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1. Background
NEITI engaged the services of Messrs Taju Audu & Co. as the Independent Administrator (IA) for the 2020 Financial, Physical and Process Audit, of the Nigeria’s Oil and Gas Industry. This report is prepared in line with the Extractive Industries Transparency Initiative (EITI) Standard 2019 and the Nigeria Extractive Industries Transparency Initiative (NEITI) Act, 2007. It consists of nine (9) sections, listed below:EXECUTIVE SUMMARY

· Executive Summary
· Introduction
· The Oil and Gas Sector in Nigeria
· Exploration, Production and Export
· Revenue Collection and Reconciliations
· Cash Calls
· Down Stream Operations
· Infrastructure Provisions, Barter Arrangement, Social and Economic SpendingCHAPTER 01

· Outcomes and Impact

This report should be read in the context of the Petroleum Act, 1969 (as amended) which was the primary oil and gas legislation for the period of reporting. However, with the enactment of Petroleum Industry Act, the Petroleum Act was repealed in 2021 along with some other legislations.CHAPTER 02


2. Objectives
The key objectives of the audit include the following:
· To review and provide an overview of processes within the sector
· To conduct an independent assessment of financial transactions (receipts and payments) and make recommendations to further improve transparency and accountability within the sectorCHAPTER 03


3. Scope and Materiality
A total of ten (10) revenue streams with a minimum contribution of 1.5% of total revenue were found to be material for reconciliation. In addition, thirteen (13) other revenue streams were included in the scope of the report on the basis of Section 3(f) of NEITI Act. All revenue streams except NESS Fees, PAYE and Miscellaneous Income were reconciled by the IA.
A total of sixty-nine (69) companies and the NLNG were identified at inception as companies to be covered in the report. Twenty- five (25) out of sixty-nine (69) companies fell within the criteria for reconciliation and their payments represented 96.45% of total payment by companies. Thirteen (13) Government Entities and One (1) State Owned Enterprise (SOE) were also covered.CHAPTER 04


4. Methodology and Work Approach
The primary tasks of the IA were to;
· Carry out preliminary procedures for the assignment as stated in the ToRCHAPTER 05

· Collect primary data from covered entities and gather publicly available information for the report, in accordance with the agreed scope of work
· Compile and organize/manage the collected data, carry out reconciliation, and identify gaps and discrepancies (if any) between payments and receipts
· Investigate and resolve the discrepancies based on the guidelines provided by the NSWG
· Prepare a report that mirrors: the contextual information, reconciled payments and receipts, and differences
· Prepare a report that incorporates audit findings and recommendations as well as the comments and views of the NSWG on the above.CHAPTER 06


5. The Contribution of the Oil and Gas Sector to the Economy in 2020
The contribution of the oil and gas industry to the economy in 2020 is captured and described below under contribution to: GDP and export; Government revenues; and Eemployment.CHAPTER 07


Contribution to GDP and Exports
In 2020, the sector contributed 8.16% to the total real GDP of US$432.3 billion. This was a decrease of 0.46% compared to the previous year’s figure of 8.62% or (US$475.293billion)1, as reported by the National Bureau of Statistics.

Crude oil contributed 9.44 trillion Naira (US$ 26.49 Billion) to the country’s total exports of 12.52 trillion Naira (US$ 35.13 Billion) in 2020. This represented 75.42%2 of the total export in that year and a 1.08% decrease compared to 2019 figure which was 76.5% . Considering the fact that all the crude produced in 2020 were all exported either directly or indirectly through DSDP, the total export value/figure of US$27.01billion reported by the Bureau of Statistics seem to reflect or agree with the 648,483.64mbbls identified or reconciled by the audit as the volume of crude lifted in 2020, and were calculated at an average equity crude price of US$41.65 /bbl.CHAPTER 08







1 National Bureau of Statistics: Nigerian Gross Domestic Product Report (Expenditure and Income Approach) (Q1, Q2, Q3 & Q4 2019). See here
2 National Bureau of Statistics - Foreign Trade in Goods Statistics- Q4 2019. See here.

[image: ]
Contribution to Government Revenues
The total revenue generated by government in 2020 was reportedly 9.30 trillion naira, and to which the oil and gas sector contributed
4.73 trillion naira. This represents about 51% of the total revenue3.EXECUTIVE SUMMARY


Contribution to Employment
Employment data was requested from the 69 Companies and the SOE covered in the 2020 audit. Out of the 70 entities, 10 companies failed provide the required information. A total of 18,712 were employed by the 60 entities that provided employment data for the 2020 audit. Of this number, 15,266 (82%) were male while 3,446 (18%) were female.

Regarding the occupational level or quality of the employment positions offered by the entities in 2020, of the 18,712 total employees, 1495 (8%) were top level employment, 9,475 (51%) were middle level while 7,742 (41%) were lower level employment. Eighty-eight percent (88%) of employees were from the local/state/ host communities, 9% were employed from other areas/states, while 3% of the newly recruited workforce were expatriates. Tables 1 and 2 present the employment data received from the entities that populated the templates. Appendix 11 also shows the the details of the employment data submitted by covered companies.CHAPTER 01


Table 1 – Summary of occupational level of employees employed by companies/SOE

	Description
	Top
	Middle
	Lower
	Total

	Number of Male Employees
	1,195
	7,676
	6,395
	15,266

	Number of Female Employees
	300
	1,799
	1,347
	3,446

	Total
	1,495
	9,475
	7,742
	18,712


Source: NEITI 2020 Audit TemplatesCHAPTER 03
CHAPTER 02


Table 2 – Summary of nationality / origin of employees employed by companies/SOE

	Description
	Local/ State/Host Communities
	Non-Local/ Other States
	Foreign (Expatriates)
	Total

	Number of Male Employees
	13,507
	1,329
	430
	15,266

	Number of Female Employees
	2,986
	424
	36
	3,446

	Total
	16,493
	1,753
	466
	18,712


Source: NEITI 2020 Audit TemplatesCHAPTER 04


6. Summary of Production and LiftingCHAPTER 05

i.Production

a. Crude Oil Production
The total fiscalised crude oil production for 2020 was 646.79mmbbls. This is a 12.03% reduction from the volume produced in 2019 which was 735.24mmbbls. Table 3 below compares the production volume by production arrangement for years 2019 and 2020.CHAPTER 06


Table 3 - Total Fiscalised Crude Oil ProductionCHAPTER 07


	Descriptions
	2020
	2019
	Change

	
	mbbls
	mbbls
	%

	Joint Venture (JV)
	271,418.16
	310,284.88
	-12.53%

	Production Sharing Contract (PSC)
	253,781.76
	312,041.61
	-18.76%

	Service Contract (SC)
	1,099.73
	1,330.61
	-17.35%

	Sole Risk (SR)
	99,839.56
	89,824.41
	11.15%

	Marginal Field (MF)
	20,648.23
	21,762.64
	-5.12%

	Total Production
	646,787.44
	735,244.15
	-12.03%


Sources: DPR Sign-Off & NEITI 2019 Audit ReportCHAPTER 08


b. Gas Production
The total gas production for the year was 3,013,639.73 mmscf. This was 1.11% lower than the 2019 production which was 3,047,507.33 mmscf. Table 4 below shows that for year 2020, JV arrangement was the largest contributor to the total gas production with 2,060,150.42 mmscf and it accounted for 68.36% of total gas production for the year. It was followed by PSC



3 Central Bank of Nigeria (CBN) 2020 Statistical Bulletin: Public Finance Statistics. See here
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arrangement with 564,626.95 mmscf, accounting for 18.73%. Marginal Field was the least contributor to the total gas production with 73,014.15, accounting for 2.42% of the total gas production for the year.

Table 4 - Total Gas Production per ArrangementEXECUTIVE SUMMARY


	Descriptions
	2020
	2019
	Change

	
	mmscf
	Mmscf
	%

	Joint Venture (JV)
	2,060,150.42
	2,133,073.56
	-3.42%

	Production Sharing Contract (PSC)
	564,626.95
	624,930.74
	-9.65%

	Service Contract (SC)
	0
	1,494.40
	-100.0%

	Sole Risk (SR)
	315,848.21
	211,010.04
	49.68%

	Marginal Field (MF)
	73,014.15
	76,998.59
	-5.17%

	Total Production
	3,013,639.73
	3,047,507.33
	-1.11%


Sources: NEITI 2020 Audit Template || NEITI 2019 Audit Report || DPR 2020 signed-off ReportsCHAPTER 02
CHAPTER 01


ii. Lifting
Lifting is the process of taking crude oil out of quantities produced for the purpose of export or domestic utilisation. Lifting occurs at the various crude oil terminals and it is done by companies and by the NNPC, for the Federation. Lifting by the NNPC is categorised into federation volumes for export, federation volumes for domestic utilisation and NPDC volumes.CHAPTER 03


Crude Oil Lifting by All Parties in the Upstream Sector
The total crude lifting for the year 2020 was 648.484 mmbbls. This was 11.85% lower than the volume lifted in 2019. Closing stock as at end of 2020 was 15,013.22mmbbls.

Table 5 -Total Crude Oil LiftingCHAPTER 05
CHAPTER 04


	Description
	2020
	2019
	Change

	
	mbbls
	mbbls
	%

	Opening stock
	16,709.42
	17,126.12
	-2.43%

	Total production for the year
	646,787.44
	735,244.15
	-12.03%

	

	Total stock available for lifting (A)
	663,366.72
	752,370.27
	-11.83%

	

	NNPC Lifting
	
	
	

	Export Lifting:
	
	
	

	Joint Venture operator
	56,719.76
	83,077.73
	-31.73%

	Production Sharing Contract
	60,539.69
	74,982.16
	-19.26%

	Marginal Field Operators
	230.00
	464.78
	-50.51%

	Service Contract
	100.00
	886.36
	-88.72%

	

	Subtotal - Export - (B)
	117,589.45
	159,411.03
	-26.24%

	

	Domestic Lifting (Refinery & DSDP)
	
	
	

	Joint Venture
	103,941.87
	98,530.30
	5.49%

	Production Sharing Contract
	3,744.45
	8,709.13
	-57.01%

	Marginal Field
	60.00
	-
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	Subtotal -Refinery & DSDP - (C )
	107,746.33
	107,239.43
	0.47%

	

	Total - NNPC Lifting - (D= B + C)
	225,335.78
	266,650.46
	-15.49%

	

	Company Lifting
	
	
	

	Joint Venture
	117,793.03
	122,863.12
	-4.13%

	Production Sharing Contract
	191,892.21
	227,977.15
	-15.83%

	Sole Risk
	94,801.40
	95,814.30
	-1.06%

	Marginal Field
	18,661.22
	21,855.82
	-14.62%

	Service Contract
	-
	500.00
	-100.00%

	

	Total- Company Lifting- (E)
	423,147.86
	469,010.39
	-9.78%

	

	Total Crude Oil lifting - (F= D + E)
	648,483.64
	735,660.85
	-11.85%

	

	Closing stock - (G = A - F)
	15,013.22
	16,709.42
	-10.15%


Source: NEITI 2020 Templates and DPR 2020 Signed off ReportsCHAPTER 03
CHAPTER 02


For the year 2020, the Federation through the NNPC lifted a total of 225.34 mmbbls while companies lifted 423.15 mmbbls.CHAPTER 04


7. Summary of Government Revenue from the Oil and Gas Sector
The total revenue from the oil and gas sector in 2020 from the 23 revenue streams was US$ 20,430,387,000 and the breakdown of the collections is shown in Table 6 below. There was an overall decrease of 40% in collections when compared with 2019 revenue. Total collections from sales of crude oil, gas and feedstock was $10,783,072,000, representing 53% of the total collections.

Table 6 - Summary of Revenue Collection from the Oil and Gas SectorCHAPTER 06
CHAPTER 05


	Description
	2020
	2019
	% Change

	
	US$ 000
	US$ 000
	

	Sales of Federation Crude Oil and Gas
	
	
	

	Proceeds from the sales of Federation equity crude oil
	4,373,676
	14,806,880
	-70%

	Proceeds from the sales of domestic crude oil
	5,026,027
	2,685,384
	87%

	Proceeds from the sales of profit oil
	161,061
	709,624
	-77%

	Proceeds from the sales of Federation equity gas
	713,391
	641,001
	11%

	Proceeds from the sales of Feedstock
	508,917
	864,854
	-41%

	Total Sales of Federation Crude Oil and Gas (i)
	10,783,072
	19,707,743
	-45%

	
	
	
	

	*PSCs / MCAs In-Kind Payments
	
	
	

	Petroleum Profit Tax- MCAs
	248,419
	329,407
	-25%

	Petroleum Profit Tax - PSCs
	1,192,013
	3,241,455
	-63%

	Company Income Tax (CIT) Feedstock- MCAs
	10,096
	-
	100%

	Royalty Feedstock – MCA
	2,575
	-
	100%

	Royalty (Oil) - MCAs & RA
	153,426
	278,826
	-45%

	Royalty (Oil) - PSCs
	582,358
	528,045
	10%

	EDT Feedstock- MCA
	1,579
	-
	100%
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	EDT Oil- MCA
	632
	13,582
	-95%

	Concession rentals- PSCs
	183
	37
	394%

	Total PSCs / MCAs/ Other in-Kind Payments (ii)
	2,191,281
	4,391,352
	-50%

	
	
	
	

	Subtotal (A)=(i)-(ii)
	8,591,791
	15,316,391
	-44%

	
	
	
	

	Other Specific Financial Flows to the Government
	
	
	

	Petroleum Profit Tax
	3,273,564
	6,784,862
	-52%

	Royalty (Oil)
	4,639,138
	4,513,417
	3%

	Royalty (Gas)
	277,690
	126,777
	119%

	Flare Gas Payment (FGP)
	256,985
	307,591
	-16%

	Concession Rentals
	9,873
	2,658
	271%

	Miscellaneous Income
	293,687
	308,640
	-5%

	Transportation Revenue
	121,178
	455,152
	-73%

	Signature Bonus & License Renewal
	333,858
	925,181
	-64%

	Total Other Specific Financial Flows to Government (iii)
	9,205,973
	13,424,278
	-31%

	
	
	
	

	Other Flows to Government
	
	
	

	Company Income Tax
	268,839
	1,167,980
	-77%

	Value Added Tax
	491,581
	1,195,367
	-59%

	Dividend from NLNG
	545,133
	915,646
	-40%

	Pay as You Earn
	12
	293,163
	-100%

	Capital Gain Tax
	54,413
	4,400
	1137%

	Withholding Tax
	436,134
	625,581
	-30%

	Education Tax
	404,011
	423,586
	-5%

	Total Other Flows to Government (iv)
	2,200,123
	4,625,723
	-52%

	
	
	
	

	Subtotal (B)=(iii)+(iv)
	11,406,096
	18,050,001
	-37%

	
	
	
	

	Flows to other Entities
	
	
	

	Niger Delta Development Commission (NDDC) 3% Levy
	289,676
	721,275
	-60%

	Nigerian Content Development and Monitoring Board (NCDMB) Levy
	77,475
	94,319
	-18%

	NESS Fee
	65,349
	36,495
	79%

	
	
	
	

	Subtotal (C)
	432,500
	852,089
	-49%

	
	
	
	

	Grand Total (A)+(B)+ (C)
	20,430,387
	34,218,481
	-40%



8. Summary of ReconciliationCHAPTER 07
CHAPTER 06

Table 7 below shows the revenue streams covered in the reconciliation exercise with their initial and final reconciliation positions. The total reconciled revenue was US$20,069,231,000 representing 98.23% of the total receipts while the total unreconciled revenue was US$2,106,000 representing 0.01% of the total receipts. The total unilaterally disclosed revenue was US$359,049,000 representing 1.76% of the total revenue receipt. Proceeds from crude oil and gas sales were 100% validated from records of NNPC to the Federation account.CHAPTER 08


The percentages of the total unreconciled discrepancies and the volume of reconciled revenue were within the set threshold of 0.05% and 94.07% respectively, as set out in the inception report (see Appendix 3).
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Table 7 - Summary of ReconciliationsCHAPTER 08
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	Initial Template
	Adjustment
	
	Adjusted Figures
	
	

	Revenue Streams
	Government
	Company
	Difference
	Government
	Company
	Receipt by Govt
	Payment from Company
	2020 Unsolved Difference
	2019
Unsolved Difference
	Contribution on %

	
	US$ 000
	US$ 000
	US$ 000
	US$ 000
	US$ 000
	US$ 000
	US$ 000
	US$ 000
	US$ 000
	

	Proceeds from the sales of Federation export crude oil
	
	
	
	
	
	2,182,395
	2,182,395
	-
	-
	10.68%

	Proceeds from the sales of domestic crude oil
	
	
	
	
	
	5,026,027
	5,026,027
	-
	-
	24.60%

	Proceeds from the sales of profit oil
	
	
	
	
	
	161,061
	161,061
	-
	-
	0.79%

	Proceeds from the sales of Federation equity gas
	
	
	
	
	
	713,391
	713,391
	-
	-
	3.49%

	Proceeds from the sales of Feedstock
	
	
	
	
	
	508,917
	508,917
	-
	-
	2.49%

	Petroleum Profit Tax (PPT)
	2,079,243
	2,977,756
	-898,513
	1,194,321
	295,808
	3,273,564
	3,273,564
	-
	-
	16.02%

	Royalty (Oil)
	2,564,432
	4,384,584
	-1,820,152
	2,074,706
	253,904
	4,639,138
	4,638,488
	650
	-
	22.71%

	Royalty (Gas)
	60,633
	275,917
	-215,284
	217,057
	1,773
	277,690
	277,690
	-
	-
	1.36%

	Flare gas Payment
	229,955
	252,087
	-22,132
	27,030
	4,431
	256,985
	256,519
	466
	-
	1.26%

	Concession Rental
	9,566
	9,504
	61
	307
	287
	9,873
	9,791
	82
	-
	0.05%

	Transportation Fees
	42,537
	145,714
	-103,177
	78,641
	-24,521
	121,178
	121,194
	16
	183,067
	0.59%

	Signature Bonus and License Fees
	330,638
	20,215
	310,423
	3,220
	313,643
	333,858
	333,858
	-
	-
	1.63%

	Company Income Tax (CIT)
	240,502
	286,311
	-45,809
	28,337
	-17,472
	268,839
	268,839
	-
	-
	1.32%

	Value Added Tax
	492,491
	493,955
	-1,464
	-910
	-2,503
	491,581
	491,452
	130
	-
	2.41%

	Dividend from NNLG
	-
	-
	-
	-
	-
	545,133
	545,133
	-
	-
	2.67%

	Capital Gain Tax (CGT)
	-
	54,413
	-54,413
	54,413
	-
	54,413
	54,413
	-
	-
	0.27%

	Education Tax (EDT)
	414,220
	417,535
	-3,315
	-10,209
	-13,525
	404,011
	404,011
	-
	-
	1.98%

	Niger Delta Development Levy (3%)
	252,671
	258,199
	-5,527
	37,004
	31,477
	289,676
	289,676
	-
	-
	1.42%

	Nigerian Content Development & Monitoring Board (1%)
	81,355
	77,471
	3,884
	-3,880
	73
	77,475
	77,544
	69
	-
	0.38%

	Withholding Tax (WHT)
	441,043
	444,571
	-3,528
	-4,909
	-7,743
	436,134
	436,828
	694
	-
	2.13%

	Subtotal from Reconciliation (A)
	7,239,285
	10,098,232
	-2,858,947
	3,695,128
	835,633
	20,071,337
	20,070,789
	2,106
	
	98.24%

	Pay-As-You-Earn (PAYE)
	12
	12
	-
	-
	-
	12
	-
	N/A
	N/A
	0.0001%

	Ness Fee
	16,775
	25,275
	-8,501
	48,575
	40,074
	65,349
	-
	N/A
	N/A
	0.32%

	Miscellaneous Income
	-
	-
	-
	-
	-
	293,687
	-
	N/A
	N/A
	1.44%

	Subtotal - Unilateral Disclosed (B)
	16,787
	25,287
	-8,501
	48,575
	40,074
	359,049
	-
	-
	
	1.76%

	

	Total (A + B)
	7,256,072
	10,123,520
	-2,867,448
	3,743,703
	875,707
	20,430,386
	20,070,789
	2,106
	
	100.00%





9. Summary of Government Receipts from the Sector (Federation Account)
The total sum of US$20.430Billion revenue from the Oil and Gas sector in 2020 was inclusive of the payments to sub-national entities and deductions made by NNPC from the sale of Federation crude oil and gas prior to remittance to the Federation Account. The total amount of oil and gas receipts paid into the Federation account was in the sum of US$14.650Billion (71.71% of total revenue). The deductions made by NNPC prior to remittance were;EXECUTIVE SUMMARY

· JV Cost Recovery of US$ 3.07billion (15.04% of total revenue),
· Pipeline maintenance and management cost of US$152.88million (0.75%),
· Crude oil and product losses in the sum of US$373.32millionn (1.83%)
· Government Priority projects US$683.64million (3.35%)
· Amount retained in NNPC accounts is US$1.07billion (5.21%) The Subnational Payments totalled US$432.50million (2.12%);CHAPTER 01

The sub-national payments are direct payments made to NCMDB, NDDC and the NESS under the FMFBNP. Amounts retained with the NNPC included NLNG payments and the Naira component of transportation revenue. The distribution of total revenue is represented pictorially below.
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Figure 1 – Revenue Distribution (in Percentage)
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Government Priority ProjectsCHAPTER 02

Subnational  Payment/NDDC/NCDMB/NESS NNPC
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Pipeline Maintenance and Management Cost Crude Oil & Product LossesCHAPTER 03

Federation/Total Remittance

CHAPTER 08

Source: NEITI 2020/Office of the Accountant General of the Federation - FAACCHAPTER 04



The Strategic holding cost, pipeline management cost and pipeline operation cost are all embedded in Pipeline maintenance and management cost. PMS under-recovery, crude oil and product losses and value loss due to deregulation are part of crude oil and product losses shown in the Figure 1 above.

As stated above, the total amount of oil and gas receipts paid into the Federation account was US$14.650billion (71.71% of total revenue). This was shared under the subsisting Revenue Sharing Formula in which the federal government takes 52.68%, the states 26.72% and the local governments, 20.60 %; with 13% derivation revenue going to the oil producing states as a first line charge before revenue sharing amongst the three tiers of government. The oil-producing states are Abia, Akwa-Ibom, Bayelsa, Delta, Edo, Imo, lagos, Ondo and Rivers.CHAPTER 07
CHAPTER 06
CHAPTER 05
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10. Summary of Observations and Recommendations for 2020 AuditNEITI 2020 OIL AND GAS INDUSTRY REPORT


	S/N
	Observations/Findings
	Implication
	Responsibility
	Entity’s Response
	Recommendations

	1
	Compliance with NEITI Audit The audit observed that out of the 69 companies covered by the report, four (4) companies failed to submit information and data for reconciliation. The value of the revenues from these four companies was US$1,198,570, which represents 0.006% of the total revenue (US$20.43Billion).
Also, some entities did not comply with the requirements of providing the Audited Financial Statements to the IA.
	Non-cooperation of some entities indicates lack of commitment to the NEITI reconciliation process.
	Companies and NEITI
	
	NEITI should take measures to ensure full compliance of covered entities with the annual audit process, in view of revenue implications to
the Government. It may also be necessary for NEITI to activate its sanctions mechanisms.

	2
	Effect of COVID-19 Pandemic on the Audit Process
It was also noted that the pandemic had some impact on the IA’s project completion timeline. However, in spite of
restrictions, especially on physical contacts with covered entities, the use of modern ICT tools in data gathering and reconciliations helped in conductiong the audit successfully and in accordance
with relevant accounting and audit standards.
	The use of modern ICT tools in data gathering and reconciliations will enhance seamless conduct of audit
procedures in accordance with relevant accounting and audit standards.
	Covered Entities and NEITI
	
	NEITI should intensify efforts towards the completion of the NEITI Audit Management System (NAMS), which has facilities for electronic submission of information, data aggregation and initial reconciliation.

	3
	Beneficial Ownership
It was observed that majority of the oil companies in Nigeria exhibit complex structures that shield the real identities of their owners. Identifying the natural persons behind the companies
which is the objective of beneficial ownership disclosure, is still challenging.
	The ultimate of objective of beneficial ownership disclosure to disclose the natural persons behind the companies is still challenging.
	Companies, NUPRC and NEITI
	
	The PIA provides that a public register of the Beneficial Owners of leases, licences, permits and authorizations issued be kept and made available by the NUPRC. NEITI should encourage CAC to speed up the establishment of the BO register in line with Nigeria’s commitment to BO disclosure.
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	4.
	Transfer of Assets to NPDC The audit revealed that NAPIMS represented the Federation in 13 Joint Ventures with at least 50% equity interest in each Joint Venture. However, the
Federation’s interest in Pan Ocean Oil Company and Newcross exploration & Production Ltd were transferred to NPDC on 1 August 2019 and 17th October 2019 respectively. These transactions took effect in 2020. It was further observed that:

i. The amount determined as GVC by DPR of the transferred Newcross JV (OML 24) was US$309.1million. There was however, no evidence of payment of this amount.

For Panocean JV (OML 98), the GVC of US$99.8million was determined by DPR, out of which NPDC paid US$10million4.

ii. Cash Call payment to the tune of US$69,738,640 was made by the Federation with respect to the Newcross JV in 2020.

iii. Cash Call payment to the tune of US$69,738,640 was made by the Federation with respect to the Newcross JV in 2020.

iv. The sum of US$125,952,000 was the crude oil sales revenue realized from Newcross JV production funded through the Federation cash-call and to be accounted for by NPDC.
	The Federation’s equity interest has been reduced to 11 assets in the JV arrangements, which translates to revenue short-
fall from crude oil and gas proceeds accruable to the Federation.
	NNPC Ltd,
NUPRC and NEITI
	
	1. NUPRC and NEITI to investigate the re-assignments to ensure that necessary payments and refunds with respect to GVC and cash calls are made to the Federation.

2. NNPC Ltd should stop the practice of funding assets transferred to NPDC from Federation cash call account.

3. NUPRC should endeavor to use fair market prices in similar transactions in the future.
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	5.
	Production from PSC Blocks In 2020, the following were the observations:
· Only 12 (33%) of the PSC blocks recorded production while 24 other blocks, representing 67% of total numbers of PSC blocks did not produce.

· Total production from the PSCs, which was 253,781,760 mbbls represents 39.24%
of total production of the 646,787,440mbbls, whereas the total production from the JVs was 214,836,540 mbbls representing
33.22%.

· The PSC arrangements, which contributed highest to the total production volumes operated only 33% of the total allocated blocks.
	The PSC arrangements which contributed highest to total production volumes operated only 33% of the total allocated blocks.
	NUPRC and NNPC Ltd
	
	There is the need for NUPRC, and NNPC Ltd. to review the technical and operational constraints limiting production from the idle PSC blocks with the view of optimising production from the PSC arrangements.

	6.
	Gas Production and Utilisation This report acknowledges a relative increase of 3.90% in gas utilisation in-spite of the decrease of 1.1% in gas production in 2020 compared to 2019.

Nigeria however has tremendously high volume (approx. 5.8 trillion cubic meters) in gas reserves that has not been tapped.
	The current level of gas pro- duction and utilisation requires greater enhancement.
	Companies, NUPRC
	
	NUPRC and the companies should ensure compliance with the various provisions of PIA on gas production and utilisation.

	7.
	Nigeria-Sao Tome and Principe Joint Development Authority.
A bilateral treaty between Nigeria and Sao Tome & Principe has existed since 2001. In 2020, the report disclosed that there was no significant exploration, production or export activities in the JDZ.
The only revenues recorded in the zone was US$$588,000 from three companies.
This lack of activity has been  the reported situation in the past NEITI Audits.
	Nigeria has not realised the objectives of the treaty for over a decade of the existence of the JDZ.
	JDA, NUPRC
	
	The Federal Government should review the activities of JDZ with the view of identifying possible challenges and proffer solutions that will enhance the realisation of the objectives for which the NSTPJDA was established.




[image: ]CHAPTER 08
CHAPTER 07
CHAPTER 06
CHAPTER 05
CHAPTER 04
CHAPTER 03
CHAPTER 02
CHAPTER 01
EXECUTIVE  SUMMARY
NEITI 2020 OIL AND GAS INDUSTRY REPORT
Page
32






	8.
	Crude losses
The total volume of Crude lossess reported by twenty-two (22) Companies was 39,162,836 bbls valued at about US$1.63billion, at the annual average selling price per barrel of Federation Equity crude oil reported in this audit.
	Incessant crude oil losses in the industry as a result of
theft, sabotage and metering errors remains a major cause of revenue losses to the Federation.
	
	
	NNPC should ensure proper pipeline security surveillance using satellite imagery and other sophisticated ICT tools to ensure real time monitoring and decisive
actions on pipeline vandalism. The companies should also work with the Federal Government to ensure the implementation of fiscal provisions
in the PIA for the welfare of Host Communities and thus strengthening responsibility for communal ownership of crude oil pipelines.

	9.
	Quasi-Fiscal Expenditure
In 2020, the total sum expended as quasi-fiscal expenditure amounted to US$526.20million (equivalent N176.07billion). These amounts were deducted from Federation’s revenue before remittance without appropriation by National Assembly.
	These amounts were deducted from Federation revenue  before remittance without appropriation by National Assembly.
	National Assembly and NNPC.
	
	There is the need to ensure adequate oversight over the expenditures that are not captured in the National budget.

	10.
	Outstanding Liabilities payable to the federation
The total outstanding taxes payable to FIRS as at 30th September, 2021 was US$79.20million while the total amount of outstanding Federation revenue payable to
DPR as at 31st December, 2020 was US$3.10billion. See Appendix 12 for more details.
	The non-payment of these funds as at when due is a constraint on revenue flow to the Federation.
	Companies, FIRS and DPR
	
	Companies should promptly pay outstanding liabilities while the respective government agencies are to intensify efforts to recover the debt.
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	11.
	Pre-export financing and Project Eagle
A total volume of 1.799 mmbbls crude oil (valued at US$59.225million) and 2.847 mmbbls crude oil (valued at US$116.980million) was lifted from OML 119 (Okono fields)
and sold for Pre-export financing and Project Eagle agreement.
See section 3.2.1.4 of this report. These amounts were for repayment of loans taken in the past to settle Marketers under the Petroleum subsidy scheme, which are being recovered from the monthly Federation revenue proceeds. The circumstances under which the subsidies were incurred and the beneficiaries are not clear.
	The repayment of the loan constitutes a heavy burden on the Federation and a constraint on revenue flow to the Federation.
	NNPC/EFFC
	In 2012, the Pipeline and Products Marketing Company Limited (PPMC) a subsidiary of NNPC, was owing circa US$3.5bn to the suppliers of refined petroleum products.
The debt arose principally as a result of Federation’s delay or inability to refund PPMC subsidy incurred on the sale of the products, value of product losses to pipeline vandalism, costs incurred on security etc.

· To stop the suppliers of petroleum products from taking NNPC to court, NNPC negotiated the debt to US$3B and restructured it under two equal tranches of Pre-Export Trade Finance (PXF 1 for US$1.5B and PXF2 for US$1.5B) loans. The repayment of the loan was secured with 20, 000bopd OKono/Okpoho crude oil productions belonging to NPDC’s OML 119.

· PXF1 has been fully repaid. However, early this year due to protracted challenges with crude oil productions from the Okono/Okpoho fields and the attendant constraints to debt service, the US$665M outstanding on PXF2 loan was converted to the subsequent debt
of Project Eagle loan thereby freeing the initial 20,000bopd of Okono/Okpoho fields.

· The total debt service made on the US$1.5B PXF1 loan till full repayment and all the debt service on PXF2 loan till conversion to Project Eagle was made with the proceeds of NPDC crude oil productions which NPDC would need to recover from NNPC.

· Since the PXF1 & PXF2 loans and the first debt service on the subsequent debt tranche of Project Eagle Loan repaid by NPDC belonged to the Federation, NNPC has obtained approval to recover them from the Federation in a bid
to make NPDC whole. Annual budgetary provisions has been duly approved for the repayment/recovery of the total debt service on PXF1 and 2 and repayment commenced by the Federation
	NNPC should transparently disclose details of the subsidy and the beneficiaries of the payments, in addition to rendering accounts on the loan transaction.The transaction should be extensively reviewed / investigated.
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	12
	NLNG Payments
NLNG Dividend and other related payments remained an issue
in 2020 as payments are being warehoused in NNPC designated bank accounts.
	Funds that can be used in the
development of the Nation may be left idle.
	NNPC and FAAC
	
	NNPC Ltd. should transparently disclose and account for NLNG payments in the Corporation’s Financial Statements while future dividends should be paid to the Federal Government as the investor.

	13
	Transportation revenue Transportation revenue received by NNPC was lumped with other revenues and classified as
Miscellaneous Income. In addition, there was no disclosure of tariff rate and volumes of transported commodities
	Opaqueness in accounting for transportation revenue.
	NNPC and Companies
	
	NNPC Ltd. and the Companies should provide basis and separately report transportation revenue as a line item and not as part of Miscellaneous revenue as currently being practiced.

	14
	Under-recoveries and Value Loss
The total amount of subsidy claim by NNPC in 2020 was NGN133.74billion (US$375.22million), out of which NGN106.99billion (US$300.19million) was
recovered from the Federation in 2020, leaving an outstanding balance of NGN26.74billion
(US$75.03million) to be recovered from the Federation in 2021, through budgetary provision.
There is however no report of an independent validation of these figures.
	Subsidy remains a heavy cost to Federation Revenue remittance.
	NNPC/FAAC
	NNPC Response
Following the deregulation in March, it obtained presidential approval to recoup the differential/ loss from the Federation in order to keep marketers whole on volumes already purchased from the Federation (via NNPC) at higher prices. This is to ensure a harmonious implementation of the new pricing policy. Thus, PPPRA duly validated the national PMS stock on March
19, 2020 of 1,649,803,803.06 and the value/ loss differential due to the downward revision of price amounted to NGN 32,092,512,643.16.

NNPC then phased the recovery of this amount over a period of six (6) months (N5, 348,752,107.19 per month) effective June
2020. The first recovery of deduction was made in June, 2020 and the outstanding amount will be recovered once included in the budget.
	Federal Government should fully deregulate the downstream sector and savings made from the stoppage of the subsidy regime should be used to improve the life of citizens. The PIA is expected to address this issue.

	15.
	Disclosure of transactions that lead to revenue payments

No record was presented for the basis of total
sum of N70.773billion (US$198.561million), being share of equity gas deposited in the NNPC/CBN Gas Revenue Naira Account.
	The audit was not able to ascertain the transactions that led to this payment and therefore raise the issue of transparency.
	NNPC
	NNPC Response
The payment of N70.773billion (US$198.561million) relates to domestic gas sales from NNPC’s JV and PSC participation on behalf of the Federation. Substantial part of the revenue has to do with sale of gas to the Power Sector as evidenced by the payments made by GACN and First Independent Power Limited
	NNPC should properly document transactions leading to revenue payments to ensure complete transparency.
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	16
	Variance in PMS Stock Volumes
There was a huge variance between the volumes of PMS stock reported by NNPC and what was reported by PPPRA. Both entities could not provide any explanation for the variance.
	
	
	
	NMDPRA should investigate the discrepancy in the PMS stock volumes reported by NNPC and PPPRA.



image3.png




image4.png




image5.png




image1.png




image2.png




