COMMENTS

Nigeria’s Reforms

John Donnelly, JPT Editor * jdonnelly@spe.org

Nigeria is the latest major oil and gas producer to reform its
oil structure and national oil company (NOC) to take advan-
tage of high oil prices and increasingly valuable hydrocarbon
resources. Nigerias new president, Umaru Yar'Adua, took
office less than a year ago but has wasted little time trying to
revitalize an oil industry that has been plagued in the past by
sabotage, worker strikes, and charges of corruption.

Leading the reforms are several prominent industry figures
who have lent credibility to the initiative, including Emmanuel
Egbogah, an SPE director who was an adviser to Malaysian
state oil company Petronas for several years; Rilwanu Lukman, a past long-term
secretary general of OPEC; and Tony Chukwueke, who worked for Shell, the largest
international oil company (IOC) producer in the country, for almost 3 decades. In
an interview beginning on page 26, Egbogah, special adviser to the Nigerian presi-
dent on petroleum matters, lays out the reforms and the thinking behind them.

The reforms in Africa’s biggest oil exporter will put more pressure on 10Cs,
which by now are getting used to national oil concerns wresting more control and
revenues from oil projects. But these reforms are likely to go over better than the
changes that have taken place in Venezuela and Russia, for example, and could
benefit IOCs in the long term. Nigerian projects have been hampered by worker
unrest and lack of financing on the governments end, which has slowed progress
significantly on some major projects.

Nigeria has been producing about 2.2 million BOPD, although its production
capacity is anywhere from 2.47 million BOPD (according to the International
Energy Agency) to 3 million BOPD (according to the Nigerian government). With
reserves of 35 billion bbl, Nigeria accounts for 60% of proven oil reserves in the
strategically important Gulf of Guinea.

The renegotiation of contracts will increase the profits of Nigeria at the expense
of the IOCs. Many of the existing contracts between the state oil company, the
Nigerian National Petroleum Corporation (NNPC), and private companies were
signed when oil was valued in the USD 20/bbl range. Six joint ventures between
the Nigerian government and Shell, ExxonMobil, Chevron, Eni, and Total account
for 90% of the country’s production. With the majority stake in each of the projects,
Nigeria provided the larger financial contribution, but it sometimes had difficulty
making the cash call. Lacking the money to meet its joint-venture requirements for
deepwater exploration in the Gulf of Guinea in the 1990s, Nigeria signed agree-
ments that allowed IOCs to invest their capital and recoup their own costs before
sharing profits with the government. Several big finds have been made since then,
including Shell's Bonga field and Chevron’s Agbami field. It is those agreements in
particular that the government wants to revisit.

The reforms will also allow NNPC, which was formed in 1977, to operate more
nimbly, like other NOCs, such as Petronas. Many NOCs are now negotiating
tougher contract terms at home while exploring new areas abroad. The measures
could also help the country develop its vast reserves of gas and a liquefied-
natural-gas industry. JPT

JPT is always eager to hear from its readers. If you have any comments
or suggestions, please contact me at jdonnelly@spe.org or by phone at
+1.713.779.9595 ext. 616.

20

JPT EDITORIAL COMMITTEE

Ed May, Senior Reservoir Engineer, Schlumberger,
Chairperson

Syed Ali, Consultant, Schlumberger

Baojun Bai, Assistant Professor of Petroleum
Engineering, University of Missouri-Rolla

David Baker, Senior Research Engineer, ExxonMobil

David Barnett, Vice President Engineering,
Wild Well Control

Russell Borgman, Operations Excellence Coordinator,
ConocoPhillips

Simon Chipperfield, Team Leader Central and
Amadeus Gas Exploitation Development, Santos Ltd.

Torsten Clemens, Senior Reservoir Engineering Adviser,
OMV Exploration and Production

Greg Conran, Drilling Advisor, Schlumberger
Martin V. Crick, Senior Reservoir Engineer, Schlumberger

Jose C. Cunha, Senior Technical Consultant,
Petrobras America

Ivor R. Ellul, Chief Executive Officer, Knowledge
Reservoir, LLC

Sam Gomersall, Managing Director,
Digital Energy Exchange

Harvey Goodman, Research Consultant, Chevron
Manuel Gonzalez, Senior Engineering Advisor, Chevron

Charles Hager, President/Independent Consultant,
NSI Technologies

Damir Horvat, Drilling Engineering Manager,
Arrow Energy

Jean-Louis Jousseaume, Head of Geographical
Areas—Americas, Europe, and CIS, Total

Martin C. Kennedy, Chief Petrophysicist,
Woodside Energy Ltd.

Anthony R. Kovscek, Associate Professor,
Stanford University

Gregory Kubala, Project Manager, Schlumberger

Robert MacAndrew, Chief Executive Officer,
Aberdeen Drilling Management Ltd.

Colin J. Mason, Senior Drilling Engineer, BP plc

Stephane Menand, Research Engineer,
Paris School of Mines

Graham Mensa-Wilmot, Vice President — Engineering
and Research, Chevron

John Misselbrook, Director Global Coiled Tubing,
BJ Services Company

Stephen O. Norris, Senior Staff Reservoir Engineer,
J-W Operating Company

Karen Olson, Completion Team Leader, BP plc
Bobby Poe Jr., Engineering Advisor, Schlumberger

Dean C. Rietz, Managing Senior Vice President, Ryder
Scott Company

Jacques Salies, Well Engineering Manager,
Petrobras America Inc.

Paul D. Scott, Principal Engineer — Fluids, ConocoPhillips

Stuart L. Scott, Associate Professor,
Texas A&M University

Brian Skeels, Emerging Technologies Manager,
FMC Technologies

Jay Stratton, Vice President Operations,
Golden Energy LLC

Claude P. Valenchon, Vice President — Technology
Development, Saipem SA

John Veil, Manager — Water Policy Program,
Argonne National Laboratory

John M. Vitucci, Director of Operations, FMC
Technologies

Scott Wilson, Petroleum Engineer, Ryder Scott Company

JPT « MARCH 2008



SPERRY DRILLING SERVICES

No matter how narrow your window

of opportunity, we have a solution.
g - N b e

.- - ™ R - T ”--_'-""l-"

il

-_-‘t." r _ Ao .F!‘m

T ¥ =

“rom drilling tophole sections faster, to overcoming narrow pressure windows, Sperry Drilling Services

delivers the right balance of managed pressure drilling (MPD) technology and expert drilling

GeoBalance™

MPD Service For complete details on the industry’s most comprehensive

optimization solutions to match your challenge.

suite of pressure optimization solutions, visit us at www.halliburton.com/geobalance.

Unleash the energy.™ HALLIBURTON

© 2008 Halliburton. Al rights reserved.





