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Introduction
Providing a Nigerian background 
for discussing natural gas contract 
negotiations and gas 
developments
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Theme
Substantially improved but 
arguably still inadequate provisions 
for gas in Nigerian petroleum law 
and policy
Dilemma is striking a balance 
between standardised provisions in 
legislation and contracts and the 
need for flexibility for specific 
projects
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Structure of the Nigerian 
E &P Sector

Presidency
Ministry of Petroleum Resources
Department of Petroleum Resources
NNPC
NAPIMS
Joint Ventures
PSCs
Indigenous Oil Companies
International Oil Companies
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General Issues
Ownership of resources
Acquisition of exploitation rights –
Oil Prospecting Licences, Oil 
Mining Leases
Bidding rounds
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Legislation
Very few gas specific primary laws e.g. 
Associated Gas Re-injection Act 

A project specific law e.g. LNG (Fiscal 
Incentives, etc) Decree
Generally however many laws providing 
for aspects of gas development e.g. 
Petroleum Act – ownership, regulatory 
oversight of exploration, development 
and production
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Legislation
Companies Income Tax Act – tax 
rates, etc
Petroleum Profits Tax Act - offsets
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Policy
Setting up of NGC
Associated Gas Framework 
Agreement
Flare-out deadline
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Exploration and 
Exploitation Contracts 

Joint Venture Contracts

Production Sharing Contracts 
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Exploration and 
Exploitation Contracts
Joint Venture Agreements

Definition

In the Nigerian context, joint venturers each 
have an interest in the Oil Prospecting 
Licence (OPL) or Oil Mining Lease 
(OML) and they contribute in the 
proportion of their undivided interest in 
the OPL or OML to petroleum operations  
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Exploration and 
Exploitation Contracts
Joint Venture Agreements
Highlights

Operatorship
Operating Committee
Funding
Work Programmes and Budgets
Natural Gas Provisions 
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Exploration and 
Exploitation Contracts
Production Sharing Contracts
Definition
A contract whereby one party (usually an 

international oil company) takes all of 
risk and bears all the cost of finding and 
producing petroleum. The Contractor 
shares production with the national oil 
company and recovers its costs out of 
production



10/9/2003 The Law Union 13

Exploration and 
Exploitation Contracts
Production Sharing Contracts
Highlights
Term
Work Programmes and Expenditure
Management Committee
Cost Recovery
Utilization of Natural Gas
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Exploration and 
Exploitation Contracts
Production Sharing Contracts

Natural Gas Provisions
If the Contractor discovers a commercially viable 

quantity of Natural Gas, the Corporation shall 
require the Contractor to investigate and submit 
proposals for the commercial development of the 
Natural Gas for the Corporation’s 
consideration…..

For the commercial development of a natural gas 
field, the funding arrangements and participation 
by the Contractor in the project shall be subject of 
another agreement and the Contractor shall have 
the right to participate …..
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Exploration and 
Exploitation Contracts
Production Sharing Contracts
Utilization of Natural Gas
The objective of maximum technical and 

economic recovery of Crude Oil shall 
always be paramount
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Conclusions
State of Nigerian petroleum law  on 
gas arguably inadequate because 
there not many industry wide 
provisions to bring projects on 
stream quicker
If legislation is seen as too rigid, 
perhaps a Gas Policy and a model 
gas utilization would be of help
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