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ABOUT THE NIGERIA NATURAL RESOURCE CHARTER  
 

A Natural Resource Charter (NRC) is a set of principles intended for use by governments, 
societies, and the international community to determine how best to manage natural resource 
wealth for the benefit of current and future generations of citizens. The charter’s 12 precepts cover 
the different kinds of decisions and policies that are required to successfully govern a petroleum 
sector. 
 
The Nigeria Natural Resource Charter (NNRC) implements the NRC in Nigeria. It is a non-profit 
policy institute that promotes the effective management of natural resources for public good. It is 
led by an esteemed panel of experts on natural resource governance that convenes on a biannual 
basis to analyse the governance issues relating to the petroleum sector in the country.  
 
What is the NRC? 
 
The charter does not prescribe specific approaches, but instead identifies 12 broad ‘precepts’ that 
cover the main decisions required to transform assets under the ground into development above 
ground. 
 

•  Precept 1: Strategy, legal framework, and institutions: resource management should 
secure the greatest benefit for citizens through an inclusive and comprehensive national 
strategy, clear legal framework, and competent institutions. 

 

•  Precept 2: Transparency and accountability: resource governance requires decision 
makers to be accountable to an informed public. 

 

•  Precept 3: Exploration, licensing, and monitoring operations: the government should 
encourage efficient exploration and production operations and allocate rights 
transparently. 

 

•  Precept 4: Taxation and other company payments: tax regimes and contractual terms 
should enable the government to realise the full value of its resources consistent with 
attracting necessary investment and should be robust to changing circumstances. 

 

•  Precept 5: Local impacts: the government should pursue opportunities for local benefits 
and account for, mitigate, and offset the environmental and social costs of resource 
extraction projects. 

 

•  Precept 6: State-owned enterprises: nationally owned companies should be 
accountable, with well-defined mandates and an objective of commercial efficiency.  

 

•  Precept 7: Investing for growth: the government should invest revenues to achieve 
optimal and equitable outcomes for current and future generations. 

 

•  Precept 8: Expenditure volatility: the government should smooth domestic spending of 
revenues to account for revenue volatility. 
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•  Precept 9: Public spending: the government should use revenues as an opportunity to 
increase the efficiency of public spending at the national and sub-national levels. 

 

•  Precept 10: Private sector development: the government should facilitate private sector 
investments to diversify the economy and to engage in the extractive sector. 

 

•  Precept 11: Role of extractive companies: companies should commit to the highest 
environmental, social, and human rights standards and to sustainable development. 

 

•  Precept 12: Role of international community: governments and international 
organisations should promote an upward harmonisation of standards to support 
sustainable development. 

 
About the Benchmarking Exercise Report (BER) 
 
This report is the fourth in a series of BERs produced by the NNRC carried out to provide an 
assessment of the governance of Nigeria’s petroleum wealth. Three previous exercises were 
conducted and published in 2012, 2014, and 2017 respectively. This BER uses the NRC 
framework developed by a diverse set of internationally renowned experts on natural resource 
management to conduct detailed and contextual assessments of the country’s oil and gas 
industry. It analyses the governance of petroleum wealth in Nigeria and identifies crucial changes 
that have taken place in the sector since the last benchmarking exercise was conducted. 
 
For the 2019 edition, the NNRC entered into a partnership with a consortium of Civil Society 
Organisations (CSOs) comprising of the Centre for Public Policy Alternatives (CPPA), We the 
People: Centre for Social Studies and Development (CSSD), the Centre for the Study of the 
Economies of Africa (CSEA), the Centre for Social Justice (CSJ), and Social Action (SA).  
 
Who carried out the benchmarking exercise? 
 
The assessment of Nigeria’s performance against these principles was led by a panel of 
independent Nigerian experts on natural resource governance. The panel is composed of former 
government officials, private sector and civil society representatives, and leading academics. This 
multi-stakeholder composition has been essential to ensure the integrity, balance, and scope of 
the panel’s work. 
 
The detailed research on the petroleum sector for this 2019 benchmarking exercise was carried 
out by CPPA, CSJ, CSEA, We the People-CSSD, and SA on behalf of the NNRC. 
 
Oversight and coordination was provided by the Programme Coordinator of the NNRC, Tengi  
Goerge-Ikoli. 
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Expert panel Expertise Expert panel Expertise 

Mr Odein Ajumogobia Upstream issues Mr Tunji Lardner Social issues 

Prof. Asisi Asobie Social issues Mrs Lois Machunga Upstream issues 

Dr OtiveIgbuzor Social issues Prof. Adeola Adenikinju Public finance 

Mr Ademola Adeyemi-Bero Upstream issues Prof. Akpan Ekpo Public finance 

Mr Osten Olorunsola Upstream issues Prof. Ukoha Ukiwo Public finance 

Ms Ronke Onadeko Downstream issues Dr (Mrs) Oby Ezekwesili Social issues 

Mr Sam Daibo Upstream issues Prof. Ode Ojowu Public finance 

 
How was the exercise conducted? 
For each of the 12 precepts, a series of questions was developed using the guide questions 
provided by the benchmarking framework. The questions were categorised according to various 
stakeholder groups in the petroleum sector, including public institutions, oil and gas companies, 
financial institutions, CSOs, research institutions, and industry experts. 
 
A combination of qualitative and qualitative analysis was used to examine data collected from the 
various sources, which served to strengthen or weaken the initially conceived hypothesis. Further 
triangulation of the developed hypothesis allowed existing concepts or positions to be refuted or 
reinforced. 
 
Responses were also analysed and aggregated using a simple average method to provide an 
objective means of assessment in line with the traffic light system adopted for the preceding 
benchmarking exercise. It involved applying equal weights to each question and aggregating the 
responses at the secondary and primary levels to derive the scoring of each precept.  
 
Finally, the research findings were further scrutinised by various stakeholder groups, subject 
matter experts, and the expert advisory panel as part of validation and scoring workshops. This 
subjected the results to additional analysis and resulted in a well-rounded assessment of the 
sector. 
 
For the 2019 edition, the overall precept colours based on the traffic light system remain the same 
as the last BER; however, directional arrows have been reintroduced to signify notable 
developments that have occurred during the review period. Upward- (↑) and downward- (↓) facing 
arrows indicate positive and negative changes respectively. An equal to (=) sign means no 
significant change occurred during the review period. 
  
How can this report be used? 
 
The findings of the report can be used to shape the policy agenda that can be taken forward by 
the government. This BER provides a focal point for public engagement and civic action and acts 
as a reference tool for holding government and key stakeholders accountable for their decision 
making. Each red mark presents an advocacy area which can be taken up by oversight actors to 
work towards improved governance of the petroleum sector.   
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OVERALL PRECEPT SCORES 

Precept 1: Strategy, legal framework, and institutions 

Gaps remain in the institutional and legal frameworks of the oil and gas sector, as none 

of the components of PIB or CAMA (as well as other critical pieces of legislation) have 

been signed into law. Deteriorating domestic refining capacity over the past few years 

makes the reduction of petroleum product imports less likely. While NEITI released a 

publicly available BOR (a step towards transparency), the lack of appropriate legislation 

(CAMA) to back the BOR threatens its efficacy. The government is, however, taking 

steps to implement a gas commercialisation programme to reduce gas flaring and 

emission levels. 

 

 

Precept 2: Transparency and accountability 

Notable changes were observed regarding the disclosure of oil and gas related data, 

which now cover more data points, although timeliness can be improved. More agencies 

under the Ministry of Petroleum Resources also disseminate updated data through their 

website as opposed to the previous benchmarking cycle, when some agencies lacked 

functional websites. In addition, although legal backing to enforce compliance is yet to 

be enacted, a BOR has been released by NEITI. However, during the period under 

review, transformative and anticipated legislation and amendments expected to improve 

access to information and disclosures such as PIGB, CAMA, the Whistle-Blowers 

Protection Bill and the Witness Protection Programme Bill suffered major setbacks and 

are yet to become law. Civic and press freedoms were also threatened, with journalists 

and activists subjected to undue harassment, unlawful arrests, and detention by law 

enforcement agents. 

 

Precept 3: Exploration, licensing, and monitoring operations 

No significant improvements since 2017; some developments with the collection and 

disclosure of data were observed. Still, critical anticipated legislation and amendments 

to existing laws that would enshrine sustainable and equitable licencing practices in the 

oil and gas sector did not become law during the review period. These include the 

Petroleum Industry Administrative Bill (PIAB) and the Environmental Impact 

Assessment EIA Act. The Petroleum Minister still retains discretionary powers over the 

award of licences and attempts to limit those powers were thwarted by the withheld 

assent to the Petroleum Industry Governance Bill (PIGB). 

 

No major bid rounds were conducted during the review period; the absence of much-

needed reforms backed by legislation implies that the licensing process could still be 

abused. 

 

 

Precept 4: Taxation and other company payments  
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There have been some changes since the 2017 Benchmarking Exercise. Nigeria 

continues to operate both a licensing and a contractual regime. The government has 

not totally minimised the use of costly and non-essential investment incentives although 

there have been recent amendments to the Deep Offshore and Inland Basins PSC Act 

of 2004. Reforms to the legal framework and fiscal terms to improve accountability are 

still required. The extractive companies still face multiple taxes and levies while access 

to direct information on fiscal terms in oil and gas contracts remains difficult to obtain. 

 

 

 

 

Precept 5: Local impacts 

No remarkable changes have occurred since the 2017 BER. Key legislation to ensure 

the participation of communities, protect the environment, mitigate costs, respect rights, 

and ensure that communities benefit from extractive projects suffered setbacks in the 

period. Environmental Impact Assessment (EIA) and Social Impact Assessment (SIA) 

processes are still weak; the government agencies responsible for enforcing compliance 

with regulations are still performing below average; and the mechanisms to ensure 

community trust is gained are largely ineffective principally on account government 

institutional weaknesses. Nigeria’s ranking on local impacts falls far below NRC 

recommendations.  

 

 

 

 

Precept 6: State-owned enterprises 

Change in the Nigerian National Petroleum Corporation (NNPC)’s leadership in the 

review period has not altered the corporation’s recent practice of disclosing selective 

unaudited operational and financial information. However, the lack of legal provisions 

mandating such practices raises sustainability concerns. Furthermore, stalled petroleum 

industry reform in the 8th National Assembly leaves firmly left in place several factors 

limiting NNPC’s ability to operate transparently with the objective of being commercially 

viable in a competitive environment. However, changes to NNPC’s funding arrangement 

has improved its ability to meet its joint venture capital obligations. 

 

 

 

 

Precept 7: Investing for Growth  

A key essence of petroleum resource management is to satisfy today’s needs while 

ensuring sufficient savings for future generations and a rainy day. Unfortunately, the 

resource revenue distribution remains skewed in favour of the current generation. The 

share of capital expenditure is low and the debt–revenue ratio has increased to 293%, 

exceeding the 250% level recommended for optimal fiscal sustainability. This 

development implies a high financial burden for future generations. The existing fiscal 

frameworks are comprehensive and emphasise long-term fiscal sustainability. However, 

selective compliance at the federal level and the outright absence of fiscal rules at the 

sub-national level has affected the effectiveness of the fiscal framework. However, a 

key area of improvement is observed regarding the monetary policy. Monetary authority 

interventions have stemmed the negative impact of revenue dependence by moderating 

inflation and exchange rates. This has stabilized the economy and enhanced the 
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economic recovery process, but weakness at the fiscal end has generated a sub-optimal 

economic growth. 

Precept 8: Stabilising expenditure 

Government expenditure has been on an upward trajectory, with the recurrent 

component dominating the expenditure profile. The increase in capital expenditure was 

mainly from debts for infrastructure financing. The debt has also been used in smoothing 

the domestic spending due to revenue volatility. However, there are substantial gaps in 

compliance with fiscal measures to improve savings from resource revenue. The 

Sovereign Wealth Fund (SWF), despite its transparent and effective management as 

well as the increase in the total seed capital, it is still grossly underfunded as compared 

with Norway with around $1 trillion.  By implication, the SWF’s primary objectives and 

functions of economic stabilization through diversification and wealth generation for 

future generations may be underachieved. 

 

 

 

 

Precept 9: Public spending 

There has been no significant improvement in performance against the NRC benchmark 

since 2017. Capital expenditure allocation has been on the increase in nominal terms 

since 2016, reflecting the reflationary policy of the federal government. However, 

without full implementation as has perennially been the case, the objectives of the 

Economic Recovery and Growth Plan (ERGP) on increasing capital projects’ allocations 

and also to improving the quality of capital spending, with a view to attaining a ratio of 

capital expenditure to total budget of 30% to 35% cannot said to have been met. 

Revenue generation shortfall has been identified as one of the key causes of the budget 

realism challenge. The enacted Audit Service Commission Reform Bill (2018) by the 8th 

National Assembly was neither assented to nor declined assent by the President.  

 

 

 

 

 

 

Precept 10: Private sector development 

There have been no overall changes in the outcome of government’s efforts to improve 

the performance of the private sector in the country between 2017 and 2019. Nigeria 

recorded improvement in the Doing Business ranking, but reforms are yet to include all 

stakeholders in the informal sector, while infrastructural deficits remain the largest 

bottlenecks to doing business in the country. The government has taken notable steps 

to improve access to healthcare, although investment in human capital is yet to translate 

to tangible outcomes in human capital indices. Despite affirmative action, the share of 

women occupying decision making positions has reduced in the last few years. 

Nonetheless, steps towards ensuring that women are able to participate in the economy 

are being implemented. The country also recorded notable developments in Nigerian 

content participation in the oil and gas industry. 

 

 

 

Precept 11: Role of extractive companies  
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There were improvements in this regard in the period under review. Notably, 
multinational oil companies have continued to initiate programmes and interventions to 
engage affected communities and contribute to national development. However, the 
level of engagement with affected communities is limited by the fact that Nigeria’s EIA 
Act and other legislations do not specifically make such engagements a mandatory 
requirement. Even when communities attempt to utilise the limited opening for public 
participation in the EIA Act, they are confronted with systemic challenges including their 
capacity to engage and contribute given their limited knowledge and understanding.  

In terms of benefit transfers, local content promotion policies have been integrated into 
oil industry practices as a way of ensuring that locals and the national interest benefits 
from the oil industry beyond direct revenue payments. However, the extent of 
compliance and enforcement is still substantially limited.  

The main oil companies operating in Nigeria have all produced strict policies on 

corporate integrity, especially against corruption. Measures have been put in place to 

ensure these policies are relevant to all staff and partners of the companies. 

 

 

 

 

 

 

Precept 12: Role of the international community 

Despite the roll-back from the repeal of the Dodd-Frank Act in 2017, there have been 

some significant improvements in the efforts by international community in promoting 

upward harmonisation of standards to support sustainable development in resource 

countries. While the 2017 the NNRC report noted lack of enforcement mechanism in 

the standards promoted by the international community, the 2019 Benchmarking 

Exercise Report (BER) revealed significant efforts at ensuring compliance of resource 

projects to international best practices and standards with mechanisms to monitor 

implementation. 
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PRECEPT 5: MANAGING LOCAL IMPACTS 
 

 
 

 

Natural resource projects can have significant positive or negative economic, 

environmental, and social effects, which should be identified, explored, accounted for, 

mitigated, or compensated for at all stages of the project cycle. The decision to extract 

should be considered carefully. 

 

Overall precept score  

Precept 5: Local impacts  

No remarkable changes have occurred since the 2017 BER. Key legislation to 

ensure the participation of communities, protect the environment, mitigate costs, 

respect rights, and ensure that communities benefit from extractive projects 

suffered setbacks in the period. Environmental Impact Assessment (EIA) and 

Social Impact Assessment (SIA) processes are still weak; the government 

agencies responsible for enforcing compliance with regulations are still 

performing below average; and the mechanisms to ensure community trust is 

gained are largely ineffective principally on account government institutional 

weaknesses. Nigeria’s ranking on local impacts falls far below NRC 

recommendations.  
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Overview of the questions and ratings 

5.1 TRUST 

5.1.1 Does the government ensure that affected communities meaningfully participate 

in decision making about resource projects?  

5.1.2 Does the government ensure that affected communities have realistic 

expectations about the impacts of resource projects?  

5.1.3 Does the government ensure that there are credible and effective dispute 

resolution procedures for affected communities?  

5.1.4 Does the government ensure that government and private security providers 

related to resource projects do not use excessive force?  

5.1.5 Does the government ensure that the rights of indigenous people are protected?  

5.2 IMPACT ASSESSMENT 

5.2.1 Does the government use before deciding to open an area to exploration and 

production activities?  

5.2.2 Does the government use environmental and socioeconomic impact 

assessments to inform decision making at all stages of the resource project?  

5.3 COST MITIGATION 

5.3.1 Does the government favour prevention over minimisation and avoid practices 

that require compensation and resettlement?  

5.3.2 Does the government set and enforce effective environmental, social, and health 

regulations?  
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5.3.3 Does the government require companies to develop environmental mitigation 

management plans and does it ensure that these plans are followed?  

5.3.4 Does the government require companies to develop effective disaster response 

plans?  

5.3.5 Does the government effectively allocate responsibility for the execution and 

financing of project closure and land rehabilitation?   

5.3.6 Where social and environmental costs are unavoidable, does the government 

ensure that there is adequate compensation?  

5.3.7 Where resettlement is unavoidable, does the government ensure that 

resettlement provides adequate redress?  

5.4 LOCAL BENEFITS 

5.4.1 Does the government ensure companies come to an agreement with affected 

communities as to how companies will deliver community benefits?   

5.4.2 Does the government encourage companies to direct employment and 

procurement opportunities towards affected communities?  
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Summary of key findings  

Trust 

•  There are no defined, deliberate, and enforceable frameworks created by any tier of 
government with the goal of ensuring that affected communities participate 
meaningfully in decision making on resource projects. This has meant that the free, 
prior, and informed consent of communities is not sought or obtained. Where efforts 
are made in this regard, they are discretionary and ‘after the fact’. EIA requirements 
and the Land Use Act do not reasonably prioritise consultation with communities. The 
Host Communities component of PIGB which could have addressed these gaps and 
increased trust, did not make much progress in the period under review. Similarly, the 
NPP, which articulates the government’s vision in the petroleum sector and promises 
to increase the participation of affected communities, did not take widespread effect in 
the period.  

Impact assessment  

•  While the EIA regulations are fairly adequate to ensure environmental protection and 
mitigation of negative effects, the extent to which the government integrates this 
process into decision making on resource projects is limited. A major reason for this is 
the fact that there are several gaps in governments monitoring and control of the EIA 
process to the extent that it is possible for it to be circumvented by resource companies 
that desire to do so. Government agencies responsible for approving oil and gas sector 
projects lack the technical and financial capacity to monitor and enforce compliance. 
Closely related to this is the fact that EIA laws do not recognise communities as critical 
stakeholders in the conduct of assessments. As a result of this, communities are 
alienated from the process and their role is at best passive. 
 

•  Pre-resource project assessments are principally limited to environmental impacts. No 

social impact assessments are required or conducted for resource projects.  

Mitigation  

•  While Nigeria’s EIA Act requires that project proponents present plans for mitigating 
adverse impacts of their proposed projects, there is no strong evidence indicating that, 
in taking decisions over resource projects, the government prefers the option of 
preventing costs over compensation and minimisation of such negative costs. In at least 
one instance (that of routine gas flaring), the government seems more inclined to 
impose fines and extend flare-out targets than to enforce its own flare-out dates. The 
capacity of government regulatory agencies to enforce sanctions and carry out their 
functions appropriately is grossly limited, principally on account of capacity and funding 
constraints.  
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•  In the period under review, two critical pieces of legislation that could have 

strengthened the ability of government agencies to enforce regulations were denied 
assent by the President of Nigeria—PIGB and the NOSDRA Amendment Bill. PIGB 
recommended the establishment of a new regulator, the NPRC, charged with regulating 
the entire industry, effectively replacing the current DPR; while the NOSDRA 
Amendment Bill emphasised increased enforcement of fines and penalties for polluters, 
as well as giving NOSDRA the power to enforce these penalties and fines and to inspect 
and monitor the decommissioning of oil facilities. 
 

Local benefits 

•  Government-superintended systems of benefit transfer to communities (including the 
NDDC, the Ministry of Niger Delta Affairs, the 13% derivation fund, and ecological 
funds) have failed to ensure that communities adequately benefit from natural resource 
earnings. While Nigeria’s local content requirements holds great promise for greater 
benefit transfers, its actual application is weak. In contrast, oil company global 
memorandum of understanding (GMOU) structures created with the participation of 
communities are fast becoming the most effective routes for benefit transfers and 
participation. Unfortunately, the fact that the agreements are non-binding in many 
instances, and their implementation discretionary, is a significant weakness.  
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Old response: No 
New response: No 

UPDATE STATUS: Additional information included  
 

There are no defined, deliberate, or enforceable frameworks created by the government with the 

goal of ensuring that affected communities participate meaningfully in decision making on 

resource projects. The implication of this is that, in many cases, the free, prior, and informed 

consent of affected communities is not sought or obtained. In the few instances where affected 

communities play a minimal role in decision making, it is limited to decisions on strategies for 

benefit transfer and is hardly ever at the initiative of the government; rather, it is that of the private 

resource company. Where such company initiated interactions exist, it is scarcely meaningful or 

in-depth and mostly reflects the predetermined frameworks of the company.  

 

Nigeria’s Environmental Impact Assessment (EIA) Act is the furthest legislation on pre-resource 

project engagements with a broad spectrum of stakeholders. The act makes it mandatory for 

proponents of projects to carry out a study and produce a report clearly showing that the project 

being proposed will not cause harm to the environment or, where the opposite is the case, clearly 

describing the measures to be undertaken to prevent, reduce, or control the adverse impact on 

the environment.  

 

With the knowledge of the impact of oil activities on the environment which resource-affected 

communities depend on for their livelihood, Nigeria’s EIA Act is gravely deficient as an instrument 

for ensuring the meaningful participation of communities. The act is sternly limited in providing 

opportunities for the consultation of affected communities as it does not require companies to 

consult communities on resource projects. 

 

Section 11 of the act recognises only the state and local government area where the resource 

project is located. It requires that, where the environment is likely to be significantly affected by a 

project, the affected state or local government area should be notified. It also prescribes ‘timely 

consultations with the affected state or local government’. This clearly alienates affected 

communities from any form of meaningful engagement.  

 

Other sections of the EIA Act that permit passive participation in the form of providing comments 

on the outcome of the EIA process fail to specify resource-affected communities as part of the 

groups provided with the opportunity to make such comments by the agency. It lists ‘government 

agencies, members of the public, experts in any relevant discipline, and interested groups’ without 

5.1 Trust 

5.1.1 Does the government ensure that affected communities meaningfully participate in 
decision making about resource projects? 
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recognising communities as a key stake-holding group. Evidently, the provisions of Nigeria’s EIA 

Act are inadequate in providing opportunities for meaningful participation by affected 

communities. It goes further to weaken the stake of communities while promoting the importance 

of the federal, state, and local governments. These insufficient EIA requirements have 

inadvertently provided a rationale for the neglect of community concerns in decisions regarding 

resource projects by companies, while also making affected communities feel like outsiders in 

matters in which they should ordinarily be full participants. It has been argued that this neglect is 

partly responsible for the often belligerent disposition of resource-affected communities.  

 

It can of course be argued that affected communities can realistically participate as members of 

the public in the EIA process. While this is largely true, the fact is that if affected communities had 

been specifically mentioned, a case could then be made for the adoption of local means of 

communication in EIA processes, as well as for the translation of EIA reports into common 

languages. The current situation is that community participation is significantly hampered on 

account of language and capacity barriers.  

 

A good opportunity for involving affected communities in decision making processes regarding 

resource projects would have been at the point of acquiring and securing lands needed for such 

projects. Unfortunately, that opportunity has been eroded by another piece of Nigerian legislation, 

the Land Use Act of 1978. The act vests the ownership of all lands in the government and gives 

it powers to allocate them as it deems fit. As a result, resource companies are only obligated to 

engage the government for the acquisition of land for their projects, not the communities where 

those projects will be established. Available information indicates that some companies still initiate 

a semblance of consultation with communities after they have secured their lands and rights to 

establish resource projects, but this level of consultation only happens ‘after the fact’, when the 

decision has already been taken, and mainly focuses on conflict mitigation and benefit-sharing.  

 

A recent example is the plans by the Federal Government to reallocate oil blocs with ownership 

tenures that have expired. There is no requirement or plan to engage communities in the decision 

of how the blocs are allocated.  

 

In the period under review, there were no changes to the above two legal frameworks, which are 

clearly inadequate to address the issue of community participation in decision making on resource 

projects.  

 

However, there were indications that the government recognises the need for greater involvement 

of communities in decision making regarding resource projects. In July 2017, the Federal 

Executive Council (FEC) approved the National Petroleum Policy (NPP). The policy articulates 

the vision of the Federal Government of Nigeria for the petroleum sector, sets goals and 

strategies, and promotes a level playing field between state-owned enterprises and the private 

sector: ‘The policy recognizes the negative impacts of the oil industry to the livelihood and local 

communities. The government seeks to address these impacts through regulatory measures such 

as refineries, gas flare commercialization and community engagement.’  
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The policy states that the government recognises that the Niger Delta region has suffered from 

the effects of petroleum developments and that it must share in the benefits of hydrocarbons 

exploitation. It states further that, in accordance with the above, the government will develop a 

Niger Delta-wide model with the intention of involving Niger Delta communities directly in 

infrastructure, social, and petroleum developments in their local community areas. 

 

The proposals in the National Petroleum Policy (NPP) set clear commitments for community 

participation in the Nigerian petroleum sector. Unfortunately, in the period under review there 

were no substantial actions taken to realise them. However, a similar policy in the gas sector, 

approved by Nigeria’s Federal Executive Council (FEC) on 28 June 2017, does not provide similar 

opportunities for affected communities. A review of the NGP shows that there are no provisions 

for affected communities to meaningfully participate in decision making frameworks for gas 

exploitation in Nigeria. 

 

In the period under review, there have continued to be calls from different segments of the society 

for the Federal Government to allow communities in the ‘Niger Delta participate actively in equity 

ownership of petroleum operations, noting that this will create jobs and robust economy in oil 

bearing communities.’ There have also been calls for a review of the Land Use Act to give room 

for community participation and ownership of petroleum operations in their areas.  

 

Concerns have also been raised about the utilisation of MOUs in several communities as a 

strategy for community participation and benefit-sharing. While this framework generally holds 

great prospects for establishing trust between companies and affected communities, affected 

communities in some instances have continued to complain about exclusion and demand that 

they be included in the decision making processes in the sector. According to HOSTCOM, the 

umbrella organisation of oil extraction communities, they ‘should be directly involved in the 

management of their resources to give them sense of belonging.’ 

 

In the review period, no significant progress was made by the government to ensure that affected 

communities have greater participation in decision making processes.  

 

 

Information sources 

https://guardian.ng/news/nigeria-to-renew-oil-blocks-licences-in-q1-says-kachikwu/ 

https://guardian.ng/business-services/host-communities-to-participate-in-oil-block-allocations-under-
new-policy/ 

www.petroleumindustrybill.com/wp-content/uploads/2017/07/National-Petroleum-Policy-Approved-by-

FEC-in-July-2017.pdf 

http://thepetronomics.com/wp-content/uploads/2017/10/national-gas-policy-summary-FINAL.pdf 

www.vanguardngr.com/2018/06/1006354/ 

www.vanguardngr.com/2018/07/hostcom-demands-inclusion-in-petroleum-operations/ 



  

16 
 

 
 
Old response: No 
New response: No 

UPDATE STATUS: Additional information included  
 

The closest semblance to a legal requirement to communicate expectations with affected 

communities is contained in Nigeria’s EIA Act. Section 11 of the act requires notification and 

consultation with the affected state and local government area of the proposed activity if the EIA 

report indicates that the environment is likely to be significantly affected by it. However, the act 

does not specifically stipulate communication with the affected community, but limits it to the state 

and local government area.  

 

Unfortunately, there are no frameworks that require that the government provide information and 

set reasonable expectations concerning the costs and benefits of extraction at all project stages 

(exploration, development, operation, and closure); neither are there any frameworks requiring 

resource companies to initiate such communication with affected communities. The consequence 

of government’s lapses in managing the expectations of local communities is evident in the 

belligerent relationship between the government, resource companies, and affected communities.  

 

In the period under review, the government did not make significant progress in ensuring that 

affected communities have reasonable expectations of resource projects. One example is the 

promise by the Federal Government on the construction of modular refineries in communities, 

and the processes of awarding licences to members of communities. Research interviews reveal 

that the expectation of communities is drastically different from the realities of the project policy. 

Communities expect that each cluster will have at least one such modular refinery facility to be 

supported by the government. In fact, the Federal Government said through the Vice-President 

that, through the new modular refineries’ initiative, oil-producing communities will be made to 

acquire stakes in refineries that are set up in their localities. The federal and state governments 

will have some stake, as well as private investors. This promise of direct ownership and benefits 

has not been quite realistic and is not supported by available information and practical guidelines. 

Based on this erroneous expectation, former illegal artisanal refiners have banded into 

cooperatives, waiting to be engaged by the Federal Government.  

 

A similar instance of the government’s failure to adequately manage the expectations of resource-

affected communities is the clean-up activities by HYPREP in Ogoni Land. According to a 2018 

report published by the Centre for Environment Human Rights and Development, the Ogoni 

communities have very high (and unsubstantiated) expectations of the clean-up project that goes 

beyond the cleaning up of oil spills and environmental remediation. Research also reveals that 

most community members expect that the clean-up project will provide a large number of jobs, 

monetary compensation, etc. The government has not adequately engaged the communities and 

kept them informed of the realities of the project and the mandate of the clean-up. This incorrect 

5.1.2 Does the government ensure that affected communities have realistic expectations 
about the impacts of resource projects? 
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expectation is already causing conflict in Ogoni Land and popularising negative perceptions about 

the clean-up.  

 

In the Aje oil field around Badagry, Lagos State, where Yinka Folawiyo Petroleu m is carrying out 

offshore extraction activities, the expectations of the affected communities are far higher than 

what the company can possibly meet. To a large extent, the communities expect the company to 

effectively replace the government in the provision of amenities. Similar examples of unrealistic 

expectations stemming from inadequate communication with affected communities abound in 

resource areas.  

 

It is important to note that, in many oil-producing communities in Nigeria, the government 

presence is at best minimal. Residents off these communities have tended to turn to the oil 

companies for their demands for development, pressuring business interests to provide 

development benefits that should ideally be provided by the government.  

 

 
 

 

 
 
Old response: No 
New response: No 

UPDATE STATUS: Additional information included  
 

There are no clearly defined or established government superintended structures for dispute 

resolution for affected communities within the context of resource project. However, the EIA Act 

creates a weak and passive framework for resolving disputes related strictly to EIA. It states that 

where (a) a project is likely to cause significant adverse environmental effects that may not be 

‘mitigatable’; or � (b) public concerns respecting the environmental effects of the project warrant 

it, then ‘… the parties who are directly affected by or have a direct interest in the project have 

been identified and are willing to participate in the mediation through representatives.’ 

 

Research indicates that communities have little confidence in the ability, impartiality, or 

willingness of regular judicial processes in Nigeria to efficiently resolve dispute between resource-

affected communities and oil companies. The perception is that, in any such case, the oil 

companies will be unduly favoured no matter the circumstances, and even if they are found 

culpable, such judgement will not be enforced. This thinking has greatly limited the level of trust. 

Information sources 

www.energymixreport.com/fg-states-communities-acquire-stakes-modular-refineries-osinbajo/ 

https://cehrd.org.ng/index.php/reports/human-rights-and-governance/human-rights/item/146-

communities-perceptions-of-the-ogoni-clean-up-project 

 

5.1.3 Does the government ensure that there are credible and effective dispute resolution 
procedures for affected communities? 
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An indication of this is the fact that increasingly, more affected communities are seeking judicial 

remedies abroad, especially in the home countries of resource companies where they believe the 

judicial processes work better.  

 

Dispute resolution as it relates to affected communities often follow an ad hoc pattern, where the 

government only react when conflicts have escalated and threaten the extraction and transport of 

resources. This was the case from the 1990s to 2009, when agitation by affected communities 

was mismanaged until it led to outright conflict and drastic cuts in Nigeria’s oil outputs. The same 

ad hoc model played out in 2016, when an amorphous armed group called the Niger Delta 

Avengers began attacking oil installations in the region. It was only at this stage of escalated 

belligerence that the Federal Government initiated consultations towards addressing the conflict. 

Ironically, it seems the only available and effective strategy to demand conflict resolution is to 

demonstrate an ability to otherwise significantly escalate the conflict.  

 

One major strategy utilised by the government to resolve conflict is the engagement of elder 

statesmen from the Niger Delta region. The processes chiefly involve working closely with 

respectable community leaders from the region to negotiate terms for resolving conflicts. This 

strategy was effectively used in 2009 to check the belligerence of the Movement for the 

Emancipation of the Niger Delta, and again in 2016 to negotiate a ceasefire with the Niger Delta 

Avengers. This conflict management mechanism has proved effective in ensuring peace.  

 

 
 

 

 
 
Old response: No 
New response: No 
 
UPDATE STATUS: Additional information included  
 

There are no legal or policy frameworks that stipulate the level of force to be deployed in the 

context of resource projects. However, it is the standard policy of the Government of Nigeria 

chiefly to use the Nigerian Army or a combination of the armed forces called the Joint Task Force 

(JTF) in security issues regarding resource project sites. Historically, these security operatives 

have been involved in rights abuses and outright killings. Famous examples include Odi in 

Bayelsa State, where army reprisals saw the sacking of an entire community and the mass murder 

of villagers. Other examples of deployment of excessive force include Umuechem Community 

and Ogoni in the 1990s.  

 

Information source 

http://extwprlegs1.fao.org/docs/pdf/nig18378.pdf 

5.1.4 Does the government ensure that government and private security providers related to 
resource projects do not use excessive force? 
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Research reveals that this pattern has largely remained the same to date. There have been at 

least three recent incidents in 2019 when the army invaded communities in Rivers and Bayelsa 

States, killing civilians and burning houses and properties. In July 2019, the JTF invaded a 

community in the Degema local government of Rivers State, torching 15 houses and killing at 

least one person. Petitions to the government to address the carnage were not responded to. A 

similar incident occurred in Ohaji-Egbema in June 2019, when soldiers stationed at a Seplat 

facility in Umuokpo Community shot at community members, including elderly women, who were 

protesting poor benefit-sharing and environmental pollution.  

 

The Nigerian Security and Civil Defence Corp is mandated to carry out surveillance over resource 

projects as well as secure petroleum pipelines from vandalism. In carrying out this responsibility, 

the overt emphasis is on the protection of oil installations, not on ensuring that the rights of the 

people on resource project sites are not abused.  

 

The Voluntary Principles on Security and Human Rights is a set of principles designed to ensure 

the safety and security of an extractive company’s operations within a framework that guarantees 

respects for human rights. In the Nigerian context, it has the potential to create multi-stakeholder 

platforms to ensure peace, respect for human rights, and limitations to the use of force by security 

operatives. In 2018, the Voluntary Principles Initiative Steering Committee visited the Nigerian 

government and invited it to join the 11 countries who have already signed on to the principles. 

The government remains undecided about signing on. It is important to note that several of the 

oil companies operating in Nigeria have already subscribed to the principles. Ordinarily, this 

should create an opportunity for close collaboration on the use of force and respect for human 

rights if Nigeria were to join the Voluntary Principles.  

 

 
 

 

 

 

 

 
 
Old response: No 
New response: No 

Information sources 

https://medium.com/@Saatah/the-nigerian-terror-state-and-its-armed-wing-8a721c1c4751 

http://nigerianewsday.com/2017/07/28/3786/ 

https://guardian.ng/news/rivers-community-demands-probe-on-jtf-invasion/ 

http://nscdc.gov.ng/nscdc-act/ 

www.lite-africa.org/index.php/programmes/past-projects/ausaid-a-call-to-action-voluntary-principles-
project 

 

5.1.5 Does the government ensure that the rights of indigenous people are protected? 
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UPDATE STATUS: Additional information included  
 

Under Nigerian laws principally the Land Use Act, ownership is vested in the Federal Government, 

the free, prior, and informed consent of indigenous people in resource sites are not sought before 

the commencement or during the life of resource projects. Such negotiations are limited to the 

Federal Government and the oil companies.  

 

Research in communities where new resource projects are being implemented and expanded 

reveals that the requirement to respect the rights of indigenous people through seeking their free, 

prior, and informed consent is still not complied with. In one instance, food crops planted at a farm 

in Delta State marked for a resource project were destroyed to make way for the project.  

 

In several instances, indigenous communities have expressed concern over rights abuses 

occasioned by the activities of extractive companies. A recent report by Amnesty International 

reveals that Shell and Eni are violating the environmental and livelihood rights of indigenous 

people by taking weeks to respond to reports of spills and publishing misleading information about 

the cause and severity of spills, which may result in communities not receiving compensation. 

Another community in the Niger Delta is suing Eni in Italy over environmental pollution. 

 

Respect for the rights of indigenous people is seriously limited by the continued failure of the 

Nigerian government to approve the United Nations Declaration on the Rights of Indigenous 

Peoples. The declaration affirms the rights of indigenous people to the enjoyment of rights and 

freedoms. It establishes a universal framework of minimum standards for the survival, dignity, and 

wellbeing of indigenous peoples. While 144 countries voted in support of the declaration, Nigeria 

was among the 11 countries that abstained from voting. If adopted, the declaration will require 

that Nigeria enacts domestic laws that ensures respect of the rights of indigenous people. Nigeria 

has made no progress in this regard.  

 

  

Information sources 

www.amnesty.org/en/latest/news/2018/03/nigeria-amnesty-activists-uncover-serious-negligence-by-
oil-giants-shell-and-eni/ 

www.foeeurope.org/nigerian-community-oil-pollution-eni-lawsuit-090118 

www.un.org/development/desa/indigenouspeoples/declaration-on-the-rights-of-indigenous-

peoples.html 
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Old response: No 
New response: No 
 
UPDATE STATUS: No additional information included 
 

A Strategic Impact Assessment (SIA) examines the broader benefits and costs of licensing new 

resource projects. It assesses the overall readiness of the government to oversee those projects 

to generate maximum benefits, as well as the extent to which it aligns with the development policy 

of the government. Ideally, an SIA is carried out prior to the inception of the project.  

 

Unfortunately, there are currently no laws or regulations in Nigeria that require the conduct of an 

SIA, with all its implications, before the implementation of a resource project. The government’s 

failure in this regard has resulted in the inability of state agencies (including regulators) to 

adequately manage resource projects for the benefit of the people.  

 

 

 
 
Old response: Yes/No 
New response: Yes/No 
 
UPDATE STATUS: Additional information included  
 

Nigerian laws provide for the conduct of an EIA prior to the commencement of resource projects. 

This requirement is documented principally in Nigeria’s EIA Act 1992. Unfortunately, there are no 

requirements for the conduct of socioeconomic impact assessments prior to resource projects.  

 

Provisions requiring EIAs are also documented in the Land Use Act, the Federal Environmental 

Protection Agency (FEPA) Act, and EGASPIN 2002. The 2017 BER Report details the relevant 

contents of the acts. In EGASPIN, for instance, a requirement of DPR is that proponents of 

resource projects submit a report setting out the potential biophysical impacts of the project (as 

well as appropriate measures to prevent or mitigate the impacts of the project) before giving an 

operating permit to commence those projects. Similarly, Section 21 of the EIA Act requires that 

the outcome of the EIA process should be integrated into planning the resource project through 

providing alternatives or for mitigating negative impacts.  

 

5.2 Impact assessment 

5.2.1 Does the government use strategic impact assessments before deciding to open an 
area to exploration and production activities? 

5.2.2 Does the government use environmental and socioeconomic impact assessments to 
inform decision making at all stages of the resource project? 
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The prevailing EIA requirement in Nigeria includes criteria for the analysis of cumulative impacts. 

This is well stated in the EIA Act 1992. For instance, Section 4(d) states that ‘an assessment of 

the likely or potential environmental impacts on the proposed activity and the alternatives, 

including the direct or indirect cumulative, short-term and long-term effects, shall be provided for.’ 

 

According to the Environmental Assessment Department of the Federal Ministry of the 

Environment, there is a routine Environmental Compliance Monitoring Exercise conducted 

annually on facilities that have attained the EIA closed-out status as well as on facilities with valid 

Environmental Audit (EAU) approval. According to it, ‘the objectives of this exercise include but 

not limited to ensuring that the conditions of the EIA close-outs as well as the EAU are carried out 

including the implementation of the Environmental Management Plan to sustain the continuous 

improvement of environmental performance of the facility.’  

 

This process essentially provides the Federal Ministry of the Environment with up-to-date 

information with the compliance status of each resource project even after EIA have been 

approved. This provision indicates that there is a framework which ensures compliance with EIA 

from the point of exploration to closure. 

 

Unfortunately, communities and indigenous landowners are not recognised as a distinct group 

required to be engaged in the EIA processes. Nigeria’s EIA Act clause permitting the participation 

of the public is the only opening for communities to participate. However, even this limited opening 

is challenging, given the educational level and interest of community people. EIAs are not 

produced in local languages to enhance accessibility to affected communities. Similarly, Section 

11(1a) of the EIA Act (which specifies the manner of response to an EIA revealing the environment 

is likely to be significantly affected by a proposed project) only requires that the affected local and 

state government be notified. It makes no mention of informing the affected communities.  

 

Nigerian environmental regulatory frameworks require that resource proponents secure 

consultants to conduct their own EIA. While it is not mandatory for EIAs to be conducted by an 

independent third party, the EIA Act provides for an elaborate process of verification and review. 

Upon the submission of the EIA report, the responsible agency examines and makes same 

available to government agencies, members of the public, experts in any relevant discipline, and 

interested groups. It also provides for the establishment of a review panel which holds public 

meetings open to the participation of all stakeholders. 

 

There is a regulatory provision requiring EIA reports to be made publicly available under the EIA 

Act 1992. Particularly, Section 7 of the act prohibits the agency from making a decision on an 

activity for which an EIA statement has been produced until members of the public have been 

given an opportunity to make comments on it. A provision to make EIAs publicly available is also 

contained in the FEPA Act Section 6(b). This also applies to DPR in the natural resource sector, 

as required under EGASPIN 2002. In practice, however, the relevant agencies have insufficient 

capacity to publish and maintain access to such reports in a timely manner, even on their 

websites.  
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Despite the available stipulations, actual compliance is at best lethargic. Research reveals that 

there are cases where resource projects are started before the conclusion of an EIA process. In 

another community, an EIA report was plagiarised from another country and presented as 

reflecting  assessment of an environment in a Nigerian community. Evidence from visits to 

communities also indicates that, where existing resource projects are being expanded in size, 

EIAs are often not conducted even when the extensions have significant environmental, social, 

and economic impacts.  

 

While the EIA regulations are fairly adequate to ensure environmental protection and mitigation 

of negative effects, the extent to which the government integrates this process into decision 

making on resource projects is limited. A major reason for this is the fact that there are several 

gaps in governments monitoring and control of the EIA process to the extent that it is possible for 

it to be circumvented by resource companies that desire to do so.  

 

 

 

 
 

 
 
Old response: No 
New response: No 
 
UPDATE STATUS: Additional information included 
 

In cost mitigation, best practices require that, when the government is made aware of the overall 

potential impacts of resource projects, it must mitigate the potential environmental, social, and 

health costs of exploration and extraction, either by intervening directly or by influencing the 

activities of the companies involved. Such mitigation efforts should ideally follow a mitigation 

hierarchy which emphasises prevention, minimisation, and compensation in order of preference. 

Faced with the potential of negative effects of a project, the actions of the government should be 

principally focused on preventing that effect. Where this is not immediately possible, it should 

seek means to minimise the negative effect. Compensation to the affected communities should 

be considered the last and least option.  

Information sources 

h�ps://ead.gov.ng/environmental-compliance-monitoring-exercise/ 

www.nigeria-law.org/Land%20Use%20Act.htm 

www.nigeria-
law.org/Environmental%20Impact%20Assessment%20Decree%20No.%2086%201992.htm 

Interviews and Focus Group Discussions with community members  

 

5.3 Cost mitigation  

5.3.1 Does the government favour prevention over minimisation and avoid practices that 
require compensation and resettlement? 
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Nigeria’s EIA Act requires that project proponents present plans for mitigating adverse impacts. 

However, it does not expressly recommend that the mitigation hierarchy be followed. There is no 

evidence indicating that, in taking decisions over resource projects, the government prefers the 

option of preventing costs over compensation and minimisation of such costs. In fact, there is 

significant evidence that the primary strategy utilised by the government in handling costs has 

been through compensation as a first option, rather than prevention. For instance, in dealing with 

the persistent and regular problem of oil spills occasioned by the failure of equipment, the 

government has not been able to strongly insist on proactive measures that ensure such spills 

are mitigated. Companies are allowed to opt for the payment of compensation to the victims rather 

than taking actions aimed at preventing such failure from happening in the first place. Faced with 

oil spills, the routine practice is the payment of compensation. In many cases, this compensation 

is inadequate and irregular. In other instances, companies shirk even this responsibility.  

 

Another example of the approach of the government to managing costs is with the situation of 

gas flaring at oil extraction sites in Nigeria. While the health, environmental, and livelihood costs 

of this practice on communities has been well-documented, the government continues to prefer 

fines over strong sanctions aimed at ending the practice. Over the last three decades at least, the 

government has continued to adjust its flare-out date while flaring continues with all the negative 

costs. Due to the way the fines are structured, the fact that they are paltry, and the inability of the 

government to accurately calculate them, oil companies continue to prefer them to accentuating 

action to end the flaring of AG. It is interesting to note that, while oil extraction communities bear 

all the negative impacts of gas flaring, the fines oil companies pay for flaring are not channelled 

to them.  

 

 
 

 

 
 
Old response: No 
New response: Yes/No 
 
UPDATE STATUS: Additional information included  
 

The following agencies of the Federal Government have varying degrees of responsibility in the 

enforcement of regulations in the oil and gas sector. 

 

Information source 

 https://punchng.com/gas-flaring-persists-as-2020-deadline-nears/ 

 

5.3.2 Does the government set and enforce effective environmental, social, and health 
regulations? 
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The Federal Ministry of the Environment is statutorily mandated to enforce environmental 

standards. The ministry has the mandate to ‘ensure environmental protection, natural resources 

conservation and sustainable development.’ The ministry is also responsible for overseeing EIA.  

 

The National Environmental Standards and Regulations Enforcement Agency Act empowers the 

agency to be responsible for enforcing all environmental laws, guidelines, policies, standards, and 

regulations in Nigeria, as well as enforcing compliance with provisions of international 

agreements, protocols, conventions, and treaties on the environment to which Nigeria is a 

signatory.  

 

DPR has the statutory responsibility of ensuring compliance with petroleum laws, regulations, and 

guidelines in the oil and gas industry. The functions of the agency include ‘ensuring that Health 

Safety & Environment regulations conform with national and international best oil field practice.’ 

 

NOSDRA is responsible for the preparedness, detection, and response to oil spillages in Nigeria. 

The agency also has the task of ensuring compliance with environment legislation in the Nigerian 

petroleum sector. 

 

While there are fairly adequate environmental regulations in the oil and gas sector in Nigeria, as 

well as mentions of health and safety parameters, the major challenge has been the extent of 

their enforcement. It has been argued that government agencies responsible for enforcing 

regulations do not have the capacity, resources, or will to do so. 

 

For instance, it has been observed that DPR lacks the incentive to carry out its function of 

enforcing standards effectively. This is because DPR is faced with a conflict of interest in ensuring 

that health, environmental, and safety standards are followed in the sector, while doubling as the 

agency with the responsibility to oversee the economic regulation of the industry. One of the 

functions of DPR is to ‘ensure timely and accurate payments of Rents, Royalties, and other 

revenues due to the government.’ In this regard, strictly enforcing regulations could lead DPR 

taking decisions that could reduce revenues.  

 

One of the major weaknesses in the enforcement of health and safety standards in the sector is 

the lax and outdated laws meant to deter violations. According to experts, a ‘licensee or lessee 

who fails to comply with the health and safety law is liable on conviction to a fine not exceeding 

NGN 100 or to imprisonment not exceeding 6 months or to both.’ Clearly, this level of punishment 

for violation is not in tandem with best practices, and certainly not enough to ensure compliance 

with available regulations.  

 

A recent report by the Institute for Oil, Gas, Energy, Environment, and Sustainable Development 

of Afe Babalola University, Ado Ekiti, states that ‘the implementation of laws governing 

environmental issues in the Nigerian petroleum industry remained weak, while the agency in 

charge of regulating the industry appears distracted’. The report further states that the 

‘implementation of the regulatory framework for environmental protection in the Nigerian oil and 

gas sector was still very weak.’ 
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The effect of weak regulation of standards on environmental protection is captured in a recent 

report by the International Centre for Investigative Reporting. It reveals cases of large-scale 

pollution in Bayelsa state by Eni. The report reveals the weakness of NOSDRA to enforce clean-

up and remediation in line with the law. 

 

Unfortunately, in the period under review, two critical pieces of legislation that could have 

strengthened the ability of agencies to enforce regulations were denied assent by the President 

of Nigeria: the NOSDRA Amendment Bill and PIGB. The NOSDRA Amendment Draft Bill 

emphasised increased enforcement of fines and penalties for polluters, as well as giving 

NOSDRA powers to enforce penalties and fines and to inspect and monitor the decommissioning 

of oil facilities. Similarly, PIGB was denied assent by the President. The bill recommended 

establishment of a new regulator, the NPRC, charged with regulating the entire industry, 

effectively replacing the current DPR.  

 

 
 

 

 
 
Old response: No 
New response: Yes/No 
 
UPDATE STATUS: No additional information included 
 

As captured in the 2017 BER, the EIA Act 1992 contains imprecise provisions for mitigating 

negative environmental impacts of resource projects without expressly demanding that they 

develop mitigation plans. 

 

According to the act, mitigation is defined to include:  

Information sources 

www.dpr.gov.ng/functions-of-dpr/ 

www.nosdra.gov.ng/index48a648a6.html?page_id=5www.alliedacademies.org/articles/environmental-
crime-liability-of-the-nigerian-government-in-its-oil-pollution-menace-9631.html 

 www.energymixreport.com/health-safety-issues-in-nigerias-oil-gas-sector/ 

 www.vanguardngr.com/2018/12/environmental-standards-regulation-in-nigerias-oil-industry-still-

weak-report/ 

 www.icirnigeria.org/inside-nigerias-oil-rich-community-where-agip-breaks-the-law-endangering-lives-
and-livelihood-of-
residents/?fbclid=IwAR0W7iJLW4tyksrf21n4A9vfp4odhQ1_5hWss_L7Qf78lkj2NsczIrKfSCI 

Stakeholder Engagement with industry experts 

5.3.3 Does the government require companies to develop environmental mitigation 
management plans and does it ensure that these plans are followed? 
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the elimination, reduction or control of the adverse environmental effects of the 

project, and includes restitution for any damage to the environment caused by such 

effects through replacement, restoration, compensation or any other means.  

 

Other policies and regulations also provide for mitigating environmental impacts in the sector.  

 

Under EGASPIN, operators must obtain permits for all aspects of oil-related effluent discharges 

from all point sources (i.e. gaseous, liquid, and solid) and oil-related project development. 

 

The Oil and Gas Pipelines Regulations require a pipeline licence to implement emergency plans 

to ensure prompt and remedial action for protecting the environment. 

 

The Petroleum (Drilling and Production) Regulations require licensees and lessees to adopt 

precautions to prevent pollution and dispose of waste from petroleum operations in accordance 

with applicable regulations, as may be approved by DPR. 

 

Despite the available policies and law, actual enforcement of these regulations are weak. The 

agencies tasked with the responsibility of ensuring that they are enforced are structurally weak, 

technically incapable, and financially unable to carry out their task. This deficiency is evident in 

the inability of many of the regulatory agencies to establish reasonable presence in many of the 

locations where they should be monitoring impacts and enforcing standards. This includes in the 

communities.  

 

 
 

 

 
 
Old response: No 
New response: Yes/No 
 
UPDATE STATUS: Additional information included  
 

NOSDRA is the Federal Government agency responsible for the detection, and response to oil 

spillages in Nigeria. According to the NOSDRA Establishment Act, the objective of the agency 

includes to coordinate and implement the National Oil Spill Contingency Plan for Nigeria. While a 

National Oil Spill Contingency Plan has been developed, approved, and placed within the agency 

framework of NOSDRA, there is no corresponding requirement in Nigerian regulations for 

companies to develop their own disaster management plans.  

 

Information source 

www.lexology.com/library/detail.aspx?g=12565d6d-b473-4335-be0d-1bd34aa0e4de 

 

5.3.4 Does the government require companies to develop effective disaster response plans 
and is it enforced? 
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Despite this gap in extant Nigerian laws and policies, notable multinational oil companies have 

proactively designed their own disaster management plans. For instance, SPDC, in describing its 

spill response plan, says that when a leak is identified, production is suspended and efforts are 

made to contain any spilled oil. According to the company, they regularly test their oil spill 

emergency response procedures and capability to ensure staff and contractors can respond 

rapidly to an incident. 

 

Similarly, Nigeria AGIP Oil says its emergency response measure includes mobilising its in-house 

response team for confirmation and verification of spill sites, containment of the spill, isolation or 

shutdown of the leak point, repairs, clean-up, etc. 

 

Despite the plans oil companies have put in place for quick response to disaster, the reality 

gathered from interviews and community interactions indicates that these efforts are insufficient 

to address the number of disasters that occur, including oil spills and blow-outs. It is sometimes 

days or weeks before the oil company’s emergency team arrives at oil spill locations, by which 

time irreversible damage has already been done. A major weakness in this regard is the fact that 

there are no enforceable standards for disaster response established and monitored by the 

government.  

 

 
 

 

 
 
Old response: Yes 
New response: Yes 
 
UPDATE STATUS: No additional information included 
 

The Petroleum Act and the Oil Pipeline Act contain provisions for the abandonment and 

decommissioning of existing wells. Specifically, these regulations are contained in: 

 

• the Petroleum (Drilling and Production) Regulations; 

• the Oil and Gas Pipeline Regulations; and 

• individual PSCs. 

 

Abandonment is regulated by the Petroleum (Drilling and Production) Regulations. The plugging 

Information sources 

www.shell.com.ng/media/nigeria-reports-and-publications-briefing-notes/security-theft-and-

sabotage.html 

www.eni.com/en_NG/sustainability/environment/response-to-oil-spills/response-to-oil-spills.shtml 

Stakeholder Engagement with community members and industry experts 

5.3.5 Does the government effectively allocate responsibility for the execution and financing 
of project closure and land rehabilitation? 
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or abandonment of a well may only be done with the written permission of the Director of DPR. 

The Director of DPR may direct that no bore hole or well may be plugged or no work may be 

executed except in the presence of an officer of the Ministry of Mines, Power, and Steel.  

 

The holder of the OPL or OML is primarily responsible for all decommissioning costs. Under the 

PSCs, the PSC contractor is required to provide a letter of credit or bank guarantee as security 

for pre-estimated decommissioning costs. Alternatively, the PSC contractors may be required to 

set aside a decommissioning fund in an interest-bearing account. 

 

Nigeria’s EIA Act also contains provisions for clean-up activity after the completion of a project. 

The act defines mitigation to include restitution for any damage to the environment caused by 

adverse environmental effects of projects through replacement restoration, compensation, or any 

other means. EIA reports of projects submitted to DPR must contain detailed plans of how the 

project proponent intends to close the project at the end of its lifecycle. The responsibility for 

project closure lies with the project proponent who is required by law to provide an elaborate plan 

for closing a project. However, the process of project closure does not include the participation of 

affected communities; neither are CSOs or the media engaged in close-out processes. Such 

participation is in line with global best practices and standards. 

 

 
 
 

 
 
Old response: Yes/No 
New response: Yes/No 
 
UPDATE STATUS: Additional information included  
 

Compensation considerations from the government follows two major streams. The first is through 

(a) the creation of development agencies, and the second is through (b) the transfer of additional 

funds to affected areas and other benefits in consideration of the costs borne by resource-affected 

communities. In Nigeria, the following agencies and payments are available: 

 

•  the Ecological Fund; 

•  the 13% derivation fund to Niger Delta states; 

•  the Ministry of Niger Delta Affairs; and 

•  the NDDC.  

 

The second format of compensation is characterised by direct payments to affected communities 

Information source 

https://iclg.com/practice-areas/oil-and-gas-laws-and-regulations/nigeria 

 

5.3.6 Where social and environmental costs are unavoidable, does the government ensure 
there is adequate compensation? 
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and individuals. This mostly happens when there has been a disaster (often associated with 

pollution) that has negatively impacted the community or individuals.  

 

It is important to note that, in Nigeria, the principal legislation on compensation to which other 

legislations make reference to or depend on is the 1978 Land Use Act, now Cap L5 LFN 2004. 

However, the Land Use Act focuses primarily on compulsory acquisition of land and provides for 

compensation in that regard. In its context and content, the Land Use Act does not capture the 

challenges of environmental pollution neither does it provide for scientific and robust methods of 

assessment where pollution and damage are involved. Clearly, there is a lot of confusion in the 

assessment of compensation in instances of compulsory acquisition/compulsory purchase and in 

instances of compensation assessment for damage caused by oil spills. 

 

Research in communities reveals that compensation is irregular and inadequate. In most 

instances where direct compensation is provided, it comes from the multinational oil companies. 

The payments are hardly commensurate with what was lost on account of the pollution. Where 

the NNPC is culpable in pollution, the corporation never takes responsibility or pays 

compensation.  

 

Other government established and supervised compensation schemes meant to ensure the 

transfer of benefits to communities are ineffective. The NDDC, the Ministry of Niger Delta Affairs, 

and the 13% derivation scheme have failed to have any real impact on affected communities. 

Historically, these schemes have become highly prone to corruption and have only benefited a 

select group of elite.  

 

 
 

 

 
 
Old response: No 
New response: No 
 
UPDATE STATUS: Additional information included 
 

There is currently no legal framework that covers resettlement on account of displacement 

associated with resource projects.  

 

Nigeria’s Land Use Act vests ownership of land, resettlement, and compensation in each state of 

the Federation under the state governor. Land use, resettlement, and compensation issues 

therefore fall within the state governor’s authority for commercial, agricultural, and other purposes. 

Information source 

www.stakeholderdemocracy.org/wp-content/uploads/2016/06/New-Compensation-Systems-.pdf 

5.3.7 Where resettlement is unavoidable, does the government ensure that resettlement 
provides adequate redress? 
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The act provides that land legally or customarily occupied before the act came into force could be 

revoked and acquired by the government ‘for mining or oil pipeline purposes with compensation 

restricted to the value of unexhausted improvements at the date of revocation.’ However, the Land 

Use Act does not cover involuntary resettlement that might arise as a result of oil exploration.  

 

The government began a process of developing a national policy for the protection of internally 

displaced persons in 2006. The policy, which has twice been revised in 2009 and 2012, has 

remained a ‘draft’ policy and has not been adopted. The draft National Policy on Internally 

Displaced Persons in Nigeria defines displacement that could arise as a result of resource 

projects as ‘Development-Induced Displacement’. It says this type ‘refers to a situation where 

people are compelled to move as a result of policies and projects implemented to supposedly 

enhance ‘development’’. Examples of this include large-scale infrastructure projects such as 

dams, roads, ports, airports, refineries, and oil and gas installations. If it had gone forward, this 

policy could have created a framework for ensuring effective and adequate resettlement. 

 

In January 2019, the Federal Government announced its intention to adopt the national policy on 

internal displacement. President Muhammadu Buhari announced this at the 2018 National 

Migration Dialogue on ‘Realizing the Sustainable Development Goals for all including migrants, 

refugees and internally-displaced persons.’ It is not immediately clear how far these plans have 

gone and if the policy will take into consideration the displacement occasioned by extractive 

activities.  

 

On 23 October 2009, African States adopted the African Union Convention for the Protection and 

Assistance of internally displaced persons in Africa (the Kampala Convention). The Kampala 

Convention takes an innovative approach by formulating responses tailored to the specifics of 

displacement in Africa. Since ratification, the Kampala Convention has not been domesticated in 

Nigeria, making the legal application of its provisions within the national legal system subject to 

the constitutional firewall and unusable by communities facing displacement.  

 

 

Information sources 

BER (2017) 

www.nigeria-law.org/Land%20Use%20Act.htm 
 
www.dailytrust.com.ng/new-national-policy-on-idps.html 

www.globalprotectioncluster.org/_assets/files/tools_and_guidance/Internal%20Displacement/unhcr-
gpc_reg_framework_idp.pdf 
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Old response: Yes/No 
New response: Yes/No 
 
UPDATE STATUS: Additional information included 
 
The NCDMB was established by the NOGICD Act, which came into effect on 22 April 2010. The 

key thrust of NOGICD is to integrate oil-producing communities into the oil and gas value chain. 

One of the functions of NCDMB is ‘to engage in targeted capacity-building interventions that would 

deepen indigenous capabilities - Human Capital Development, Infrastructure and Facilities, 

Manufactured Materials, and Local Supplier Development.’ Through local content law, a 

framework is created to ensure benefit transfer by companies. More recently, the NCDMB has 

set up the Nigeria Content Intervention Fund aimed at providing a pool of resources dedicated to 

meeting the financing needs of indigenous players in the oil and gas sector.  

 

However, oil-producing communities regularly complain and question the effectiveness and 

extent of application of the local content requirement.  

 

In recent times, sub-national governments have become more involved in the development and 

signing of MOUs between companies and oil-producing communities. In Delta State for instance, 

the governor supported a negotiation process in 2018 that resulted in the signing of an agreement 

between the OML 30 communities and Heritage Oil. In several cases, the MOUs contain plans 

for infrastructural development, educational scholarships, and employment. However, in the case 

of Delta State, when it became apparent that the company had reneged on the MOU, the state 

government did not in turn take action to ensure that the company would abide by the agreements 

they had signed. Unfortunately, these MOUs are not legally binding: compliance is discretionary 

and there are no channels for affected communities to enforce compliance if the agreements are 

violated.  

 

There are other frameworks to ensure that companies transfer benefits to communities. Section 

14(2)(b) of the NDDC Establishment Act specifically stipulates that 3% of the total yearly budget 

of any oil-producing company operating onshore and offshore in the Niger Delta area will be paid 

into the funds of the NDDC. Other frameworks include the Ministry of Niger Delta Affairs. However, 

government enforcement of rules to ensure the transfer of benefits to communities has been 

rather lax. What eventually gets to the affected communities is hardly proportionate to the loses 

and deprivations they endure.  

 

5.4 Local benefits 

5.4.1 Does the government ensure companies come to an agreement with affected 
communities as to how companies will deliver community benefits? 
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Old response: Yes/No 
New response: Yes/No 
 
UPDATE STATUS: No additional information included 
 
The major government-backed strategy for ensuring that companies direct employment and 

procurement contract opportunities to locals is through the provisions of the NOGICD Act. 

Companies are expected to extend training, procurement preferences, and employment to locals. 

However, there are weaknesses in the implementation of the provisions of the act. Some 

communities complain they are unable to determine what they are entitled to in the form of 

employment from the companies and say they are not aware of procurement opportunities.  

 

In some instances, oil companies have established frameworks for ensuring that procurement 

contracts and employment opportunities are directed to affected communities.  

 

 

 

  

Information sources 

https://ncdmb.gov.ng/about/ncdmb-overview/ 

www.vanguardngr.com/2019/02/local-content-nigeria-spends-10bn-annually-on-foreign-welders/ 

 https://thenationonlineng.net/why-local-content-act-is-partially-implemented/ 

https://guardian.ng/news/host-communities-of-oml-30-sign-mou-with-jv-partners-in-delta/ 

https://businessday.ng/news/article/oml-30-host-communities-threaten-to-disrupt-90000-bpd-crude-

production/ 

 

5.4.2 Does the government encourage companies to direct employment and procurement 
opportunities towards affected communities? 

Information sources 

www.ncdmb.gov.ng/images/GUIDELINES/NCACT.pdf 

www.energymixreport.com/an-overview-of-the-nigerian-oil-and-gas-industry-local-content-initiative/ 
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PRECEPT 11: ROLE OF EXTRACTIVE COMPANIES  
 

 
 

Companies should commit to the highest environmental, social, and human rights standards and 

to sustainable development. 

 

Overall precept score  

Precept 11: Role of extractive companies 

There were improvements in this regard in the period under review. Notably, 
multinational oil companies have continued to initiate programmes and interventions to 
engage affected communities and contribute to national development. However, the 
level of engagement with affected communities is limited by the fact that Nigeria’s EIA 
Act and other legislations do not specifically make such engagements a mandatory 
requirement. Even when communities attempt to utilise the limited opening for public 
participation in the EIA Act, they are confronted with systemic challenges including their 
capacity to engage and contribute given their limited knowledge and understanding.  

In terms of benefit transfers, local content promotion policies have been integrated into 
oil industry practices as a way of ensuring that locals and the national interest benefits 
from the oil industry beyond direct revenue payments. However, the extent of 
compliance and enforcement is still substantially limited.  

The main oil companies operating in Nigeria have all produced strict policies on 
corporate integrity, especially against corruption. Measures have been put in place to 
ensure these policies are relevant to all staff and partners of the companies.  
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Overview of questions and ratings 

11.1 TRUST 

11.1.1 Do oil companies support the meaningful participation of affected communities 
in decision making on projects? 

 

 

11.1.2 Do companies ensure that stakeholder expectations are realistic? 
 

11.1.3 Do companies proactively disclose key information? 
 

11.1.4 Do companies ensure that security arrangements relating to resource projects 
do not use excessive force?  

11.1.5 Do companies respect the rights of indigenous people? 
 

11.2 SUSTAINABLE DEVELOPMENT 

11.2.1 Do oil companies effectively mitigate the environmental, social, and health 
impacts of resource projects? 

 

 

11.2.2 Do companies work to identify national and local development priorities and 
concerns and measure progress against them? 

 

 

11.3 CORPORATE INTEGRITY 

11.3.1 Do oil companies have clear internal policies relating to corruption? 
 

11.3.2 Do oil companies meet their fiscal obligations? 
 

11.3.3 Do companies avoid seeking exemptions from their legal and regulatory 
obligations? 

 

 

11.3.4 Do companies ensure that corporate integrity applies to partners, contractors, 
and subcontractors? 
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Summary of key findings 

Trust  

•  The fact that there are no requirements in Nigerian law for oil companies to ensure the 
participation of communities in decisions on resource projects, leaves the decision to do 
so at the discretion of the companies. Despite this, companies have instituted GMOU 
processes with affected communities that provide them with a measure of decision making 
on community beneficial projects. However, this level of participation is limited and does 
not span all stages of resource projects.  
 

•  In many local communities, oil companies have been erroneously foisted with the role of 
government and are expected to meet demands for infrastructural development and 
provision of social services. This has inadvertently heightened the expectation 
communities have of oil companies and limited those on the governments.  
 

•  Local and international frameworks for mandatory disclosure has significantly improved the 
efficiency of oil company disclosure. However, while there have been significant 
improvements in fiscal disclosures, commensurate progress has not been made in 
disclosure of other categories of information. Also, while disclosure to home governments 
and regulatory agencies have improved, disclosure to other stakeholders including 
communities has remained low.  
 

•  Oil companies have committed to conducting their security arrangements in line with 
international best practices, respect for human rights, and the Voluntary Principles on 
Security and Human Rights. However, evidence indicates that companies routinely employ 
the services of combat military squads which, by their training and equipment, operate with 
maximum force. In several instances, this has resulted in rights abuses.  

Sustainable development 

•  While there are fairly adequate environmental regulations in the oil and gas sector in 
Nigeria, as well as mentions of health and safety parameters, the major challenge has been 
the extent of their enforcement. Government agencies responsible for enforcing 
established regulations do not have the capacity, resources or will  to do so. While oil 
companies claim that they operate with the highest environmental, health and safety 
integrity, the prevalence of practices such as gas flaring continues to attract attention. 
  

•  Through GMOUs, contributions to NDDC, and other CSR activities, oil companies are 
contributing to the realisation of the development priorities of the government and the areas 
they operate in.  

Corporate integrity 

•  Most oil companies in Nigeria comply with tax and royalty obligations, their compliance has 
also been affirmed by NEITI. However, local oil companies continue to fail in their fiscal 
obligations. Local companies have also been complicit in practices that do not promote 
corporate integrity. 
 

•  Most oil companies have clear code of conduct principles that serve to discourage corrupt 
practices. These principles apply to regular employees as well as top management and 
third-party contractors.  
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Old response: Yes/No 
New response: Yes/No 
 
UPDATE STATUS: Additional information included 
 

There is no legislation requiring meaningful community participation in decision making on 

resource projects. From the decision to extract, engagements are coordinated principally between 

the resource companies and the Federal Government. The lack of any government policy 

requiring consultation with affected communities erodes the possibility of any far reaching formal 

structures for such engagement. In decisions relevant to exploration, development, operation, 

and the closure of extractive projects, community say is hardly sought. Nigeria’s EIA Act is the 

most significant legislation on pre-resource project engagements with a broad spectrum of 

stakeholders. However, the act itself is weak as an instrument for ensuring the meaningful 

participation of communities. No section of the act provides opportunities for consultation with 

affected communities. Section 11 recognises only the state and local government area where the 

resource project is cited. It requires that where a project is likely to have significant environmental 

impact, the affected state or local government area are notified. It also prescribes ‘timely 

consultations with the affected state or local government.’ Other sections of the EIA Act that 

permits passive participation in the form of providing comments on the outcome of the EIA 

process, fails to specifically mention resource-affected communities. 

 

However, research findings indicate that, in some cases, especially where projects are being 

expanded or being newly initiated, some level of engagement exists with communities. Such 

consultations are mostly limited to benefits that will accrue to affected communities, and is 

structured as a type of ‘rite of entry’. Such engagements are hardly structured around key 

resource project decisions and does not continue throughout all stages of the project.  

 

The Federal Government has recently approved an NPP, which (among other things) expresses 

the government’s commitment to involving Niger Delta communities directly in infrastructure, 

social, and petroleum developments in their local community area. 

 

The policy commits to: 

• identifying small and marginal fields which it may be possible to develop in 

partnership with local communities; 

• exploring mechanisms whereby local communities can be integrated into project 

developments; 

• engaging local communities in projects in their local area; and 

• small equity holdings for communities in oil operations in their areas. 

11.1 Trust  
 

11.1.1 Do oil companies support the meaningful participation of affected communities in 
decision making on projects? 
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It equally provides a policy for the integration and participation of communities in allocation of oil 

licences and leases: 

 

Oil and gas licences and leases will no longer be awarded under opaque 

procedures with allocations of blocks or production. Under the Petroleum 

Policy all petroleum blocks, licences, leases, licence renewals and licence 

extensions will be awarded following a transparent competitive process. 

The process will also allow local community participation through local 

community vehicles. 

 

Evidence from research indicates that this policy is not currently being implemented.  

 

The failure of the government to expedite action on , especially the Petroleum Host and Impacted 

Communities Development Trust component with its provisions for community engagement, 

continues to weaken the prospects of community participation in the sector. In the period under 

review, the governance component of the bill suffered setbacks when the President declined to 

assent to it.  

 

Most upstream oil companies have established MOUs with communities where they operate. 

These MOUs are products of consultations and interactions between the oil companies and 

communities, and typically contain benefits which the company will extend to the community. 

These include costed infrastructure projects, educational scholarships, and employment 

opportunities. However, these MOUs do not actually reflect any serious type of decision making 

or participation of communities. They are weakened by the fact that they are limited to benefit 

transfers and are not all legally binding. Research indicates that their implementation is mostly at 

the discretion of the companies. The MOUs do not also consider the needs of the often 

marginalised in the communities including women and people living with disabilities.  

 

Information source 

www.petroleumindustrybill.com/wp-content/uploads/2017/07/National-Petroleum-Policy-Approved-by-
FEC-in-July-2017.pdf 

 

 

 

 

 

 

 

 

 
 

11.1.2 Do companies ensure that stakeholder expectations are realistic? 
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Old response: Yes/No 
New response: Yes/No 
 
UPDATE STATUS: Additional information included 
 

In the relationship between the Federal Government and oil companies, there are clearly spelt-

out agreements that clarify the expectations of both parties. Unfortunately, there are no similar 

binding policies that places and defines responsibilities to communities by oil companies. In 

Nigeria’s current oil and gas governance structure, communities are treated passively and without 

much consideration. Oil companies are not legally bound to provide any type of benefits to 

communities where they operate.  

 

There are, however, important provisions where oil company contributions are structured to 

support communities and realise their expectations. Section 14 (2)(b) of the NDDC establishment 

Act specifically stipulates that 3% of the total yearly budget of oil-producing companies operating 

onshore or offshore in the Niger Delta area will be paid into the funds of the NDDC. The NDDC in 

turn is supposed to channel development benefits to communities in the region. Unfortunately, 

the reality on the ground is very different from the expectations. While communities in the Niger 

Delta have high development expectations from the NDDC, they have become lethargic towards 

the agency on account of its routine failures. The promise of development held out by the NDDC 

has not been felt . An overwhelming number of residents of the region believe the NDDC has not 

lived up to its mandate. A significant number believe the agency is saddled with a burden of 

corruption, ineptitude, and mismanagement.  

 

In managing the expectation of communities, many oil companies have adopted the model of 

MOUs. These are mostly non-binding and non-legal contracts produced through consultation with 

communities. These MOUs typically contain plans for infrastructural development, educational 

scholarships and employment. They also serve as frameworks that describe what affected 

communities expect of the oil companies. A major weakness in the majority of these MOUs is that 

they are not legally binding: compliance is discretionary and there are no channels for affected 

communities to enforce fulfilment if the agreements are violated. In the course of our research, at 

least two instances were established where oil companies had violated the MOUs without any 

consequence. MOUs established by Chevron, on the other hand, have successfully addressed 

these obstacles. According to the company, their agreements with the communities are not only 

legally binding; they are also enforceable in court if there is a violation.  

 

The use of MOUs amounts to an important tool for transferring benefits to communities, but it has 

not sufficed as an effective strategy for managing community expectations. This is partly because 

federal, state, and local governments in Nigeria have abdicated their responsibilities for local 

development. Communities tend to place all the burden of their development concerns on the oil 

companies. Unsurprisingly, this leads to expectations far beyond the mandate of oil companies 

and the content of GMOUs. Non-fulfilment of these expectations remains a key source of conflict 

between communities and oil companies.  
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It is important to note that, while GMOUs overtly emphasise the benefits that will accrue to 

communities, there are no frameworks for managing expectations on other costs of resource 

projects including pollution.  

 

Information sources 

www.chevron.com/-/media/chevron/stories/documents/nigeria-case-study-GMoU.pdf 

www.shell.com.ng/sustainability/communities/gmou.html 

 

 

 
 
Old response: Yes/No 
New response: Yes/No 
 
UPDATE STATUS: Some changes observed  
 

In 2007, Nigeria enacted the NEITI Act, which imposes reporting and disclosure obligations on all 

extractive companies operating in the country as part of a larger audit process by NEITI. In the 

period under review, Nigeria made substantial progress in this regard. For instance, in March 

2019, NEITI sent a letter of commendation to NNPC acknowledging NNPC’s significant 

improvements, which have contributed to Nigeria’s attainment of the highest compliance status in 

the global Extractive Industries Transparency Initiatives. 

 

Recently, NEITI declared that ‘self-disclosures’ by agencies and companies in Nigeria are already 

common. EITI data is now available as part of reports, statistical bulletins, or other publications 

by companies and government agencies. The main challenges in-country arise when these efforts 

are not systematic or regular. However, most of the recent disclosures are not subject to analysis. 

Publications are irregular or do not constitute open data disclosures. Reporting often does not 

happen for several months or skips certain intervals, making the disclosures erratic and 

unpredictable. According to NEITI, ‘still, disclosures have started and are here to stay.’ 

 

As part of efforts to institute greater disclosure, NEITI recently disclosed that it would unveil the 

owners or holders of Nigeria’s crude oil blocks by January 2020. 

 

Beginning in 2017, NEITI launched a Compliance Ranking to access and rank companies on the 

basis of their compliance to EITI disclosure requirements. NEITI reports that an impressive 

number of companies had remarkable levels of disclosure compliance.  

 

International frameworks also exist with disclosure requirements. Oil, gas, or mining companies 

registered in or listed on a regulated stock exchange in Canada, the EU, or the European 

Economic Area are required to disclose payments made to governments (including state-owned 

enterprises) in relation to extractive activities. Payments are expected to be attributed to projects 

where applicable. They include; production entitlements; taxes (on income, production, or profits); 

11.1.3 Do companies proactively disclose key information? 
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royalties; dividends; signature, discovery, and production bonuses; licence fees; and payments 

for infrastructure improvements. These requirements have significantly improved the disclosure 

of extractive companies operating in Nigeria.  

 

While there have been improvements in financial disclosure, there have been no commensurate 

improvements in other levels of disclosure. The requirement that companies should proactively 

disclose key information about their activities to ensure that citizens have a realistic understanding 

of the progress and costs of resource extraction remains largely unrealised.  

 

A 2018 study aimed at assessing the volume of social and environmental disclosure by listed 

Nigerian oil and gas companies concluded that there is lack of environmental accountability to 

stakeholders in the Nigerian petroleum industry and that this is ‘attributed to weak government 

regulations; non-recognition of affected communities as powerful stakeholders; and non-

recognition of Nigerian public as legitimate stakeholders.’ It says listed Nigerian oil and gas 

companies are providing few words in their annual reports and accounts on social and 

environmental issues. 

 

To fix some of the gaps observed in environmental and social disclosures, NEITI is planning to 

expand its disclosure requirement for extractive companies to include their social and 

environmental activities and compliance with set standards and will take effect from 2020.  

 

It is nevertheless important to note that, beyond communication to national governments, 

regulators, and home government frameworks, there are no established structures of 

communications between resource companies and the communities in which they operate. In 

simple terms, there are no disclosures of any kind to affected communities.  

 

Information sources 

www.nnpcgroup.com/News-and-

Media/News/Lists/Posts/Post.aspx?List=20b7f5cf%2D4d4b%2D499e%2D98da%2Dee0bbdc39041&ID
=94&Web=080adea6%2D3f8c%2D4915%2D90a4%2Dd45df55fde2f 

https://eiti.org/blog/dealing-with-asystematic-disclosures-evolving-role-of-neiti 

www.energymixreport.com/neiti-to-unveil-owners-of-nigerian-oil-blocks-by-january-2020/ 

https://neiti.gov.ng/index.php/media-center/news/377-12-companies-top-neiti-compliance-ranking-as-

neiti-board-appoints-auditors 

https://resourcegovernance.org/sites/default/files/documents/nigeria-oil-revenue.pdf 

www.journalajeba.com/index.php/AJEBA/article/download/10559/19008/  

 
 

Old response: Yes/No 
New response: Yes/No 

11.1.4 Do companies ensure that security arrangements relating to resource projects do not 
use excessive force? 
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UPDATE STATUS: Additional information included 
 

While several of the oil companies operating in Nigeria assert that they conduct their security 

arrangements in line with international best practices, respect for human rights and the Voluntary 

Principles on Security and Human Rights, evidence on the ground indicates that companies 

routinely employ the services of combat military squads which, by their training and equipment, 

operate with maximum force. In all onshore oil facilities visited, soldiers (mainly members of a 

special unit called the JTF) mount fortified barricades at the entrance to oil companies and escort 

their officials. Soldiers are posted to restrict entry in many of the communities where the flaring of 

AG continues, clearly at the service of the oil companies.  

 

Recently, soldiers of the Nigerian Army guarding staff of SPDC raided an Ogoni community. The 

incident resulted in the death of a young man and other casualties. Several incidents have taken 

place involving the use of force to secure oil installations in the Niger Delta. There were at least 

three incidents in 2019 when the army has invaded communities in Rivers and Bayelsa States, 

killing civilians and burning houses and properties. In July 2019, the JTF invaded a community in 

the Degema local government of Rivers State where they torched 15 houses and killed at least 

one person. Petitions to the government to address the carnage were not responded to. 

 

Even though it is well established that the JTF functions closely with oil companies, the companies 

deny any responsibility for the use of excessive force and human rights abuses in the protection 

of oil facilities and oil company workers. For instance, Shell absolved itself of any responsibility 

for the actions of the JTF: 

… The Joint Task Force—comprising the Army, Navy, and Police. These are 

deployed by the government to provide security in the Niger Delta and waterways. 

In our discussions with the security authorities we have highlighted the UN Code 

of Conduct for Law Enforcement Officials and the Guidelines on Use of Firearms. 

But there is a challenge in engaging this group as they operate solely under the 

command and control of the Nigerian government or security headquarters. 

 

It is important to note that the oil companies do not have any reasonable measure of control over 

the activities of Nigerian security forces. Available information indicates that the major IOCs 

routinely train security operatives on basic principles of human rights in line with the Voluntary 

Principles on Security and Human Rights, to which most companies subscribe.  

 

 

Information sources 

www.shell.com.ng/sustainability/safety/secure-operations-nigeria.html 

www.chevron.com/corporate-responsibility/people/human-rights#security 

https://punchng.com/army-mosop-disagree-over-killing-of-ogoni-man/ 
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https://medium.com/@Saatah/the-nigerian-terror-state-and-its-armed-wing-8a721c1c4751 

http://nigerianewsday.com/2017/07/28/3786/ 

https://guardian.ng/news/rivers-community-demands-probe-on-jtf-invasion/ 

 

 

 
 

Old response: Yes/No 
New response: Yes/No 
 
UPDATE STATUS: Additional information included 
 

Under Nigerian laws, principally the Land Use Act (which places ownership of all lands and 

mineral resources therein within the jurisdiction of the Federal Government), the free, prior, and 

informed consent of indigenous people in resource sites were not sought prior to the 

commencement of exploitation. Such negotiations were only limited to the Federal Government 

and the oil companies.  

 

In several instances, indigenous communities have expressed concern over rights abuses 

occasioned by the activities of extractive companies. A recent report by Amnesty International 

reveals that Shell and Eni are violating the environmental and livelihood rights of indigenous 

people by taking weeks to respond to reports of spills and publishing misleading information about 

the cause and severity of spills, which may result in communities not receiving compensation. 

Another community in the Niger Delta is suing Eni in Italy over environmental pollution. A 

community in Delta State where a new project is being established had an entire farmland with 

crops destroyed to make way for the project.  

 

All the major oil companies in Nigeria have made strong commitments to the respect and 

protection of human rights. How these translate practically is debated by community members, 

who are largely of the opinion that oil companies tolerate the abuse of community rights.  

 

 

 

 

 

Information sources 

www.amnesty.org/en/latest/news/2018/03/nigeria-amnesty-activists-uncover-serious-negligence-by-oil-
giants-shell-and-eni/ 

www.foeeurope.org/nigerian-community-oil-pollution-eni-lawsuit-090118 

www.shell.com.ng/sustainability/safety/upholding-human-rights.html 

11.1.5 Do companies respect the rights of indigenous people? 
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www.total.com/sites/default/files/atoms/files/human_rights_-

_briefing_paper_update.pdf?xtmc=ajax&xtnp=0&xtcr=2?xtmc=ajax&xtnp=0&xtcr=2?xtmc=ajax&xtnp=0
&xtcr=2 

www.eni.com/en_IT/sustainability/operating-model/human-rights.page 

 

 
 

 
 
Old response: Yes/No 
New response: Yes/No 
 
UPDATE STATUS: Additional information included 
 

Nigerian law requires companies to conduct an EIA prior to the commencement of resource 

projects. This requirement is documented principally in Nigeria’s EIA Act 1992. Provisions 

requiring EIA are also documented in the Land Use Act, the FEPA Act, and EGASPIN. DPR 

requires proponents of resource projects to submit a report that sets out the potential biophysical 

impacts of the project, as well as appropriate measures to prevent or mitigate the impacts of the 

project, before giving an operating permit to commence those projects. Similarly, Section 21 of 

the EIA Act requires that the outcome of the EIA process is integrated into planning the resource 

projects through providing alternatives or for mitigating negative impacts. Section 4(d) states that 

‘an assessment of the likely or potential environmental impacts on the proposed activity and the 

alternatives, including the direct or indirect cumulative, short-term and long-term effects, shall be 

provided for.’ 

 

While there are fairly adequate environmental regulations in the oil and gas sector in Nigeria as 

well as mentions of health and safety parameters, the major challenge has been the extent of 

their enforcement. It has been observed severally that government agencies responsible for 

enforcing established regulations do not have the capacity, resources or will to do so. The 

monitoring of compliance with environmental, health, and social regulations has been a major and 

persisting challenge. 

 

All oil companies operating in Nigeria affirm that they operate in compliance with all established 

environmental, social and health standards. However, research and interviews with resource-

affected communities reveal a pattern of non-compliance and violations. One such example is 

gas flaring. Gas flaring remains a routine practice at most extraction sites in Nigeria. While the 

health, environmental, and livelihood costs of this practice on communities have been well-

documented and there are better ways of managing AG, companies and their majority JV partner 

the NNPC continue to prefer the payment of compensatory fines over prevention because doing 

so is cheaper and more convenient. 

 

11.2 Sustainable development 

11.2.1 Do oil companies effectively mitigate the environmental, social , and health impacts of 
resource projects? 
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Oil spills remain a regular occurrence in oil extraction sites in Nigeria. Complicity for the regularity 

of their occurrence has remained a source of debate, with communities and oil companies trading 

blame. While oil companies claim that only few of the occurrences are a result of the failure of 

their equipment, blaming most on the handiwork of oil thieves, communities claim the opposite. 

Independently verifying both claims is difficult. However, community members assert that, in those 

instances where oil companies accept blame for spills, remediation activities have been slow, 

inefficient, or non-existent.  

 

In the laying of pipelines for oil and gas, environmentalists have cited some specific places where 

environmental laws have been violated and corners have been deliberately cut at the expense of 

the safety of the people. A case is reported at Joinkrama 4 (Edagberi/Betterland community) in 

the Ahoada West Local Government Area of Rivers State, where pipes for the movement of 

products were laid by the national oil company (NNPC) throughout the length of a community at 

an unsafe distance to human habitation. 
 

Information sources 

www.alliedacademies.org/articles/environmental-crime-liability-of-the-nigerian-government-in-its-oil-
pollution-menace-9631.html 

https://qz.com/africa/1192558/nigeria-gas-flaring-oil-biz-escapes-tough-fines-for-environmental-

damage/ 

https://punchng.com/pipeline-areas-dwellers-battle-endless-ecological-pollution-live-in-fear-of-
unforeseen-explosions/ 

 

 
 
Old response: Yes 
New response: Yes 
 
UPDATE STATUS: Additional information included 
 
Oil companies work with communities and governments at the national and sub-national levels to 

identify and implement key development priorities that are important to the people.  

 

The major strategy used by oil companies is the joint planning and execution tool called the 

GMOU. SPDC defines its approach to GMOU thus: 

 

Under the terms of the GMOUs, the communities decide the development they want while 

SPDC on behalf of its joint venture partners, provides secure funding for five years, 

ensuring that the communities have stable and reliable finances as they undertake the 

implementation of their community development plans. 

 

11.2.2 Do companies work to identify national and local development priorities and 
concerns and measure progress against them? 
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This approach of joint planning and value transfer is a model currently used by most companies 

operating in the Niger Delta. Many companies have also utilised the model of scholarships and 

job trainings to develop capacity and local manpower. Some of the most notable of these 

interventions include Chevron’s Partnership Initiatives in the Niger Delta and Shell’s LiveWire in 

the Niger Delta. 

 

Through the Nigerian content requirements, companies contribute significantly to promoting local 

and national development priorities. The majority of extractive companies in Nigeria’s oil and gas 

sector affirm that thy are fully compliant with their local content obligations.  

 

Section 14 (2)(b) of the NDDC Establishment Act specifically stipulates that 3% of the total yearly 

budget of any oil-producing company operating onshore and offshore in the Niger Delta area will 

be paid into the funds of the NDDC. Through these payments, extractive companies are 

contributing to local and national development priorities.  

 

Information sources 

BER (2017) 

https://ng.livewire.shell/ 

www.shell.com.ng/media/2019-media-releases/niger-delta-entrepreneurs-receive-shell-livewire-

grants.html 

 

 
 

 
 
Old response: Yes/No 
New response: Yes/No 
 
UPDATE STATUS: Additional information included 
 

Most of the oil companies operating in Nigeria have clear policies relating to anti-corruption. These 

policies are available mainly on their websites. For instance, Eni promotes a principle of ‘zero 

tolerance’ expressed in the company’s Code of Ethics. It states that ‘Eni addresses the high risks 

that the company faces in carrying out its business activities with an articulated system of rules 

and controls for the prevention of corruption (the so-called Anti-Corruption Compliance Program).’ 

Though framed differently, the corporate integrity and anti-corruption policies of oil companies are 

similar. Most of the companies have also subscribed to global anti-corruption frameworks like the 

Global Compact (ExxonMobil does not). The majority have also instituted programmes for 

compulsory anti-corruption training.  

 

11.3 Corporate integrity 

11.3.1 Do oil companies have clear internal policies relating to corruption? 
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However, some high-profile corruption cases involving oil companies continue to raise concerns 

about the efficacy of companies’ internal policies against corruption. Notable is the Malabu 

scandal. Oil companies in Nigeria fail to dispel the opacity associated with the key corruption risk 

areas in the Nigerian oil sector: 

•  in awarding upstream licences; 

•  in awarding contracts; and 

•  in exporting crude and importing refined products. 

 

Most oil sector activities in Nigeria are governed by contracts that are not readily available to the 

public, especially affected communities. There are no regulations mandating disclosure of 

contract agreements between oil companies and the government. This is a major weakness in 

correctly measuring the amount of taxes and royalties that accrue to the government through 

operation contracts and licences. Disclosing necessary financial information provides a 

mechanism that enables companies to be held accountable for their business activities within the 

country and whether the company is contributing socioeconomically in a manner that is at par 

with the level of profit it makes from its country operations. It also provides a means of tackling 

tax avoidance and monitoring revenue payments.  

 

Information sources 

www.eni.com/en_IT/sustainability/operating-model/transparency/combating-corruption.page 

www.shell.com/sustainability/transparency/transparency-and-anti-corruption.html 

www.premiumtimesng.com/news/headlines/325855-malabu-scandal-court-orders-arrest-of-etete-

adoke-others.html 

www.u4.no/publications/reforming-corruption-out-of-nigerian-oil-part-one-mapping-corruption-risks-in-
oil-sector-governance 

 

 

 

 

 

 

 

 

 
 
Old response: Yes/No 
New response: Yes/No 
 
UPDATE STATUS: Additional information included 
 
Available evidence indicates that oil companies largely meet their financial obligation. 

Unfortunately, certain categories of payments are more difficult to assess for research purposes. 

11.3.2 Do oil companies meet their fiscal obligations?  
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However, the NEITI Audit Report for 2016 has shown some discrepancies and failure of payment 

by some oil companies. According to the report, the following companies defaulted in tax payment 

in 2016: Aiteo; Allied Energy; Belema Oil; Brittania-U; Dubri Oil; Energia Limited; Midwestern; Pan 

Ocean; SA Petroleum; Seplat; Yinka Folawiyo; and Express Petroleum and Sheba Petroleum (did 

not provide relevant information to the audit).  

 

The following companies defaulted in payment of royalty in 2016: Panocean;  Shoreline; and 

Yinka Folawiyo.  

 

The Audit Report also records underpayments in gas and oil royalties by companies. It is 

important to note that the defaulting companies listed in the report are all indigenous companies. 

None of the major players in the Nigerian oil sector was reported to have defaulted in payments.  

 

Similarly, NEITI also reported that NNPC under-remitted NGN 77.92 billion from the domestic 

crude allocation which should have been paid into the Federation Account. 

 

It is important to note that cases of non-compliance with fiscal obligations chiefly occur with local 

oil companies. In the course of this research, no case of non-compliance was recorded against 

an IOC.  

 

Extractive companies have also been consistent with their contributions to NDDC in line with the 

requirement of the NDDC Act.  

 

Information sources 

BER (2017) 

https://eiti.org/sites/default/files/documents/neiti-oil-gas-report-2016-full-report-211218_1.pdf 
 

https://punchng.com/nnpc-under-remitted-n78bn-to-federation-account-neiti/ 

 

 

 

 
 
Old response: Yes/No 
New response: Yes/No 
 
UPDATE STATUS: No additional information included 
 
Between 2009 and 2016, a number of ineligible oil companies were granted tax waivers under 

the pioneer status incentive by the Nigerian Investment Promotion Commission. Pioneer status 

is an investment promotion incentive of Nigeria’s Federal Government which exempts certain 

companies from income tax. To be eligible for pioneer status, products or companies must 

11.3.3 Do companies avoid seeking exemptions from their legal and regulatory obligations? 
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introduce business ideas that are not already in the country. Companies with pioneer status are 

exempted from tax payments for a determined period.  

 

According to NEITI, some oil companies applied and benefited from the scheme despite being 

clearly ineligible. According to NEITI, this caused the Federal Government to lose up to US$ 1.56 

billion in taxes it would have collected. Oil companies indicted by the report include Seplat 

Petroleum Development Company, Midwestern Oil and Gas, Britania Oil Nigeria Limited, Suntrust 

Oil Company Nigeria Limited, Niger Delta Petroleum Limited, etc. Investigations reveal that, in 

some instances, pioneer status waivers were given retrospectively, causing the government to 

refund taxes it had already collected. A point to note is that all the companies indicted are local 

players.  

 

In some cases, oil companies may be perceived as attempting to avoid fulfilling their legal or 

regulatory obligations. For example, the practice of gas flaring in the Niger Delta has continued 

despite numerous protests because oil companies have used their influence to cause a shift in 

the deadlines to put a stop to the practice several times. 

 

Information source 

www.pressreader.com/nigeria/the-guardian-nigeria/20170616/281483571377346 

 

 

 
 
Old response: Yes 
New response: Yes 
 
UPDATE STATUS: Additional information included 
 
The major oil companies operating in Nigeria make commitments in their code of conduct to 

ensure that their corporate integrity policies apply to contractors and other partners they work 

with. In 2016, for instance, Shell revealed that its internal investigations confirmed that 341 

allegations reported through the Global Helpline were code of conduct violations. As a result, it 

dismissed or terminated the contracts of 114 employees, contract staff, or contractor employees.  

 

Information sources 

https://corporate.exxonmobil.com/company/who-we-are/corporate-governance/code-of-
ethics#overview  

www.shell.com/sustainability/our-approach/commitments-policies-and-standards/business-

integrity.html 

www.total.com/sites/default/files/atoms/files/total_code_of_conduct_va.pdf 

 

11.3.4. Do companies ensure that their corporate integrity policies apply to partners, 
contractors, and subcontractors? 
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About We the People 

We the People (registered as Centre for Social Studies and Development) provides spaces for 

people, especially those at vulnerable ends of government and private sector policies, to protect 

their social, political and economic rights. We the People supports communities of citizens with 

tools, skills and networks to project their voices and interests. We work to identify best practices 

and alternatives that respect people’s rights, protect their livelihoods, conserves their environment 

and promotes their existence. 

We the People was founded as a rights platform aimed at mobilizing and organizing citizens to 

demand their social contract from government institutions and their officials. Our goal is to create 

an open and free society founded on a modern-day social contract, envisioning the attainment of 

a just society founded on the principles of a citizen driven and government protected social 

contract. 

We the People is structured around an experienced and carefully selected 5-person Board of 

Trustees, committed staff members, passionate volunteers and professional advisors. To ensure 

that we tap from our vast network of partners and supporters, an Expert Advisory Committee is 

established to support the organization in its different areas of intervention. 

Based in the Niger Delta cities of Port Harcourt and Calabar, We the People is engaged in 

important campaigns around human rights, natural resource governance, climate change and 

public accountability. Our approach comes from a well-reasoned strategy focused on 

strengthening the capacity of passionate local people to lead interventions that result in 

addressing their own issues. We the People believes that the best results come from 

strengthening the voice of all citizens to demand their social contract from those who govern them 

and their agents. In this way, non-governmental organizations do not replace the role of informed 

and active citizens but act to energizes and strengthen that voice to make it more potent. 

 

 

 

 

 

 

 

 

 

 


	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51

