functions or to provide requested information are offences punishable with 5 years’ 

imprisonment or a minimum fine of five million naira.27 It has full powers of entry into any 

premises for the purposes of enforcement.28 

The Midstream and Downstream Petroleum Regulatory Authority (the Authority) 

The Nigerian Midstream and Downstream Petroleum Regulatory Authority was established by 

section 29 of the Act and shall be responsible for the technical and commercial regulation of 

midstream and downstream petroleum operations in the petroleum industry.29 It is notable that 

this has been a largely ungoverned sector, characterised by a weak international and domestic 

gas market, and a constantly malfunctioning downstream which has been subsidised for decades.  

The objectives of the Authority are to promote and maintain healthy, safe, effective, and efficient 

midstream and downstream operations, to promote a competitive market for midstream and 

downstream petroleum operations, and to promote the supply and distribution of natural gas and 

petroleum products in the midstream and downstream. The Authority is also obligated to ensure 

supplies of crude oil to domestic refineries, promote a positive environment for international and 

domestic investment in the midstream and downstream sector, implement Government policies 

as directed by the Minister of Petroleum for the midstream and downstream, develop and enforce 

a framework on tariff and pricing for natural gas and petroleum products. 

The functions of the Authority are to regulate and monitor technical and commercial aspects of 

the midstream and downstream. This includes determining appropriate tariff methodology for 

processing, storage and transportation of natural gas and crude oil through a prescribed process 

which is contained in the Act. The Authority shall set cost benchmarks for the midstream and 

downstream; grant, issue, extend, renew, review, suspend, cancel or terminate licences, permits 

and authorizations with regards to the midstream and downstream sectors of the industry; and 

promote competition and private sector participation in the midstream and downstream among 

others.30  

Section 34 of the Act establishes the Board of the Authority which shall be composed of one 

non-executive chairman, two non-executive members, the chief executive of the Authority, two 

other executive directors responsible for finance and accounts and distribution, storage and 

retailing infrastructure; one representative of the Commission not below the rank of executive 

                                                             
25 Controversies centred round what was seen as an excessively high amount that had been set aside for these basins, 
as contrasted with the amount for the host communities fund. 
26 Sections 26-27. 
27 Section 26(3)(a). 
28 Ibid. 
29 Section 29(3) PIA, 2021. 
30 Section 32 PIA, 2021. 
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commissioner, one representative of the Ministry of Petroleum not below the rank of director, 

and one representative from the Ministry of Finance not below the rank of director. 

The Midstream Gas Infrastructure Fund resides in the Authority. It is established as a legal entity 

and is an investment fund, with funding sources being 0.5% of the wholesale price of petroleum 

products and natural gas sold in Nigeria, and money received from gas flaring penalties.31 The 

purpose of this Fund is to make equity investments of Government owned participating or 

shareholder interest in infrastructure related to midstream and downstream gas operations aimed 

at increasing the domestic consumption of natural gas, in partnership with private investors. It is 

also to encourage private investments ‘through risk sharing by participating initially in selected 

high-risk projects and in such other equity investments’ in mid and downstream infrastructure. 

The particular paragraph on gas penalties apparently attempts to provide that money from these 

penalties shall be solely for the environmental remediation of the communities within which 

these flares are located:32 

“Money received from gas flaring penalties by the Commission under section 104(4) 

[which provides for the payment of gas flaring penalties] of this Act, shall be for the 

purpose of environmental remediation and relief of the host communities of the settlor on 

which the penalties are levied.” 

The problem is that the PIA appears to implicitly provide for continued gas flaring because of a 

provision which allows for the flaring or venting of natural gas ‘for strategic operational reasons, 

including testing.’ Under such a scenario this provision that funds infrastructure projects in these 

impacted communities really amounts to an inadequate attempt to compensate these host 

communities for the continuous degradation of their environment and quality of life. 

Provision is made in section 52(11) for a Transaction Adviser to provide advisory services to the 

Council, which is chaired by the Minister. Other members include a Representative of the 

Central Bank of Nigeria, the Chief Executives of the Authority the Executive Director, 

Midstream Gas Infrastructure Fund in the Authority, and three other independent members. The 

qualifications of these persons are stated; they must have managerial, technical, or professional 

knowledge of the midstream, fund management or any other relevant industry knowledge, with 

at least 15 years post qualification cognate experience. The Act lays down a process of 

management for the Fund. These are clearly commercial and investment functions being 

undertaken by a regulator. In addition, the composition of the council, and the fact that it is to be 

headed by the Minister raises some issues. 

The Nigerian National Petroleum Company Limited 

Provision is made for the incorporation of the Nigerian National Petroleum Company Limited 

(NNPC Limited) under section 53(1) as the successor company to the Nigerian National 

Petroleum Corporation, which was a creation of statute. It shall be the commercial arm of the 

new structure, and therefore the first stated objective of NNPC Limited is to carry out petroleum 

operations on a commercial basis.33 All the other stated objectives flow from this. Even when it 

conducts tasks required by the Commission or the Authority, they are to be paid for.34  

                                                             
31 Section 52(1), (2) and (7). 
32 Section 52(7)(d). 
33 Section 64. 
34 Section 64(j). 
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The process for incorporation is clearly stated. The Minister of Petroleum shall consult with the 

Minister of Finance to determine the nominal value of shares and the Federal Government shall 

subscribe and pay up in cash for the shares. Ownership of shares of the NNPC Limited shall be 

vested in the Government and held by the Ministry of Finance Incorporated and the Ministry of 

Petroleum Incorporated in equal amounts on behalf of the Government. According to the PIA, 

NNPC Limited and its subsidiaries shall conduct their affairs in a commercial basis devoid of 

Government funds and operate like a company incorporated under the Companies and Allied 

Matters Act and declare dividends to its shareholders and retain 20% of its profits earnings in 

order to grow its business.35 

Within eighteen months of the effective date, the Minister and the Minister of Finance are to 

determine the assets, interests and liabilities of NNPC that would be transferred to the NNPC 

Limited and its subsidiaries and once identified the Minister would cause them to be transferred 

to the NNPC Limited. Assets, interests and liabilities not transferred are retained with the NNPC 

until they are extinguished or transferred to the Government within six months after the 

determination of assets by the Minister.36 Once this is done the NNPC will cease to exist.37 Upon 

incorporation of the NNPC Limited, it shall be made an agent of NNPC to manage the winding 

down process of the NNPC and the transfer of assets, interests and liabilities and during this 

process the NNPC Limited is permitted to enter into negotiations, agreement or contract with any 

third party.  

A governing board for NNPC Limited is provided for under section 58(1) of the Act, to be 

appointed by the President and composed of a non-executive chairman, the chief executive of 

NNPC Limited, the chief financial officer of NNPC Limited, a representative of the Ministry of 

Petroleum not lower than the rank of a director, a representative of the Ministry of Finance not 

below the rank of a director, and six non-executive members representing the six geo-political 

groups in Nigeria with requisite 15 years’ experience in petroleum or other relevant sector of the 

economy. 

The person to be appointed as Chief Executive of the NNPC Limited shall have extensive 

managerial, technical, and professional knowledge in the petroleum industry with at least 15 

years’ experience in petroleum and other relevant sectors. The responsibilities and objectives of 

the NNPC Limited are contained in sections 63 and 64 of the Act.  

The Administration of the Petroleum Industry under the PIA 

Chapter two, titled ‘Administration,’ provides for the management and administration of the 

upstream, midstream, and downstream of the petroleum industry, and is a very significant part of 

the new legal framework. Section 67 clearly states: 

‘The administration and management of petroleum resources and their derivatives shall 

be conducted in accordance with this Act and the principles of good governance, 

transparency, and sustainable development of Nigeria.’ 

                                                             
3535 Section 53(7) PIA, 2021. 
36 Section 54(2) PIA, 2021. 
37 Section 54(3) PIA, 2021. 
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It creates a new legal framework for the upstream, with a new national grid system which shall 

be a basic unit of one kilometre square, and which shall be used for the administration of 

upstream petroleum operations.38 The PIA also provides for a transparent grid allocation 

process.39 This is a modification of previous processes, clearly superior and in keeping with 

modern best practice.  

The rest of this chapter creates legal frameworks for several areas that previously had little or no 

legislative backing, such as the commercial midstream and downstream. Particularly, prior to 

this time, there was no legal framework for commercial natural gas in Nigeria. The areas of 

operation of the Commission and Authority are well demarcated, with each being given authority 

over the technical and commercial areas of the upstream on the one hand, and the mid and 

downstream, on the other hand.  

Host Communities Development 

Chapter Three deals with the sustainable development of the host communities and how they can 

benefit from petroleum operations within their respective areas. This is a completely new legal 

regime, aimed at promoting harmony the petroleum producing communities in Nigeria and 

petroleum exploration companies. The stated objectives of this chapter include fostering 

sustainable prosperity within host communities and creating a framework to support their 

development.40 The Commission and Authority are empowered to make regulations which shall 

include mechanism for the settlement of disputes between the Host Communities and the oil 

companies operating within the communities in question, which the PIA refers to as settlors. 

Section 235 provides that the settlors shall incorporate Host Communities Development Trust for 

the benefit of the host communities for which they are responsible. These Trusts are to finance 

and execute agreed development projects for the host communities, as may be prescribed by the 

Trustees, who are appointed by the Settlors and not by the communities and should include 

persons of high integrity and professional standing, who may not necessarily come from any of 

the host communities.  

The Development Trusts are to be incorporated by the Corporate Affairs Commission. Section 

238 provides for the possible revocation of Settlors Licences or leases where these Trusts are not 

incorporated. The Commission and the Authority are to exercise oversight responsibility in areas 

within their respective jurisdictions to ensure that the projects to be undertaken by the Board are 

implemented. 

The Host Communities Development Trust shall be funded from:41 

• A 3% contribution by the settlors of their actual annual operating expenditure of the 

previous financial year in the upstream petroleum operations affecting the host 

communities for which the applicable host communities development trust fund was 

established.  

• Receipts of donations, gifts, grants, or honoraria for the attainment of their objectives. 

                                                             
38 Section 69(6). 
39 Section 73. 
40 Section 234(1). 
41 Section 240. 
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• Profits and interests accruing to the reserve fund of the host communities development 

trust. 

Section 257 provides that the funds of the Host Communities Development Trust shall be 

exempted from taxation. 

This portion of the PIA is yet to be implemented. It will be interesting to see the trust funds in 

operation, and the degree to which they are acceptable to the host communities over time. 

Chapter Four: Petroleum Industry Fiscal Framework 

This chapter provides for taxation and other fiscal matters pertaining to the entire petroleum 

industry and is a total break from the fiscal regime previously operated under the Petroleum 

Profits Tax Act 1958. Companies shall now pay a hydrocarbon tax and a companies income tax. 

The companies tax will be 30 per cent for all companies while hydrocarbon tax shall be 

applicable only to oil, and where applicable, condensates and natural gas liquids produced from 

associated gas in an oil field. The PIA tax regime is regarded favourably by oil and gas 

operators, and is clearly a departure from the previous regime, which was stated to be one of the 

worst in the world. It is divided into 11 parts. 

All revenues accruing to the Government shall be paid into the Federation Account. The Federal 

Inland Revenue Service (The Service) and the Commission shall be in charge of collecting 

Government revenue in the petroleum industry. The Service is to collect hydrocarbon tax, 

companies income tax, tertiary education tax. The Commission collects royalties, signature 

bonuses, rents, and related payments for the Government. The Authority is responsible for 

collecting gas flare penalties arising from midstream operations. 

Chapter Five: Miscellaneous Provisions  

This chapter deals with all other incidental matters pertaining to the petroleum industry. It also 

repeals the following laws: 

1. Associated Gas Reinjection Act, 1979 CAP A25 Laws of the Federation 2004, and its 

Amendments.  

2. Hydrocarbon Oil Refineries Act No. 17 of 1965, CAP H5 Laws of the Federation of 

Nigeria 2004.  

3. Motor Spirits (Returns) Act, CAP M20 Laws of the Federation of Nigeria 2004.  

4. Nigerian National Petroleum Corporation (Projects) Act No. 94 of 1993, CAP N124 

Laws of the Federation of Nigeria 2004.  

5. Nigerian National Petroleum Corporation Act (NNPC) 1977 No, 33 CAP N123 Laws of 

the Federation of Nigeria as amended, when NNPC ceases to exist pursuant to section 

54(3) of this Act.  

6. Petroleum Products Pricing Regulatory Agency (Establishment) Act 2003.  

7. Petroleum Equalisation Fund (Management Board etc.) Act No. 9 of 1975, CAP P11 

Laws of the Federation of Nigeria 2004.  
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8. Petroleum Equalisation Fund (Management Board, etc.) Act, 1975.  

9. Petroleum Profit Tax Act Cap P13 LFN 2004, and  

10. Deep Offshore and Inland Basin Production Sharing Contract Act 2019, as amended.  

Section 311 however provides in subsection (1) that the provisions of any other laws, 

regulations, guidelines that have been repealed by the PIA which are not inconsistent with the 

PIA shall continue in force mutatis mutandis as though they were made by the Commission and 

Authority until replaced by an amendment to the PIA 2021 or by a subsidiary legislation. Section 

311(2) also provides that any oil prospecting licence or oil mining lease that were issued under 

the Petroleum Act of 1969 and still subsists shall continue to remain in force subject to certain 

terms and conditions provided thereunder. 

Section 312 provides that the assets, rights interests, obligations, liabilities, properties movable 

and immovable of the Petroleum Inspectorate and the Department of Petroleum Resources 

(DPR) are to be vested in the Commission. In the same vein, section 313 provides that the assets, 

rights, interests, obligations, liabilities, properties movable and immovable hitherto held by the 

Petroleum Products Pricing and Regulatory Agency (PPPRA) and the Petroleum Equalization 

Fund (Management Board) be vested in the Authority. 

All employees of the previously existing agencies under sections 312 and 313 are to become 

employees of the new institutions as created under the PIA with the same benefits as they had 

prior to the effective date of the Act 

Schedules 

There are 8 Schedules. 

Schedule I deals with the Right of Pre-emption 

Schedule II deals with the Principles of Negotiating Incorporated Joint Ventures 

Schedule III is untitled and deals with the determination of the domestic base price for gas, and 

its allocation and pricing. 

Schedule IV lays out the formula to be used in calculating the price of Gas for the Domestic 

Markets 

Schedule V deals with Capital Allowances 

Schedule VI deals with Production Allowances and the Cost Price Ratio Limit 

Schedule VII provides for the Petroleum Fees, Rents and Royalties. 

Schedule VIII creates the Ministry of Petroleum Incorporated as a corporation sole. This is 

supposedly done in pursuance of section 53(3) of the PIA, but that subsection states that: 

Ownership of all shares in NNPC Limited shall be vested in the Government at 

incorporation and held by the Ministry of Finance Incorporated and the Ministry of 

Petroleum Incorporated in equal portions on behalf of the Government and the Ministry 
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of Petroleum Incorporated is incorporated under the provisions of the Eighth Schedule to 

this Act.  

It appears that Schedule VIII was a last-minute addition to the PIA, as it was not in the 

penultimate draft that preceded its final assent by the President. It is not clear whether a Schedule 

can legally create a financial body with legal personality that will be part owner of a national 

asset, although a similar method has been utilised within the Constitution.42 By contrast, the 

Ministry of Finance Incorporated- which is traditionally the entity established for the sole 

purpose of taking charge of all investments owned by the federal government- is a legal entity 

created by statute. This is considered shortly in more detail below. 

The PIA From a Governance Perspective 

How does the PIA fare under a governance lens? It definitely provides a better legal framework 

than the previous one, which, as has been said, was terribly obsolete, but at the end of the day it 

shows some unease with international best practice. In addition, the supremacy of political 

expediency is reflected in the powers of the Minister still remaining fairly substantial. As has 

been stated, the reform is premised on a total separation of policy, regulatory and commercial 

roles. However, the PIA vests both policy and regulatory making powers in the Minister. Even 

though these powers ‘shall’ be delegated, and therefore that would imply that it is mandatory for 

the Minister to ensure that full powers are exercised by the Chief Executives, it is still a worrying 

sign, more so when one considers the various powers of the Minister that are explicitly 

mentioned. The Minister shall grant, revoke, assign interests, suspend operations, and approve 

fees, ‘upon the recommendation of the Commission or the Authority’, as appropriate,43 clearly 

showing that these ultimate regulatory powers of the Commission and the Authority may be 

exercised by the Minister. With such provisions the separation of powers of policy making and 

regulation risk being whittled down in the future, if a Minister who is unfamiliar with best 

practices in these areas happens to be appointed.  

Again, there is a blurring of regulatory and commercial roles in the management of Frontier 

Basins and the Frontier Exploration Fund. Frontier basins, as contained in the interpretation 

section, are ‘basins defined as a frontier in any regulation issued by the Commission’44 and are to 

be managed by the Commission and funded from 30% of NNPC Limited’s profit oil and profit 

gas in the production sharing, profit sharing and risk service contracts,45 which funds shall be 

placed in a dedicated escrow account that will be subject to appropriation by the National 

Assembly.46 The prescribed functions of the Commission47 in respect of the basins are to 

                                                             
42 However, it can be deduced that by virtue of par 15(1) Schedule 5 of the Constitution of the Federal Republic of 
Nigeria, 1999, which created the Code of Conduct Tribunal as a legal entity, Schedules in themselves have the 
same force of Law to create legal entities. That may have been the purport of Schedule VIII of the PIA which 
created the Ministry of Petroleum Incorporated. 
Also, going by the decision of the Federal High Court in the case of The Registered Trustees of Hotel Owners and 
Managers Association of Lagos v The Minister of Finance [2019] FHC, Schedules have the same force of Law as the 
Act itself. 
43 Section 3(1)(g)(h)(i)(j)(k). 
44 Section 318  
45 Section 9(4). 
46 Section 9(5). 
47 Section 9(1). 
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promote their exploration, develop strategies and portfolio management for the exploration of 

unassigned frontier acreages in Nigeria; identify opportunities and ‘increase information’48 about 

petroleum resources within these basins; and undertake studies, analyse and evaluate unassigned 

frontier basins. Where testing and drilling is required ‘and no commercial entity has publicly 

expressed an intention of testing or drilling such prospects,’49 the Commission shall request 

NNPC to perform these functions in return for a fee. NNPC has first right of refusal in the event 

of commercial discovery.50 

Similar issues surrounding blurred roles occur in the relationship between the Authority and the 

Midstream Gas Infrastructure Fund, As stated above, the PIA lays down a process of 

management for the Fund, which has the following purpose:51 

……. To make equity investments of Government owned participating or shareholder 

interests in infrastructure related to midstream gas operations aimed at –  

(a) increasing the domestic consumption of Natural Gas in Nigeria in projects 

which are financed in part by private investment; and  

(b) encouraging private investment.  

These are clearly commercial and investment functions being undertaken by a regulator. In 

addition, the composition of the council, and the fact that it is to be headed by the Minister raises 

some issues. 

The creation of the Ministry of Petroleum Incorporated in the Eighth Schedule of the Act appears 

a last-minute inclusion to the Bill as it was not included in the final drafts that were publicly 

circulated prior to presidential assent. Apart from some misgivings about its mode of creation, 

what is the rationale for its creation and inclusion as a shareholder of NNPC Limited in the final 

stages? If the reason advances good governance, then any apprehension is misplaced. 

Explanations in this area will be apt. 

On the positive side, the PIA has provided great clarity and transparency to the processes of the 

industry, and if implemented as stated, will ensure that approvals and procedures follow a 

prescribed process, and are not subject to the whims and caprices of any official who may be 

occupying a position at a particular time. 

Signs on The Horizon 

Whilst the enactment of the PIA is truly a step in the right direction, it is only the beginning of 

the journey towards the creation of a Nigerian petroleum industry that will truly align with 

principles of good governance. Shortly after enactment, the Commission and Authority were 

created; they are now fully functional. The processes to ensure a transition that is as seamless as 

possible are underway, and personnel of the previously existing institutions have been moved to 

the Commission or the Authority, as the case may be. NNPC Limited has been incorporated and 

the compliance process required for transition has commenced. The prayer is that the transition 

will progress, and the envisaged new legal framework will emerge without distortions. It is 

                                                             
48 Section 9(1)(c). 
49 Section 9(2). 
50 Section 9(3). 
51 Section 52(11). 
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important for the road to implementation not to be as convoluted as the journey to the passage of 

the PIA was. 

There are some areas that would promote good governance, if addressed. First of all, there 

should be a substantive Minister of Petroleum. The President currently retains that portfolio, 

aided by a minister of state. Continuing this increases the likelihood of increased executive 

interference, which will not be in the interest of the industry or the country. The Ministry of 

Petroleum should be given the chance to function with minimal political interference. Secondly, 

the fact that the Minister chairs the Midstream Gas Infrastructure Fund is a little worrying in the 

sense that this Fund has been established to make commercial investment in midstream gas 

operations. When the Minister is the President, the worry is amplified. Thirdly, less than a year 

after enactment, amendments have been sent to the National Assembly. In September 2021, 

President Buhari, proposed two amendments, to the board composition of both the Commission 

and the Authority, to provide for federal character. Interestingly, this was done at the same time 

as he forwarded the names of board members which conformed to his requested amendment, 

which of course had not been done,52 essentially because the executive did not conform to the 

composition stated in the PIA. Similarly, the Host Communities Producing Oil and Gas 

(HOSTCOM) have suggested amendments to increase the number of executive commissioners, 

and to indemnify officers of the Commission against any liability incurring as a result of wilful 

misconduct or gross negligence.53 The latter amendment is rather baffling to this writer. Why 

should there be no consequences for gross negligence or wilful misconduct by top management 

in such a critically important institution (or any other one for that matter)? 

The fourth sign is particularly disquieting and that is the decision of the government to continue 

with the petroleum subsidy, notwithstanding the fact that this has distorted the entire petroleum 

industry, and negatively impacted on the development of the entire country.54 The entire 

midstream and downstream under the PIA are premised on the existence of open and transparent 

market-driven structures that will encourage much-needed investments and importantly, drive 

greater domestic energy use, which is vital to combat Nigeria’s energy poverty. As long as this 

continues NNPC Limited, like its predecessor, currently remains in control of the downstream as 

sole buyer of premium motor spirits through its swap arrangement. It also looms larger than life 

                                                             
52 ‘Buhari seeks to amend PIA, constitutes board ot two petroleum institutions,’ 21st September, 2021, 

https://www.premiumtimesng.com/news/headlines/486017-buhari-seeks-to-amend-pia-constutitues-board-of-two-

petroleum-institutions.html; Buhari proposes new amendments to PIA, nominates regulatory boards, 

https://www.thisdaylive.com/index.php/2021/09/22/buhari-proposes-new-amendments-to-pia-nominates-regulatory-

boards/.  
53 ‘HOSTCOM tables grey areas as Senate amends PIA’, The Guardian, 7th March 2022, 

https://guardian.ng/news/hostcom-tables-grey-areas-as-senate-amends-pia/.  
54 ‘Nigeria to amend oil law to extend petroleum subsidies’, Reuters, https://www.reuters.com/world/africa/nigeria-

amend-oil-law-suspend-removal-fuel-subsidies-2022-01-25/; ‘FG sets aside PIA, to pay N4.6tr on fuel subsidy’, The 

Guardian 25th January 2022, https://guardian.ng/news/fg-sets-aside-pia-to-pay-n4-6tr-on-fuel-subsidy/; Nigeria has 
spent so much on subsidy payment after it was institutionalized by the General Olusegun Obasanjo era with the 

Promulgation of the Price Control Act of 1977 to cushion the effects of the global Great Inflation era caused by the 

worldwide increase in energy prices. From 2005 to 2020 Nigeria has spent over $30 billion on subsidy payments. 

See Steven Oyeiwu, ‘Fuel Subsidies in Nigeria: They are Bad for the Economy, But the Lifeblood of Politicians’, 

The Conversation, (2021). < https://theconversation.com/fuel-subsidies-in-nigeria-theyre-bad-for-the-economy-but-

the-lifeblood-of-politicians-170966> accessed 29 March, 2022. 

https://www.premiumtimesng.com/news/headlines/486017-buhari-seeks-to-amend-pia-constutitues-board-of-two-petroleum-institutions.html
https://www.premiumtimesng.com/news/headlines/486017-buhari-seeks-to-amend-pia-constutitues-board-of-two-petroleum-institutions.html
https://www.thisdaylive.com/index.php/2021/09/22/buhari-proposes-new-amendments-to-pia-nominates-regulatory-boards/
https://www.thisdaylive.com/index.php/2021/09/22/buhari-proposes-new-amendments-to-pia-nominates-regulatory-boards/
https://guardian.ng/news/hostcom-tables-grey-areas-as-senate-amends-pia/
https://www.reuters.com/world/africa/nigeria-amend-oil-law-suspend-removal-fuel-subsidies-2022-01-25/
https://www.reuters.com/world/africa/nigeria-amend-oil-law-suspend-removal-fuel-subsidies-2022-01-25/
https://guardian.ng/news/fg-sets-aside-pia-to-pay-n4-6tr-on-fuel-subsidy/
https://theconversation.com/fuel-subsidies-in-nigeria-theyre-bad-for-the-economy-but-the-lifeblood-of-politicians-170966
https://theconversation.com/fuel-subsidies-in-nigeria-theyre-bad-for-the-economy-but-the-lifeblood-of-politicians-170966
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in the marketing and distribution of other products, such as aviation fuel,55 a point that was 

clearly made a few weeks ago when there was scarcity of aviation fuel amid rising prices, when 

NNPC Limited played the role of regulator and stated that airline operators would now be given 

licenses to import aviation fuel.56 This really should be a function of the Authority, and is clearly 

a deviation from the functions and objectives of NNPC Ltd under the Act. 

Concluding Remarks 

The world in 2022 is very different from what it was when the reform process commenced over 

twenty years ago. Then there were far fewer producers of petroleum. Now, several countries in 

Africa are petroleum producers.57 Then, there was sizeable skepticism about whether or not 

climate change was a reality. Now climate change is a front burner issue, and the world in now 

moving toward a zero carbon future by 2050, as articulated in the Report of the International 

Energy Agency (IEA) which came out mid-2021, titled Net Zero by 2050: A Roadmap for the 

Global Energy Sector.58 Within that Report, it states that the net-zero path emissions pathway 

presented sees a world economy in 2030 that is 40% larger but which uses 7% less energy.59 

Clearly this means that the envisaged Net Zero Future does not factor in exponential energy 

growth in all the areas of the world where there is insufficient or no modern energy, such as 

Nigeria and the several countries of the developing world. This clearly shows a divide which the 

Organisation of Petroleum Exporting Countries highlighted in its World Energy Outlook which 

came out in September 2021,60 shortly before the Summit, and which Nigeria’s Minister of state 

(Petroleum) has clearly articulated in various fora.61  
 

Against this background, the wise thing for a petroleum mono-producer to do is to seize the day 

and take advantage of the present to ensure that the gains of petroleum as an energy resource can 

be fully optimised in as such a time as possible, bearing in mind that the countries advocating 

zero carbon are also the homes of the world’s major investors. Nigeria clearly no longer has the 

luxury of time (if it ever did) and must ensure that it is providing the right environment for the 

right energy growth.  
 

The history of petroleum reform shows consistent resistance to change from within, with 

processes constantly being subverted at high levels. Now that the early hurdles to legislative 

reform have been surmounted, it would be naïve to think that the time for resistance has passed. 

                                                             
55 ‘Nigeria: the Aviation Fuel Scarcity’, This Day Editorial, 16th March 2022, 

https://allafrica.com/stories/202203160507.html 
56 Ruth Oluroumbi, ‘Nigeria allows airline operators to import fuel to ease Shortage’, Bloomberg 15th March 2022, 

https://www.bloomberg.com/news/articles/2022-03-15/nigeria-allows-airline-operators-to-import-fuel-to-ease-

shortage 
57 Algeria, Angola, Benin, Cameroun, Chad, Republic of Congo, Democratic Republic of Congo, Ivory Coast, 

Egypt, Equatorial Guinea, Gabon, Ghana, Libya, Nigeria, South Africa, South Sudan, Sudan, and Tunisia. See the 

website of the African Petroleum Producers Association, www.apposecretariat.org. Libya has Africa’s largest 

reserves, but Nigeria remains the highest producer of crude oil in Africa, followed by Libya, Algeria and Angola. 

There are up to 19 oil producing countries in Africa alone. See ‘Crude Oil Production: Africa’, Trading Economics, 

<https://tradingeconomics.com/country-list/crude-oil-production?continent=africa> accessed 29 March, 2022. 
58 See the IEA website, www.iea.org 
59 Page 14, Net Zero Report. 
60 World Oil Outlook 2045, available to download or in interactive format from www.opec.org. 
61 The Minister of State for Petroleum recently called for the establishment of African Energy Bank to boost 

investments in the oil and gas sector due to the move by developed nations to cleaner sources of energy and thereby 

phasing out hydrocarbon-directed investment. See ‘Market report: Nigeria’s Minister of State for Petroleum 

Resources Calls for the Establishment of an African Energy Bank’, Energy Capital & Power, (2021) 

<https://energycapitalpower.com/market-report-nigerias-minister-of-state-for-petroleum-resources-calls-for-the-

establishment-of-an-african-energy-bank/> accessed 29 March 2022. 

http://www.apposecretariat.org/
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Rather the various early amendments should be views as pathways through which the advances 

under the PIA can be truncated, leading to another type of distortion that is not in the interests of 

Nigeria and Nigerians.  
 

Throughout all this the Nigerian petroleum industry has continued to deteriorate, negatively 

impacting on the sustainable development of Nigerians, and leading to falling development 

indicators. Pollution continues to ravage the petroleum producing areas, the country remains 

starved of badly needed funds because of the opaque petroleum subsidy.  
 

A lot of time has been lost; it’s necessary to ensure that this the PIA is fully implemented so that 

Nigerians will finally derive benefits from their God-given resource.  


