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Ladies and Gentlemen,  

It is with great pleasure that I present to you today the 
next CEED Institute report on Africa. This time, the CEED Institute 
has focused on the oil industry, delivering a comprehensive picture 
of oil activity in Sub-Saharan Africa. With its 130 billion barrels 
of crude wealth and considerable undiscovered potential, Africa 
has become a hot spot on the global map of oil discoveries. 
The continent’s share in global oil reserves is rising constantly, 
and according to estimates, at least 100 billion barrels are waiting 
to be discovered offshore. 

Extractive industries have always been one of the most important 
constituents of the ‘Africa is rising’ narration. In 2011 alone, with 
a total value of more than USD 25 billion, investments in oil, gas 
and the mining sector largely exceeded the value of projects in ICT 
and financial services. 

This report seeks to better understand the economic and political 
practices of the oil sector with its positive and negative aspects. 
It is a compendium of general guidelines dedicated to all those 
who would wish to enter the oil market in Sub-Saharan Africa 
as equal partners of the local communities. The enormous potential 
of African  natural resources, human capital and increasing demand, 
create unique and mutually beneficial opportunities that must not 
be missed. 

I wish you an inspiring reading.

Dr. Jan Kulczyk
Founder of the CEED Institute

Jan Kulczyk
Founder of the CEED Institute, 
international entrepreneur, 
owner of Kulczyk Investments.
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Executive summary
 

Africa is on the move, and so is the flow of oil unearthed 
on the continent. In recent years, the region has become a hot spot 
on the global map of oil discoveries, with dozens of investors rushing 
to tap into the crude wealth which is now estimated at 130 billion 
barrels. This is still not very much compared to the Middle East, but 
the recent frenzy clearly shows that Africa has certain virtues that 
investors worldwide cannot resist. The region is called an oil frontier 
for a reason, and, like a classic frontier, it remains relatively 
unexplored and unexploited, with opportunities abounding. The oil 
industry believes that at least another 100 billion barrels are only 
waiting to be discovered; to some experts this is only a conservative 
estimate. In recent years, licence-awarding rounds have been 
announced more frequently, with more acreage to take than 
anywhere in the world. 

Oil has been flowing in Africa for decades, but recent events have 
shifted the petroleum sector’s development trajectory in many 
ways. Firstly, whereas West African oil used to be the region’s 
hallmark, now the tables have turned, and with recent oil 
discoveries in Uganda and Kenya, an oil bonanza is increasingly felt 
in the East. Having said that, as this report demonstrates, nearly 
half of Sub-Saharan Africa is now either producing oil or about to 
start production soon. Secondly, in historical terms it was oil 
supermajors, such as Shell or ExxonMobil, which set the rules of the 
game and regarded the region as their own exclusive playground. 
Today the majors are stepping back – both from upstream and 
downstream – and numerous “independents” such as Tullow Oil and 
Anadarko have joined the race, with plenty of projects to go around. 
Also, indigenous host National Oil Companies (NOCs) are lining up to 
secure a larger share of the pie, and some, such as Sonangol, have 
become true heavy-weights. The industry itself has become 
increasingly more diverse in terms of nationality. Chinese, Indian, 
Malaysian, Brazilian and Russian companies are making inroads 
into the region in ways which make some Western companies’ 
efforts look rather pale. Things have changed dramatically on 
a technological front, as well. Whereas onshore and shallow water 
production were dominant modes of extraction in the past, now the 
industry has been constantly pushing frontiers further, with offshore 
deep and ultra-deep water, tarsands and heavy oil.  

This report seeks to show these and other symptomatic trends 
which have become part and parcel of the African oil industry reality 
today. To this end, the report is structured as follows. The first part 
presents a comprehensive overview of the recent oil boom in Africa, 
pinpointing the most important highlights and structural changes 
that the continent has been going through in recent years. Most 
importantly, it proposes three categories of oil-producing countries: 
old-school countries, where the production has been going on for 
decades, rookies, which are relatively new to the oil industry, but 
have some, yet limited experience, and greenhorns, where oil 
development is in nascent – planned or exploratory – phases 
and/or has so far failed to build the critical mass needed to become 
a full-scale oil-producer. For the sake of better focus and clarity, 
the analysis includes Sub-Saharan Africa, leaving out the countries 
of North Africa and South Africa.     

New oil frontiers: investors’ guide 
to the oil sector in Sub-Saharan Africa 

Other chapters discuss topics which, in the authors’ opinion, are 
critical to understanding the current oil frenzy in Africa. The second 
chapter deals with the problem of poor numbers in the oil industry 
– the statistical dimension of the boom. The way oil is sometimes 
measured and discoveries presented in media reports may be 
confusing and often lead to errors. This is generally a result of 
poor transparency of the oil sector, limited availability of data and 
access to data which is further impeded by the way the statistics 
are handled and processed in many parts of the continent. The third 
chapter is devoted to the hard infrastructure – refineries and 
pipelines – further development of which is urgently needed in order 
to meet the growing demand for oil and increasing ambitions of 
many new oil-producers to become a part of the global petroleum 
chain. In the fourth chapter, new trends and highlights of the African 
oil industry are discussed. These include the expansion of BRICS and 
Asian companies on the oil market, the entrance of independents 
onto the scene, majors’ declining presence, and, lastly, a section on 
how persistently high prices, combined with state of the art 
technology, has transformed the oil industry and the profile of 
African oil production. The fifth chapter presents the vigorous 
development of the gas industry in Africa, which firmly places the 
continent on the map of global gas production.   

Last but not least, this report discusses a number of negative 
aspects which have long been associated with discoveries and 
extraction of crude oil. Awareness of the adverse consequences of 
oil activity in Africa is absolutely critical to better understanding 
challenges the oil companies, and the entire sector, are facing today. 
Ethical issues should not be ignored, since the industry’s fortunes 
eventually depend on good relations with the local people and local 
governments.  

Recognizing the huge diversity of Sub-Saharan Africa, and at times 
the very different features of oil sectors in particular countries, this 
report seeks to paint a more detailed picture of the oil activity on 
the continent by presenting 25 individual country profiles. These 
case studies are organized according to the three above-mentioned 
categories – old-school countries, rookies and greenhorns – and 
structured around several features such as basic facts and figures, 
oil location, major players, political and business risk, regulatory 
framework, tax regime, national operators and licensing.                         
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Part 1





Chapter 1
OVERVIEW

Crude oil and gas in Africa Indeed, Africa has vast oil (and gas) reserves. In the last decade, 
African oil reserves have grown substantially, by 28 percent (from 
101 billion in 2002 to 130 billion barrels of oil in 2012), whilst global 
oil reserves have grown by 25 percent within the same time period 
(from 1,322 billion to 1,669 billion barrels). Africa’s share in global 
oil reserves grew from 5.9 percent in 1992 to 7.7 percent in 2002 and 
to 7.8 percent in 2012. 

Middle East

S. & Cent. America

North America

Europe & Eurasia

Africa

Asia Pacific

Figure 1
Regional comparison of crude oil reserves

Source: BP Statistical Review 2013.
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          “The next oil rush”, “oil 
boom” and “new oil frontier 
market” are just a few recent 
buzz words used to describe 
Africa and its growing oil 
potential. 

The vast majority of African oil reserves are located in two North 
African states: Libya (48 billion barrels of oil, or 36.9 percent of total 
African reserves) and Algeria (12.2 billion barrels). In the Sub-
Saharan region of Africa, Nigeria holds the largest portion of oil 
deposits (37.2 billion), followed by Angola (12.7 billion) and South 
Sudan (3.5 billion). 

In addition to this, available estimates suggest “that at least another 
100 billion barrels are offshore Africa, only waiting to be 

1discovered”. Recent spectacular discoveries in Eastern Africa and 
the Gulf of Guinea region, as well as new optimism about Angola’s 
offshore deep water fields, indicate that this number is not 
necessarily overinflated.

1Oil and Gas in Africa: Africa’s Reserves, Potential and Prospects, KPMG, p. 4.
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Table 1
Proven oil reserves 
in Africa
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Besides oil, Africa is sitting on massive amounts of gas. According 
to BP Statistical Review 2013, Africa’s gas reserves equal 512 trillion 
cubic feet (2012), which constitutes 7.8 percent of the global gas 
reserves. Nigeria holds the largest gas reserves in the region 
(182 trillion cubic feet) and is followed by Algeria (159.1 trillion), 

1Egypt (72 trillion) and Libya (55 trillion). 

On the production side, according to EIA, in 2012 Sub-Saharan Africa 
pumped around 6 million bpd of liquid fuels, which accounted for 

27 percent of the total world production. Around 75 percent of 
output can be attributed to two countries: Nigeria and Angola. 
Currently, oil is uplifted in 18 out of 54 African states (Nigeria, 
Angola, Libya, Algeria, Sudan, South Sudan, Equatorial Guinea, 
Congo-Brazzaville, Gabon, Chad, Egypt, Tunisia, Cameroon, Côte 
d'Ivoire, Democratic Republic of Congo (DRC), Mauritania, Niger 
and Ghana), with a few more scheduled to join the exclusive club 
of oil-producers in the next few years. Nigeria is the oldest – and 
largest – oil-producing country in SSA (production started in 1957), 
while Niger is so far the youngest (production started in 2011).

2Oil and Natural Gas in Subsaharan Africa, EIA, 1 August 2013, p. 4, 
http://www.eia.gov/pressroom/presentations/howard_08012013.pdf 1BP Statistical Review 2013…, op. cit., p. 20.
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Figure 2
Global liquid fuels production, 2012  

Source: Oil and Natural Gas in Subsaharan Africa, EIA, 1 August 2013, http://www.eia.gov/pressroom/presentations/howard_08012013.pdf, p. 4 and 6.
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The great (oil) shift and Africa

In the last few years the global oil market has 
experienced several important changes. First of all, the United 
States, for many years the world’s top oil importer, is now on 
track to become energy self-reliant (in September 2013, for the 
first time in nearly two decades, the country produced more oil 

1than it imported). China, on the other hand, is becoming more 
and more resource-hungry each year. 

Other developing countries such as Brazil, India and Indonesia 
have experienced a sharp rise in oil consumption, too. In April 2013, 
for the first time in history, oil consumption in developing countries 

2surpassed that of the OECD members. On the supply side, 
production disruptions in the Middle East – Iraq (war and terrorism), 
Iran (embargo) and North Africa (the Arab Spring) – were balanced 
by output increases elsewhere (mainly in Saudi Arabia). 

2D. Sheppard, Developing world oil demand surpasses wealthy nations: EIA, 
Reuters, 11 June 2013, http://www.reuters.com/article/2013/06/11/us-eia-
stea-nonoecd-idUSBRE95A16120130611

1U.S. Oil Production Tops Imports; America On Track for Energy Self-Sufficiency, US Energy and 
Commerce Committee, 14 November 2013, https://energycommerce.house.gov/press-release/us-
oil-production-tops-imports-america-track-energy-self-sufficiency 
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about 29 percent of US oil production comes from the so-
called tight oil formations (dense layers of rock and shale, 
usually deep underground). Production from the wells 
situated in these formations decreases by 60-70 percent in 
the first year. In the case of traditional wells, it takes two 
years to fall by 50-55 percent, and they can be used for over 
20 years.
 
Nevertheless, more experts predict a positive future for US 
shale oil production. For this reason, African oil producers 
will have to search for alternative markets, such as Asian 
ones. A country that seems to be an obvious partner is China, 
which has just surpassed the US as the world’s top oil 
importer. Yet it may not be as easy as it seems in the short 
term, as China, although interested in African oil, has not 
significantly increased its oil import from Africa in recent 
months. This situation results from the fact that China and 
other Asian countries are already engaged in previously 
established trade deals with big oil producers from the 
Persian Gulf.

The shift in the US oil market is shaking the 
foundations of oil-dependent economies. African OPEC 
members have been heavily affected by this shift (in addition 
to Nigeria and Angola, Algeria has also experienced a fall in 
oil shipments to the US), as their oil exported to the US is of 
a similar quality to light sweet shale oil. However, the shale 
oil boom in the US, although estimated to grow in the 
following years, may not last as long as initially assumed. 
Shale oil production requires very intensive drilling and is 
greatly criticized by environmentalists over high water use 
and possible water contamination, as well as the possible 
release of methane while drilling. Moreover, the production 
capacity of shale oil wells is not stable – they usually start by 
producing a high number of barrels per day, but soon they 
require constant drilling at a high pace in order to keep the 
same level of productivity. This is called the Red Queen 
syndrome (after the character in Through the Looking-Glass). 
According to the US Energy Information Administration, 

Box 1 The US shale oil boom’s impact on oil import 
from Africa

African countries are now perceived as an increasingly important 
part of the global oil supply chain. International oil companies 
(currently there are more than 500 of them actively operating on 

1the continent) are fiercely competing to secure promising oil blocks 
in the least explored part of the world, which still allows foreign oil 

2companies, unlike other regions, to acquire oil licences. 
Interestingly, in recent years major oil companies have been much 
less active in Africa than independent ones such as Tullow Oil, 
Kosmos Energy, Anadarko, Africa Oil and Ophir Energy, to name just 
a few, or outward-oriented national oil companies from Brazil 
(Petrobras) or China (CNOOC, Sinopec, CNPC). Another interesting 
facet of the oil industry’s dynamics in Africa concerns smaller 
explorers, in some circles dubbed “chongololos” after the 
continent’s scavenging millipedes, which simply pick up the scraps 

3left behind by major oil companies.

Many oil-importing countries have been pointing to Africa’s oil as 
a vital element of their national energy security policy. Moreover, 
as the future political situation in the Middle East and North Africa 
is everything but clear, oil producers from the SSA region are 
becoming even more attractive for the largest global oil consumers 
to diversify supplies. 

For years, African oil (especially West African) has been of “national 
4strategic interest” to the US, but since the United States chose to 

become energy self-sufficient, the Great Shift (China surpassing the 
5US as the largest net oil importer) took place in September 2013. 

According to IEA, by 2020 China will be importing 13 billion barrels 
of oil, or 80 percent of its daily consumption – and much of it will 
come from Africa. China’s scramble for African resources has been 
stimulating heated debates among pundits, journalists and 
politicians for quite some time already. On the one hand, China has 
often been portrayed as the new colonizer, “conquering” fragile 
states, mainly in Latin America and Africa, in order to satisfy its 

6hunger for natural resources. As noted by Jack Straw, former 
British Foreign Secretary, “most of what China has been doing in 

7Africa today is what we did in Africa 150 years ago” . Besides 
allegations of colonizing Africa, by merit of its actions China has 
been accused of undermining Western efforts to promote good 

8governance, and of impeding free market and fair competition 
among oil companies in Africa. 

4
5

6

7

8

K. Crane (et. al.), Imported Oil and U.S. National Security, Rand Publishing, 2006, p. 62.
China overtakes US as the biggest importer of oil, BBC, 10 October 2013, 
http://www.bbc.co.uk/news/business-24475934
China: The new colonialist, The Economist, 13 March 2008, 
http://www.economist.com/node/10853534
T. Stevenson, Chinese moves spur a new order, but there is nothing new about this colonization, 
Daily Telegraph, 23 August 2006, quoted in: B. Sautman, Y. Hairong, East Mountain, West 
Mountain Tiger: China, The West, and “Colonialism” in Africa, Maryland Series in Contemporary 
Asian Studies, School of Law University of Maryland, Number 3 (186), 2006, p. 6.
F. Herman, T. Ming-Yen, Preference over outcomes: Explaining US-Sino oil diplomacy in 
Subsaharan Africa, African Journal of Political Science and International Relations, Vol.5 (8), 
August 2011, pp. 396–408.

1
2

3

Oil and Gas in Africa, KPMG, op. cit., p. 4.
L. Zhenxing, Perspectives on China-Africa Oil Ties, 13th Forum on Trilateral Relations Between 
the U.S., China, and Africa, Conference Paper (Draft), 2013, p. 4, http://www.brookings.edu/~/
media/Research/Files/Reports/2013/08/us percent20africa percent20china percent20trilateral 
percent20dialogue/All percent20China percent20Oil percent20Papers.pdf
P. Fritsch, Africa's Potential to Sate World's Oil Demand Dims, The Wall Street Journal, 
22 October 2008, http://online.wsj.com/news/articles/SB122461947159855391
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Over the next decade there may be as many 
4as 25 billion barrels of crude oil ready for export in Africa. 

The vast majority of these will be uplifted from the two 
most promising oil regions: the East African Rift Valley and 
West Africa’s Gulf of Guinea. 
Although oil exploitation in the Gulf of Guinea is not new 
(it started more than half a century ago in Nigeria), 
innovative exploration and exploitation technologies, as 
well as unprecedented stability in the region (perhaps with 
the exception of Nigeria), will allow the tapping of 
previously unreachable crude oil and reveal the real oil 
potential of the region. Available estimates suggest that 
the region could be sitting on as much as 60 billion barrels 
of recoverable oil, and countries such as Ghana, Liberia, 
Senegal and Sierra Leone have already, or will soon, 
signed up on the list of oil-producing countries in Africa.
The East African Rift Valley spans from the Red Sea to 
Malawi and holds at least 7.8 billion barrels of proven oil 

5reserves. The oil and gas bonanza in East Africa started 
just a few years ago with a major oil discovery in Uganda 
(1.7 billion barrels of oil), followed by discoveries in Kenya 
and offshore Tanzania and Mozambique.

Box 2 The Great Rift Valley and the Gulf of Guinea 
– the two hottest oil frontiers in SSA

On the other hand, if it had not been for China’s burgeoning demand 
for commodities, African resource-rich countries would not have 
experienced such impressive economic growth. Even though this 
growth, as is often lamented, failed to bring African people out 
of poverty, it did provide a significant relief to the cash-strapped 
African states. Moreover, by exploring oil in locations where Western 
companies do not dare to tread or which they do not find lucrative 
enough, China’s actions are adding up to a global oil supply, lowering 

1prices and benefiting consumers. Lastly, in exchange for contracts 
for the extraction of a variety of raw materials, China offers financial 
assistance (not tied to principles of democracy and human rights) 
for the implementation of various projects, at the same time leading 
to the erosion of the “monopoly” of International Financial 
Institutions in development finance. 

As of 2012, Africa’s oil accounted for more than 20 percent of China’s 
2total crude oil imports. Besides China, the list of the largest African 

oil consumers include: the European Union (28 percent of African oil 
imports), the US (13 percent) and India (11 percent). Structural 
changes in the global oil market will force African oil exporters to 

3further reorient their export from the Atlantic Basin toward Asia. 

4

5

L. Diamond, J. Mosbacher, Petroleum to the People: Africa’s Coming Resource Curse—and How to 
Avoid It, Foreign Affairs, September/October 2013, http://www.foreignaffairs.com/articles/
139647/larry-diamond-and-jack-mosbacher/petroleum-to-the-people
Emerging East Africa Energy, EIA, http://www.eia.gov/countries/regions-topics.cfm?fips=eeae 
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3

P. Brookes, Into Africa: China’s Grab for Influence and Oil, Heritage Lectures, No. 1006, 
9 February 2007, 
http://www.heritage.org/research/lecture/into-africa-chinas-grab-for-influence-and-oil
Countries: China, EIA, http://www.eia.gov/countries/country-data.cfm?fips=CH
J. Kemp, Quality shock hits world oil markets, Reuters, 5 June 2013, 
http://www.reuters.com/article/2013/06/05/column-kemp-crude-idUSL5N0EH1QU20130605 

Figure 3
Sub-Saharan Africa’s export of crude oil (including lease condensate) by destination, 2012

Source: 
Oil and Natural Gas in Subsaharan Africa, 
EIA, 1 August 2013, p. 10, 
http://www.eia.gov/pressroom/
presentations/howard_08012013.pdf
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African oil consumption is on the rise

Africa – with over 15 percent of the world’s population 
– consumes less than 4 percent of the global oil production. 
Nevertheless, with the unprecedented economic growth of the SSA 
region, the most available forecasts indicate that oil consumption 
will increase substantially, while the demand for oil in Europe and 
North America will remain rather unchanged due to slow economic 
growth and planned reductions in the emissions of greenhouse 

1gases. Interestingly, Sub-Saharan states spend more on fuel imports 
than they receive as development aid (in 2011 Sub-Saharan Africa 
received 15.6 billion USD in overseas aid, but spent over 18 billion 

2USD on oil import). African governments, aware of the fast-growing 
energy needs of their societies, have embarked on new investment 
projects that could help upgrade and expand the oil-refining 
capacity of the region. These ambitions often run counter to the 
interests of the oil companies that rather seek to sell crude on 
international markets than process it locally. For instance, the size 
of the proposed refinery in Uganda became a bone of contention 
between the investors and the government (see Uganda’s country 
profile for more details).

Old-school country, rookie or greenhorn? 

This report classifies oil-producing (and prospecting) 
countries in the SSA into three groups: old-school countries, rookies 
and greenhorns. Old-school countries, or the first generation of oil 
producers, such as Nigeria, Angola or Sudan, are countries with 
a relatively long history of oil exploitation which often began in 
pre-independence times. Oil in these countries has been uplifted 
mainly from onshore and shallow water fields by major international 
oil companies (e.g. Shell, ExxonMobil, Chevron, BP, Total, Eni). 
A typical economy of an old-school country is heavily dependent 
on oil extraction; the petroleum sector accounts for a significant 
portion of GDP and remains the backbone of the government’s 
revenues and export earnings. Rookies and greenhorns represent 
the second generation of oil-producing countries in the SSA region. 
Rookies (e.g. Ghana, Mauritania) are relatively new to the oil 
industry, but have some, yet limited, experience, whereas in the 
greenhorn category, the oil development is in a nascent – planned 
or exploratory – phase (e.g. Uganda, Kenya) and/or has just taken 
off on a modest scale (e.g. Niger). With a few exceptions (e.g. CAR, 
Uganda and Kenya), oil drillings in the latter group take place mainly 
in offshore oil blocks (shallow, deep water and ultra-deep water) and 
the economies of these countries are often more diversified, with oil 
being perceived as a “sweetener” rather than the mainstay of 
economic activity.   

Drawing from the mistakes of their old-school peers, rookies and 
greenhorns are more sovereign-conscious with respect to their 
resources, although this awareness is to some degree a result of the 
global oil industry’s evolution and a shift from joint-venture and 
concessionary contracts to production-sharing and risk-sharing 
agreements (see the next section for more details). Moreover, many 
of these countries have more institutional capacity to handle oil 
proceeds, which, as the examples of old-school countries clearly 
demonstrate, may be very tricky and lead to numerous adverse 
effects (see the chapter on negative aspects of oil extraction).  

1
2

African oil demand set to rise, African Business, November 2013, pp. 36-37.
F. Harvey, Overseas aid to Africa being outweighed by hefty costs of importing oil, The Guardian, 
1 April 2012, http://www.theguardian.com/world/2012/apr/01/overseas-aid-africa-oil-imports-costs 

Table 2
Old-school Countries, Rookies and Greenhorns in Sub-Saharan Africa

Old-school 
Countries

Rookie Greenhorn

Angola 

Cameroon 

Côte d'Ivoire

Congo-Brazzaville 

Equatorial Guinea 

Gabon 

Nigeria 

Sudan/South Sudan  

Chad

Ghana

Mauritania  

Democratic Republic of Congo

Benin

Ethiopia

Kenya

Liberia

Madagascar

Malawi

Namibia

Niger

Senegal

Sierra Leone

Uganda

Source: The author’s categorization
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From joint ventures to production/risk-sharing contracts

Partnership between a host government and foreign 
(and domestic) oil companies in Africa is governed by different types 
of contractual agreements. On the one hand, African governments, 
which usually lack know-how, technology and, more importantly, 
financial leverage, want to reap the maximum benefits from their 
natural resources. On the other hand, the international oil 
companies (IOCs) look for the highest possible return on their 
investment. The consensus emerging from these competing interests 
is reflected in the partnership arrangement between the host 
government and the IOC, and usually is set out in one of three 
dominant ways: joint venture, production-sharing contracts and 
risk-sharing contracts. 
Back in the 1950s and 1960s, when oil majors started operations 
in Nigeria and Angola, the joint venture (JV) was the preferred 
choice (see, for example, Nigeria’s country profile for more details). 
Under its provisions, the government would enter into a partnership 
arrangement with an IOC (acting as a co-owner of oil). 
The agreement defined the holdings of each partner in the venture 
and designated one of the partners (usually the IOC) as the operator. 
Participatory holdings in ventures varied from contract to contract 
(and country to country). The government and the IOC shared oil 
ownership rights, costs and profits proportionally to their respective 
holdings; however, in a typical JV, the government interest was 

1carried through exploration. 

1J. Radon, The ABCs of Petroleum Contracts: License-Concession Agreements, Joint Ventures, and 
Production-sharing Agreements, in: Covering Oil: A reporter’s Guide to Energy and Development, 
S. Tsalik, A. Schiffrin (ed.), Open Society Institute, New York 2005, p. 66, 
http://www.opensocietyfoundations.org/sites/default/files/osicoveringoil_20050803.pdf

Africa is many things, but it is not 
a homogeneous continent. Similarly, characteristics of 
crude oil lifted in Africa vary greatly: from the very light 
and sweet Bonny Light in Nigeria to the heavy, sour and 
acidic oil in Madagascar.
The first crude oil benchmarks were introduced in the 
1980s to help buyers and sellers navigate the jungle of 
different oil grades and varieties. The primary four 
benchmarks include: West Texas Intermediate (WTI), Brent 

2Blend and Dubai Crude and the OPEC Basket crude oil. 
The most important crude characteristics determining its 
quality are: viscosity (measured in API units) and sulphur 
level. Light oil has an API gravity of 35 or higher, while 
low sulphur oil (<1.0 percent) is considered to be sweet. 
Additionally, when crude oil contains substantial amounts 
of naphthenic acids (NAs) or other acids, it is referred to 
as acidic crude.
Africa’s oil spans virtually across all possible characteristic 
variations. For example, Africa’s most renowned 
benchmark, Bonny Light, is used to describe the high-
quality (light and sweet) type of Nigerian oil. But apart 
from Bonny Light, there are 16 other oil blends in West 
Africa. Differing oil characteristics create various 
exploitation, transportation and processing challenges. 
For example, light oil from the Niger Delta region is easily 
flammable, while the heavy, paraffinic Dar blend from 
Sudan needs to be transported at high temperatures 
(45-50 degrees) to avoid congealing, and erodes standard 

3refinery processing infrastructure due to its high acidity.

Box 3 Africa is not homogeneous, neither is 
African oil

2

3

J. G. Speight, An Introduction to Petroleum Technology, Economics, and Politics, Wiley-Scrivener, 
2011, p. 127.
E. Grawert, Ch. Andra, Oil Investment and Conflict in Upper Nile State, South Sudan, Brief 48, 
Bonn, International Center for Conversion, May 2013, p. 20, 
http://www.bicc.de/uploads/tx_bicctools/BICC_brief_48.pdf 
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Table 3

Agbami

Bonga

Bonny Light

Girasol

Cabinda

Plazflor

Mandji

Djeno

Dar blend

Crude oil grade Country of originCharacteristics

Nigeria

Nigeria

Nigeria

Angola

Angola

Angola

Gabon

Congo

Sudan

Light (API: 48), sweet (sulphur: 0.04 percent)

Medium (API: 30), sweet (sulphur: 0.24 percent)

Light (API: 35), sweet (sulphur: 0.15 percent)

Medium (API: 30), sweet (sulphur: 0.33 percent)

Medium (API: 32), sweet (sulphur: 0.15 percent)

Heavy (API: 25), sweet (sulphur: 0.41 percent)

Medium (API: 30), sour (sulphur: 1.00 percent)

Heavy (API: 27), sweet (sulphur: 0.42 percent)

Heavy (API: 26), sweet (sulphur: 0.12 percent), high acidity 

Source: ExxonMobil, Chevron, BP, Platts.   

African oil blends and their characteristics

As the exploration and exploitation of crude started to move from 
onshore to offshore acreages, the industry witnessed a shift from 

1concessionaire agreements to Production Sharing Contracts (PSC). 
There was a wide range of reasons for this shift, but the most 
important one was the inability of the governments to meet the 
growing capital expenditure requirements (see the next section for 
estimates of costs associated with offshore operations). As the Chief 
Executive Officer of the Chamber of Mines in Namibia, Mr. Veston 
Malango, put it: “Drilling is risky and expensive. Once there is no 
oil all the money is gone. That is why this is not a business for 

2the government” . Therefore, under a PSC, an IOC, acting as 
a contractor to the host government (not the concessionaire), bears 
all the costs and risks associated with exploration activities, while 
ownership of the resources and any built-oil infrastructure remains 

3with the government throughout the contract term. Once 
commercial quantities of oil are discovered, the IOC is entitled to 
cost reimbursements from oil allocation. The remainder of the 
uplifted oil is shared between the government and the IOC according 
to a negotiated split formula. 

Such arrangements allow African countries, especially the 
greenhorns (e.g. Uganda), to start or quickly scale up oil production 
without risking taxpayers’ money for uncertain exploration activities 
(see Uganda’s country profile). In countries with weak or non-
existent oil and gas extraction laws, PSCs act as de facto major 
extractive industry regulations, and multiple detailed issues should 
be covered in these documents.    

With high global oil demand (and prices), foreign oil companies, 
especially the newcomers making inroads into Africa, are willing 
to swallow less and less attractive terms of partnership with the 
governments. Under the provision of a typical Risk-Sharing Contract 
(RSC), an IOC brings the know-how, technology and money, and 
bears all the financial and operational risk. For bearing the risk, the 
contractor is compensated for incurred operating expenditure and 

4capital costs when commercial quantities of oil are discovered. 
However, differently from PSC, in RSC all uplifted oil is owned by 
the government and the contractor participates in sales profits.

Nowadays, PSCs are the dominant form of partnership for oil 
exploration and production in Africa (see Country Profiles: legal 
framework section for details). However, in the old-school countries 
(e.g. Nigeria), oil exploited under the joint-venture arrangements 
still accounts for a large portion of total production.

4V. Ataka, The features and merits of production sharing agreements with service contracts from 
the view point of an IOC, p. 7, http://www.academia.edu/3300791/Production_Sharing_Contracts_
vs_Service_Contracts_from_the_View_Point_of_an_IOC 

1

2

3

Another reason was that after establishing National Oil Companies (NOC) with monopoly 
production rights in the country, the concessionaire agreements became unacceptable for the 
hosting country. For more see:  C. Duval, H. Le Leuch, A. Pertuzio, J. Lang Weaver, International 
Petroleum Agreements-1: Politics, Oil Prices Steer Evolution of Deal Forms, Oil & Gas Journal, 
9 July 2009, http://www.ogj.com/articles/print/volume-107/issue-33/general-interest/
international-petroleum.html 
Interview with Veston Malango, Chief Executive Officer, Chamber of Mines, Windhoek, 
24 September 2013.
The effects of oil companies’ activities on the environment, health and development in 
Subsaharan Africa, Directorate General for External Policies of the Union, Directorate B, Policy 
Department Study, August 2011, p. 14, http://www.chathamhouse.org/sites/default/files/0811ep_
report_0.pdf 
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However, besides opportunities, oil brings some challenges, 
too. First of all, providing a good investment climate and 
security might be an issue. Local communities are expecting 
a windfall of money, but production is still years away. 
Protests and demonstrations for jobs and other benefits 
undermine investors’ confidence, and slow the region’s 
emergence as a significant oil producer. For example, due 
to protests by the local community in the Turkana region 

7of Kenya, Tullow Oil was forced to “temporarily” halt work.
Secondly, the lack of appropriate infrastructure is mentioned 
among impediments to the oil sector’s development, as well. 
In order to show that the infrastructural deficiencies are 
being addressed, in March 2012 delegates from Ethiopia, 
Kenya and South Sudan met to launch the construction of 
a mega-port in Lamu and a pipeline system worth 16 billion 
USD that would free South Sudan from its northern arch-
enemy, Sudan, and allow Kenya and Ethiopia to export their 
newly discovered crude. However, besides the launching 

8ceremony, nothing else happened to keep the project rolling. 
Uganda – excluded from the Kenyan, Ethiopian and South 
Sudanese plans – so far has discussed three alternative 
pipeline routes for its own use: to Lamu or to Mombasa in 

9Kenya, or to Dar es Salaam in Tanzania. South Sudan is also 
considering an alternative plan to build a pipeline to Djibouti 
via Ethiopia (cutting out Kenya, and cementing its friendship 

10with powerful Ethiopia). 
Similarly, all countries in the region are obsessed with the 
idea of becoming a regional oil-processing hub. Kenya’s plans 
include building a refinery in Lamu or Isiolo with a processing 
capacity of 120,000 bpd, and upgrading an existing refinery 
in Mombasa to 70,000 bpd capacity. South Sudan and 
Uganda laid down plans to have refineries of their own with 

1117,000 bpd and 60,000 bpd capacity, respectively. Ethiopia 
plans to produce enough petroleum to meet its internal 
80,000 bpd demand. But having four refineries in East Africa 

12“might be an overkill” . If national interest in this pipeline 
and refinery poker trump over regional co-operation and 
commercial logic, East Africa is risking wasting a lot of money 

13on projects that are not economically viable. 

For years – in terms of energy – East Africa has 
played the role of a poor cousin to the rest of the continent. 
In fact, petroleum products still account for almost a third 
of East Africa’s imports and, according to EIA, as of 2013 
East Africa had 7.5 billion barrels and 11.3 Tcf of proven crude 

1oil and gas reserves, respectively. When compared with 
Nigerian (37.2 billion barrels and 182 Tcf) or Libyan (48 billion 
barrels and 54.6 Tcf) reserves, these numbers look modest, 
at best. But this situation is about to change soon.
The new wave of oil discoveries in East Africa started in 
2006, when Tullow Oil found oil deposits in Uganda. As it 
turned out later, this discovery was just the tip of the iceberg, 
or rather, the “oilberg”. Indeed, to reach the ultra-deep oil 
deposits beneath East Africa’s offshore seabed, oil companies 
have to reach as deep as 3,700 meters below the sea level 
(Mount Kilimanjaro, the highest mountain in Africa, is 5,895 
meters).
Although serious oil exploration took off just a few years ago 
and is still in its early stages (out of 30,000 wells drilled 
across the continent, fewer than 500 were in East Africa), oil 
drillers now say that this “overlooked” and “underexplored” 

2region seems to be like an “oil el dorado” . Kenya alone may 
hold 10 billion barrels of oil, enough to cover the country’s 

3demand for three centuries. Ethiopia may hold 2.7 billion 
4barrels, while 2.5 billion barrels have been discovered in 

5Uganda so far. Additionally, in Mozambique and Tanzania 
vast oil discoveries have been announced recently (see the 
Gas in Africa section and Country Profiles for more details).
Once brought into the market, oil can help to transform and 
modernize the region. New infrastructure projects will serve 
not only the oil sector, but other sectors too. The spill-over 
effect can solve regional energy shortages and create new 
jobs. Additionally, once production starts, revenues from 
hydrocarbon export can be utilized to increase both public 
services quality and coverage for millions living in one of the 

6world’s poorest regions.

Box 4 East Africa oil bonanza
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Finally, in countries with poor institutional capacity, oil 
revenues tend to do more harm than good (see the further 
section for a detailed discussion of the negative aspects 
of oil discoveries in Africa). Few East African states seem 
to have a proven record of managing national accounts for 
the general good and negotiating reasonable deals with 
big international companies. Similarly, the legal 
framework for oil exploration and exploitation is 
everything but adequate in most countries (see country 
profiles for more details). 
The oil bonanza in East Africa is going to greatly affect the 
current status quo in all of the countries, as well as in the 
region as a whole. Whether for better or for worse is still 
an open question.
   

22



Chapter 2
POOR NUMBERS OF THE SUB-SAHARAN 
AFRICA OIL INDUSTRY 

“We have oil! (or maybe not…)”  

Moreover, even in the event of a commercially viable oil discovery, 
economic, political and technological factors may hold back 
production for years. More importantly, in some places the actual 
presence of oil reserves is still a virtual or vague category, despite 
the hype generated by the industry and the mainstream media. 
One of the best examples is Namibia, which was heralded in 2011 as 
an upcoming oil producer with a total estimate of 11 billion barrels. 
To date, however, with over 20 wells drilled, the country still 
officially has no oil (see Namibia’s country profile for details). Most 
of the wells have come out either dry or with oil deposits which are 
deemed not commercially viable. The other is Ethiopia, where the 
oil industry generally remains very enthusiastic about hydrocarbon 
potential, while the government has been in fact playing down the 
news, at some point even expressing disgruntlement about the 
hype surrounding oil discoveries and spurred by some media. 
For example, in March 2013 the government officially dismissed 
the media reports about oil discoveries in the South Omo area, 

1calling them “unfounded suspicions”. 

There are also instances of fake discoveries, discoveries that are 
difficult to verify, or discoveries which the media incorrectly 
interprets as proven reserves (see the section below). In Liberia, 
African Petroleum (AP) announced an 800 million barrel discovery 
which, according to Front Page Africa investigative reports, was 

2merely the company “fuelling the oil fever” . More importantly, 
according to the article, the national regulatory body, NOCAL, 
admitted off the record that they did not have the capacity to 

3determine if the oil discovery was genuine or fake. There have been 
some speculations that African Petroleum’s announcement of an oil 
discovery may have had something to do with the company fighting 
for survival, as its shares on the Australian stock exchange had 
taken a nosedive the previous year and there had been a buy-out 

4offer to PetroChina. 

The other reason may simply be definitional nuances, as AP has 
5announced prospective resources which required further appraisal.

   
In general, it seems that oil industry representatives often choose 
to present a rosy picture of the African hydrocarbon potential over 
conservative estimates. For example, BP's exploration director for 
Sub-Saharan Africa stated about the Angolan offshore oil potential, 
at a recent oil and gas conference in Cape Town, that “all the 
prospects there have the potential to be giant, which I would say is 
at least 250 million barrels and greater, or super giant of 500 million 

6to a billion barrels and even greater than that” . Part of the reason 
behind inflating news about the oil potential is that most oil 

7companies have their shareholders and financial markets to please. 
This is a problem which has rightly been characterized as “the tail 

8wagging the dog” . Investors value oil companies on current and 
future oil production. The NPV of an oil company is, in simple terms, 
calculated by adding the value of oil and value of oil that the 
company will recover in the future, and deducting the cost of both 

9exploration and extraction of the crude. The other metrics, widely 
used in valuations, is the Enterprise value divided by proven plus 
probable reserves (EV/2P), and the Reserves Replacement Ratio 
which “measures the amount of proved reserves added to 
a company's reserve base during the year relative to the amount 

10of oil and gas produced” . 

Additionally, exploratory works are extremely expensive, with 
a price per single well in the most challenging locations reaching 
even 200 million USD, and daily (!) drilling rates reaching 

11600,000 USD. This is becoming even more important given the 
fact that the majority of new discoveries and exploration works in 
Africa are offshore – mostly deep-water (drilling in waters over 
305 m deep) and ultra-deep water (over 1,524 m). These modes of 
extraction are by definition very costly and capital intensive. Having 
said that, oil companies operating in Africa, in order to secure new 
lines of credit and prevent investors from dumping their stocks, tend 
to lean towards a “glass-half-full” view regarding the hydrocarbon 
potential of places they do business in. Thus, the news from oil-
producing countries or would-be-producers, especially in Africa, 
needs to often be given a reality check.  

          
Africa bears certain resemblances 

thto the 19-century gold rush. 
Most countries of the SSA have 
joined the race, but in many of 
them actual oil production still 
remains a remote prospect. 

The current oil boom in 

5

6

7

8

9

10

11

‘They Found Oil, But…’NOCAL Breaks Silence on African Petroleum Discovery Saga, Front Page 
Africa, 3 June 2013, http://www.frontpageafricaonline.com/businesstech/marketfinance/6165-
they-found-oil-butnocal-breaks-silence-on-african-petroleum-discovery-saga.html 
E. Farge, S. Laxmidas, West Africa bets on Brazilian style oil jackpot, Reuters, 29 November 2013, 
http://www.reuters.com/article/2013/11/29/africa-drilling-idUSL5N0JC4D420131129 
Oil and gas explorers seek investor favour, Financial Times, 20 June 2013, 
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M.J. Kaiser, Y. Yu, Part 1: Oil and gas company valuation, reserves, and production, Oil&Gas 
Financial Journal, 1 February 2012, http://www.ogfj.com/articles/print/volume-9/issue-2/
features/part-1-oil-and-gas-company.html  
Reserve-Replacement Ratio, www.investopedia.com, 
http://www.investopedia.com/terms/r/reserve-replacement-ratio.asp 
Cost of Offshore Drilling Rising as Fast as Oil Prices, CBS Money Watch, 8 May 2008, 
http://www.cbsnews.com/news/cost-of-offshore-drilling-rising-as-fast-as-oil-prices/ 

1

2

3
4

Ethiopia: Govt and Tullow Oil PLC Dismiss Reports of Oil Discovery, Allafrica.com, 6 March 2013, 
http://allafrica.com/stories/201303060929.html 
Doubts Over Oil Discovery in Liberia; Did African Petroleum Stretch the Truth?, Front Page Africa, 
23 May 2013, http://www.frontpageafricaonline.com/businesstech/marketfinance/6063-doubts-
over-oil-discovery-in-liberia-did-african-petroleum-stretch-the-truth.html
Ibidem.  
Ibidem. 

23



Troublesome oil reserves and production data   

          Many experts in the field have long argued that the actual 
global oil reserves may be exaggerated, which is a result of both 

1companies and governments inflating the volumes of hydrocarbons.
In simple terms, the more the governments claim, the more 
investors may come; the more reserves the companies claim, the 
more they please the shareholders and increase the likelihood of 
securing loans for their costly exploratory work. There is also 
a technological factor that may have an impact on the accuracy of 
oil data.

In general, announcing the volume of oil reserves is a political act 
for a government. It is also financially sensitive information for 
oil companies which have recently come under growing pressure 
from shareholders and investors. This is why data is potentially 
vulnerable to manipulation and sometimes tailored to suit particular 
needs. For example, according to Wikileaks, the crude oil reserves 
of Saudi Arabia, the world’s largest oil exporter, may have been 

4overstated by as much as 300 billion barrels, or nearly 40 percent. 
Numbers circulating worldwide may vary and from time to time 
create a great deal of confusion, rendering research difficult and 
increasing the risk of error. 

Broadly speaking, oil reserves can be defined as “the quantities of 
crude oil estimated to be commercially recoverable by application 
of development projects to known accumulations from a given date 

5forward under defined conditions” . More specifically, there are 
three categories of oil reserves – all merely provide a measure of 
“geological risk of probability of oil existing and being producible 
under current economic conditions, using current technology”: 
proven (at least a 90 percent probability that the quantities actually 
recovered will equal or exceed the estimate), probable (at least 
a 50 percent probability that the quantities actually recovered will 
equal or exceed the sum of estimated proved plus probable 
reserves) and possible reserves (at least a 10 percent probability 
that the quantities actually recovered will equal or exceed the 

6sum of estimated proved plus probable plus possible reserves). 
Other terms used in petroleum circles include contingent resources 
which can be defined as “resources that are potentially recoverable 
but not yet considered mature enough for commercial development 
due to technological or business hurdles” and prospective resources 
(“quantities of petroleum which are estimated,  as of a given date, 
to  be potentially recoverable from oil and gas deposits identified on 
the basis of indirect evidence but which have not yet been drilled”) 

7(see Figure 4). 

According to experts, 
the calculation of reserves 

2is “as much art as science”. 
Because the measuring takes 
place deep below the earth's 
surface, “estimates of reserves 
involve imprecise engineering 

3and geological calculations”.
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Figure 4
PRMS framework of reserves and resources by the Society of Petroleum Engineers 

Source: SPE Petroleum Resources Management System Guide for Non-Technical Users, 
http://www.spe.org/industry/docs/PRMS_guide_non_tech.pdf 
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Importantly, proven plus probable reserves estimates (ie. 2P) 
are confidential in all countries, except the UK, Norway, and the 
United States (this data can be purchased from specialized scout 
companies, but are extremely expensive). For example, in Russia, 

1disclosing reserves can be punished by 7 years in jail. Additionally, 
“many countries simply do not allow outsiders to audit the size of 

2the fields” . Therefore, as they find their way to mainstream media 
3they are virtually unchecked. 

Whereas the above definitions may seem quite self-evident for 
experts and industry insiders, the business media and journalists 
often fail to distinguish between the types of reserves, thus inflating 
the overall picture and contributing to the hype. An example of this 
is Uganda, which is widely believed to possess “two billion barrels 
of estimated recoverable reserves” in the Lake Albert region. 
Nevertheless, although the main operator, Tullow Oil, has never 
explicitly made a statement about discoverable reserves, it has 
published data which allowed a group of industry experts to put 
the number of reserves (proven + probable) at 1 billion barrels, 
the remainder being possible reserves (10 percent chance) and 

4“prospective resources” . 

4The Myth Of Uganda’s 2 Billion Barrels, 25 February 2013, 
http://africaoilgasreport.com/2013/02/in-the-news/the-myth-of-ugandas-2billion-barrels/ 
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How much oil do we really have?, BBC, 15 July 2005, 
http://news.bbc.co.uk/2/hi/business/4681935.stm
E. Blanche, Shell Scandal…, op. cit.
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FSU classification: ABC1 (1979) reports maximum 
theoretical recovery, being equal to proven plus 
probable plus possible (3P).

Rest of the world: SPE/WPC (1997) regulations 
report reserves as proven plus probable (2P), 
close to the expected value.

United States: all energy companies listed on the 
US stock market are obliged by the SEC to report 
only proven reserves (1P), assumed to be the 
minimum; these reserves are audited.

OPEC: because quotas depend upon reserves, 
OPEC members report proven reserves (1P), 
which is their wish being non-audited.

Box 5 Four definitions of oil reserves by Jean 
Laherrere  1

1J. Laherrere, What’s Wrong…, op. cit.

•

•

•

•

Figure 5
Discrepancies between different definitions of reserves in Africa 
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As the report shows, in some African countries, a very different 
picture of oil reserves and the potential of particular fields may 
emerge, depending on the source used and definition of reserves. 
This problem extends in particular to exploratory works and oil 
fields in a nascent stage, whose potential is difficult to appraise and 
the reference material is scarce. For example, Tullow Oil puts the oil 
reserves in Ethiopia at 2.7 billion barrels, whereas the Ethiopian 
government accuses the company of misleading the public and 

1calling the news “unfounded suspicions”. Another case examined 
in the report is Senegal, which, according to EIA, does not have 
proven reserves, yet the 2003 US Geological Survey report estimates 

2Senegalese reserves at 1 billion barrels of heavy oil. Similarly, in 
Niger the Agadem block is estimated to contain 650 million barrels 

3of crude and the Ténéré may hold an additional 1 to 3 billion barrels 
4of oil, although, according to the EIA, the country has no oil 

reserves. The situation is compounded by the poor transparency 
of the oil sector (see further sections), which makes gathering data 
in certain locations all but easy. 

There have been examples of exaggerating reserves in the past — 
either as sheer manipulation or by using different standards. 
For example, according to a more rigorous method, companies 
“cannot book proven developed reserves for any oil and natural gas 
fields for which they have not already allocated the money to do the 

5drilling” . Some companies book reserves in fields years before 
making any significant investments to recover oil, which may also 
lead to a situation where a company declares oil which it will not 
even touch before the licence expires. Overestimated reserves were 
at the centre of a scandal involving Shell that erupted in 2004. 
It had been established that the company inflated its reserves by 
20 percent by booking some of its probable reserves as proven 

6reserves for years. An additional confusion may be provoked by 
publication of “total resources” which are determined using 
inconsistent methodology and are not subject to regulation, and 
basically refer to all oil a company expects to extract in the future.
 
On the other hand, some geological data regarding oil reserves 
that are disclosed and start living their own life worldwide can be, 
in fact, underestimated, given the limitations of current extraction 
technology and oil characteristics. For example, under present 
technology only a fraction of oil discovered can be actually 
recovered, the remainder being called “non-producible” oil. 

7Technically, only the former can be considered “oil reserves” .
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Transparency and quality of data  

This is why presenting reliable data from some African old-school oil 
producers, rookies and greenhorns can be a real challenge. Some 
numbers by definition will never be certain due to technological 
limitations. Oil potential, especially in offshore locations, can be 
examined and estimated only using indirect techniques, which, 
although considerably improved over the years, have some accuracy 
issues. “There are huge margins of error with oil data and it has to 
be treated as such. It's the nature of the product. Thinking you can 
measure it to the eighth decimal point, well, it's just a waste of 

9time” . Experts are cautious about available data. As concluded by 
one expert, “oil market data is generally a black art like using a set 
of chicken bones”, and “if Columbus had thought he'd hit India when 
in fact he was in the Caribbean, that's about the level of oil market 

10data” .

The oil industry is full of examples which demonstrate the poor 
quality of official statistics and their discrepancies. Nigeria is the 
first case in point. “No one knows how much oil Nigeria actually 

11produces” , states an article in The Economist. 

          
as superbly presented in Poor 

8Numbers by Morten Jerven, 
is far from perfect, and so is the 
transparency of the oil industry, 
which is shrouded in secrecy. 
This is why presenting reliable 
data from some African old-school 
oil producers, rookies and 
greenhorns can be a real 
challenge.  

The quality of data in Africa, 
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Nigeria: Country's Daily Oil Production Underestimated — Consultant, Daily Trust, 29 April 2013,  
http://allafrica.com/stories/201304291338.html 
China and African oil: Hungry giant provides formidable tools for bargaining, Financial Times, 
17 June 2010, 
http://www.ft.com/intl/cms/s/0/b7ecae0a-78da-11df-a312-00144feabdc0.html#axzz2nqVAkGUf 

According to some experts, daily production exceeds the declared 
2.4 million bpd by more than 1 million. “What we are talking about 
now is what comes out from the terminals and the other thing is that 
even at the terminals the measuring systems are not where they 

1should be, they are not accurate”.
  
Global Witness warns that some African countries actually benefit 
from opacity in the oil sector, citing the example of Sudan (before 
it split to Sudan and South Sudan). The organisation found a large 
discrepancy between Chinese CNPC’s data and the Khartoum 
government’s figures, which, according to Rosie Sharpe, may 

2amount to 12 million barrels “worth 370 million USD” . 
The difference may stem from the government of Sudan under-
reporting the volume of oil shipped out overseas in order to 
transfer less money to the southern government, which the latter 
was entitled to under the north-south agreement.
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Chapter 3
OIL INFRASTRUCTURE: 
REFINERIES AND PIPELINES

The current oil bonanza has also revealed the rather dismal state 
of the refining industry in the continent and the numerous 
challenges it faces both globally and domestically. The recent 
events have urged African leaders to propose dozens of new 
projects to increase the existing capacity to better suit the fast-
growing needs.       

          
discoveries have spurred 
infrastructural developments 
in many parts of the region. 
There is a growing demand for 
more efficient and widespread oil 
production and transportation 
infrastructure that could match 
the growing demand for oil and 
increasing ambitions of many 
new oil producers to become 
a part of the global petroleum 
chain. Building oil pipelines or 
linking to the ones already in 
place is particularly important 
for landlocked countries such 
as Chad, Niger or Uganda. 

The recent oil and gas 
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UPDATE 1-Cameroon increases transit fee on Chad oil pipeline, Reuters, 30 October 2013,  
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Chad, Global Governance, Vol. 17, Issue 2, Apr-Jun 2011, pp. 229-245.
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Emerging oil and gas developments in East Africa, EIA, 
http://www.eia.gov/countries/regions-topics.cfm?fips=eeae 
East Africa to build two oil pipelines, New Vision, 26 June 2013, 
http://www.newvision.co.ug/news/644375-east-africa-to-build-two-oil-pipelines.html 
South Sudan Oil Pipes to Cross Ethiopia, Ethiopia Investor, http://www.ethiopiainvestor.com/
index.php?view=article&catid=1 percent 3Alatest-news&id=3955 percent 3Asouth-sudan-oil-
pipes-to-cross-ethiopia&option=com
Uganda Agrees to Plan for Oil Pipeline to New Kenya Port, Reuters, 25 June 2013, 
http://www.voanews.com/content/uganda-plan-oil-pipeline-new-kenya-port/1689123.html 

Pipelines     

The current oil transport infrastructure in SSA is 
insufficient to absorb the growing production of crude, and given the 
host of new projects that will come in the near future, it has to be 
upgraded and expanded. Since many currently planned oil pipelines 
will often cross-cut the territories of several countries and involve 
a number of stakeholders (governments and oil companies), thus 
relying on successful cooperation and overcoming political 
differences, their fate is far from certain. On the other hand, 
offshore extraction of oil, which has become a dominant business 
model in the recent oil discoveries, takes off much of the heat from 
the inland infrastructure, as the crude is uploaded directly onto 
vessels and shipped out. 

One of the most significant oil transport infrastructures on the 
continent is the Chad-Cameroon pipeline, owned by ExxonMobil, 
Chevron, Petronas and the governments of Chad and Cameroon, 
which is 1,070 km in length and transports oil to the Atlantic port 
of Kribi. Built in 2003, during the first eight years more than 
410 million barrels of oil were pumped through the pipeline. 
The project has faced numerous regional cooperation problems, 
mismanagement and corruption, but nevertheless it has served 
the countries in the region relatively well, with Chad being able to 
export oil and Cameroon benefiting from transit fees, which it has 

1recently managed to renegotiate. Currently, there are plans to build 
an additional 600 km of pipeline that will link Niger with the already 

2existing facilities. In fact, in September 2013, Niger signed an 
3agreement with Cameroon to export its oil via the pipeline.

In East Africa, the only existing oil pipeline to date runs through 
Kenya. It transports refined products from Mombasa to Nairobi, and 
further to the western Kenyan towns of Nakuru, Kisumu and Eldoret. 

4The system has been in place since 1978. Recently, the governments 
of Rwanda and Kenya agreed to extend it further to the west from 

5Eldoret and Kampala to Rwanda (with a reverse mechanism). 
Due to recent spectacular discoveries in the region, there is 
a growing need for developing additional energy transportation 
infrastructure. The most important regional project is LAPSSET 
(Lamu Port – South Sudan – Ethiopia Transport Corridor), that 
includes a pipeline network through Kenya, Uganda, Ethiopia and 
South Sudan. In March 2013, the government of Ethiopia signed 
a memorandum of understanding with South Sudan and Djibouti 

6for the construction of the pipeline which would cross Ethiopia, 
and in June 2013, after months of tug-of-war, Uganda finally agreed 

7to be a part of the plan. 
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10 June 2013, http://www.bloomberg.com/news/2013-06-09/sudan-threatens-to-shut-down-
south-sudan-oil-over-rebel-support.html
Ibidem.  
Zambian Govt Seeks To Recapitalize Tazama Oil Pipeline, Dow Jones Newswires, FWN Financial 
News, 29 September 2009, 
http://downstreamtoday.com/news/article.aspx?a_id=18422&AspxAutoDetectCookieSupport=1 
State ponders replacing TAZAMA pipeline, Times of Zambia, 12 September 2013, 
http://www.times.co.zm/?p=32921
Nigeria: Privatizing Oil and Gas Pipelines, 5 November 2013, 
http://www.vanguardngr.com/2013/11/nigeria-privatizing-oil-gas-pipelines-1/ 
Nigeria Analysis, Background, EIA, http://www.eia.gov/countries/cab.cfm?fips=ni
PPMC: Nigeria Lost $10.9bn to Pipeline Vandalism, This Day Life, 2 August 2013, 
http://www.thisdaylive.com/articles/ppmc-nigeria-lost-10-9bn-to-pipeline-vandalism/155201/ 

The fate of the pipeline still remains uncertain. In an interview in 
August 2013, the undersecretary to South Sudan's finance minister, 
Wani Gweri, hinted that “the government’s surveys showed that 
transporting oil through Djibouti was more cost-effective than doing 

1so through Kenya”.
 
South Sudan, which remains dependent on its northern neighbour, 
has reportedly been impatient with the pace of the Lamu project 

2development – information that the government officially denies. 
Currently, oil is transported through two pipelines (one from Muglad 
Basin, and the other from Melut Basins - Petrodar pipeline) that run 
to refineries and shipping facilities at Port Sudan located by the 
Red Sea. But the terms of Sudan’s oil shipment and transport fees 
are disputed (which culminated in oil shipment through Sudan’s 

3territory being halted for 15 months). Sudan has also threatened 
4to stop oil shipments from South Sudan on numerous occasions.

  
Another East African pipeline network is the TAZAMA crude oil 
pipeline, which runs 1,710 km from Dar es Salaam (Tanzania) to 
Ndola (Zambia), linking the TIPER refinery and Indeni refinery. 
The facility was constructed between 1966 and 1968 with designed 
throughput of 1.1 million tons per year. The current capacity is 

5approximately 600,000 tons annually. The pipeline is owned by 
Tazama Pipeline Limited, a joint company of the governments 
of Zambia which holds a 66.7 percent stake in the company and 
Tanzania, which holds the rest. According to Zambian officials, 
the pipeline “had outlived its usefulness”, and as a result a major 
overhaul or even running a new line parallel to TAZAMA is currently 

6being discussed. 

In Nigeria, which is the biggest oil and natural gas producer on 
the continent, the pipeline system is more than 3,000 km in total 
and runs mostly through rural and swampy areas in Niger Delta. 
The pipeline is owned by Nigerian National Petroleum Corporation 

7(NNPC) and oil majors operating in the country. The export 
terminals are operated by Shell (Forcados and Bonny terminals), 
ExxonMobil (Qua Iboe terminal), Chevron (Escravos and Pennington 

8terminals) and Eni (Brass terminal). The Nigerian pipeline system 
is infamous for constant spills and acts of vandalism. It is estimated 
that 150,000 barrels of oil are stolen from the Nigerian pipeline 
system every day, which has already cost the Nigerian state over 

910 billion USD. 
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Work Set To Begin On Mozambique-South Africa Oil Pipeline, Deutsche Presse-Agentur, 25 July 2008, 
http://www.downstreamtoday.com/news/article.aspx?a_id=12077&AspxAutoDetectCookieSupport=1 
Transnet pipelines, http://www.transnet.net/Divisions/PipeLines.aspx
Ghana gas pipeline delayed to April — minister, Reuters, 19 September 2013, 
http://www.reuters.com/article/2013/09/19/ghana-gas-pipeline-idUSL5N0HF1LS20130919  
Acergy S.A. Awarded $250 Million Contract in Angola, Bloomberg, 15 December 2008, 
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=aLqU_gYSG1DY 
Pipeline to prosperity: developing pipeline infrastructure in Subsaharan Africa, 
Pipelines International, June 2011, http://pipelinesinternational.com/news/pipeline_to_prosperity_
developing_pipeline_infrastructure_in_Subsaharan_af/061149/ 
Qatar to fund Beira-Malawi oil pipeline, Pipelines International, 2 March 2009, 
http://pipelinesinternational.com/news/qatar_to_fund_beira_malawi_oil_pipeline/011568/ 

In the southern part of the continent, plans to construct the 
Mozambique–South Africa Oil Pipeline project have been announced. 
It would run from Maputo in Mozambique to Gauteng in South 
Africa. With a 500 km span and an initial capacity of 6 million 

10cubic metres annually, the project is worth 600 million USD. 
The Petroline company has been commissioned to construct the 
pipeline, but due to environmental controversies and allegedly 
unfair treatment by the South African government, it has been 
suspended. In South Africa, Transnet pipelines are responsible for 
100 percent bulk petroleum products and have operated since 

111965.
 
There are future plans to upgrade and extend the pipeline network 
in SSA. Ghana’s government has spearheaded construction of an 
offshore pipeline to export commercial quantities of gas from the 
Jubilee Field, located 60 km offshore Ghana, but due to technical 

12and funding issues, the project has been delayed until April 2014. 
Angola embarked upon building a network of pipelines that 
transports gas from the offshore blocks, specifically designated for 
this project, to the LNG plant onshore. The 550 million USD contract 
for a near offshore and onshore segment of the pipeline has been 

13awarded to Acergy (Norway) and Spiecapag (France). Also, Malawi 
is considering building the country’s first pipeline and will invest 

146.5 million USD in preliminary construction work. It will be 
approximately 410 km long and will help transport oil from 

15Mozambique’s port Beira to Nsanje in Malawi.
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Figure 6
Oil pipelines in Sub-Saharan Africa
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Source: Africa Pipelines map, 
http://www.theodora.com/pipelines/africa_oil_gas_and_products_pipelines_map.html 
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1N. Fleming, A Looming Downstream Boom, Not In Refining, 13 August 2013, 
http://africaoilgasreport.com; Pipeline poker, The Economist, 25 May 2013, 
http://www.economist.com/news/middle-east-and-africa/21578402-east-africa
-danger-throwing-away-part-its-new-found-oil; the Authors' own research.

Refineries      

Whereas the oil pipeline system presents a great deal 
of challenges in Africa in light of new discoveries and the growing 
demand for petroleum products, the refining industry is the true 
Achilles heel of the continent. The growth of the African demand 
for oil products is expected to surpass its GDP growth and surge 

1by 50 percent within the next decade. According to analysts at 
Barclays, the African crude oil demand will grow by 150,000 bpd 
in 2014, representing close to 15 percent of the global demand 
growth. Problematically, in spite of rich crude oil deposits, SSA has 
a very serious shortage of refining capacities, and this is very 
unlikely to change anytime soon. 

Importantly, most of the demand growth will come from clean fuel, 
mainly transportation fuels, which in turn will require changing 
refining configurations and upgrades. As a result, most of the 
petroleum and other oil products will have to be re-exported once 
the value has been added overseas. This is very unfortunate for 
a region which boasts over 132 trillion barrels of proven reserves 
and burgeoning oil consumption, while nonetheless remaining 
heavily dependent on petroleum import. Many African refineries 
have been shut down or halted because of low refining margins 
globally, small local markets, high operating costs (which are also 

2a result of the small size) and poor yield.

2AfDB, Oil and Gas in Africa, Joint Study by the African Development Bank and the African Union, 
Oxford University Press, 2009, p. 50. 

Figure 7
Oil refineries in Sub-Saharan Africa

Source: The authors' own research
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In theory, refineries in SSA have a combined potential output 
of around 1.8 million bpd, but the actual output is much lower. 
This is demonstrated by the example of Nigeria, whose theoretical 
refining potential is 445,000 bpd but in 2012 produced only 
93,500 bpd. The race against time is not only about reducing 
shortfall in capacity but building new facilities and upgrading 
technologically those which already exist. The current state of 
many refineries in Africa, among which the majority were built 
in the 1970s and 1980s, is rather gloomy. Therefore, even doing 
business as usual comes with a high price if the current capacity 
is to be maintained. Boosting the refining industry should also be 
seen as an opportunity to catalyze industrialization in many 
African countries developing the petro-chemical industry and, 
more generally, becoming a part of the petrochemical value chain.  

1R. Augood, Challenges facing African refining sector, Petroleum Africa, February 2010, pp. 24-26.  

Historically, African refineries have dealt with numerous challenges, 
1such as: 

low utilization rates – many facilities have operated 
irregularly which can be explained by financial or various 
technical problems (TOR in Ghana, SAR in Senegal) but 
also sheer obstruction of oil pipelines (Nigeria).  

low efficiency – compared to other facilities, African 
refineries are small, inefficient, have poor upgrading 
equipment and are not able to handle large cargos of 
crude (for example a typical European refinery handles 
200,000 bpd, whereas most African facilities less than 
50,000 bpd; even the 210,000 bpd produced in Nigerian 
Port Harcourt look pale compared to Jamnagar in India 
with a capacity of 1,24 million bpd).

low flexibility/low complexity – most refineries are not 
flexible on crude stock, for example in many cases when 
the locally produced crude does not match certain 
refining configurations they choose to import light sweet 
crudes with higher clean product yields (e.g. Cameroon, 
Ghana and Côte d'Ivoire essentially do not refine their 
own oil). 

lack of competitiveness – the price structure of 
oil-related products has been often heavily influenced 
by governments’ policies to keep prices of inland 
petroleum products at artificially low levels. It has often 
led to cash-flow problems of refineries and resulted in 
debt.   

•

•

•

•
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Chapter 4
NEW TRENDS IN THE SSA OIL INDUSTRY

6

7
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J. Jiang, J. Sinton, Overseas Investments by China’s National Oil Companies, Assessing the drivers 
and impacts, OECD/IAE, 2011, p. 14. 
E.S. Downs, Who’s Afraid of China’s Oil Companies? in: Energy Security: Economics, Politics, 
Strategies, and Implications, C. Pascual, J. Elkind, (ed.), Brookings Institution Press, Washington 
DC 2009, p. 80.  
Testing CNOOC's deepwater credentials, Chinamining.com, 21 May 2012, 
http://www.chinamining.org/Investment/2012-05-21/1337582991d56834.html 
Catching up, The Economist, 26 May 2011. 
The Tiger and the Dragon: a comparison of Indian and Chinese investments in West Africa’s oil 
industry, Africa at LSE Blog, 28 October 2013, http://blogs.lse.ac.uk/africaatlse/2013/10/28/the-
tiger-and-the-dragon-a-comparison-of-indian-and-chinese-investments-in-west-africas-oil-
industry/ 
Essar Energy to exit Kenyan refinery due to upgrade costs, Financial Times, 3 October 2013, 
http://www.ft.com/intl/cms/s/0/bb709c3c-2c03-11e3-acf4-00144feab7de.html#axzz2of6zr0wF 

For instance, Chinese state-owned enterprises (SOEs) do not have 
6sufficient skills or know-how in the offshore deep and ultra-deep 

waters to match Western majors or specialized independent 
companies. To this end, CNOOC is working with Total in Nigeria’s 
Akpo and Egina deep-water fields, where it bought a stake in 2006. 
This and other acquisitions are geared towards gaining necessary 

7offshore exploration and production expertise, and Africa is often 
perceived as a training ground where new skills can be applied 
before being put into practice elsewhere, including domestic deep-

8water reserves.  

Indian companies have been making inroads into Africa’s oil sector 
as well. However, their footprint is far more limited, even though 

9India is determined to catch up with China. Additionally, their 
10conduct in the region differs in a number of ways. For example, 

Indian companies are both state-owned companies such as ONGC 
Videsh Limited (OVL), Indian Oil Corporation Limited (IOCL) and 
Oil India Limited (OIL), and private sector companies such as Essar 
Oil (which has just abandoned the refinery upgrading project in 

11Kenya). Indian companies have more aversion to risk, which makes 
competing with Chinese counterparts often very difficult. 
Additionally, India provides fewer concessional loans to African 
countries and in general fares less successfully in diplomatic terms.        

Enter the dragon (and elephant…): Asian oil companies in Africa   

China has become particularly active both in countries in the old-
school category, such as Angola (the country’s largest source of 

1crude imports) and in several emerging oil producers, such as 
2 3Uganda or Chad. In fact, whereas Chinese oil diplomacy began 

4to merely gain speed at the beginning of the 2000s, now China’s 
presence is felt nearly in all parts of the continent. 

The trend has been set by the state-owned super giants — China 
National Petroleum Corporation (CNPC), which handles exploration 
of oil and gas and upstream production, the China National Offshore 
Oil Corporation (CNOOC), which focuses on offshore exploration 
and production, and China Petrochemical Corporation (Sinopec). 
The latter traditionally has specialised in the downstream sector, 
but has now also moved to exploration and upstream. The refinery 
industry has also attracted numerous Chinese companies and 
resulted in a series of successful projects. In fact, as this report 
shows, of the five refineries announced in the past few years, only 
three have been accomplished – all three of which (in Niger, Chad 
and Sudan) were built by CNPC or its subsidiaries. 

Although, more recently, Chinese oil companies have been facing 
5some resistance (“assertiveness unthinkable until recently” ) in 

countries such as Chad, Gabon and Niger, the Chinese engagement 
in the African oil sector remains strong. Whereas Chinese companies 
pose a real challenge to other players in Africa, they are on 
a learning curve at the same time. 

          The current oil boom in 
Africa should be framed within 
the context of the major shift 
taking place in the global 
economy. The shift, among others, 
is manifesting itself in the growing 
power and international 
expansion of Asian economies, 
namely China and India. 

1

2

3

4

5

A. Alves, Taming the dragon: China's oil interests in Angola, in: China and Angola: A Marriage 
of Convenience?, M. Power, A. Alves (ed.), Pambazuka Press 2012.  
China's CNOOC wins $2bn Uganda oil field contract, BBC, 26 September 2013, 
http://www.bbc.co.uk/news/business-24279582 
Chad suspends China firm CNPC over oil spill, BBC, 14 August 2013, 
http://www.bbc.co.uk/news/world-africa-23697269 
I. Taylor, Unpacking China’s Resource Diplomacy in Africa, Center on China’s Transnational 
Relations, 1 Working Paper No. 19, 2007. 
China Finds Resistance to Oil Deals in Africa, The New York Times, 17 September 2013, 
http://www.nytimes.com/2013/09/18/world/africa/china-finds-resistance-to-oil-deals-in-
africa.html?_r=0 
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Sudanese Government forces, as well as armed militias 
backed by the al-Bashir government, launched several 
attacks on the ethnic Dinka, burning food, houses and seeds 
and driving them from their land. As a consequence, the 
reputation of China suffered in the eyes of many South 
Sudanese. Again, however, the global dimension of such 
occurrences must be stressed: the oil block was a consortium 
which not only included CNPC but also Malaysia’s Petronas, 
Sudan’s Sudapet and India’s Oil and Natural Gas Corporation.
The Chinese have faced a steep learning curve in Africa, with 
pressure exerted from local and Western NGOs, foreign 
governments and the practices of Euro-American oil firms. 
CNPC, for instance, has increasingly incorporated a Corporate 
Social Responsibility (CSR) strategy into its model of 
engagement. The company has sponsored South Sudanese 
students to attend the Chinese University of Petroleum in 
Beijing, donated 700,000 USD for a computer laboratory 
to the University of Juba and, according to company 
representatives; the proportion of local employees working 
on oil projects for CNPC globally exceeds 95 percent. 
In addition, CNPC has developed medical facilities, 
contributed 1.6 million USD toward a sewage treatment 
plant, and assisted in the reconstruction of Juba’s airport. 
Nevertheless, like many other multinational oil firms, there 
remains a certain autism in substantial engagement with 
local communities affected by oil exploration. The hyper-
securitization of oil fields is one sure way to disengage 
operations from the surrounding environment. Additionally, 
Chinese oil firms prefer to communicate with local 
communities via local government bodies rather than face-
to-face. This leads to a host of misconceptions and does not 
help to mitigate local expectations.  
Chinese oil companies have made significant improvements 
in their engagements with Africa; this will hopefully have 
an impact on their future energy ventures on the continent, 
such as East Africa, where an energy boom is in its inception. 
The global oil industry in the context of the world’s least 
developed countries is an enterprise fraught with dangers — 
to producers, the host state, local communities and the 
environment as a whole. China’s engagement, while hardly 
exemplary, needs to be situated within this broader spectrum 
in which investors from all over the globe are held under 
closer scrutiny.

The Chinese “scramble” for African oil, often 
discussed in the Western media, needs to be placed within 
a global context. It is true that China now obtains roughly 
one third of its imported oil from Africa and that two thirds 
of all African exports from Africa are comprised of oil. 
Nevertheless, in 2006, China purchased only 9 percent 
of African oil while the United States took 33 percent and 
Europe 36 percent. Imported oil only accounts for 10 percent 
of China’s total energy consumption (coal is still the dominant 
energy source in China). The average American consumes 
25 barrels of oil per year, while the average Chinese 
consumes 2.2 barrels per year; China has 35 cars per one 
thousand people while the US has 800 cars per one thousand 
people. Despite China’s relatively modest consumption of 
African oil, the rapid growth of the Chinese middle class 
is putting greater demands on oil consumption. Take, for 
example, China’s burgeoning automobile market. Currently 
one-third of its oil is consumed by cars in China. In this 
respect, Chinese engagement in the African oil sector is set 
to increase, making an analysis of its engagement crucial to 
the broader understanding of foreign oil exploitation within 
Africa. 
Michael Ross, who analysed 170 countries by drawing on 
50 years of data, concludes that within the developing world, 
oil states are twice as likely to have civil wars as non-oil 
states, and are also more secretive, more financially volatile, 
and offer women fewer economic opportunities. While 
China, like many other foreign investors, has had to grapple 
with this reality, it has encountered particularly difficult 
circumstances. It has tended to invest in regions considered 
too dangerous by many of its risk-wary Western 
counterparts. Additionally, an official cornerstone of Chinese 
state foreign policy is the notion of “non-interference” 
in other countries’ affairs - a policy which oil exploration 
in volatile regions of Africa pushes to the limit.
Both of these factors are highlighted in the Chinese oil 
engagement in the Sudan; during the Darfur conflict, China 
was a major military supplier to the Khartoum government, 
which used oil revenues to purchase equipment. China’s 
establishment of oil-drilling fields in the midst of the civil war 
between the north and the south led to deaths and forced 
removals. 

Box 6 The Chinese scramble for African oil, Ross 
Anthony, Centre for Chinese Studies, University 
of Stellenbosch  
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Other BRICS are coming? They are already here!

Other BRICS countries’ companies have been trying to get 
a piece of the action in the African oil bonanza too. The Russian oil 
company LUKOIL is currently drilling wells in Ghana, Côte d'Ivoire 
and Sierra Leone and, according to the company’s official journal, 
“West Africa is a priority sphere of activity for LUKOIL outside 

1Russia”. Another Russian state-owned energy giant — Gazprom — 
is present in Nigeria by the joint venture Nigaz, created by the 

2Nigerian National Petroleum Corporation and Gazprom. 

The state-run Petróleo Brasileiro SA, known as Petrobras, is lining 
up for many oil projects in SSA, too. Petrobras has been operating 

3in Angola since 1979, but it ramped up its activities in 2006 when 
4it started to operate three oil blocks. The company has a lot of 

experience in deep-water drilling in the Campos Basin, which shares 
the same geological features as the Western coast of Africa. It is 
worth mentioning that oil discoveries on the Brazilian coast raised 
many hopes for the West African oil potential, and prompted 
investors to spend more on exploration. Besides Angola, Petrobras 
is operating in Benin, Nigeria, Gabon, Tanzania and Namibia.   

The emergence of independents in SSA 

For quite some time now, Sub-Saharan Africa has been 
considered a promising frontier oil and gas region, thus the 
continent has attracted a great variety of international oil 
companies. 

In the petroleum industry, there are many companies that deal with 
various stages of the exploration, upstream, refining processes, 
downstream and oil-product marketing. The biggest and most 
influential oil companies, which comprehensively “deal with oil” 
from exploration to marketing, are commonly called majors. 
The most important major oil companies operating in SSA are: 
Chevron, Total, Shell, BP and ExxonMobil. In fact, these companies 
are often called super-majors due to the considerable extent of their 
activities. The second category of oil corporations are independents, 
which specialize exclusively in exploration and/or production of 
crude oil. The largest and most active independent oil company in 
SSA is probably Tullow Oil, but many others such as Kosmos Energy, 
Anadarko, Noble Energy, Hess and Ophir Energy are increasing their 
stakes in the region’s oil wealth too. There are also small companies 
that focus on so-called “wildcat drillings” (hence the name wildcats) 
— exploration of new areas with no proven history of oil exploitation. 
These companies expect to make profits on unexpected discoveries 
of oil. Since Sub-Saharan Africa is perceived as the least explored 
region in the world, for wildcats it has been quite a natural habitat. 
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V. Igorev, LUKOIL’S African Prospects, Oil of Russia. LUKOIL International Magazine, No. 3, 2010, 
http://www.oilru.com/or/44/913/  
T. Wheeler, The 'Big Bear' Is Back: Russia Promotes its Vision of a Multi-polar World, 
Growth Magazine, Issue 4, SAIIA, 2009, http://www.saiia.org.za/opinion-analysis/the-big-bear-is-
back-russia-promotes-its-vision-of-a-multi-polar-world 
Petrobras, Global Presence, http://www.petrobras.com/en/about-us/global-presence/ 
Brazil’s Big Five in Africa, African Business, Issue 402, November 2013, p. 92.

Other important actors in the SSA oil industry are African parastatal 
companies (e.g. Sonangol in Angola, Nigerian National Petroleum 
Corporation and Sudapet in Sudan), which sometimes both regulate 
petroleum production and have commercial stakes in oil-producing 
blocks, although they rarely act as block operators. The last 
category of oil company in Africa are non-African state-owned oil 
companies, with the aforementioned China National Petroleum 
Corporation being a prime example. 

Another important highlight in the African oil industry is that 
Western oil companies are stepping back and selling some of their 
assets. This trend can be observed in Niger Delta, where Shell and 
Chevron are inviting bids for their onshore licences. The majors are 
also gradually abandoning the downstream market, with Chevron, 
BP, and Shell selling substantial parts of their distribution and 
marketing network to local companies. Only Total’s downstream 

5empire remains relatively intact in the region. Additionally, the 
independent companies are becoming more important due to their 
recent discoveries in East Africa and restrained positions in West 
Africa. At the same time, the deepwater offshore areas are still 

6dominated by the super-majors.
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N. Fleming, A Looming Downstream Boom, Not In Refining, 13 August 2013, 
http://africaoilgasreport.com
E. Ball, Exploration, development spending increases off Africa, Offshore, Vol. 72, Issue 5, 
May 2012, pp. 46-49.
Tullow Oil, Our history and performance, http://www.tullowoil.com/index.asp?pageid=13 

Tullow Oil is an example of a company that 
made investment in exploration and development of oil 
projects in SSA the core of its business model. Tullow Oil 
is the largest independent oil company in Sub-Saharan 
Africa. Established in the 1980s, it focused on “small oil 
fields in Africa, which had been left behind by the majors 

7and had no-one to work them” . The turning point for 
Tullow Oil was the discovery of oil in the Ghanaian Jubilee 
Field in 2007. A year earlier, it was Tullow Oil who 
announced the discovery of oil in Uganda. After the 
turbulent purchase of Heritage Oil’s licences in Lake 
Albert, Tullow Oil, together with the Ugandan government, 
Total and CNPC, is about to develop oil extraction, 
a pipeline network and a new refinery in Uganda. In 2012, 
Tullow Oil made an oil discovery in the South Lokichar 
Basin in Kenya. In addition to Kenya, Uganda and Ghana, 
Tullow Oil is conducting exploration in Mauritania, Sierra 
Leone, Tanzania, Côte d'Ivoire, Gabon and Congo-
Brazzaville.

Box 7 Tullow Oil
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The struggle for access to African oil and gas is not carried out on 
the basis of absolute competition. Indeed, one can even argue that 
African governments’ position is even stronger today than it was 
in the 1990s. Interestingly, some of the European and American 
independents and small wildcat drilling companies are being bought 
out by Chinese state-owned enterprises, but it is far more common 
that Chinese companies are creating joint-ventures with African 
parastatals and other independents and majors. The most 
prominent is the co-operation between BP, Sonangol and Sinopec 

1International in Block 18 in Angola.

1A. Vines, From Sea to Shining Sea? Africa’s Expanding Energy Landscape, Oxford Energy Forum 
Journal, November 2012, 
http://www.chathamhouse.org/sites/default/files/public/Research/Africa/1112oej_vines.pdf 

New technologies vs. price of oil

Oil prices in recent years have remained relatively 
volatile, yet almost persistently high. According to various 
estimates, this is likely to stay the same in the upcoming year. 
The Brent crude spot price averaged 112 USD per barrel in 2012 
and 109 USD in 2013, and is projected to remain above 100 USD 

2in 2014. This, combined with the increasingly high state of the 
art technologies at hand, such as drillships, bottom feeders, 

3supercomputers and 3D or even 4D seismic research, has been 
constantly pushing frontiers further in the industry and opened up 
new possibilities of oil exploration and extraction. SSA, with its vast 
resources, has been a training ground for many new technological 
ventures.  

2

3

EIA, Short Term Energy Outlook (STEO), December 2013, 
http://www.eia.gov/forecasts/steo/pdf/steo_full.pdf 
Ch. DeHaemer, Profit from Deepwater Drilling: 3 New Trends in Oil Production, Energy & Capital, 
8 August 2013, http://www.energyandcapital.com/articles/profit-from-deepwater-drilling/3711 

Figure 8
Maximum operational depth of offshore fields (km) 

Source: Mustang Engineering, Offshore Magazine via Plumbing the depths, The Economist, 4 March 2010. 
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The high price of oil provides incentives for oil companies to search 
for crude in technically more difficult locations and at the same time 
makes an increasing number of projects previously prohibitively 
expensive now financially feasible, since the cost of the “marginal 
oil” can be high. For example, according to one expert, to sustain 
ultra-deep water drilling some companies need a price of 75 USD per 

1barrel. The daily cost of a deepwater exploratory and production 
rig operating in ultra-deep waters today averages over 500,000 
USD, with other deepwater rigs from 300,000 USD to 400,000 USD 

2per day. A “mistake” leading to drilling a “dry hole” in an ultra-deep 
3oilfield can cost up to 200 million USD. With other, unconventional 

oil deposits, the break-even point may be even higher. Wood 
Mackenzie estimates that new mining developments of oil sand 
require prices of 60-100 USD a barrel (depending on technology 

4and whether upgrading is included) in order to break even.    
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IEA, World Energy Outlook 2010, Paris 2010, p. 145.  
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The new drive in Africa concerns both 
conventional (deep water with a depth of over 450 m, 
and ultra-deep water with a depth of over 1,500 m) and 
unconventional oil deposits. The latter category is not 
precise and time-dependent, as there is no universally 
agreed definition of unconventional oil, and the existing 
definition is likely to evolve. Nevertheless, usually it 
denotes resources which “require production technologies 
significantly different from those used in the mainstream 

5reservoirs exploited today” . The definition, depending on 
the criteria applied, may encompass heavy oil, extra-heavy 
oil (with API gravity less than 10) and bitumen deposits, 
oil obtained from kerogen contained in oil shales, coal with 
coal-to-liquids (CTL) technologies and oil derived from gas 
through gas-to-liquids (GTL) technologies, oil derived from 

6biomass, such as biofuels, or biomass-to-liquids. 

Box 8 Conventional versus unconventional oil

Table 4
Estimated production costs versus type of oilfield 

Oilfields
/source

Estimated Production
Costs ($ 2008)

Mideast / N. Africa oilfields

Other conventional oilfields

CO2 enhanced oil recovery

Deep / ultra-deep-water oilfields

Enhanced oil recovery

Arctic oilfields

Heavy oil / bitumen

Oil shales

Gas to liquids

Coal to liquids

28

39

80

65

82

100

68

113

113

113

Source: IEA, World Energy Outlook 2008, Paris 2008 cited in FACTBOX-Oil production cost estimates 
by country, Reuters, 28 July 2009, 
http://www.reuters.com/article/2009/07/28/oil-cost-factbox-idUSLS12407420090728
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Figure 9
Typology of liquid hydrocarbons 
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In terms of conventional oil, whereas old-school countries, such as 
Nigeria and Gabon, have for years relied on onshore oil production 
or shallow-water oil fields, the current oil bonanza in Africa is 
increasingly associated with expansion into deep water and ultra-
deep water offshore drilling. Especially the ultra-deep water 
environment has been changing rapidly, which is reflected by the 
Oil&Gas Journal’s cautious commentary from 2005: “while growth 
in deep water is almost certain, that for water more than 1,500 m 
deep remains less so. The ultra-deep water is still a technically and 
commercially challenging frontier that remains very much in an 

1embryonic state”. Yet at the same time, it must be stressed that 
data provided by experts and traders and quoted by Reuters may 
suggest that African oilfields still look relatively competitive 
globally. For example, in Nigeria, production costs in ultra-deep 
water fields can reach 30 USD a barrel, compared with onshore costs 
of around 15 USD (this, however, probably does not include extra 
costs, for example security outlays and kidnapping insurance, which 

2can run high), whereas in Angola operating and capital costs 
3amount to 40 USD per barrel. 

Unconventional oil reserves have been explored in a number of 
4locations in Sub-Saharan Africa in recent years. Most of the work, 

spearheaded by European majors such as BP, Eni and Total, is in 
nascent - planning or exploratory - phases. The examples include 
Madagascar with its tar sands found in the Bemolanga field and 
heavy oil being explored at the Tsimiroro field (see Madagascar’s 
country profile for more details). The bitumen resource has also 

5been explored by Italian Eni in the Congo-Brazzaville. It is estimated 
to be at least 500 million barrels risked, with potential for 
discovering up to 2.5 billion barrels (unrisked). Additionally, 
potentially large bitumen oil deposits, which might hold even 

640 billion barrels, stretches along the Nigerian coast, straddling 
the states of Ondo, Ogun and Edo. Other unconventional oil 
deposits reported in SSA include DRC tar sands in the nearby Lake 
Tanganyika Graben and Cabinda province, and shale oil in the Tigray 
region in Ethiopia, which nevertheless has not yet been scientifically 

7confirmed nor attracted major interest, but also Angola, where two 
8natural bitumen deposits are being explored in the Bengo province.  
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Chapter 5
NEGATIVE ASPECTS OF OIL INDUSTRY 
DEVELOPMENT IN SSA

The negative aspects of oil and gas exploitation in Sub-Saharan 
Africa are also discussed in the context of interstate threats 
(e.g. secessionist movements, conflicts about land rights) and 

1international conflicts. The negative impact of resource extraction 
on internal politics and economic outcomes is commonly referred 
to as the “natural resource curse”.    

Natural resource curse

The “resource curse” (also known as the paradox of 
plenty) hypothesis states that natural resource exploitation brings 
more negative outcomes than positive ones. The “curse” has its 
economical and political dimensions. The most disruptive 
consequence of hydrocarbon discovery and exploitation in a 
developing country is the increased risk of economic instability 
caused by price volatility of oil on international markets. The other 

2common economic effect is the so-called Dutch disease. 

          
hydrocarbon exploitation in the 
developing world are usually 
associated with potentially 
negative environmental impacts 
(e.g. oil spills, gas flaring, etc.) 
which influence the ways of life 
of local communities (pollution 
of agricultural land, devastation 
of fisheries, negative health 
impacts), unfair deals between oil 
corporations and Sub-Saharan 
governments, lack of institutional 
capacity to properly tax oil and 
gas-related profits and unequal 
redistribution of revenues. 

Negative aspects of 
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The disease manifests itself by appreciation of the real exchange 
rates due to the sudden and often unusually large inflows of oil-
related revenues which may undermine the competitiveness of 
other, non-extractive sectors of the economy. In the long run, this 
phenomenon may lead to de-industrialization or hampering the 
growth of manufacturing and/or agriculture sectors. Additionally, 
windfall gains might put pressure on inflation and create adverse 
incentives to overspend and even collateralize the future 
hydrocarbon revenues.
 
The negative political consequences of the (over)reliance on natural 
resources are usually associated with corruption, misgovernance, 
instability, authoritarian tendencies, weak institutional structures 

3and military conflicts. The rapid inflow of hydrocarbon-related 
revenues might create situations where governments become less 
transparent, since staying in power might be secured with access to 
the resource rents. The oil proceeds might help developing countries 
to cover the current account deficit, but simultaneously, when 
governed inappropriately, they might consolidate the political elite 

4staying in power and spur rent-seeking behaviour. This scenario 
can be observed in Equatorial Guinea, where, according to the 

5official data, the GDP per capita was estimated at 26,500 USD 
(over 6,000 USD more than in Poland), whereas the vast majority 

6of Equatorial Guineans continue to live on less than 2 USD per day, 
7since oil earnings are pocketed by the ruling elite. The widespread 

controversies about the oil-related revenues management concerns 
the two largest oil producers in Sub-Saharan Africa — Nigeria and 
Angola. In South Sudan — the world’s youngest country — Al Jazeera 
estimated that at least 4 billion USD of oil revenues have been 
unaccounted for since the Sudan People’s Liberation Movement 

8(SPLM) came to power.
 
Generally, the bargaining power of oil corporations is greater than 
African governments, due to a lack of much-needed skills and 
know-how. This issue is usually linked to the absence of efficient 
institutions and the lack of transparency and accountability. 
Institutional deficit and lack of skills and know-how results in 
the poor negotiation capacity of African governments. This, in 
consequence, often leads to poor deals and long-term, undesired 
consequences for affected societies. 

1
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Another issue associated with weak institutions in developing 
countries is the ineffective taxation of oil and gas production. 
However, recent years have brought about the dynamic development 
of international voluntary schemes aimed at improving openness 
and accountability in resource revenue management in the 
developing world. The most important initiatives in this regard are 

1Extractive Industries Transparency Initiative (EITI) and Publish 
2What You Pay (PWYP). In 2013, due to the inability to produce an 

acceptable report on revenues accountancy, Gabon was declared 
a “no longer EITI implementing country” and Mauritania and Sierra 

3Leone membership in EITI was suspended. In Uganda a political 
crisis erupted when President Yoweri Museveni refused to publish 
production-sharing agreements signed by his government with oil 
companies. 

As mentioned above, the major limitation of transparency initiatives 
is its voluntary and non-binding character. Leaving aside the debate 
on the effectiveness of the EITI and PWYP, it must be stressed that 
there is a huge difference between revenue collection and revenue 
management (expenditure side), and so far literature is dominated 
by the view that the development of African countries is contingent 
on having in place a proper tax regime and ability to collect taxes 
effectively. It seems that much more attention should be placed 
on the management of oil and gas revenues, collateralization of 
hydrocarbon revenues and preventing the practice of overspending. 
 

Oil and gas-related conflicts

After the decolonization era, Sub-Saharan Africa was 
4the world’s most conflict-prone region. There is an established 

perception that both scarce and abundant natural resources might 
5fuel conflicts. According to the Conflict Barometer, in 2012 there 

were 26 internal and international conflicts in Sub-Saharan Africa 
6which might be connected with broadly defined natural resources. 

In some of them, for example in the conflict between two Sudanese 
states, or in the border dispute between Malawi and Tanzania and 
the dispute about the Mbanie, Cocotiers and Conga Islands between 

7Gabon and Equatorial Guinea, the access to oil fields is a direct 
cause of the conflict, but in the majority of cases access to natural 
resources co-exists with other conflict causes (e.g. ethnicity, 

8subnational predominance, ideology). 
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In the case of Nigeria, the cause of the conflict between the 
government, local communities in the Niger Delta and oil 
corporations is the environmental degradation caused by the 
extraction of crude oil.  
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The most recent territorial dispute in Africa 
with oil in the background is a discussion between Malawi 
and Tanzania about the right to Lake Malawi (called Lake 
Nyasa in Tanzania). Lake Malawi is the third-largest lake 
in Africa, and may hold rich oil deposits. Malawi has 
already granted exploration licences to Surestream 
Petroleum (UK) and SacOil (South Africa) — this caused 
a sharp reaction from the Tanzanian government, which 
is seeking 50 percent of the ownership of the lake. The 
border conflict began in 2012 and initially both parties 
clearly stated that they did not consider a possibility of 
armed conflict. However, the rhetoric of peaceful conflict 
resolution was quickly replaced with war threats. Now, 

9both sides declare that the use of military force is likely. 
There are also serious concerns that the planned 
extraction of oil from the bottom of the lake may have 
a negative environmental impact and affect the livelihood 
of nearly 10 million people living in Malawi, Tanzania and 
Mozambique.

Box 9 Border dispute over Lake Malawi

The Niger Delta is richly endowed with oil, but 
at the same time remains one of the poorest regions in 
Nigeria and one of the most densely populated regions in 
the world. The lack of investments in the Niger Delta and 
severe environmental damage caused by the oil industry 
laid the foundations for large-scale escalation of violence 

10in this region in the 1990s, which even put into question 
the territorial integrity of Nigeria.

Box 10 Oil-related conflicts in the Niger Delta  
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Environmental impact of oil production 

The most direct damage of the natural environment 
caused by oil production is oil spills. In this regard, the worst 

4situation is in the Niger Delta, where, according to various 
estimates, between 3 and 13 million barrels have been spilled into 

5the natural environment during the last 50 years. Because of the 
groundwater pollution, the spilled oil degrades the agricultural 
land, and by doing so negatively influences the living standards and 
means of income of the local communities. The long-term health 
effects of living in a heavily oil-polluted environment are difficult 
to determine. 

In recent years, many international oil corporations operating in the 
Niger Delta have been sued by local communities in the courts of the 

6United States, the Netherlands and the UK. Although the mining 
sector has partly accepted blame for the oil spills, it has strongly 
advocated that the spills have been caused by the local crime groups 
which damage the pipelines. There are also many controversies 
surrounding the oil spill reporting procedures. Undeniably, a large 
amount of damage to pipelines has been related to oil theft and oil 
bunkering in Niger Delta. According to the latest Chatham House 
report, an estimated 100,000 barrels are stolen every day in 

7Nigeria. Stolen crude is then refined in small-scale illegal oil 
refineries, which also contribute to the environmental degradation 
(see Nigeria’s country profile for more details). 

Another sensitive issue related to oil production is gas flaring. Gas 
8flaring is perceived as a significant contributor to global warming. 

The vast majority of African governments recognize the negative 
effects of gas flaring and want to eliminate this practice, but this 
has turned out to be extremely difficult. Natural gas which may 
accompany oil has to be reinjected into the field, flared or used 
for commercial purposes. The latter requires large infrastructural 

9investments which are missing in many places; therefore, gas 
continues to be flared in many parts of Africa, although some 
governments have put in place specific regulations to end it 
(see country profiles). 
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Violence broke out again in 2004, when various groups 
from the Niger Delta demanded a greater share of oil-
related revenues and compensation for environmental 
damage. There was a widespread campaign of oil-related 
infrastructure destruction (the Trans Niger pipeline is one 
of the most sabotaged pipelines in the world), kidnapping 
of foreigners working for oil corporations and regular 
clashes of militants with government forces. According 
to the Nigeria Extractive Industries Transparency 
Initiative, the country has lost 11 billion USD due to acts 
of pipeline destruction and oil theft between 2009 and 

12011. The money from the stolen oil is further fuelling 
the violence in the Niger Delta.
Conflict in the Niger Delta recently disappeared from 
headlines due to the escalation of Boko Haram activity and 
a temporary ceasefire between various militant groups 
and government forces, due to an amnesty introduced by 

2the central government in 2009. Nevertheless, the 
situation remains fragile, and a new conflict could erupt 
if the root causes of the public dissatisfaction are not 
removed.     
Another internal area of conflict related to oil production 
is land rights. Oil production is usually associated with 
significant interference in the life of the local population, 
but local communities that own the land do not have the 
rights to the hydrocarbons, since this privilege is retained 
by the state. Obviously, the problem of the rights to the 
land does not exist in the case of offshore oil exploitation, 
although certain local communities (e.g. in Ghana) claim 
that a considerable part of oil-related revenues should 
return to the regions where the oil is being produced.  
An additional security threat associated with offshore oil 
production in the Gulf of Guinea is the high number of 
acts of piracy in the region. Although the total number of 
attacks in West African waters declined from 116 in 2011 
to 89 in 2012, there was a sharp increase in attacks on oil 

3tankers.    

42



Table 5
Gas flaring in billions 
of cubic meters in SSA 
countries

Angola

Cameroon

Chad

Congo-Brazzaville

Côte d'Ivoire

DRC

Equatorial Guinea

Ghana

Gabon

Nigeria

South Africa

Source: European Parliament, 
Directorate-General for External Policies 
of the Union, The Effects of Oil Companies’ 
Activities on the Environmental, Health 
and Development in Sub-Saharan Africa, 
Brussels, August 2011, p. 22, 
http://www.europarl.europa.eu/RegData/
etudes/etudes/join/2011/433768/EXPO-
DEVE_ET%282011%29433768_EN.pdf  

2010

4.08 

0.92 

0.05 

1.88 

0.09 

0.39 

0.39 

0.02

1.68 

15.18 

0.10 

Country 2005

4.72 

0.97

0.09

1.79

0.04  

0.44

1.36  

0.01

2.36  

21.25

0.14

2000

5.94

1.19

0.00 

2.02

0.09

0.43

1.21

0.00

2.54

27.19

0.13

1995

4.51 

1.15

0.00 

1.08 

0.06

0.53 

0.61

0.00

2.15

27.09

0.06

Offshore oil production also carries the risk of oil spillovers, and 
maritime transport is associated with the danger of oil tanker 
damage. The biggest oil tanker catastrophe in Sub-Saharan Africa 
took place in 1983 off the coast of South Africa, when 1.8 million 
barrels of crude spilled from the Spanish tanker Castillo de Bellver. 
Another issue associated with offshore oil production is its impact 
on fishery and related industries. In the Cabinda region, fishermen 

1blame oil production for drastic reduction in fish stocks. 
The potentially negative environmental effects of oil extraction 
and ways to address them are being currently discussed in Uganda, 
Malawi and Tanzania due to the planned drilling in Lake Albert and 
Lake Malawi. 

Oil exploration may also interfere with and disrupt the ecosystems 
inhabited by endangered species. In recent years, a large outcry 
has arisen due to planned wells in Virunga National Park in the 
Democratic Republic of Congo, which is home to a quarter of the 

2world’s population of mountain gorillas.    
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Chapter 6
GAS IN AFRICA

Significant discoveries of natural gas in Mozambique and Tanzania 
have increased the prospects for East African countries to become 
major exporters of liquefied natural gas (LNG), while South Africa 
sees its chances of success in the shale gas deposits estimated at 
500 Tcf. 

          
potential for further gas finds 
remain exceedingly positive 
and the exploration for gas 
reserves on the continent 
is growing rapidly. In 2012 there 
were 24 African countries with 
gas reserves, but there are more 

1new discoveries all the time. 
Although North Africa is the 
continent’s leading region for 
natural gas production, 
Sub-Saharan Africa has a chance 
to surpass it, especially since 
Nigeria holds the largest natural 
gas reserves on the continent. 

Africa’s prospects and 

1Oil and Gas in Africa, op. cit., p. 14.

Table 6

180.458

159.000

77.200

52.795

10.947

4.770

4.500

3.200

3.000

2.300

2.200

2.000

1.000

1.300

1.000

1.000

0.880

0.800

0.500

0.230

509.406

Nigeria

Algeria

Egypt

Libya

Angola

Cameroon

Mozambique

Congo-Brazzaville

Sudan and South Sudan

Tunisia

Namibia

Rwanda

Equatorial Guinea

Côte d'Ivoire

Gabon

Mauritania

Ethiopia

Ghana

Uganda

Tanzania

Africa total

Proven reserves of African Gas [Trillion cubic feet, Tcf]

Source: Oil and Gas in Africa, op. cit., p. 14.

2012 reserves [Tcf]Country or Region

Western and Southern Africa gas explorations

The largest natural gas reserves in Africa are located in 
Nigeria (the majority of them in the Niger Delta). Proven natural gas 
reserves, which are estimated at 182 Tcf as of the end of 2012, rank 
the country as the eighth largest natural gas holder in the world 

2(2.8 percent of total global reserves). However, once “deliberate 
steps are taken to explore for gas as opposed to coincidental 
discovery during oil exploration”, Nigeria’s gas reserves could reach 

3600 Tcf.
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3

BP Statistical Review 2013, op. cit., p. 20.
Oil and Gas in Africa, op. cit., p. 15.
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Unfortunately, as of today Nigerian gas associated with oil 
production is mostly flared. In fact, Nigeria is the world’s second-
largest gas burner, after Russia (see Nigeria’s country profile for 
more details). Nigerian politicians have struggled to utilize the 
country’s gas potential for decades. Fortunately, President 
Goodluck Jonathan is showing much more determination than his 
predecessors in directing the gas into the economy rather than into 
the atmosphere. The Federal Government Gas Revolution Master 
Plan, launched in 2011, includes an ambitious programme designed 
to mark the beginning of the end of the gas flaring era in the 
country. The crucial part of the strategy involves attracting 25 billion 
USD worth of investment to develop Nigeria’s gas infrastructure and 

1to create about 600,000 new jobs. The government also aims to 
increase the domestic gas supply to over 10 billion cubic feet per 
day by 2020. However, three years after announcing the strategy, 
most of the projects are already behind schedule as — mostly due 
to security concerns — companies are postponing or cancelling 

2investment projects.

To boost gas export, Nigeria (together with its neighbours Niger 
and Algeria) planned in 2009 to construct a trans-Saharan pipeline 
across the Mediterranean to Europe. But as the gas prices slumped 
by a third in 2010 and then by another third in 2011, and rebounded 
just slightly in 2012, the project was put back “under review to 

3determine its viability” . Once (and if) ready, the 4,500 kilometre-
long trans-Saharan gas pipeline will connect Niger Delta gas fields 
with Algeria’s Beni Saf export terminal on the Mediterranean Sea, 
to eventually reach Europe. As of today, Nigerian gas is exported 
to neighbouring countries via the West-African Gas Pipeline.
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The West-African Gas Pipeline was constructed 
between 2005 and 2011 and is operated by the WAGP 
Company (WAGPCo) – a joint venture owned by Chevron 
(36.9 percent), NNPC (24.9 percent), Shell (17.9 percent), 
Takoradi Power Company (16.3 percent), Société Togolaise 

4de Gaz (2 percent) and Société Bengaz S.A. (2 percent). 

The pipeline was built to transport Nigerian gas to 
neighbouring Ghana, Benin and Togo to help these 
countries address their electricity needs and boost 
economic development in the West African sub-region. 
After a series of problems (the pipeline system was shut 
down in August 2012 for almost a year after the line was 

5severed by a ship’s anchor in Togolese waters, and before 
that it had been shut down a few times due to vandalism 

6and fuel quality problems), the pipeline system is 
currently transporting 170 million cubic feet per day, 
feeding regional power plants and industrial sites with 
purified natural gas.

Box 11 West-African Gas Pipeline (WAGP) 
– the first regional pipeline system in SSA

Figure 11
West-African Gas Pipeline  

Ghana

Togo

Benin

Nigeria

Mainline 569 km x 20"

Onshore Pipeline 56 km x 30"

Existing ELP Pipeline

Source: Africa Pipelines map, 
http://www.theodora.com/pipelines/africa_oil_gas_and_products_pipelines_map.html 
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Similarly to Nigeria, Ghana is experiencing a difficult time with its 
core Gas Infrastructure Project (GIP) at Atuabo and accompanying 
gas infrastructure. Even though the 850 million USD project is 
75 percent complete, it is still in danger. Being developed and 
financed by Chinese Sinopec, the GIP still lacks parliamentary 
approval, and due to “lack of harmony” among the Ghana National 

1Gas Company (GNGC) executives face cash flow difficulties. 
However, Ghana’s official assured – attributing any delays to 
technical challenges – that the project will be completed by April 
2014 (four months away from the original completion date of 

2December 2013).  

Angola, the second-largest holder of (mostly oil-associated) gas 
reserves in the SSA region — which are estimated at 11 Tcf — stays in 
line with Nigeria and Ghana, as it lacks “dedicated investment and 
(…) legal and contractual framework that promotes the exploration 
and development of natural gas”. Put another way, the absence of 
tax incentives and well-defined clauses in the PSCs regarding natural 
gas “implies that the discovered non-associated natural gas wells 

3are abandoned by the blocks contractor groups” . Nevertheless, 
Angola managed to finish its state-of-the-art LNG processing facility 

4in Soyo and shipped its first LNG exports in June 2013 to Brazil. 
Once operating at full capacity, the Soyo plant will be able to process 
around 5.2 million tons of gas per year, supplied from the country’s 
offshore blocks.

In the southern parts of the continent, South Africa has “very 
limited and declining conventional natural gas reserves, but 
potentially large shale gas resources”. In 2011, South Africa 
consumed 162 Bcf of natural gas, 45 Bcf of which was produced 
from the maturing offshore F-A field and South Coast Complex fields 

5while 117 Bcf was imported from Mozambique via pipeline. But the 
(gas) future of South Africa lies in the Karoo Basin, which has 
approximately 500 Tcf of technically recoverable shale gas. In spite 
of serious public concerns regarding water usage and hydraulic 
fracturing, the Ministry of Mineral Resources plans to issue the 
first shale gas exploration permits in the first quarter of 2014 
to transform the country into a shale-gas global giant. 

In neighbouring Namibia, which is perceived as Africa’s new south-
western oil and gas frontier, the Kudu gas field — located 130 
kilometres off the coast— is so far the country’s only known 
hydrocarbon resource (see Namibia’s country profile for more 
details). Like many other African countries, Namibia has extended 
plans to construct the Kudu Power Plant Project (KPP) and feed it 
with Kudu gas. Once completed (hopefully in 2017), the Kudu power 
station will be able to provide 800MW of power — more than enough 

6to satisfy Namibia’s current (and future) electricity needs. 7
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East Africa’s growing role in gas export 

Up until recently, East Africa was virtually non-existent 
on the global gas map, as Mozambique and Tanzania were the only 
two, very modest, gas producers in the region. In 2012, regional gas 

7production and reserves equalled 165 Bcf and 11.3 Tcf respectively. 
Nevertheless, in the upcoming years East Africa’s gas landscape is 
expected to experience a spectacular change. According to the latest 
KPMG report, “gas strikes off East Africa’s seaboard have led to 
predictions that the region could become the world’s third-largest 

8exporter of natural gas over the long-term” . 

As a result of these recent massive offshore gas discoveries, 
Mozambique is expected to transform into the second-largest LNG 
exporter by 2025. In total, companies operating in the Rovuma 
basin (Eni, Anadarko, Petronas and Statoil) announced discoveries 
of at least 3 Bcf and suggested that there might be as much as an 

9additional 100 Tcf of recoverable natural gas in the region. Ophir 
Energy and BG Group operating in Tanzania have also announced 

10major offshore gas discoveries. According to Wood Mackenzie, 
a consultant, in total over 100 Tcf of recoverable dry gas has been 
discovered in Mozambique and Tanzania so far, and another 100 Tcf 

11is yet to be found.

Besides LNG production for export, East African states plan to utilize 
gas for their own internal needs. Towards this end, in 2012 Tanzania 
started the construction of a more than 500-kilometre-long gas 
pipeline which will connect Mnazi Bay in the Mtwara region and 
Songo Songo in the Kilwa District with Dar es Salaam. Once the Dar 
es Salaam Gas Pipeline Project is finished, around 3900 MW of 

12power will be added to the Tanzanian electricity system.

If both countries successfully deal with the infrastructural 
challenges associated with gas exploitation lying ahead of them, 
there is a great chance they will be able to (at least to some extent) 
win the ongoing “Battle for Asia” with Australia, Qatar and the 

13United States and secure long-term LNG contracts. Gas and oil 
companies expect that, due to similar geology to Tanzania and 
Mozambique, other East African countries (e.g. Kenya and 
Madagascar) may hold commercially viable deposits of gas as well. 
In fact, Apache (US) announced in September 2012 its first offshore 

14gas discovery in Kenya. 
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Ghana gas project In danger, GhanaWeb, 1 October 2013, 
http://www.ghanaweb.com/GhanaHomePage/NewsArchive/artikel.php?ID=287489
Ghana says starting gas production May 2014, Ghana Business News, 8 November 2013, 
http://www.ghanabusinessnews.com/2013/11/08/ghana-says-starting-gas-production-may-2014/
Sonangol webpage, http://www.sonagas.co.ao/gasNatural_reservas_en.shtml
R. Foyle, Angola LNG Ships First Cargo, Reuters, 16 June 2013,  
http://www.reuters.com/article/2013/06/16/bc-angola-lng-idUSnPN6165332+180+PRN20130616
Countries: South Africa, EIA, http://www.eia.gov/countries/cab.cfm?fips=SF
F. Njini, Namibia revives Kudu Gas plans, The Southern Times, 4 January 2012, 
http://www.southerntimesafrica.com/news_article.php?id=6511&title=Namibia percent20revives 
percent20Kudu percent20Gas percent20plans&type=67
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But time is ticking away…

Despite huge and unprecedented gas potential, the 
situation, especially for the African gas-producers-to-be, is not 
as rosy as it might seem. For example, there are serious concerns 
whether Tanzania and Mozambique will be able to develop their 
potential before Australia or Qatar flood the world with their 
natural gas. An additional gas supply coming from shale gas 
suppliers (e.g. the US) will put even greater downside pressure 
on global gas prices, thus eliminating the cost base advantage of 
African gas producers and potentially shuttering their gas-based 

1dreams. 

1H. Gloystein, O. Vukmanovic, Bigger battle awaits Mozambique, Tanzania in East Africa gas race, 
Financial Post, 10 October 2013, http://business.financialpost.com/2013/10/10/bigger-battle-
awaits-mozambique-tanzania-in-east-africa-gas-race/?__lsa=262e-21d1

According to BG Group, an integrated gas company, the annual 
LNG supply shortfall will reach 168 million tons by 2025 – therefore, 
there will be room for selling African gas. The only question is 
whether African LNG will be there (on time) too.

Figure 11
The LNG supply challenge
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Source: S. Hill, LNG - are the dynamics 
changing? State-of-the-industry address, 
BG Group, Singapore, 24 January 2013, 
http://files.the-group.net/library/bggroup/
files/doc_392.pdf
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Africa is the new oil frontier. It is the least 
explored and exploited region in the world.

Africa’s share in global oil reserves is rising 
constantly, and according to estimates “at least 100 
billion barrels are offshore Africa, only waiting to be 
discovered”.

The importance of Sub-Saharan Africa for 
the global oil market will increase due to the growing 
demand for oil in Asia and unstable political situation 
in the Middle East and North Africa.

There is a visible trend of major oil 
companies’ declining activity in Sub-Saharan Africa 
and the growing importance of independent and state-
driven oil-related companies. Tullow Oil is an example 
of a company that made investment in exploration and 
development of oil projects in SSA the core of its 
business model.

African oil countries can be divided into three 
categories: old-school countries —  first-generation, 
established oil producers, rookies —  countries that 
started production recently, and greenhorns —  
countries that have just recently joined the club of 
petro-states and are about to start oil production;

Currently the Production Sharing Contracts 
are the most common form of oil exploitation and 
exploration agreements between oil corporations 
and African governments.

The quality of oil-related data in Sub-Saharan 
Africa is far from perfect, and so is the transparency 
of the oil industry.

Exact estimates of Sub-Saharan oil reserves 
are problematic. There are instances of fake 
discoveries, discoveries difficult to verify and 
discoveries which the media faultily interprets 
as proven reserves.

The recent oil and gas discoveries have 
spurred infrastructural developments in many parts 
of the SSA, but the region remains far behind the rest 
of the world in terms of oil-related infrastructure.

The most underinvested sector of the African 
oil chain is the refining industry.

Chinese, Indian, Russian and Brazilian state-
owned oil companies’ presence on the continent is on 
the rise, but it should not be seen as a new “scramble” 
for African oil.

High oil prices and recent developments in oil 
exploration tools have made Africa a training ground 
for the multiple new exploration technologies, and 
unconventional oil reserves have been surveyed in 
a number of locations.

The negative political and economic aspects 
of oil exploitation are often attributed as a “resource 
curse”. The highest number of “resource cursed” 
states are in SSA. In this regard, the greatest problem 
is the ineffective taxation of oil and gas production 
by African governments, corruption and oil and gas-
related revenue mismanagement.

Access to oil reserves is the cause of several 
border disputes in SSA.

The most direct damage to the natural 
environment caused by oil production are oil spills. 
In this regard, the worst situation is in the Niger Delta.

CONCLUSION
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Africa’s prospects and potential for further 
gas finds remain exceedingly positive, and the 
exploration for gas reserves on the continent is 
growing rapidly.

The largest natural gas reserves in Africa 
are located in Nigeria, but as of today Nigerian gas 
associated with oil production is mostly flared.

Recently, vast amounts of natural gas have 
been discovered in East Africa (Mozambique and 
Tanzania).
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The first oil drilling in Angola dates back to 1906, but it 
was not until 1955 when the first commercial quantities of oil were 
discovered. Angola’s daily oil output in 2012 averaged 1.87 million 
barrels, which made the country the second-largest oil producer in 

1the SSA. Its oil reserves equal 10.47 billion barrels — again, the 
second-largest in the SSA (after Nigeria). Angolan crude oil is mostly 
of high quality (sweet and light), with an API gravity ranging from 
32 to 40 degrees and a sulphur content ranging from 0.12 percent to 

20.14 percent. The majority of Angolan oil is exported to China and 
the United States, and four of the five oil majors “see their Angola 
operations as among their greatest production growth areas in the 

3world” . In 2007, Angola joined the OPEC. 

Chapter 7
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Figure 1
Angola total oil production (1980-2012)

Source: Countries: Angola, EIA, http://www.eia.gov/countries/country-data.cfm?fips=AO 

Oil location 

The vast majority of oil production in Angola is offshore 
(shallow water, deep water and ultra-deep water). Geologically, 
Angola’s pre-salt oil is of the same origin as Brazilian oil and is 
located in three major hydrocarbon basins: the Congo, the Kwanza, 

4and the Namibe. There are also a few onshore sites still being 
5explored, and 15 new onshore licences will be granted in 2014. 

Block 15, with an output of over 650,000 bpd (more than 1/3 of 
Angola’s oil production), is the single largest production field in 

6the country. However, the deep water Kwanza Basin is regarded 
as one of the richest and still untapped oil reservoirs worldwide, 
exploration of which could significantly help the government to 
achieve the 3 million bpd objective set for the year 2015. 

1
2

3

Countries: Angola, EIA, http://www.eia.gov/countries/cab.cfm?fips=AO
Angola. Towards Energy Strategy, OECD/IEA 2006, p. 88. http://www.iea.org/publications/
freepublications/publication/angola2006.pdf, 
N. Shaxson, Angola’s homegrown answer to the resource curse, in Governance of Oil in Africa: 
Unfinished Business, ed. J. Lesourne, W.C. Ramsay, Ifri, Paris 2009, p. 61, 
http://www.ifri.org/?page=contribution-detail&id=169&id_provenance=96 

4
5

6

Angola. Towards Energy Strategy..., op. cit., p. 88.
O. Astakhova, Angola delays bidding for new oil blocks to Q1 2014, Reuters, 28 October 2013,  
http://uk.reuters.com/article/2013/10/28/angola-oil-bidding-idUKL5N0II1AK20131028
Countries: Angola..., op. cit.
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Players 

Major oil companies operating in Angola include: 
Chevron (US), ExxonMobil (US), BP (UK), Total (France), Petrobras 
(Brazil), Cobalt (US), Tullow Oil (UK), Vaalco (US), Pluspetrol 
(Argentina), Maersk Oil (Denmark), Eni (Italy), Statoil (Norway) 
and Respol (Spain). A number of other foreign oil companies are 

1partners in oil blocks. Three of the majors — Chevron, Total and 
ExxonMobil — are responsible for more than 90 percent of oil 

2production in the country. Increasingly active, Chinese parastatals 
Sinopec and CNOOC are also involved in oil activities in Angola and 
are providing oil-collateralized loan and development assistance. 
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OSISA, Angola’s Oil Industry Operations, p. 25, 
http://www.osisa.org/sites/default/files/angola_oil_english_final_less_photos.pdf 
Angola Energy Report, Enerdata, February 2013, p. 5.
Countries: Angola..., op. cit.
ExxonMobil website, http://www.exxonmobil.com/crudeoil/about_crudes_hungo.aspx
H. Almeida, Angola Lobito Refinery Targets 120,000 Barrels a Day, Angop Says, Bloomberg, 
8 May 2012, http://www.bloomberg.com/news/2012-05-08/angola-lobito-refinery-targets-
120-000-barrels-a-day-angop-says.html 
Angola, IMF Country Report No. 12/215, p. 7, 
http://www.imf.org/external/pubs/ft/scr/2012/cr12215.pdf

Transport and refineries 

Nearly 80 percent of Angola’s oil is exported by sea to 
3international markets by the same companies that produce it. 

Major oil exporting terminals include Luanda, Palanca, Kuito and 
Malango (Cabinda). There are also many very large production, 
storage, and offloading (FPSO) vessels, such as Kizomba A (with 

4storage capacity of 2.2 million barrels).

Angola currently has only one refinery. Built in 1956 by a Belgian 
oil company, Fina (now part of Total), the Luanda refinery has 
a capacity of 39,000 bpd and processes mostly domestic crude. 
The new Sonaref refinery in Lobito, with a projected capacity of 

5200,000 bpd, is scheduled to be completed in 2017.

Political and business risk

Until 2002, Angola had been one of the least transparent 
countries in the world, and virtually no information regarding the oil 
sector was publicly available. After the end of the civil war, the 
situation improved somehow, but the complex connections between 
President dos Santos and his associates, party and government 
members and Sonangol, remain opaque and vague. However, due 
to the last two decades of political stability and economic reforms, 
the general outlook for Angola is relatively favourable. However, as 
IMF points out, the country “lacks a comprehensive fiscal framework 
to shield the economy from volatility in oil prices, oil production, 
and uncertainty in the institutional setting for oil revenue 

6management” . 

The greatest challenge lying ahead for the country is the 
presidential succession and the question of who (and when) will 

7succeed President José Eduardo dos Santos.
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C. McClelland, Angolan President’s Succession Talk Won’t Alter Investment Drive, Bloomberg, 
14 November 2013, http://www.bloomberg.com/news/2013-11-14/angolan-president-s-succession-
talk-won-t-alter-investment-drive.html
OSISA, Angola’s oil industry operations, p. 6,
http://www.osisa.org/sites/default/files/angola_oil_english_final_less_photos.pdf
The Republic of Angola, Petroleum Activities Law 2004, Article 26. 
Ibidem, Article 73.
The Republic of Angola, The Petroleum Tax Law 2004, Article 3.
Ibidem, Article 4.

Regulatory framework

Angola’s oil sector is governed by the Petroleum 
Activities Act (2004) and the Petroleum Taxation Law (2004). 
Under the provisions of the Petroleum Activities Act (2004), all 
hydrocarbons belong to the state and all companies willing to 

8operate in Angola must enter into a partnership with Sonangol. 
As part of the “Angolanization” policy, in order to enhance the 
capacity of Angolan companies operating in the oil sector, the 
government should undertake “measures to guarantee, promote 
and encourage investment in the petroleum sector by companies 

9held by Angolan citizens” . Recent ratification of the Law on Crude 
Oil Refining, Storage, Transport, Distribution and Trade of Petroleum 
Products (2011) introduced a number of changes aimed at 
liberalizing the downstream sector. Article 73 of the Petroleum 
Activities Act (2004) prohibits gas flaring, but gives the Ministry 

10of Petroleum prerogatives to make exceptions to this rule.

Tax regime 

The Petroleum Taxation Law (2004), which provides 
a basis for taxes in the oil sector, applies to “all entities, whether 
Angolan or foreign, performing petroleum operations in Angolan 

11territory” . Under its provision, companies are obliged to pay: (a) 
Petroleum Production Tax, (b) Petroleum Income Tax, (c) Petroleum 
Transaction Tax, (d) Surface Fee, and (e) Levy for the training of 

12Angolan personnel. Some deductible expenses include production 
and investment premium.  
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African Economic Outlook 2012: Angola, African Development Bank, 
http://www.africaneconomicoutlook.org/fileadmin/uploads/aeo/PDF/Angola%20Full%
20PDF%20Country%20Note.pdf
OSISA, Angola’s oil industry operations, p. 6,
http://www.osisa.org/sites/default/files/angola_oil_english_final_less_photos.pdf
N. Saxsons, op. cit., p. 79.

Table 2
Oil related taxes in Angola

Source: the Petroleum Taxation Law (2004), PwC Tax Guide 2013, Ernst & Young Tax Guide 2013.

Petroleum Production Tax

Petroleum Income Tax

Petroleum Transaction Tax

Surface Fee

Levy for the training of Angolan personnel

20 percent on the officially controlled crude oil output or sales per year

50 percent on the actual profit computed in accordance with the rules Law 13/04

70 percent on the profit of oil companies operating in Angola under concession 
or RSA agreements

300 USD per km of granted area paid on an annual basis

Variable (from 100,000 USD to 0.5 percent of the value of contracts), 
depending on the phases of the petroleum activities carried out

2

National operator 

Sonangol (port. Sociedade Nacional de Combustíveis 
de Angola) plays a crucial role in the oil sector and the Angolan 
economy. Established in 1976, the parastatal holds exclusive 
concession rights, regulates the oil industry (both upstream and 
downstream), collects oil revenues for the government’s coffers 

1and holds at least a 20 percent stake in each oil block. Sonangol 
participates in the oil block either as an operator (carrying out 
exploration and production activity) or as a partner (providing funds 

2for operation). The parastatal has expanded far beyond oil sector 
activities and is also involved in banking, air transport, 

3telecommunications, catering, insurance and offshore financing.

Licences  

Generally, to obtain a licence for oil exploration and/or 
production, multinational oil companies have to participate in public 
bidding or an open tender process. However, if there are no bids in 
an open tender or the bid is considered unsatisfactory, Sonangol can 
decide, at its sole discretion, to award a licence outside the standard 

4tender process. Joint-ventures and the Production Sharing 
Agreements (PSAs) are the two main contractual agreements 
regulating partnerships of foreign oil companies and Sonangol. 
However, due to growing costs and risk associated with deep and 
ultra-deep water operation, the majority of the contracts are 
covered by PSA and, more recently, also by Risk Services Agreement 

5(RSA). The latest exploration and production licensing round took 
place in 2011 and resulted in awarding 11 pre-salt licences for seven 

6majors.
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6

Petroleum Activities Law of 2004,  Article 44.
Angola to Seek New Forms of Contract to Boost Oil & Gas Production, GlobalData Energy, 
2 August 2013, http://energy.globaldata.com/media-center/press-releases/oil-and-gas/angola-
to-seek-new-forms-of-contract-to-boost-oil-gas-production
E. Farge, S. Laxmidas, West Africa bets on Brazilian style oil jackpot, Reuters, 29 November 2013, 
http://www.reuters.com/article/2013/11/29/africa-drilling-idUSL5N0JC4D420131129
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Oil production in Cameroon began in 1977 and reached its 
1peak of 186,000 bpd in 1985. The first decade of oil production was 

2characterized by significant growth, which came to an end in 1986. 
From this time onwards, production sharply decreased, and 
stabilized at a level of 62,000 bpd in 2011. Despite the decline in 
production, the country’s fiscal and export incomes earned from 
oil have increased due to the high oil prices. In 1986, proven oil 
reserves in Cameroon were estimated at 555 million barrels. This 
amount has been decreasing over the years and now is estimated 
at 200 million barrels, which is mainly caused by the depletion of 
more mature oil fields. The oil extraction is regulated by the state 
company, Société Nationale des Hydrocarbures (SNH), which aims 
to increase Cameroonian oil production by 20 percent in the next 

3two years. The greatest obstacle and challenge for the oil industry’s 
future development is the maturity of most of Cameroon’s oil fields.  

OLD-SCHOOL COUNTRIES
Cameroon  
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Figure 2
Cameroon’s total oil production (1980-2012)

Source: Countries: Cameroon, EIA,  http://www.eia.gov/countries/country-data.cfm?fips=CM#pet 

Oil location 

Most of Cameroon’s oil reserves are located in offshore 
basins situated along the Atlantic coast. Rio del Rey is the most 
strategic oilfield, and it accounts for about 90 percent of the 

4country’s oil production. The remaining output is extracted in the 
Douala/Kribi basin, which borders the south-west to the Rio del Rey. 
Almost all exploration efforts in Cameroon have been offshore. 
However, in the last few years some companies have embarked on 
onshore exploration, especially in the northern part of the country.

1

2

3

Société Nationale des Hydrocarbures, 
http://www.snh.cm/index.php?option=com_content&view=category&id=42&Itemid=69&lang=fr 
L.D. Omgba, Oil Wealth and Non-oil Sector Performance in a Developing Country: Evidence from 
Cameroon, Oxford Development Studies, Vol. 39, Issue 4, December 2011.
Oil and Gas in Africa, Africa’s Reserves, Potential and Prospects, KPMG, p. 13,
http://www.kpmg.com/Africa/en/IssuesAndInsights/Articles-Publications/Documents/Oil%20
and%20Gas%20in%20Africa.pdf 

4Société Nationale des Hydrocarbures, 
http://www.snh.cm/index.php?option=com_content&view=category&id=59&Itemid=73&lang=en 
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Players 

The Cameroonian oil extraction industry is dominated by 
international companies. The state-owned Société Nationale des 
Hydrocarbures (SNH) has a minority share in most of the ongoing 
operations. Key players in the Cameroonian oil sector include: 
Perenco Cameroon (the largest oil producing company, after 

1purchasing Total’s assets in Cameroon in 2010), Addax Petroleum 
Cameroon Company LLC (part of Sinopec Group, in 2011 Addax 
completed the acquisition of an 80 percent shareholding interest in 
Pecten Cameroon Company from Shell) and ExxonMobil.

1
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Cameroon energy report, Global Energy Market Research, Enerdata, April 2013, p. 4. 
Country Intelligence Report Cameroon, Global Insight, September 2012.  
M.S. Winters, J.A. Gould, Betting on Oil: The World Bank's Attempt to Promote Accountability 
in Chad, Global Governance, Vol. 17, Issue 2, Apr-Jun 2011, pp. 229-245.
The Chad-Cameroon Petroleum Development and Pipeline Project, World Bank, 
http://web.worldbank.org/archive/website01210/WEB/0__CO-15.HTM 
Countries: Cameroon, EIA, http://www.eia.gov/countries/country-data.cfm?fips=CM 

Transport and refineries 

Cameroon has a relatively well-developed crude 
oil-loading infrastructure with the Kiribi port as the most important 
facility. Kiribi is also the endpoint of the Chad-Cameroon pipeline. 
Because of its geographical location, Cameroon will most likely play 

2an important regional role in oil transportation (especially for Chad 
and Niger). 

The 1070 km-long Chad-Cameroon pipeline is one of the most 
controversial infrastructural projects in Sub-Saharan Africa. 
The pipeline construction was accompanied by multiple charges of 

3corruption and mismanagement. The pipeline became operational 
in 2003, and during the first eight years more than 410 million 
barrels of oil were pumped to Kiribi from Chad. There are plans to 
build an additional 600 km of pipeline that will link Niger with the 
already existing facilities. The Chad-Cameroon pipeline is owned by 
the ExxonMobil (US), Chevron (US) and Petronas (Malaysia), and the 
governments of Chad and Cameroon hold a minority interest in the 

4Chad-Cameroon pipeline company. The potential future flashpoint 
might be the issue of transit fee increases.       

Cameroon has only one refinery which was opened in 1981. 
The SONARA (Société Nationale de Raffinage) refinery in Limbe has 

5a theoretical processing capacity of 37,000 bpd. The Cameroonian 
government has a majority share of 82 percent in the refinery, and 
the rest is owned by Total and Elf. The SONARA refinery is prepared 
to treat light crude and Cameroon produces mostly heavy crude, 
which is why the refinery depends on the crude oil bought on the 
international market (mainly from Nigeria and Equatorial Guinea). 
There are also plans to build a new refinery unit in Kribi with 
a refining capacity of 200,000 bpd.  

Political and business risk

Cameroon enjoys relative political stability when 
compared with other countries in the region. Cameroon is among 
the lowest-ranked economies in the World Bank's Doing Business 

9reports. Most business obstacles stem from complicated and 
10contradictory regulations. Similarly, the country ranks low in the 

11Transparency International Corruption Perception Index. Potential 
threats for oil-related business in Cameroon include the increase in 
piracy attacks on commercial vessels in the Gulf of Guinea. Another 
point of concern is the inflow of migrants from Central African 
Republic and potential spillovers of conflicts from Central Africa. 
Due to the unstable situation on the Bakassi peninsula (territorial 
dispute with Nigeria and the presence of armed groups calling for 
the independence of Bakassi), oil exploration is difficult in this area 
that is potentially rich in hydrocarbons. 
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10
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Victoria Oil & Gas website, http://www.victoriaoilandgas.com/operations/cameroon-logbaba 
Cameroon energy report, Global Energy Market Research, Enerdata, April 2013, p. 6.
Cameroon LNG, United States of America, Department of Energy, Office of Fossil Energy,
http://www.fossil.energy.gov/programs/gasregulation/authorizations/2011_applications/
Cameron_LNG_LLC_-_FE_Docket_No__11-162-L.pdf 
Cameroon was ranked 168 in 2014, World Bank’s Doing Business Reports, 
http://www.doingbusiness.org/~/media/giawb/doing percent 20business/documents/profiles/
country/CMR.pdf 
World Bank’s Doing Business Reports, http://www.doingbusiness.org/data/exploreeconomies/
cameroon/~/media/giawb/doing%20business/documents/profiles/country/CMR.pdf?ver=2  
In 2013 Cameroon was positioned as 144 out of 177 surveyed countries; see more Transparency 
International, http://cpi.transparency.org/cpi2013/results/ 

Regulatory framework

Oil exploration and petroleum production is mainly 
regulated by the Petroleum Code (Law N°99/013 of 22nd December 
1999). Additional regulations are provided by the Petroleum 
Regulations Decree N°2000/465 of 30th June 2000 and Decree 
N°2002/032/PM of 3rd January 2002. The environmental impact 
of oil extraction is regulated by Law N°96/12 of 5th August 1996. 
Regulation of the oil sector rests with the Société Nationale des 
Hydrocarbures. The state of Cameroon has a right to participate 
through SNH in oil-producing joint-ventures.   

Currently the vast majority of oil-related gas is flared. However, due 
to the maturity of Cameroonian oil fields, there is a declarative turn 
to gas, which might become the country’s strategic resource in the 
future. In July 2012, Victoria Oil and Gas (UK) started gas production 

6in the onshore Logbaba Gas and Condensate Field. It is expected 
that in 2015 gas production from the Logbaba field will reach 1,250 

7million mc/d. In May 2013, the Cameroonian government signed an 
agreement with GDF Suez on building a liquefied natural gas (LNG) 

8export facility. 
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Oil and Gas Tax Guide 2013, Ernst & Young, p. 80, http://www.ey.com/Publication/vwLUAssets/
2013_global_oil_and_gas_tax_guide/$FILE/EY_Oil_and_Gas_2013.pdf 
Ibidem, p. 81.
Cameroon accepted as 'EITI Compliant', Extractive Industries Transparency Initiative, 
17 October 2013, http://eiti.org/news/cameroon-accepted-eiti-compliant 
Oil and Gas Tax Guide 2013, Ernst & Young, op. cit., p. 80. 
Cameroon 2013 Licensing Round, Deloitte, 
http://www.psg.deloitte.com/newslicensingrounds_cm_130114.asp 

Tax regime 

The tax regime for the oil sector is derived from 
Cameroon’s General Tax Code, the Cameroonian Petroleum Code 
and the arrangements of the Production Sharing Contracts or 
Concession Agreements. The corporate income is taxed at a rate 

1between 38.5 percent and 50 percent. Surface rent tax applies to 
holders of Production Sharing Contracts, and it depends on the 

2surface of a company’s activity. Companies that have signed 
concession agreements pay royalty rates specified in the agreement. 
In October 2013, Cameroon finished the process of implementing 
rules that make it a state compliant with Extractive Industries 

3Transparency Initiative (EITI) standards.

National operator 

Société Nationale des Hydrocarbures is a public company 
established on the 12th March, 1980, with headquarters in Yaoundé 
and an additional office in Douala. In general, it is in charge of oil 
and gas production regulation. SNH’s role is to announce and carry 
out oil licensing rounds. It also acts as a partner in joint ventures 
with private companies. Usually its participation ranges from 

4a 5 percent to a 25 percent stake. SNH is supervised by the Ministry 
of Mines but it reports directly to the president.  

Licences  

The licensing process is based on a system of rounds. 
In January 2013, SNH announced a new round which includes five 
exploration blocks from three areas: Lungahe, Bomana and Dissoni 
in the Rio del Rey Basin, Kombe-Nsepe in the Douala/Kribi-Campo 

5Basin, and Manyu in the Mamfe Basin. There are two types of 
contracts: concession agreements (CA) and Production Sharing 
Contracts (PSC). The PSCs and CAs are signed between the 
contractor and the State of Cameroon. The state can negotiate 
simultaneously with several companies in order to select the best 
offer. On behalf of Cameroon, the contracts are signed by the 
Minister in charge of petroleum activities, following approval from 
the Minister of Finance.
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The first commercial oil discoveries in Côte d'Ivoire took 
place in the 1970s. US companies Exxon and Philips operated the 
Ivorian oil fields until the 1990s, when they abandoned the market 

1due to rising costs of production. The reassessment of the 
extraction potential that followed shortly brought back the private 
sector’s attention to Côte d'Ivoire in the mid-1990s. Currently, the 
country can be called a rather modest oil-producer, with 38,562 bpd 
in 2012 and 100 million barrels of proven reserves. The oil sector 
suffered from a civil war that resulted in technical problems and 
drying up much-needed investments. More recently, there have 
been some hopes for a more significant role in the region elevated 
by new discoveries in neighbouring Ghana, but also local finds by 
US company Vanco (offshore block CI-401) and Tullow Oil (block 

2CI-103). Driven by these new discoveries, the government plans to 
raise its oil output to around 200,000 bpd within the next five years. 
It also operates a national refinery facility, Société Ivoirienne de 
Raffinage (SIR), with a fairly strong capacity compared to regional 
averages. 
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Figure 3
Côte d'Ivoire’s total oil production (1980-2012)

Oil location 

Oil deposits in Côte d'Ivoire are located offshore, in 
3shallow and deep waters of the Ivorian basin. The majority of the 

country’s oil production comes from the Espoir and Lion oil fields 
located to the west of Abidjan, the economic capital of the country, 
which also hosts the largest port in the region. Other fields include: 
Baobab (Block CI-40), Acajou, Panthere (Block CI-11), Belier (Block 
CI-24) (discovered by Exxon in 1974) and Kudu (Block CI-01), adjacent 
to the international border with Ghana.    

1
2

C. Avery, Energy Memo, Côte d’Ivoire Oil Industry, IAS Group, April 2010, p. 2. 
Ivory Coast aims to boost oil output after discoveries, Reuters, 3 January 2013, 
http://www.reuters.com/article/2013/01/03/oil-ivorycoast-idUSL5E9C33CZ20130103 3C. Avery, op. cit., p. 3.
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Players 

There is currently a large variety of players in Côte 
d'Ivoire involved in both exploration and production of oil and gas. 
Major oil producers are Canadian Natural Resources, operating in 
the Baobab, Espoir and Acajou fields; Tullow Oil (UK), operating in 
Espoir and Acajou; Afren (UK), operating in the Lion field, and 

1ExxonMobil (US) in the Belier field. Since the end of the civil war, 
Côte d'Ivoire has signed 14 new Production Sharing Contracts (PSCs) 
(currently about 29 PSCs have been signed for petroleum operations 

2in Côte d'Ivoire). The country has recently seen a boom in 
exploration activity by international oil firms, including Total 
(France), which announced a major discovery in April 2013, 
Anadarko (US) and Lukoil (Russia), which has recently acquired 

3a 65 percent stake in the block CI-504. In accordance with the 
Ivorian legal framework, the national oil operator, Petroci, holds 
minority stakes in all of the exploration and production projects in 
Côte d'Ivoire. 

Cote D’Ivoire: Oil and Gas discoveries and status of exploration activity in 2011 – 2012, op. cit. 
Oil and Gas Tax Guide for Africa 2013, PwC, p. 45 http://www.pwc.com/en_GX/gx/oil-gas-energy/
publications/pdfs/pwc_oil_and_gas_tax_guide_for_africa_2013.pdf
Lukoil joins a new upstream project at an offshore block in Cote d'Ivoire, Your Oil and Gas News, 
13 June 2013, http://www.youroilandgasnews.com/lukoil+joins+a+new+upstream+project+at
+an+offshore+block+in+cote+d percent 27ivoire_91155.html 
B. Matthews, F. Sexsmith, Petroleum Markets in Sub-Saharan Africa, Analysis and Assessment 
of 12 Countries, World Bank 2010, p. 27. 
C. Avery, op. cit., p. 3.
Ibidem.
B. Matthews, F. Sexsmith, op. cit., p. 20.
The World Factbook 2013, CIA, 
https://www.cia.gov/library/publications/the-world-factbook/fields/2117.html 

Transport and refineries 

Abidjan, the largest city in Côte d'Ivoire, hosts one of the 
most developed ports in the region, which also includes a tanker 
terminal. Over half of West African oil and petroleum products flow 
through Abidjan, which has ambitions to be called the Rotterdam 
of Africa. Canal de Vridi port’s storage capacity is an equivalent 

4of 141 days of domestic consumption. The port is also a major oil 
5trade hub with the United States and the European Union. Given the 

offshore character of production in Côte d'Ivoire, the oil industry has 
been quite effectively insulated from the ongoing political turmoil 
which has been a huge burden to inland economic activity. 

The pipeline network links the Lion field with the refinery facility 
6in Abidjan and serves for transporting gas excess to Ghana. 

Nevertheless, most of the gas is used in domestic power plants 
which also produce energy for export to Ghana, Togo, Benin, Mali 

7and Burkina Faso. Altogether, the pipeline network in Côte d'Ivoire 
includes 101 kilometres of condensate, 256 kilometres of gas and 

8118 kilometres of oil pipelines.

Political and business risk

Côte d'Ivoire, which suffered from a series of internal 
conflicts which culminated in a political crisis in 2011, is now on its 

11way to recovery. After the presidential elections in November 2010, 
Laurent Gbagbo refused to step down and hand over power to 

12Alassane Ouattara. He was eventually arrested with the help of the 
French and UN military forces, which paved the way for Ouattara’s 

13ascent to power and long-awaited normality. Currently, as a result 
of improved yet still fragile political stability, a surge of investments 
in transport infrastructure and the communication sector, but also 
resumption of foreign aid, the country has been experiencing a GDP 

14growth rate of over 8 percent. According to the Economist 
Intelligence Unit, “stability will continue to return slowly, although 
with periodic setbacks as highlighted by the difficulties in 
demobilising and reintegrating former government and militia 

15forces” . 

Société Ivoirienne de Raffinage (SIR), the only refinery in the 
country, has a fairly strong capacity by regional standards and is 

9able to process 50,000 bpd. This makes Côte d'Ivoire one of the 
three top refiners of Sub-Saharan Africa, along with Nigeria and 
Angola. More importantly, it is the only country in the trio which 
refines more than it produces. Yet the nearly 50-year-old refinery 
suffers heavily from underinvestment, is way below its peak 
production and is in bad financial shape. It has also been affected by 
the crisis which led to EU sanctions that quickly depleted its crude 
oil supplies. State-owned Société Nationale d'Opérations Pétrolières 
de la Côte d'Ivoire (Petroci) is the biggest shareholder (45.7 percent), 

10followed by Total (20.4 percent) and Sonangol (20.0 percent). 
There are government plans to build a new state-of-the-art refining 
complex in the near future. 
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Ibidem.
African Economic Outlook 2013: Côte d’Ivoire, African Development Bank, 
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Tax regime 

The tax regime in the oil and gas sector is regulated by 
the General Tax Code and the tax provisions of each individual 

6Petroleum Contract. The basic rate of the corporate income tax 
is 25 percent, but the Petroleum Code provides a variety of tax 
exemptions including exemptions on VAT and imports. The royalty 
is due on the basis of the “Concession” type of contracts, although 
so far the government has entered only into Production Sharing 

7Contracts (a second possibility). There is no windfall tax in Côte 
d'Ivoire, and the withholding tax rate varies between 10 and 
20 percent (however, most of the recent PSC includes an exemption 

8from WHT for the non-resident Subcontractors). 

Regulatory framework

The Ministry of Mines is responsible for regulation of the 
oil and gas industry. The Department of Petroleum Operations of the 
Tax Administration is responsible for tax collection and 

1administration. The key legislation regulating the oil and gas 
industry is the Petroleum Code, Ordinance 96-733 of 1996. In 2012, 
President Ouattara signed an ordinance amending the Code, mainly 

2reinforcing environmental protection measures. In March 2012, the 
government announced a plan for developing a new petroleum law 

3to replace the Ordinance of 1996. The plan, related to legal 
architecture, also includes: the General Tax Code, the Labour Code 
and the Uniform Act of the OHADA Treaty relating to commercial 
companies.

The Ivorian government introduced a zero flaring policy in 1990. 
Since 1995 all the gas produced in the exploitation process is used 
in electric power plants. Around 80 percent of the energy supply 

4comes from the domestic production of gas. This, however, raises 
the problem of gas dependency, and currently Côte d'Ivoire is 
seeking a new and inexpensive way to tap into existing oil and gas 

5deposits. 

National operator 

The national operator in Côte d'Ivoire, Société Nationale 
d'Opérations Pétrolières (Petroci), holds minority stakes in all oil 

9and gas operations in the country. It was established in 1975 and 
restructured in 1998 (with four new entities created). Petroci is 
usually granted a free 10 percent participating interest, as one of 
the contractors. It holds 10 percent (which may be increased up to 
40 percent) of shares in the current exploration and production 
operations in the Ivorian basin, but it does not have any regulatory 
power. Petroci is sometimes held as an example of a company 

10successfully leaving politics to the politicians. 

Licences  

Although the Concession Contract is incorporated in the 
Ivorian Petroleum Code, in practice, the government enters only into 

11Production Sharing Contracts. The contracts, signed by a group of 
oil and gas companies including Petroci, are awarded for a period 

12of 25 years and can be extended by 10 years. All recent contracts 
have been awarded through direct negotiation with the government, 
but this is likely to change with the introduction of bidding rounds, 
which is meant to speed up the whole process. 
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Republic of the Congo (Congo-Brazzaville) can be 
considered as one of the most significant oil producers in Africa, 
with an estimated 1.6 billion barrels of oil reserves and production 

1of nearly 300,000 bpd. The first discoveries in commercial 
quantities can be traced back to the 1960s, when Elf Congo struck 
oil in the Grands Fonds area, offshore Pointe-Noire. Oil production, 
which commenced in the 1970s and expanded in the 1990s, soon 
suffered a decline in most of its flagship fields. However, more 
recently, with a number of new discoveries, especially the large 
offshore Moho-Bilondo oilfield, Congo’s first deepwater project 
operated by Total (France), the oil sector seems to be slowly getting 
back on its feet, gaining more confidence and attracting new 
players. New business opportunities are also associated with 
potentially rich oil sand deposits which are being currently explored 
by oil companies led by Eni (Italy), and which could potentially 

2boost oil reserves by another 2.5 billion barrels. 
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Figure 4
Congo-Brazzaville total oil production (1980-2012)

Oil location 

Congo-Brazzaville is currently the fifth largest oil 
producer in the Sub-Saharan Africa. Over 90 percent of oil is 
produced offshore. There are two oil areas in the country: the 
coastal sedimentary basin, which has been explored since the 1960s, 
and the Cuvette Basin, which is now attracting investors’ attention. 
A large, recently discovered, offshore field at Moho-Bilondo is now 
being operated by Total (France). Among oilfields that have come 
online recently, there are also three other located in Ikalou, Azurite 
and Libondo. Congo-Brazzaville cooperates with Angola in the Lianzi 
field, which is a deepwater field located within the two countries’ 

3maritime border in the Lower Congo Basin. The latter’s production 
is estimated to be 70,000 bpd by 2014. Two main tar sand bitumen 
deposits are being explored as pilot projects led by Eni (Congo-
Brazzaville and Madagascar are so far the only countries in Africa 
with oil sands exploration).  

1

2

Countries: Congo (Brazzaville), EIA,  
http://www.eia.gov/countries/country-data.cfm?fips=CF&trk=m  
Eni to start Congo pilot oil sands project in 2012, Reuters, 6 October 2011,  
http://www.reuters.com/article/2011/10/06/congo-eni-oilsands-idUSL5E7L648220111006 3Countries: Congo (Brazzaville), EIA, http://www.eia.gov/countries/country-data.cfm?fips=CF&trk=m 
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Players 

Congo-Brazzaville is a host to a number of oil companies, 
such as Perenco (UK), Murphy Oil (US), Prestoil (Ireland), Chevron 
(US), SOCO Internationals (UK) and ExxonMobil (US). However, the 
largest contributors to the country’s oil output are Total (France) 
and Eni (Italy) – both have been operating in Congo-Brazzaville since 
the late 1960s. In 2011, Total provided almost 40 percent of the total 

1oil production, while Eni provided 30 percent. Other players have 
been joining the race more recently. For example, in September 
2013, Oryx Petroleum (Canada) announced a new discovery in the 
Haute Mer A area which will be tested in early 2014. The company 
has a 20 percent participating and working interest in the Haute 

2Mer A licence area. In November 2013, Congo-Brazzaville 
announced plans to award around 10 onshore and offshore oil 
blocks in the second area in the Cuvette Basin, which will become 

3operational by early next year in a new licensing round.

Countries: Congo (Brazzaville), op. cit.
Oryx Petroleum website, http://www.oryxpetroleum.com/en/operations/republic-of-congo.php 
2-Congo Republic licensing round to offer around 10 oil blocks, Reuters, 8 November 2013,  
http://www.reuters.com/article/2013/11/08/oil-congo-idUSL5N0IT21J20131108 
Countries: Congo (Brazzaville), op. cit. 
Congo Rep plans oil infrastructure boost, Reuters, 13 January 2012,  
http://www.reuters.com/article/2012/01/13/congo-republic-oil-idUSL6E8CD47D20120113 

Transport and refineries 

The country’s infrastructure is in a very poor state, which 
mainly can be attributed to the Congolese civil war (1997-1999). 
Among the most affected regions have been the southern 
Brazzaville area, Pool, Bouenza and Niari, whose infrastructure 

4is still waiting to be restored. One of the most vital transport 
corridors that stretches from Pointe Noire to Brazzavile, and then 
to the interior, has been disrupted. The country’s only refinery, 
Congolaise de Raffinage (CORAF), is located in Point-Noire and has 
a production capacity of 21,000 bpd. It has been active since 1974, 
but production was halted in the late 1990s and resumed only in 
2000. There have been plans to privatize and expand CORAF, but the 
refinery is still waiting for a buyer. On the heels of rising oil prices 
and a record budget receipt, the government has also announced 

5plans to build an oil port, a second refinery and a major pipeline. 

Political and business risk

The country has been relatively peaceful in the first 
decades of independence, yet marked by coup d’états. The 1990s 
brought a political eruption, subsequent instability, destruction of 
infrastructure and ethnically based rebel-fighting. It culminated in 
a brutal civil war in 1997-1999, which ended with the help of Angolan 
military forces. Offshore oil wealth was among the factors that 
motivated the warring parties. Since then, Congo-Brazzaville has 
enjoyed relative stability, and has been working towards improving 
governance and financial transparency. According to the Economist 
Intelligence Unit, “Denis Sassou-Nguesso's presidency will remain 
overshadowed by questions about the legitimacy of his regime and 
his failure to resolve underlying social and inter-communal 

6tensions” . Despite considerable improvement, foreign investors 
still face an under-regulated market and endemic corruption.  
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Regulatory framework

The oil and gas sector in Congo-Brazzaville is governed 
by Law N° 24-94 of August 23, 1994 on the Hydrocarbon Code. 
Previously, oil companies had been operating under a concessionary 
system. Under provisions of the Production Sharing Contracts, oil 
companies finance exploration at their own risk. If exploration is 
successful, oil production is allocated in kind (in barrels) to royalty, 

8cost oil and profit oil under the terms and conditions of PSC. 
Recently, as a result of the Decree No. 2000-160 of 7 August 2000, 
the country introduced local content law, obliging companies to have 
“a minimum of 30 percent local shareholding in companies involved 

9in contractual relationship with Congolese oil and gas companies” .

The law prohibiting gas flaring was adopted in Congo-Brazzaville in 
2007. It is, however, largely ineffective, either due to special permits 
granted by the government to oil companies or because companies 
ignore the ban. For example, it was estimated that in the M'Boundi 

10oilfield operated by Eni, more than 35 Bcf of gas per year is burnt. 
According to a survey conducted by the World Bank and the National 
Oceanic and Atmospheric Administration in 2010, Congo-Brazzaville 

11flares about 64 Bcf of gas annually. In 2012, the government 
decided to join the Global Gas Flaring Reduction Partnership, which 
might lead to more serious regulatory efforts to curb the flaring.  
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Tax regime 

The tax regime in Congo-Brazzaville is a combination 
of the provisions in the Hydrocarbon Code and in the Production 
Sharing Contracts (PSC) that the government introduced in 1994. 
The royalty rate, which is 15 percent and can be paid in kind or in 
cash, is the only significant tax imposed on oil companies operating 
in Congo-Brazzaville. Under the existing law, the quantities of oil 
allocated to the oil companies’ partners on a block are net of 

1corporate taxes. In practice, this implies that there is no real basis 
for taxation in the country. As for other taxes, the Finance Act 2012 
introduced a pollution tax which is paid at a rate of 0.2 percent on 

2turnover. Withholding tax rate is 20 percent but this can be reduced 
by a tax treaty. 

National operator 

The Congo-Brazzaville's national oil company, Société 
Nationale des Pétroles du Congo (SNPC), was founded in 1998 and 
has its headquarters in Brazzaville. SNPC supervises petroleum 
exploration and production activities. According to provisions of the 
PSC, SNPC carries an operating interest in every oilfield alongside 

3international oil firms. There is no direct state involvement in the 
oil sector; the state’s interests are channelled through the SNPC 
only. In practice, the SNPC’s interest in oil blocks does not exceed 

420 percent.

Licences  

The oil and gas exploration and production falls under 
the jurisdiction of the Ministry of Mines, Energy and Water. The 
prospecting authorization (for preliminary works of general fact-
finding on the ground and identification of hydrocarbon existence) 
is issued by a decree of the Minister of Hydrocarbons and granted 
for a one-year term (which may be extended one or more times). 
The research (exploration) permit is granted under a decree issued 
by the Council of Ministers following a report from the Minister in 
charge of Hydrocarbons, initially for a four-year term, and is 

5renewable twice for 3-year terms. Finally, exploitation permits are 
granted by decree for an initial maximum period of twenty years 

6and can be renewed once for a maximum duration of five years.
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Equatorial Guinea is a relatively small country on the 
west coast of Central Africa. Major oil discoveries in the Gulf of 
Guinea in the 1990s made Equatorial Guinea a significant oil 
producer and exporter to many Western economies virtually 

1overnight. However, over the last decade the level of production has 
2been gradually decreasing, which pushed the government to invest 

its energy in new discoveries. In 2012, the country’s total oil output 
was 318,000 bpd, and the oil reserves were estimated at 1.7 billion 
barrels. The country’s political regime is undemocratic and 
repressive, with President Teodoro Obiang Nguema Mbasogo holding 
office for over 30 years. Equatorial Guinea has one of the highest 

3levels of corruption worldwide and is suffering from extreme 
income inequalities and high poverty. As a result of burgeoning oil 
proceeds, Equatorial Guinea has the highest per capita income on 

4the entire continent. 
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Figure 5
Equatorial Guinea total oil production (1980-2012)

Oil location 

The majority of Equatorial Guinea’s oil reserves are 
5located offshore in the oil-rich Gulf of Guinea. Currently, there are 

six major oilfields under exploration: Zafiro (which came on stream 
in 1996), Ceiba (2000), Okume (2008), Aseng (2011) and Alen 

6(2013). Zafiro is still the greatest contributor of the oil sector, but 
its production has dwindled significantly, which has pushed the 
government to intensity further exploration. Currently, the country’s 
territorial waters are divided into exploration blocks open to tenders 

7or with ongoing exploration works.
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Equatorial Guinea Oil And Gas Profile, A Barrel Full, 
http://abarrelfull.wikidot.com/equatorial-guinea-oil-and-gas-profile 
Countries: Equatorial Guinea, EIA, http://www.eia.gov/countries/country-data.cfm?fips=EK#pet 
Transparency International Corruption Perceptions Index 2012, 
Transparency International and Ernst & Young 2012, p. 5, 
http://www.ey.com/Publication/vwLUAssets/2012_TI_CPI/$FILE/2012%20TI%20CPI.pdf
Oil and gas in Africa. Africa's Reserves, Potential and Prospects, KPMG, op. cit., p. 6. 

Equatorial Guinea Oil And Gas Profile, A Barrel Full, 
http://abarrelfull.wikidot.com/equatorial-guinea-oil-and-gas-profile
Countries: Equatorial Guinea, op. cit.
Equatorial Guinea, Current Activity Map, Q2 2013, Ministry of Mines, Industry and Energy, 
http://www.equatorialoil.com/html/activity_map.html 
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Figure 6  
Equatorial Guinea Oil and Other Liquids Production, by Field (1995-2011)

Source: EIA
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Players 

While the current production is dominated by US 
companies, the new exploration projects are also run by European 
and, more recently, Chinese firms. The national operator GEPetrol is 

1involved in three projects in Equatorial Guinea. ExxonMobil (US) 
operates in the Zafiro Field (average production in 2013 stood at 
96,000 bpd); Aseng FPSO, a joint venture of SBM Offshore (the 
Netherlands) and GEPetrol, operates in Block I with 46,000 bpd 
average production; a joint-venture of Hess (US), Tullow Oil (UK) and 
GEPetrol operate in the Ceiba field and Okume Complex, producing 
approximately 70,600 bpd in 2013; Marathon Oil (US) extracts 

270,000 bpd of natural gas from the Alba field. There is ongoing 
exploration in more than 10 exploration blocks involving a dozen 
other companies, such as: Marathon (US), Ophir (UK), Glencore (UK), 
PetroSA (South Africa), White Rose (UK), Starc Limited (Bermuda), 
PanAtlantic (US), Murphy (US), CNOOC (China), Apex (US), Noble 

3Energy (US). 

Equatorial Guinea, Current Activity Map, Q4 2013, op. cit.
Ibidem. 
Ibidem.
Ibidem.

1
2
3
4

The port offers 20,000 cubic meters of storage capacity, a one-stop 
6 7shop for visiting vessels, and a 24-hour customs regime.  The total 

length of pipelines in the country is 42 kilometres for condensate, 
879 kilometres for gas and 71 kilometres for oil. They connect 

offshore exploration facilities in Alba field with the Punda Europa 
Gas Plans located on Bioko Island. Technically, oil export is typically 
handled by large oil firms directly involved in pumping oil in the 
country, such as Marathon Oil or Glencore, which transport it 
directly to refineries. Recently, though, the government made 

9an exception and allocated cargo to the Mercuria trading house. 

As of today, Equatorial Guinea does not have refining capacity. 
It exports all of its crude oil overseas and imports around 2,500 bpd 
for domestic consumption (2012). The government, however, plans 
to invest in major oil processing facilities in the near future. In 2010, 
the Ministry of Mines, Industry and Energy announced a strategy to 

10establish a refinery with 20,000 bpd processing capacity in Mbini. 
The progress has, however, been very sluggish. Additionally, in 2011, 
the government started a feasibility study of a petrochemical 
facility, and it also announced that a Dutch company, Vopak, would 

11build a crude oil storage terminal, servicing petroleum exports. 

5

Luba Freeport Ltd. website, 
http://www.lubafreeport.com/Facilities/Bunkering/default.aspx?id=863 
Ibidem.
Ministry of Mines, Industry and Energy website, 
http://www.equatorialoil.com/html/luba_freeport.html 
The World Factbook 2013, CIA, 
https://www.cia.gov/library/publications/the-world-factbook/fields/2117.html 
Equatorial Guinea awards oil cargo to Mercuria, Reuters, 6 November 2013, 
http://uk.reuters.com/article/2013/11/06/mercuria-equatorial-guinea-idUKL5N0IR2J020131106 
Ministry of Mines, Industry and Energy website, 
http://www.equatorialoil.com/html/future_projects.html 
Ibidem.
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Transport and refineries 

Luba Freeport, the largest port in the country, situated 
on Bioko Island, became operational in 2002. It also serves as an oil 

4terminal. 
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Political and business risk

Although in a formal sense Equatorial Guinea is 
a multiparty republic, in practice the country is almost single-
handedly ruled by President Teodoro Obiang Nguema Mbasogo and 

1his entourage. He has been in office since 1979, which makes him 
Africa’s longest-serving leader. Even though politically the country 
has been relatively stable, the president’s age and possible death 
makes its near future uncertain. Obiang’s demise might create 

2a destabilizing power vacuum. Equatorial Guinea is one of the most 
3corrupt countries in the world, with poor governance, and even 

poorer transparency. Despite its oil-led economic progress, it suffers 
4from extreme levels of income inequality and poverty. The country 

was ranked among “the worst of the worst” civil liberty abusers in 
a 2012 Freedom House survey. In 2004, payments to the regime 
made by ExxonMobil, the Marathon Oil, Hess the Chevron have been 

5subject to inquiry by the US Securities and Exchange Commission. 
Recently, Norwegian Pension Fund Global announced that it would 
consider dumping the shares of oil companies pumping oil in 

6Equatorial Guinea on the grounds of unethical behaviour. Also, 
increasing piracy in the Gulf of Guinea and frequent kidnapping 
of foreigners should be considered as an extra risk factor for 

7investors. 

Equatorial Guinea, Country Specific Information, U.S. Department of State, 
http://travel.state.gov/travel/cis_pa_tw/cis/cis_1110.html#safety 
Country Risk Service Equatorial Guinea 4th Quarter, Research and Markets, 
http://www.researchandmarkets.com/reports/2263462/country_risk_service_equatorial_guinea_
4th_quarter.pdf 
Transparency International Corruption Perceptions Index 2012, op. cit., p. 5. 
Oil and gas in Africa, Africa's Reserves, Potential and Prospects, op. cit., p. 6.
U.S. Investigates Payments To Equatorial Guinea, New York Times, 6 August 2004,  
http://www.nytimes.com/2004/08/06/business/us-investigates-payments-to-equatorial
-guinea.html 
Norway fund mulls selling oil firms working in E.Guinea, Reuters, 24 April 2013, 
http://www.trust.org/item/20130424172442-lcij3/ 
The Rise and Rise of Piracy in the Gulf of Guinea, ThinkAfricaPress, 18 July 2013, 
http://thinkafricapress.com/politics/gulf-guinea-africas-new-piracy-hotspot; 
Pirates free crew kidnapped from ship off Equatorial Guinea, Reuters, 26 May 2013, 
http://uk.reuters.com/article/2013/05/26/africa-piracy-idUKL5N0E709K20130526 
Equatorial Guinea Oil And Gas Profile, A Barrel Full, op. cit.
Petroleum legislation, The Ministry of Mines, Industry and Energy, op. cit. 
Global oil and gas tax guide 2012, Ernst & Young, p. 183, 
http://www.ey.com/Publication/vwLUAssets/2012-global-oil-and-gas-tax-guide/$FILE/EY_Oil_Gas_
Tax_Guide_2012.pdf
Flare Gas Reduction, GE Energy 2010, p. 54, 
http://www.genewscenter.com/ImageLibrary/DownloadMedia.ashx?MediaDetailsID=3691  
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Regulatory framework

The Ministry of Mines, Industry and Energy is responsible 
8for the regulation of the petroleum sector. The 

8/2006, called the Hydrocarbons Law, establishes the legal 
framework for exploration and production licences, and authorises 

9the cooperation of the government with the private sector. 
Nevertheless, it is the president who has the final say, as the 

10contracts are subject to presidential ratification. 

Gas flaring was a common practice in Equatorial Guinea until 
11recently. In 2010, the estimated level of gas flaring was 81 Bcf.

Decree Law No. 

The first step in gas re-utilization took place in Alba and Zafiro 
fields, where now the gas is either re-injected back to the deposits 

12or utilized in the LPG and methanol processing plants.

Tax regime 

The tax regime for the oil and gas sector in Equatorial 
Guinea is established by the general tax provisions of Decree Law 

13No. 1/1986 with amendments of Decree Law No. 4/2004. The fiscal 
rules are also provided by Hydrocarbon Law No08/2006 and PSC or 
other similar contracts concluded between the government and the 
contractor. The corporate income tax is 35 percent, but there are 
a variety of tax incentives (depreciation rules, deductible on net 

14operating losses and on research and development works). 
15The royalty rate varies from contract to contract but it is no less 

16than 13 percent. Withholding tax on dividends and interests is 
25 percent, 6.25 percent on resident income and 10 percent on non-

17resident income. According to Ernst & Young, expected legislative 
changes related to tax issues include social security contributions 
(INSESO) to avoid controversy relating to the payment of expatriate 
and national content, and compliance with the decree 127/2004 
relating to the participation of Equatorial Guinea shareholders in 

18the companies (not less than 35 percent of the share capital). 

National operator 

GEPetrol, Equatorial Guinea’s national operator, was 
19established in 2001 and became operational a year later. GEPetrol 

manages the state’s participation as a shareholder and other rights 
and obligations derived from the PSCs signed before its creation, 
acts as agents for the sales of the state’s share of hydrocarbons, and 
is responsible for the promotion of open acreage within Equatorial 
Guinea, for undertaking training programmes to develop the skills 
of staff, and for providing access to the most advanced technologies, 
techniques and knowledge of the oil industry. It is also responsible 
for environmental policy and its implementation, and may 
participate, either solely or as a partner with other national or 
foreign companies, in exploration and production activities either 

20within Equatorial Guinea or abroad. GEPetrol coordinates its 
activities with the Ministry of Mines, Industry and Energy, yet it 
acts as a separate and autonomous body. 

Ministry of Mines, Industry and Energy website, 
http://www.equatorialoil.com/html/gas_utilisation.html 
Petroleum legislation, The Ministry of Mines, Industry and Energy, op. cit.
Global oil and gas tax guide 2012, Ernst & Young, op. cit., p. 182-184. 
Ibidem, p. 183. 
Petroleum legislation, The Ministry of Mines, Industry and Energy, op. cit.
Global oil and gas tax guide 2012, Ernst & Young, op. cit., p. 184-185.
Doing Business in Equatorial Guinea, 2013 Pan-African Oil and Gas Tax Workshop, Paris, 
France 21-22 February 2013, http://www.ey.com/Publication/vwLUAssets/Doing-business-in
-Equatorial-Guinea-2013/$FILE/Doing-business-in-Equatorial-Guinea-2013.pdf    
Ministry of Mines, Industry and Energy website,  
http://www.guineaecuatorialpetrol.com/e_index.html 
Ibidem.
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Equatorial Guinea, Current Activity Map, Q4 2013, op. cit.
Global oil and gas tax guide 2012, Ernst & Young, op. cit., p. 183. 
Petroleum legislation, The Ministry of Mines, Industry and Energy, op. cit. 
Decree Law No. 8/2006 of November 2006, Hydrocarbons Law - English translation, Petroleum 
legislation, The Republic of Angola, Ministry of Mines, Industry and Energy, 
http://www.equatorialoil.com/EG_Hydrocarbons_Law_-English_Translation-_v7.1.pdf 
Global oil and gas tax guide 2012, Ernst & Young, op. cit., p. 183.
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The Ministry is in charge of regulation and administration of the 
petroleum industry in Equatorial Guinea. GEPetrol holds stakes in 
a number of offshore production operations. In 2013, these included 

1Ceiba field, Okume Complex and Block I (Aseng). 

Licences  

The Production Sharing Contract (PSC) is the main type 
2of agreement used in Equatorial Guinea. An exploration licence 

lasts usually for 4-5 years. It is divided into two sub-periods and can 
3be extended only twice. Production licence details, including the 

4period, are defined individually in every contract. All contracts are 
5subject to ratification by the president.
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With 2 billion barrels of oil, Gabon has the fourth-largest 
2proven reserves of crude in Sub-Saharan Africa. The US is the top 

importer of Gabon’s crude but its import share has been cut from 
360 percent in the 1990s to 15 percent in 2012. Gabon also refines 

crude oil in its small refinery, Société Gabonaise de Raffinage. 
The peak production was in 1997 with 360,400 bpd, and since 
then it has been gradually declining. In 2012 Gabon extracted 

4242,300 bpd.  

OLD-SCHOOL COUNTRIES
Gabon 

Table 7

2.0 

241,960

242,330

226,120

15,840

24,000

Reserves

Total oil production 

Crude oil production

Net exports (est.) 

Consumption 

Refinery capacity 

Basic facts and figures 

Gabon's oil, key data (2012)

billion barrels

bpd

bpd

bpd

bpd

bpd

1

Source: Countries: Gabon, EIA, http://www.eia.gov/countries/country-data.cfm?fips=GB#pet;

thousand barrels per day

Figure 7
Oil production and consumption in Gabon (1980-2012)

Oil location 

Gabon’s most important oil deposits are located in deep 
offshore waters, although crude is also extracted from onshore 

5oilfields. Historically, the most important was the Rabi oilfield, 
6where 217,000 bpd was produced in 1997. Currently, Gabon has 

742 offshore deep-water blocks open for exploration. Since Gabon’s 
land is covered by rainforest and the sea floor geology is highly 
complex, for many years the pace of exploration operations has 

8been slow. However, in 2013, Shell (UK), Total (France) and Perenco 
(UK/France) sought to change this by conducting new drillings in 

9Gabonese deep-water blocks. 
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British Petroleum, BP Statistical Review of World Energy, British Petroleum 2013, p. 6, 
http://www.bp.com/content/dam/bp/pdf/statistical-review/statistical_review_of_world_energy
_2013.pdf 
British Petroleum, BP Statistical Review of World Energy…, op. cit., p. 6.
Countries: Gabon, EIA, http://www.eia.gov/countries/cab.cfm?fips=GB 
Ibidem.

Oil and Natural Gas in Gabon, Spilpunt Mineral Commodities and Africa, 
http://spilpunt.blogspot.be/2007/11/oil-and-natural-gas-in-gabon.html 
Countries: Gabon, op. cit. 
Investing in Gabon 2012, p. 7, http://www.developingmarkets.com/sites/default/files/DMA-Gabon
%20Report%202012%20lr_0.pdf
Oil and gas in Africa, Africa's Reserves, Potential and Prospects, KPMG, op. cit., p. 13. 
Ibidem. 
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Players 

Three major players with a long-term presence in Gabon 
are Shell (UK), Total (France), and Perenco (UK/France). Shell 
extracts oil from Gamba/Ivinga, Rabi/Kounga, Toucan and Koula 

1fields with an average daily capacity of 64,000 bpd. Total Gabon 
2has the longest record of operating in the county, over 80 years, 

and its efforts are focused on Aloumbé, Diaba and Grand Anguille 
3 4fields from which it extracts 55,922 bpd. Perenco is currently 

operating in Ompoyi, Orindi, Oba and Loche East fields, with 
5production capacity at 58,000 bpd of oil and 4,500 of gas. 

The individual market share of each company was around 
624-25 percent in 2012. Apart from the above-mentioned major 

companies, other oil and gas operators (e.g. Harvest Natural 
Resources from the United States, Petrobas from Brazil and Oil 

7India Ltd from India) are also actively exploiting hydrocarbons. 

Tableau historique de production opérées de 1957 à nos jours, Total Gabon, 
http://www.total-gabon.com/index.php/activites/la-production/tableau-historique-de-production
Investing in Gabon 2012, op. cit., p. 15
Domaine minier & exploration, Total Gabon, 
http://www.total-gabon.com/index.php/activites/domaine-minier-a-exploration 
Tableau historique de production opérées de 1957 à nos jours, Total Gabon, 
http://www.total-gabon.com/index.php/activites/la-production/tableau-historique-de-production 
Perenco website, http://www.perenco.com/operations.html 
Tableau historique de production opérées…, op. cit., and own calculations based on the same 
source and Gabon, Perenco, http://www.perenco.com/operations.html
Investing in Gabon 2012…, op. cit., p. 15.
Ibidem, p. 12.
Field Listing: pipelines, the World Factbook, CIA, 
https://www.cia.gov/library/publications/the-world-factbook/fields/2117.html 
Countries: Gabon, op. cit.
Gabon: la Sogara a le vent en poupe, Ecofin Energie, 
http://www.agenceecofin.com/hydrocarbures/3112-2724-gabon-la-sogara-a-le-vent-en-poupe 
Investing in Gabon 2012…, op. cit., p. 7.
Ibidem. 

Transport and refineries 

Gabon’s only oil terminal is located in Port-Gentil. 
8It is poorly connected with the rest of the country. Gabon has a fair 

network of pipelines, with 1,639 kilometres of oil and 807 kilometres 
9of gas pipelines. Société Gabonaise de Raffinage (SOGARA) is the 

national refinery, established in 1964, with a processing capacity 
10of 24,000 bpd. Its major stakeholders are Total (48 percent stake) 

11and the Gabonese government with a 25 percent stake. 
The government plans to build a new refinery facility on Mandji 

12Island with 50,000 bpd processing capacity. In 2012, it signed 
a letter of intent with the South Korean SK Energy, and the new 

13refinery is expected to be operational by 2017. 

Political and business risk

Despite considerable ethnic heterogeneity, Gabon is 
a politically stable country (since gaining independence, Gabon has 
had just two presidents – the late Omar Bongo ruled the country for 
over 40 years). However, high income inequality and poverty rates 

14constitute serious challenges. In 2003, one of the biggest political 
scandals erupted in France when it was disclosed that Elf and major 
political figures in France supported Omar Bongo’s regime as 
a reward for lucrative oil contracts. Overblown bureaucracy and its 
inefficiency, as well as poor infrastructure, are among the problems 

15that foreign investors have to face. Nevertheless, the government’s 
efforts to diversify and reform the economy are recognized by, 
for instance, the World Economic Forum, which recently ranked 
Gabon as the 9th Sub-Saharan economy, and it is already classified 

16as a “transition economy” . In February 2013, Gabon lost its 
17“candidate status” in EITI and “is no longer recognized as an EITI 

implementing country”, as it failed to submit the EITI validation 
report. However, the past reports showed substantial differences 
in the payments declared by the oil corporations and revenues 
collected by the government.   
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Gabon: Risk Assessment, global EDGE website, http://globaledge.msu.edu/countries/gabon/risk 
D. Magnowski, Gabon — Africa’s least African country?, Reuters, 28 April 2010, 
http://blogs.reuters.com/africanews/2010/04/28/gabon-africas-least-african-country/ 
Investing in Gabon 2012…, op. cit., p. 7.
Extractive Industries Transparency Initiative, http://eiti.org/Gabon 
Oil and Gas Tax Guide for Africa 2013, PwC, op. cit., p. 26; 
Africa Briefing: New petroleum legislation to be enacted in Gabon, Eversheds 2012, 
http://www.eversheds.com/global/en/what/articles/index.page?ArticleID=en/New_petroleum_
legislation_to_be_enacted_in_Gabon 
Global Gas Flaring Reduction, A Public-Private Partnership, World Bank Group, 2012, p. 70, 
http://documents.worldbank.org/curated/en/2004/04/4946514/regulation-associated-gas
-flaring-venting-global-overview-lessons-international-experience 
Investing in Gabon 2012…, op. cit., p. 16.
Ibidem. 
Global Gas Flaring Reduction..., op. cit., p. 70.
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Regulatory framework

The key legislation governing the oil sector is the 
18Petroleum Code enacted in 1962, and the main authority is the 

19Ministry of Mines, Energy, and Petroleum. Gabon’s legal framework 
is currently under review, and the government intends to come up 
with a new law encouraging oil operators to provide training and 
jobs to the locals, but also to get involved in the development of 

20infrastructure. The government also pushes its environmental 
21protection agenda though its “Green Gabon” initiative. Therefore, 

investors have to be aware that in Gabon their projects would have 
to face additional requirements. 

Gas flaring in Gabon is legal (90 percent of natural gas produced 
in Gabon is either flared – over 50 Bcf – or injected back into the 
fields), but it requires permission from the Ministry of Mines, 

22Energy, and Petroleum. Gabon lacks the infrastructure needed 
to process gas. Just about 6 Bcf of gas is being used by power plants 
in Libreville and Port-Gentil. 
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R. Silva, West Africa Oil and Gas Opportunities, Fiscal Terms and Legal Issues, Miranda Correia 
Amendoeira & Associado 2010, p. 8, 
http://www.mirandalawfirm.com/uploadedfiles/20111227_60b216.pdf 
Oil and Gas Tax Guide for Africa 2013, PwC, op. cit., p. 28. 
Global oil and gas tax guide 2012, Ernst & Young 2012, p. 188, http://www.ey.com/Publication/
vwLUAssets/2012-global-oil-and-gas-tax-guide/$FILE/EY_Oil_Gas_Tax_Guide_2012.pdf 
Oil and Gas Tax Guide for Africa 2013, PwC, op. cit., p. 29.
Global Oil and Gas Tax Guide 2013, op. cit., p. 196. 
Ibidem, p. 30.
Investing in Gabon 2012, op. cit., p. 16. 
The Decree, Gabon Oil Company, http://gabonoil.com/index.php/en/our-role/the-decree; 
Our responsibilities, Gabon Oil Company, 
http://gabonoil.com/index.php/en/our-role/our-responsibilities 
Exploration, Gabon Oil Company, http://gabonoil.com/index.php/en/our-assets/exploration 
Production, Gabon Oil Company, http://gabonoil.com/index.php/en/our-assets/production 
Oil and Gas Tax Guide for Africa 2013, PwC 2013, op. cit., p. 26.
Revenue Watch, http://www.revenuewatch.org/countries/africa/gabon/overview 

Tax regime 

The tax regime for petroleum operations is regulated 
by the Law on the Exploitation of Hydrocarbons from 1983 (Law No. 

114/82). The basic corporate income tax rate in Gabon is 35 percent, 
although tax arrangements might vary in different concession 

2 3contracts. The royalty rate is between 6 and 12 percent, and 
4is usually specified individually in every contract. There is also 

a surface rent based on the surface of oil exploration (3-6 USD per 
2 5km) or oil production (4-8 USD per hectare). While there is no 

windfall tax in Gabon, the withholding tax rate varies from 9.5 
6percent (contractors) to 20 percent (directors’ fee). 

National operator 

The Gabon Oil Company (GOC) was established in 2011, 
filling the void after the previous national operator, Société 

7Nationale Petrolière Gabonaise, which was dismantled in 1987. 
GOC safeguards Gabon’s interests over its natural resources by 

8participating in research, exploration and production operations. 
9GOC is involved in most of the exploration operations, and it 

recently signed two agreements mandating co-production in 
10Obangué and Remboué II fields. 

Licences  

There have been 10 licensing rounds in Gabon’s history. 
The recent bidding round has been delayed for three years and was 
successfully closed in October 2013. Currently the most common 
solution proposed by the government to investors is the Production 

11Sharing Contract (PSC). The general fiscal frameworks for the oil 
industry are established by law, but “in practice contract terms are 
often the product of direct negotiations between companies and the 

12government” .
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After roughly 50 years of unsuccessful oil searches, in 
1958 the first commercial quantities of oil in Nigeria were discovered 

1by Shell (US) and BP (UK). The production of oil rose sharply from 
that year onwards, and in 1971 Nigeria joined the OPEC. The global 
oil boom of the 1960s and 1970s transformed the country from an 

2agriculture-based economy to an oil-dependent one. As of today, 
with crude oil output levels at around 2.5 million bpd, Nigeria is the 

th 3largest oil producer in Africa and 10 largest producer worldwide. 
Oil reserve estimates suggest that Nigeria has more than 37 billion 
barrels of mostly high quality crude oil still to be uplifted. 
In addition to oil, Nigeria holds the largest natural gas reserves in 
Africa (and is sometimes referred to as “a gas province with some 

4 5oil in it” ), estimated at 187 Tcf. Unfortunately, the huge gas 
6potential is not utilized; most of the gas is flared. 
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Oil location 

Almost all of Nigeria’s oil is situated in the 70,000 square 
kilometres oil-rich Niger Delta region — the world’s third-largest 
wetland after Holland and Mississippi. From the total number of 
606 oilfields located in the region, 355 are situated onshore and the 
remaining 251 are offshore. There are also 28 oilfields outside of the 

8Niger Delta, but none of them has been actively explored so far. 
9Nigeria also has five deep water oilfields.
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NNPC Group website, http://www.nnpcgroup.com/NNPCBusiness/BusinessInformation/
OilGasinNigeria/IndustryHistory.aspx 
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http://dev.nnpcgroup.com/napims/Crude.aspx

NNPC Group website, p. 33, http://www.nnpcgroup.com/Portals/0/Monthly percent 20
Performance/2012 percent 20ASB percent 201st percent 20edition.pdf
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Figure 8
Nigeria’s total oil production (1980-2012)
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In 2012, more than 40 percent of Nigerian oil was exported 
to European countries. Countries from North America (21 percent) 
and Asia (17 percent) were the second and third largest buyers 

7of Nigerian oil, respectively.
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Table 9

Shell  

Mobil

Chevron

Esso

Elf

NAOC

Addax

NPDC

AENR

Texaco

7

Source: NNPC Group

Percent of total
production

33.39

24.52

13.63

12.48

6.50

4.52

3.64

3.18

0.48

0.44

Type of contract

Joint Venture/Prod. Sharing Contract

Joint Venture

Joint Venture

Prod. Sharing Contract

Joint Venture

Joint Venture

Prod. Sharing Contract

Independent/Sole Risk

Service Contract

Service Contract

Company
The top 10 oil-producing 
companies in Nigeria in 2012

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

Players 

Between 1938 and 1954, Shell-BP Petroleum Company 
was the only oil company operating in Nigeria. In 1954, the Shell-BP 
joint venture was joined by Mobil (US) and other major players 

1shortly after. Over the first five decades of commercial oil 
exploration in Nigeria, five companies (Shell, ExxonMobil, Chevron, 

2Total and Eni) produced about 97 percent of Nigeria’s oil output. 
In recent years, however, due to oil theft and vandalism, the majors 
(led by Shell and Chevron) started to sell off their onshore and 

3shallow water assets to local (Nigerian) companies, which are 
believed to be better-suited to deal with the Niger Delta’s chronic 
unrest. As a result, the majors’ market share decreased to 
90 percent in 2006 and is projected to shrink further to 60 percent 

4in the next five years. As oil majors retreat from Nigeria, more and 
more indigenous companies are taking their place and boosting 

5production. However, despite recent disinvestments, ExxonMobil, 
Shell and Chevron still accounted for more than 50 percent of oil 
production in 2012. Table 9 summarizes the oil production market 

6share in 2012.
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LIT Verlag Münster, 2000, p. 9.
E. Bala-Gbogbo, Nigerian Oil Companies Boost Production as Majors Retreat, Bloomberg, 
18 September 2013, http://www.bloomberg.com/news/2013-09-17/nigerian-oil-companies-boost
-production-as-majors-retreat.html
S. Kent, B. Faucon, J. Scheck, Shell Looks to Sell Nigerian Pipeline, 
The Wall Street Journal, 30 October 2013, http://online.wsj.com/news/articles/
SB10001424052702304200804579165040226032758
E. Bala-Gbogbo, op. cit. 
T. Dodondawa, Marginal fields bidding for indigenous operators kicks off, The Nigerian Tribune, 
3 December 2013, http://tribune.com.ng/news2013/index.php/en/business-package/2012-10-29
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2012 Annual Statistical Bulletin, Nigerian National Petroleum Corporation, 
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Shell operates in Nigeria through its two subsidiaries: Shell Petroleum Development Company 
(SPDC) and Shell Nigeria Exploration and Production Company (SNEPCO); the table presents 
cumulated data for the two Shell’s subsidiaries.
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Transport and refineries 

Excluding dozens of illegal, ‘do-it-yourself’ refineries, 
Nigeria has four major refineries (Port Harcourt I, Port Harcourt II, 
Warri and Kaduna) with a combined potential output of 445,000 
bpd. However, due to obsolete and partially destroyed refining 

8infrastructure, their actual output in 2012 was 60-70 percent 
9of that figure, or even less. But things may improve in the 

upcoming years as the richest man in Africa, Aliko Dangote, 
10is planning to complete a 400,000 bpd refinery by 2017. 

Recently, the government announced plans to privatize all four 
11state-owned refineries in 2014.

Nigeria has a vast pipeline system – more than 3,000 kilometres in 
total, criss-crossing rivers, swamps and farmlands in the Niger Delta. 
Most of the pipelines are jointly owned by the NNPC and oil majors, 
whilst the export terminals are operated by Shell (Forcados and 
Bonny terminals), ExxonMobil (Qua Iboe terminal), Chevron 

12(Escravos and Pennington terminals) and Eni (Brass terminal). 
The NNPC also holds a 25 percent stake in the West Africa Gas 
Pipeline, which transports gas from Nigeria to Benin, Togo and 
Ghana.

Nigeria's oil refineries at 60-75 pct capacity, Reuters, 9 February 2011, 
http://www.reuters.com/article/2011/02/09/ozabs-nigeria-refining-idAFJOE7180E420110209   
2012 Annual Statistical Bulletin, op. cit., p. 7.
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privatisation/165584/
F. Ayanrouh, Nigeria: Privatizing Oil and Gas Pipelines, 5 November 2013, 
http://www.vanguardngr.com/2013/11/nigeria-privatizing-oil-gas-pipelines-1/
#sthash.RGPxDPXh.dpuf 
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Chattam House, 2013, http://www.chathamhouse.org/publications/papers/view/194254
Oil and Gas Tax Guide to Africa 2013, PWC, op. cit., p. 76.

Political and business risk

Security issues remain a fundamental challenge for 
Nigeria. The federal government has to deal with Boko Haram in 
the north and oil-related vandalism (oil bunkering, oil theft, pipeline 
sabotage) in the Niger Delta region, where the paramilitary 
Movement for Emancipation of the Niger Delta (MEND) “fights for 
a greater share of Nigeria’s oil revenue to go to the impoverished 

1region that sits atop the oil”. To stop the violence in the region, the 
government started an amnesty programme in 2009 targeted at 

230,000 militants. But even though so far more than 1 billion USD 
has been spent to keep ex-militants busy by giving them jobs and 

3training, the oil-related vandalism has cost the country 162.6 billion 
4Naira (1.02 billion USD) in the last four years.

Besides insecurity in oil-rich regions of the country, an unreliable 
power supply, a cumbersome taxation system, institutional 
inefficiency and corruption are mentioned among major 

5impediments to doing business in Nigeria. Oil theft is a major 
problem, too. According to the latest Chatham House report, 

6an estimated 100,000 barrels are stolen every day.
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Regulatory framework

The Petroleum Act 1969 and the Minerals and Mining 
Act 2007 are the two most important bills regulating the oil sector 

7in Nigeria nowadays (there are also 14 other oil-related acts). 
However, the legal framework for the oil sector in the country is 
at the dawn of its most significant reform after independence. 
The long-awaited Petroleum Industry Bill (PIB) is going to 
consolidate all the existing oil and gas laws and vastly change both 
the upstream and downstream sectors. Two new regulatory bodies 
(the Upstream Petroleum Inspectorate and the Downstream 
Petroleum Regulatory Agency) will be responsible for licence 
granting, exploration regulations and the general supervision of the 
upstream and downstream, respectively. The bill will also introduce 
mechanisms targeted at resolving Niger Delta conflicts by means 
of the Petroleum Host Communities Fund, which will be used to 
develop the region and the livelihood of local people. Finally, the bill 
is aimed at improving the transparency level in the licence-granting 
process by opening the bid process to public scrutiny.

Although the first provisions forbidding gas flaring in Nigeria can 
8be traced back to 1969, the country remains the world’s second-

largest burner of crude associated gas after Russia.  However, 
the provisions of the draft Petroleum Industry Bill stipulate that 

st“natural gas shall not be flared or vented (…) after 31 December, 
2012 (…), in any oil and gas production operation, block or field, 
onshore or offshore, or gas facility, except under exceptional and 
temporary circumstances”. Since work on the PIB is still ongoing, 
this deadline will obviously have to be postponed; at the time of 
writing, gas is still being flared in Nigeria.  

Tax regime 

The oil sector tax regime in Nigeria is regulated by the 
Petroleum Profit Tax Act 1990. Under its provisions only upstream 

9operations are considered to be petroleum activities. Companies 
in the upstream sector are subject to a different level of taxation, 

10depending on the form of contract and petroleum lease, but, 
in general, they are required to pay the Petroleum Profit Tax 
(85 percent for joint-venture operations or 50 percent for PSC with 
the NNPC). In most cases, companies are also subject to a 10 percent 

11withholding tax. The current tax code also includes cost-based 
incentives for oil companies in the form of Capital Allowance (CA) 

12and Petroleum Investment Allowance (PIA). Since downstream 
activities, refining and gas operations, are not considered as 
petroleum activities, companies operating in these sub-sectors are 

13subject to Companies Income Tax provisions. The current fiscal 
regime for the oil sector is going to be overhauled and replaced 
by the above mentioned Petroleum Industry Bill.
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2012 Annual Statistical Bulletin, op. cit., p. 5.
In fact, 2012 was the first year in the Nigerian oil industry history when production from PSC 
(320,434,163 barrels) was larger than from joint-venture operations (314,740,436 barrels). 
For more details see: http://www.nnpcgroup.com/Portals/0/Monthly percent 20Performance/
2012 percent 20ASB percent 201st percent 20edition.pdf

National operator 

The Nigerian National Petroleum Company (NNPC) was 
established in 1972 by the government to secure a regular domestic 
supply of petroleum products, establish oil and gas infrastructure 
as well as exploit, refine and market Nigeria’s hydrocarbons. 
The NNPC has 13 subsidiaries and represents the Nigerian 
governments in all oil joint-venture and PSCs. In 2012, the NNPC 
lifted 44 percent (i.e. 1.04 million bpd) of total oil production for 

1both domestic needs and export.

Licences  

The federal government holds all mineral rights and is 
responsible for granting exploration and development licences. 
In most cases, foreign oil companies enter into Joint Operation 
Agreements (joint-ventures) or Production Sharing Contracts (PSC) 
with the NNPC. Due to the technical complexity and unequal funding 
capabilities of venture partners (usually the government is short of 
money for risky and costly operations), and as the drilling operation 
moves into deep water areas, the PSCs are becoming more and more 

2popular. 
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Oil exploration in Sudan began in the late 1950s, but 
political unrest caused foreign companies to withdraw from the 
country. The first oil discovery came in 1979 in the Abyei region; 
around the same time, the conflict between the South and North 
erupted. The oil production eventually kicked off in the 1990s, and 
subsequently Sudan became the most important regional oil 

1producer. 

thOn July 9, 2011, the Republic of South Sudan officially declared 
independence. Several violent conflicts flared up in 2011, including 
continued conflict in Darfur and in the three border states of Abyei, 

2Southern Kordofan, and Blue Nile. In April 2012, the two Sudans 
came to the brink of war. 

Most of the oil is now produced in landlocked South Sudan, which 
3remains dependent on Sudan’s oil transport infrastructure. South 

Sudan is often described as the world’s most oil-dependent country. 

OLD-SCHOOL COUNTRIES
Sudan and South Sudan 

Table 10
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115,310

112,450

20,460

94,850

132,000

Reserves

Total oil production 

Crude oil production

Net exports (est.) 

Consumption 

Refinery capacity (only in Sudan) 

Basic facts and figures 

Sudan and South Sudan's oil, key data (2012)

billion barrels

bpd

bpd

bpd

bpd

bpd

Source: Countries: Sudan, EIA, http://www.eia.gov/countries/country-data.cfm?fips=SU&trk=m 
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GlobalEDGE website, Sudan: History,  http://globaledge.msu.edu/countries/sudan/history 
Countries: Sudan and South Sudan, EIA, 
http://www.eia.gov/countries/country-data.cfm?fips=SU&trk=m

Stratfor Analysis, A New Oil Dispute Between Sudan and South Sudan, Stratfor, May 2013, 
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Figure 9
Sudan and South Sudan's total oil production (1980-2012)

600

500

400

300

200

100

0

-100

1985 19901995 20101980 20002005

Source: Countries: Sudan and South Sudan, EIA, 
http://www.eia.gov/countries/country-data.cfm?fips=SU#pet 

4

Because of cross-border disputes, disagreement over oil transit fees, 
accusations of Sudan blocking South Sudanese oil, and support for 
rebel groups, in January 2012 production and exports collapsed and 
plunged the economies of both Sudans into a crisis. South Sudan’s 
position is much worse than its northern neighbour, as oil revenues 

4constituted 98 percent of its budget income. South Sudan’s oil 
started to be pumped again and shipped to the world markets in 
May 2013.    
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Oil location 

Of the total proven reserves of oil in both Sudans, 
over 70 percent is spread throughout the territory of South Sudan 
(3.5 billion barrels). The reserves are located in the Muglad and 

1Melut Basins, which extend into both Sudans. Muglad Basin includes 
2Blocks 1, 2, 4, 5A, 6, 17, and Melut Basin includes Blocks 3 and 7. 

Currently, oil is pumped from Blocks 2, 4 and 6, and 17 is counted 
as Sudan's production, while oil from Blocks 1, 3, 5A and 7 formally 

3belongs to South Sudan. Recently, Sudan has set an ambitious 
target of increasing oil production through new discoveries and has 
improved recovery of oil from already exploited mature fields.

Countries: Sudan and South Sudan, op. cit.
Global Witness, Oil Blocks in Sudan, 
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Countries: Sudan and South Sudan…, op. cit.
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http://www.treasury.gov/resource-center/sanctions/Programs/pages/sudan.aspx 
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Greater Nile Petroleum Operating Company, 
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Hydrocarbons-technology.com, Melut Basin Oil Project, Sudan, 
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Players 

The oil sector in Sudan is dominated by Asian companies. 
In December 1996, the Greater Nile Petroleum Operating Company 
(GNPOC, Sudan) was formed, comprising the China National 
Petroleum Corporation (CNPC, China), Petronas (Malaysia), Sudapet 
(Sudan) and Araxis (UK). In 1997, the US imposed a comprehensive 

4trade embargo on Sudan, arguing that oil revenues are used for 
military actions, and consequently American oil companies were not 

5present in Sudan. GNPOC started its operations in the Muglad Basin 
in 1998. It was also involved in construction of the pipeline from the 

6oilfields to the terminal in the Red Sea.  The Greater Nile Petroleum 
Operating Company controls Blocks 1, 2 and 4. Blocks 3 and 7 in 
the Melut Basin are controlled by the PetroDar company, which is 

7a consortium of CNPC, Petronas, Sudapet, Sinopec and Al Thani. 
Currently, Asian companies hold large stakes in the leading 
consortia operating in both Sudans.

Transport and refineries 

Oil is transported through two pipelines (one from 
Muglad Basin, and the other from Melut Basin – Petrodar pipeline) 
that run to refineries and shipping facilities at Port Sudan, located 

8by the Red Sea. The terms of Sudan’s oil transportation facilities 
usage by South Sudan are uncertain and are constantly contested by 
both sides. Sudan is threatening to stop oil shipments from South 
Sudan, and South Sudan is searching for alternative routes to export 
its oil. 

Towards this end, South Sudan signed memoranda of understanding 
with Ethiopia, Kenya and Djibouti in order to build new pipelines 
to Lamu port, and possibly to Djibouti (through Ethiopia). 
Nevertheless, currently South Sudan is fully dependent on its 
northern neighbour’s transport facilities.  

Sudan has three refineries, with a capacity of 132,000 barrels per 
day. The largest one — the Khartoum Refinery, opened in 2000 
— has a capacity of 100,000 bpd, the one in Port Sudan has 
a capacity of 22,000 bpd, while the smallest one, in El Obeid 
— 10,000 bpd.  

Political and business risk

The overall political situation in the region is unstable. 
Oil production could be halted overnight because of a political 
decision. Some analysts argue that both the North and the South 
need the oil-related conflict in order to legitimize the current 
political elite staying in power. The business environment in both 
Sudans is very difficult. There is hardly any access to reliable 
information. The institutional infrastructure has serious 

9weaknesses, and the governmental bodies do not co-ordinate their 
actions. A substantial level of risk is also associated with religious 

10and border conflicts, major governance shortcomings, high 
unemployment, widespread poverty, and – more recently – high 
inflation. The suspension of oil production in South Sudan in 2012 

11created a GDP decline of 55 percent. Oil installations might be 
targeted by rebel groups, especially in the disputed district of 

12Abyei. Despite negative economic growth in 2012, both countries 
are expected to reach positive GDP growth in the forthcoming years, 

13but they will perform below the regional average, and the growth 
will be driven mainly by oil production.
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Regulatory framework

In Sudan, the Sudanese Petroleum Corporation, which 
is supervised by the Ministry of Petroleum, is responsible for oil 

1exploration and production. The Minister of Finance gives 
recommendations that provide a variety of investment incentives 

2for foreign investors. However, recent studies of oil sector 
governance in Sudan revealed a visible lack of coordination between 

3governmental institutions with regards to the oil sector. 
South Sudan’s Draft Transitional Constitution divided responsibilities 
for the management of the extractive sector among the National 
Petroleum and Gas Council, the Ministry in charge of petroleum 

4and gas, and the National Petroleum and Gas Corporation. 
The institutional framework governing hydrocarbon revenue 

5management was adopted in the 2012 Petroleum Act. 
Nevertheless, South Sudan’s oil-related regulatory framework is 
under construction and it is too early to say how newly establish 
institutions will co-operate with one another and with foreign oil 
companies. At the time of writing, the South Sudan legislature was 

6planning to adopt the Petroleum Revenue Management Act.   

The gas associated with oil in both countries is either flared or 
re-injected into the oilfields. According to the EIA, because of oil 

7production, 11.8 Bcf of gas was flared in 2010 alone. 

Tax regime 

Major fiscal authorities in Sudan include the Ministry of 
Finance and National Economy, and the Taxation Chamber. 
Corporate tax rates in Sudan depend on the type of business activity 
and are applied accordingly. For companies engaged in exploration, 

8extraction and distribution of oil it is generally set at 35 percent. 
Fiscal obligations in South Sudan are defined by the Petroleum Act 
adopted in 2012. The oil extraction is based on Production Sharing 
Contracts. In 2013, the model PSC was in the process of being 
drafted, and investors were negotiating fiscal terms of oil extraction 
with the government. The CIT rates vary from 10 to 20 percent, 

9depending on the magnitude of a taxpayer’s business. Additional 
levies such as surface rents, fees, bonuses and royalties are 
negotiated under the Production Sharing Contracts. 

National operator and its role

During the peak of oil production in 1997, the 
government of Sudan created Sudapet (Sudan National Petroleum 

10Corporation), which is supervised by the Ministry of Energy and 
Mining. Sudapet has multiple partnerships (based on a minority 
share in oil extraction activities) with foreign (mainly Asian) 

11companies. The parastatal is responsible for oil concession 
provisions, but it does not exploit oil on its own.   

According to Enerdata, “South Sudan’s institutions of governance for 
12the oil sector are embryonic” . The Transitional Draft Constitution 

states that the overall responsibility for the oil industry will be 
ceded on the National Petroleum and Gas Corporation. Currently 

13the state-owned Nilepet (Nile Petroleum Corporation) holds small 
14stakes in extractive operations in South Sudan. However, neither 

Sudapet nor Nilepet possess the technical capacity, financial 
resources or know-how necessary to produce oil individually. 

Licences  

The Petroleum Act 2012 established the National 
Petroleum and Gas Corporation (NPGC), which is responsible for 
approving exploitation licences, but the contracts are negotiated by 

15the Petroleum and Mining Ministry. According to the Revenue 
Watch, South Sudan was “committed to the idea of open licensing 
process”, but it has revealed very little information on the 
renegotiations of contracts originally signed by the government 

16in Khartoum and oil companies currently active in South Sudan.  

CNPC dominates the Sudanese oil production sector. China was 
Sudan’s most important ally during economic sanctions introduced 
by the US. Some of the licences have been directly granted by 
President Bashir to the Chinese companies. In view of the South 
Sudan secession and the loss of 75 percent of the proven oil 
reserves, the government in Khartoum is planning to auction two 

17onshore and three offshore blocks in December 2013.  
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The Republic of Chad started to develop oil resources in 
1969, but due to a civil war 10 years later, the production was halted. 
Upon the return of peace, the government of Chad moved to develop 
oilfields at Doba in the southern part of the country. It was only in 
1993 that relatively large oil deposits were confirmed in this area. 
Chad currently ranks as the tenth-largest oil reserve holder among 
African countries, with 1.5 billion barrels of proven reserves and an 
average production of 115,000 barrels per day. Chad’s oil (Doba 
blend) is heavy and high in calcium and acid, which is by far more 
expensive to process for high value products, thus it requires 

1sophisticated technology to refine. 

Chad, which is a landlocked country, entered into an agreement 
with its southern neighbour, Cameroon, to build a 1,070-kilometre 
pipeline in order to supply crude to the international markets. 
Oil began to be transported from Chad across Cameroon to a marine 
shipping terminal 11 kilometres off the coast of Cameroon, near 
Kribi. 
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Figure 10
Chad’s total oil production (1980-2012)

Oil location 

Originally, the first production came online in three 
oilfields: Kome (2003), Miandoum (2003) and Bolobo (2004). 
These three alone are estimated to contain 900 million barrels of oil 
reserves. New oilfields became operational a few years later — Nya 
(2005), Moundouli (2006) and Maikeri (2007) — all in the Doba 
region near the border with Central African Republic. Other 
production plans involve a smaller basin to the north of Lake Chad 
(Sedigi, Kanem and Kumia), where oil was discovered already in the 
1970s but, due to political instability, production was put on hold. 
There are also the basins of Bongor and Madiago to the south-west. 
Generally, the country is regarded as unexplored and unexploited, 
and new oil deposits are expected to be discovered. 1Update: Marketing Chad’s Oil, ExxonMobil, 

http://www.essochad.com/Chad-English/PA/Files/18_ch13.pdf 
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Construction was started in October 2000 by the Consortium of 
ExxonMobil (40 percent, project operator), Petronas (35 percent), 
and Chevron (25 percent). The oil production commenced three 
years later. 
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Players 

ExxonMobil (US) has been active in Chad since 1969, 
but it took more than 30 years to put together an economically 
viable project. Starting in 1993, under the name Esso, it led the 
consortium which originally included Shell (UK) and Total (France). 
After their withdrawal, it was joined by Chevron (US), which now 
holds a 25 percent stake, and Petronas (Malaysia) with a 35 percent 
stake. The consortium dominates the oil landscape in Chad, and 
currently controls most of the operations, plus has stakes in the 
pipeline itself. Also, Chinese companies have begun trying to tap 
into Chad’s oil wealth, with CNPC as a major player. CNPC’s first 
production well in Chad came on stream in April 2011. Recently, 
its exploration operations have been suspended by the Chadian 
government on the grounds of oil spills and ground contamination 
near Koudalwa (it also does some exploratory work near Lake 

1Chad). It does not, however, disrupt the Chinese firm’s existing 
operation, which produces 15,000 bpd. Other companies such as 
ERHC Energy, Simba (Canada), United Hydrocarbon (Canada) and 
Global Oil (US) are also eagerly acquiring exploration rights in Chad. 
According to the most recent news, a new player, Griffiths Energy 
International (UK), is expected to produce 14,000 barrels of crude 

2oil per day and export it via the pipeline to Kribi port.

Transport and refineries 

The Chad-Cameroon Petroleum Development and 
Pipeline Project that links Doba oilfields and Kribi port in Cameroon 
is one of Africa's largest public-private development projects. 
It stretches 1,070 km and goes underground. The pipeline was 
completed in July 2003 with the financial support of the World Bank. 
As of today, essentially all of the Chadian oil exits the country 
through the Chad-Cameroon Pipeline. The pipeline’s capacity 
is estimated at 225,000 bpd. It has two operators: the Tchad Oil 
Transportation Company (TOTCO) in Chad, and the Cameroon Oil 
Transportation Company (COTCO) in Cameroon. From Kribi port the 
oil is shipped further to refineries, which, due to special features of 
the Doba blend (a heavy, acidic blend similar to the North Sea crude 

3oil), are not all technically suitable for refining.     

The China National Petroleum Corporation International Chad 
(CNPCIC), in partnership with the Chadian government, through 
its national oil company, Société des Hydrocarbures du Tchad, built 
the country's first oil refinery in Djermaya, which helped Chad to 
become largely self-sufficient for refined oil products. 

The shares are split 60/40. The refinery, located 40 kilometres north 
of the Chadian capital of N'Djamena, became operational in late 
June 2011 with a capacity of 20,000 bpd. An associated power plant, 
N'Djamena, which supplies electricity to the capital, was also 
constructed. The refinery has not been running smoothly; it suffered 
from temporary suspensions due to price disputes and operation 

4issues. The Djarmaya refinery is supplied from the Ronier and 
Mimosa oilfields (southern Bongor region) via a 311 kilometre-long 
pipeline which was financed by the CNPC and the China EXIM Bank.    

Political and business risk

Chad has been highly unstable for most of its post-
independence lifetime. Torn by coups d’état and civil wars, it was 
only recently able to maintain a fragile form of peace. In 2005-2008, 
Chad and Sudan fought a proxy war by supporting rebel movements 
in each other’s territory, which ended with Chadian rebels invading 
the country’s capital in 2008. Chad carried out presidential and 
legislative elections in 2011, which according to observers were 
orderly and relatively fair. Yet the country is still being run by 
a regime with authoritarian leanings, with President Idriss Déby as 
the central figure and the country’s strongman. Political risks and 
chances for destabilization run relatively high; regulatory and legal 
reversals seem quite likely. It may also suffer from the spread of 
radical Islamic movements and social unrest. The political turmoil in 
the Central African Republic should also be seen as an additional 
risk factor. 

Regulatory framework

There are two pieces of legislation that form the basis 
of the oil regulatory framework in Chad: Law No. 006/PR/2007 
dated 20 April 2007 on hydrocarbons (amended in 2010 by 
Ordinance 001/PR/2010), approving a model production-sharing 
contract, and Decree No. 796/PR/PM/MPE/2010 dated 30 

5September 2010, implementing the Petroleum Law which contains 
“financial, technical and legal requirements for the purpose of 
undertaking petroleum operations”, and “conditions for the 

6granting, renewal and transfer of mining titles” . Chad’s government 
has exclusive powers to grant rights for exploration and exploitation 
of oil under a petroleum contract. This may take two forms: 
a concession contract or a Production Sharing Contract. Each 
petroleum contract is subject to ratification by the National 
Assembly. The government is entitled to a maximum of 25 percent 
participating interest (not less than 10 percent), which may be held 
either directly or through SHT. 
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Oil and Gas Tax Guide 2013, Ernst & Young, op. cit., p. 95.
Chad CAC..., op. cit., p. 2.  
Ibidem. 

Tax regime 

The fiscal regime in relation to the oil sector in Chad is 
based on the Chadian Petroleum Code (Law No. 006/PR/2007 dated 
2 May 2007) and Ordinance No. 001/PR/2010 dated 30 September 
2010, which approves the standard Production Sharing Contract 

1(PSC). The CIT rate is 40 percent (there is no corporate tax under 
PSC). Royalty is individually set by the PSC, but it cannot be less 
than 14.25 percent or more than 16.5 percent (paid in kind or in 
cash). Royalty for natural gas is between 5 percent and 10 percent. 
The supply of goods and services of all kinds that are directly linked 
to petroleum operations are exempt from VAT.

National operator 

Société des Hydrocarbures du Tchad (Chad Hydrocarbons 
Company) was created in 2006 with Decree N°27/PR/2006 with 
an objective to give Chad greater control over its energy assets. 
Its main tasks comprise of exploration (on its own or in cooperation 
with other parties), production, marketing of hydrocarbons and 
petroleum products, and the negotiation of oil contracts. SHT, along 
with China National Petroleum Corporation International Company 
(CPNCI), set up Société de Raffinage de N’Djamena S.A (S.R.N), 
where the Chadian government holds 40 percent of shares. 

Licences  

Any company seeking to engage in petroleum 
exploration, development and production in Chad must enter into 
a petroleum contract with the government. In terms of exploration, 
the Petroleum Law sets a maximum period of five years that may 
be extended only once for a maximum of three years. In the case 
of a commercial discovery, the contractor (or the consortium) is 
granted an exclusive exploitation authorization for a maximum 
period of 25 years. The right may be renewed once for 10 years. 
To date, petroleum contracts have been awarded via the ‘open door’ 

2policy rather than through competitive licensing bid rounds. 
All contracts need to be ratified by the National Assembly, which 
in practice does not take much time, but is subject to the National 

3Assembly sitting. The Minister of Energy and Petroleum (MEP) is 
responsible for granting licences for exploration, development and 
production of hydrocarbons. 
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It has been widely believed that Ghana has oil reserves 
along its coastline. Fishermen operating near Takoradi have always 
been certain of it, as oil has been floating on the water’s surface for 
generations. However, until recently nobody knew whether Ghana’s 
shelves contained ‘commercial quantities’ of oil. The first oil 
exploration activities in Ghana can be traced back to the 1890s, 
during the Half-Assani era. In the 1970s, under the Busia regime, 
the small Saltpond oilfield provided Ghana with 500 barrels of oil 

1per day. Although the subsequent results of drilling (conducted 
in the 1960s and 1970s) were promising, the highly exorbitant 
expectations of the Ghanaian government with respect to possible 
oil revenues (at foreign companies’ expense) effectively deterred 
prospective investors from signing any final agreements. 
Oil reserves are estimated to hover between 660 million and 
4 billion barrels (according to GNPC it is at least 1.25 billion 

2barrels). 
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Figure 11
Ghana total oil production (1980-2012)

1

2

J. Asamoah, Making the Discovery of Oil and Gas find in Ghana a blessing, Joassa Publications, 
2009, p. 3.
Interview, Eben Apesegah, Lead Geologist, Ghana National Petroleum Corporation, Accra, 
17 November 2011.
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With new discoveries occurring regularly offshore, and with 
a possible onshore location coming on stream in the near future, 
it may exceed 5 billion barrels (e.g. the Voltain Basin, which roughly 
covers 40 percent of the country’s land mass, is believed to contain 
commercial quantities of oil and gas reserves). Although oil has 
been produced in Ghana for a long time, commercial production 
began only in 2011 and now stands at 79,530 bpd (2012). This makes 
Ghana the 13th-largest producer in Africa. Oil export is estimated 
at 12,790 bpd with its first oil being shipped out only in 2010. 
The Jubilee Oil Field, with an API gravity index of 37.7, is of very 
high quality, which makes its properties comparable to Brent oil 

3(light and sweet).

3D. Kopiński, A. Polus, W. Tycholiz, Resource curse or resource disease? Oil in Ghana, 
African Affairs, Vol. 112, Issue 449, 2013, pp. 583-601.  
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Oil location 

Drilling takes place mostly in the Jubilee field which 
is the largest oilfield in Ghana so far, located approximately 
60 kilometres from the coast and 130 kilometres southwest of 
Takoradi. The Jubilee field straddles two oil blocks: the West Cape 
Three Points block (led by Kosmos Energy) and the Deepwater Tano 
block (led by Tullow Oil). Another oil-rich area is the Greater 
Tweneboa, Enyenra and Ntomme (TEN) region, where a few major 
drilling operations are underway. In general, oil and gas reserves are 
located in five sedimentary basins that have been identified in the 

1country: the inland Voltaian basin, Offshore Accra-Keta basin with 
an onshore extension, Offshore Saltpond (Central) Basin, Offshore 
Tano basin with an onshore extension, and Offshore Cape Three 
points (this is sometimes considered as part of the Tano basin). 
This is where most of the  historical oil and gas discoveries occurred 
in Ghana: Saltpond (1970), Cape Three Points (1973), South Tano 
(1970), 3-AX block (1979), North Tano (1980) and West Tano-1  
(2000).  

Ghana National Petroleum Corporation, 
http://www.gnpcghana.com/activities/details.asp?expID=2 
First Jubilee Oil Rakes In $110m for Ghana, Ghana Oil Watch, 11 March 2011, 
http://ghanaoilwatch.org/index.php/ghana-oil-and-gas-news/1493-first-jubilee-oil-rakes-in-110m
-for-ghana 
S. Odoi-Larbi, Ghana earned $112m from first oil lifting, The Chronicle, 18 April 2011, 
http://thechronicle.com.gh/ghana-earned-112m-from-first-oil-lifting/ 
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Interview, Mrs. Aba Lokko, Corporate and Public Affairs Manager at Tema Oil Refinery, Tema, 
22 November 2011.
Ghana, Economist Intelligence Unit, www.eiu.com 
Interview, Eben Apesegah, Lead Geologist, Ghana National Petroleum Corporation, Accra, 
17 November 2011.
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Players 

Oil supermajors have not demonstrated much interest 
in Ghana’s oil sector. Instead, medium-sized companies such 
as Tullow Oil (UK) and Cosmos Energy (US) swiftly seized existing 
opportunities and became key players. Other companies active in 
Ghana include Hess (US), Hunt Oil (US), Afren (UK), Anadarko (US), 
Eni (Italy), Lukoil (Russia) and Norsk Hydro Oil and Gas (Russia). 

stGranting licences began in 2006 and the 1 Jubilee discovery well, 
Mahogany-1, by Kosmos (US) occurred a year later. 

Transport and refineries 

The first lifting of oil was delivered to Sun International, 
a subsidiary of Sunoco Inc. (Sunoco is a US Atlantic coast refiner that 
operates two refineries located in Philadelphia, and Marcus Hook is 
a regular buyer of West African oil), and is being marketed by Vitol 
SA and Cirrus Oil Services, which have been awarded marketing 
entitlement of Ghana’s crude oil abroad (Vitol SA also lifted Tullow 

3Oil). 

Tema Oil Refinery (TOR) is, to date, the first and only refinery in 
Ghana. According to senior officials, with around 45,000 bpd 
capacity, TOR is not prepared technologically to refine Ghanaian oil 
(calibration issues), thus it is mostly sold abroad, and Nigerian oil 
is mostly purchased for local needs instead. 

2

The local demand is roughly met at 60 percent, but the government 
4plans for TOR to become the region (ECOWAS) refining hub.  

   

Political and business risk

Ghana has been enjoying a reputation of an established 
democracy in Africa. The political system is balanced by two main 
parties which are largely considered pragmatic. According to the 
Economist Intelligence Unit, “the main threat to stability is 
discontent at the rate of improvement in living standards. This could 
lead to isolated unrest, although Ghana's strong democracy should 

5mean that overall stability is maintained” . The peaceful conclusion 
to the legal challenge to the December 2012 presidential election 
and smooth political transition after the president’s death is often 
seen as passing the test of democracy. Despite initial fears, it did not 
trigger prolonged uncertainty. Given the offshore location of oil 
deposits, a recent rise in piracy on the waters of the Gulf of Guinea 
may be a concern for investors.   

Regulatory framework

The key legislation governing oil in Ghana includes the 
newly enacted Petroleum Revenue Management Act (PRM) of 2011. 
It was passed by the Ghanaian Parliament in April 2011 and provides 
a framework for “the collection, allocation and management of 
petroleum revenue in a responsible, transparent, accountable and 
sustainable manner”. There is also the Petroleum Exploration and 
Production Act (Petroleum Act), which has been in force since 1984, 
to be soon replaced by the Petroleum Exploration and Production 
Bill (currently withdrawn from the parliament), and the Petroleum 
Income Tax Act (Act 188, Petroleum Tax Act) enacted in 1987. Local 
content and local participation matters are addressed in the 
Petroleum Act 1984 (PNDCL 84). Other important acts regulating 
exploration, marketing and distribution of petroleum products 
include: the Energy Commission Act, 1997 (Act  541), National  
Petroleum Authority Act, 2005 (Act  691) and the Ghana National  
Petroleum Corporation Law, 1983 (PNDCL 64).

According to existing legislation, oil companies must adhere to the 
“Zero Gas Flaring” policy, which, however, is not universally applied. 
This is because, according to GNPC, in initial stages of oil exploration 
gas flaring cannot be avoided, since only after a certain level of gas 
is achieved can it be re-injected back into the field. Currently, there 
are indications that as long as a gas terminal project remains in the 
pipeline, Jubilee field operators will be allowed to flare gas, albeit 

6in moderate quantities. Importantly, delays in gas infrastructure 
caused by the Chinese firm Sinopec are not in violation of the 
Ghanaian legislation.
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N. Boakye-Yiadom, Ghana’s Jubilee Oil Field Partners May Flare Gas, Ventures, 30 April 2013, 
http://www.ventures-africa.com/2013/04/ghanas-jubilee-oil-field-partners-may-flare-gas/ 
Tax Guide for Petroleum Operations in Ghana 2011, PwC, p. 10, 
http://www.pwc.com/gh/en/pdf/ghana-petrol-tax-guide-2011.pdf 
Oil and Gas Tax Guide for Africa 2013, PwC, op. cit., p. 39.

Tax regime 

The tax regime for petroleum operations is regulated 
by the Petroleum Income Tax Act (PNDC Law 188) and the Internal 
Revenue Act, 2000 (Act 592). The income tax rate for contractors, 
unless stipulated otherwise in the PA (Petroleum Agreement), 
is 50 percent. Nevertheless, most companies that explore oil under 
PAs pay tax on chargeable income at a rate of 35 percent. This still 
should be regarded as relatively high (e.g. the general CIT rate is 
25 percent in Ghana). The following deductions are allowed for tax 
purposes: capital allowance (a depreciation rate of 20 percent on 
a straight line basis), bad debt, tax losses brought forward from 
previous years, rental and royalties, contribution to a pension or 
provident fund to the extent that the total contribution by both the 
employer and the employee does not exceed 25 percent of the total 
remuneration of the employee and training, and education of 

2Ghanaian citizens and nationals in approved institutions.

Royalty rates range from 4 to 12 percent of gross production of 
crude oil depending on the PA. The Government of Ghana has levied 
a specified percentage entitlement to the crude oil being produced 
domestically, called AOE (Additional Oil Entitlement). This share is 
based on the after-tax inflation-adjusted rate of return that the 
Contractor achieved with respect to each field, and can be viewed as 
a form of windfall tax. AOE is computed monthly, quarterly or yearly 
depending on the provisions of the PA of the Contractor. Depending 
on the Contractor’s PA, Subcontractors are subject to a final 
withholding tax rate of 5 percent to 10 percent of gross revenue for 
works and services connected to petroleum operations provided to 

3Contractors.
 

For many years it had a dual mandate – it was both a state-owned 
company and market regulator (an advisory body of the Ministry 
of Energy), which posed certain operational conflicts (GNPC being 
its own regulator) and led to reform in 2011 (regulatory function 
was eventually taken over by the Petroleum Commission in 2011). 
The law grants the GNPC the option to become a stakeholder in 
a petroleum operation upon oil discovery. In fact, GNPC has acquired 
stakes in most operations that are currently active in Ghana, where 
it holds between 10 and 15 percent of shares. “The State through the 
GNPC usually holds a 10 percent carried interest at the exploration 
and development stage of any petroleum operations. This is 
converted into 10 percent paid interest at the production stage. 
The State is granted the right and may opt for additional paid 

4interest at the development and the production stages” .    

Licences  

The Petroleum Commission (PC), as stipulated in the 
Petroleum Commission Act 2011, is responsible for the regulation 
of the oil sector which also includes granting licences. Companies 
seeking a licence or permit to operate in Ghana’s petroleum sector 
have to apply to the Petroleum Commission. It was established in 
2011 and took over regulation from the Ministry of Energy, which 

5had been assisted by GNPC. It came into operation only in January 
2012. 

Regulatory reform is now in process in Ghana, therefore it is still 
rather unclear what the division of labour between PC and the other 

6regulator, namely NPA, will be. The National Petroleum Authority, 
established by the National Petroleum Authority Act 2005 (Act 691), 
was established with a mandate to “regulate, oversee and monitor 
activities in the petroleum downstream industry and where 
applicable do so in pursuance of the prescribed petroleum pricing 
formula”. It also granted licences for the supply, bulk storage, 
transportation and retailing of petroleum products. NPA will 
continue to regulate downstream (from when crude oil or petroleum 
products enter the shores of Ghana till it is discharged either to the 
refinery or to another depot in the country), whereas PC will handle 
regulatory functions of the upstream and midstream. “The standard 
exploration period is 7 years which is divided into an initial 
exploration period, first extension period and second extension 
period. Mandatory relinquishments are expected at the end of each 
exploration period. At the end of exploration, a development plan 

7is presented and a production licence may be awarded” .

According to Mohammed Amin Adam, Executive Director of the 
Africa Centre for Energy Policy, “in this case the law also allows that 
you can flare for operational reasons and you can flare when you are 
compelled to. So in this circumstance when we are not ready with 
our gas infrastructure they are compelled to flare, in that case we 

1will have no course to make any case against them”.

National operator 

The Ghana National Petroleum Corporation plays 
a commercial role as a national operator in Ghana, currently 
responsible for exploration and production. The institution was 
established by the Ghana National Petroleum Corporation Act in 
1983 with a mandate “to undertake the exploration, development, 
production and disposal of petroleum”. 

4
5

6

7

Ibidem, p. 37. 
J. Twumasi-Anokye, Ghana establishes new petroleum industry regulator, Offshore Magazine, 
28 February 2013, http://www.offshore-mag.com/articles/2013/02/ghana-establishes-new
-petroleum-industry-regulator.html 
New commission to oversee petroleum sector, 22 November 2011, 
http://www.citifmonline.com/index.php?id=1.670278 
Tax Guide for Petroleum Operations in Ghana..., PwC, op. cit., s. 7. 
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In Mauritania, commercial oil reserves were discovered 
1offshore at the Chinguetti oil field in 2001. The country began crude 

oil production in early 2006, forecasting an output of 75,000 bpd, 
but the historically highest level of production in 2006 did not 
exceed 31,000 bpd. In the following years, there has been 
widespread disappointment in the Chinguetti field and a sharp 
production decline. Generally speaking, after great hopes for the 
oil production prospects in Mauritania, the country’s oil industry 
is still in its infancy. Currently, Mauritania produces 6,500 bpd due 
to unexpected technical and geological challenges.  
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Figure 12
Mauritania’s total oil production (1980-2012)

Oil location 

Oil in Mauritania is primarily associated with the 
Chinguetti field, 56 miles southwest of Nouakchott. The field’s 

2potential is estimated at 123 million barrels of oil, but these 
numbers are likely to be overestimated. The other oilfield, Tiof, 
which is located 16 miles north of the Chinguetti field, may contain 
up to 350 million barrels of oil, but it also needs further exploration 
and assessment of commercial value. There has been some hope of 
oil presence in the Banda, Pelican, Cormoran, Tiof and Faucon fields, 
where gas deposits have been confirmed.  

1Extractive Industries Transparency Initiative, Mauritania, http://eiti.org/Mauritania  
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2  Energy-pedia news, http://www.energy-pedia.com/countryprofile.aspx?country=172  
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Players 

Woodside Energy Australia used to be the largest 
stakeholder in Mauritania’s oil industry, but the company abandoned 

1the country in 2007 due to severe losses and an open conflict with 
2the government on contract amendments. As of today, the most 

3active player in the country is Tullow Oil (UK). The company has 
stakes in nine licences in Mauritania and plans to build four new 

4wells. The other companies present in Mauritania include: Dana 
5 6 7Petroleum (UK), Petronas (Malaysia), Total (France), Repsol 

8 9(Spain), Chariot (UK) and CNPC (China). A number of other foreign 
oil companies with minority stakes in the oil blocks are operating 
in the country as well.

Transport and refineries 

The extracted oil is pumped directly onto tankers and 
10exported by sea. The Production Sharing Contract holders have the 

11right to transport oil within the country using their own means. 
Since 2006, the vast majority of oil produced in Mauritania has been 
sold to China. At the time of writing, there were discussions about 
constructing a gas pipeline which will connect the Banda gas field 

12with onshore facilities. Currently, Mauritania has no oil refinery.

The country experienced its most recent military coup in 2008, 
when President Sidi Ould Cheikh Abdallahi was overthrown by 
General Mohamed Ould Abdel Aziz, who later became Mauritania’s 

15elected president. On the international level, Mauritania is often 
criticized for being a regional hub for human trafficking. Another 
serious challenge is posed by Al-Qaeda militants, who have 
kidnapped and killed foreigners in Mauritania in the past. 

Regulatory framework

In March 2005, the Mauritanian government created 
a separate ministry responsible for oil and energy. In 2010, the 
country adopted a new Crude Hydrocarbons Code and a decree on 
standard exploration-production contracts. Recently, the country 
has also established an oil property registry and completed the 

16design of an oil database. The rights and obligations of oil 
companies undertaking petroleum exploration and production in 
Mauritania are defined in a contract to be signed by the Minister of 

17Mines and the oil company. These are usually signed as Production 
Sharing Contracts; to take effect they require ratification by the 
government.

Political and business risk

Mauritania is one of the poorest countries in Africa, 
13with a high poverty rate and high unemployment. The business 

environment is very challenging. According to the US Department 
of State, “there is a complex and often overlapping system of 
permits and licences required to do business. While much improved, 
there continues to be a lack of transparency in the legal, regulatory, 

14and accounting systems, which do not meet international norms” . 
Mauritania’s political scene has always been heavily influenced by 
the army. 

Tax regime 

According to the World Bank, Mauritania stands at 181 in 
18the ranking of 189 economies on the ease of paying taxes. In 2010, 

the new Crude Hydrocarbons Code was adopted by the Parliament 
which simplifies, to a certain degree, the tax regulations created 
by Ordinance No. 88.151 of 1988. The obligations of oil companies 
depend on the date that their contract was signed with the 
Mauritanian government (for companies that signed contracts 

19before 2010, the legislation of 1988 applies). According to the new 
legislation, an oil-producing company must pay a corporate income 
tax which is negotiated individually, but which cannot be lower than 
25 percent. Surface rent is governed by the terms of PSC and is 
negotiated ad hoc with every company. Contractors are also 
required to pay sign-up bonuses.    
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National operator 

In 2004, Mauritania’s government established Société 
Mauritanienne des Hydrocarbures (SMH), which is responsible for 
the exploration, development, production and marketing of oil and 
gas across the country. Société Mauritanienne des Hydrocarbures 
holds carried interests (of around 10 percent) in oil-producing 
activities.  
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The first Benin oil production occurred in the 1970s, 
when oil fields located at the border with its oil-giant neighbour, 
Nigeria, were exploited. However, the output remained very low 
(it peaked at 8,000 bpd in 1986) and finally stopped in the 1990s. 
As a result of recent oil discoveries announced in October 2013, the 
country is back on track to join the club of African oil producers in 
2014. Estimates suggest that the oil reservoir in the Seme offshore 

1field could have as much as 197 million barrels of oil.
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Figure 13
Benin total oil production (1980-2012)

Oil location 

The majority of Beninese oil deposits are located offshore 
in the Benin Coastal Basin (northern parts of the Gulf of Guinea). 
Historically, due to technological barriers, oil exploration took place 
in shallow waters and resulted in three small discoveries: Seme 
(Block 1), Fifa and Hihon (both Block 3). The Seme field was 
previously exploited in the 1980s and 1990s, but due to low output 
it was abandoned in 1996 (in the last years of production the field 

2was delivering more water than oil). Saperto, a Nigerian company, 
took over Block 1 in 2004 and, after conducting seismic surveys 
and modelling, re-discovered oil deposits. 

1S. Zoueme, Benin to Resume Oil Output as Sapetro to Pump From Seme, Bloomberg, 
24 October 2013, http://www.bloomberg.com/news/2013-10-24/benin-to-resume-oil-output-as-
sapetro-to-pump-from-seme.html 
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Players 

Today’s oil operations in Benin are concentrated on 
seismic surveying and analysis. New seismic technologies are 
allowing companies to fish for oil in areas previously unavailable. 
In the past, oil fields were operated by smaller independents such 
as Kerr-McGee (now Anadarko, US), Tarpon (Canada), Zetah (Côte 

2d'Ivoire), Saga Petroleum (Norway) and Abacan (US). Nowadays, 
two Nigerian wildcat companies, namely Saperto and Oranto, are 
among the most active players in Benin. Saperto, which recently 
announced an 87-billion oil discovery in Block 1, concentrates its 
operation in shallow water areas, while Oranto, which is owned by 
Prince Arthur Eze, holds exploration rights to deep water Block 5, 

36 and 8. Besides these two, the list of oil companies conducting 
active operations in Benin include: Shell (UK), Lusitania Petroleum 
(Brazil), Petrobras (Brazil), Moncrief Oil (Nigeria), DSG (Nigeria/US) 
and Kosmos (US).

Transport and refineries 

The Beninese crude oil pipeline network is 9.1 kilometres 
long and connects offshore installations with an onshore storage 

4tank. However, most of it is obsolete and requires overhauling. 
Currently, there is no refinery site in Benin.

Regulatory framework

The Beninese upstream oil sector is regulated by the 
Ministry of Mines, Energy and Hydraulics (MMEH). In 2006, a special 
body – the Office of Hydrocarbons – was established within the 

7MMEH to manage oil contracts. The legal framework applicable 
to the oil sector is based on the old Petroleum Code of 1973 (for 
companies which signed contracts prior to 17 October, 2006) and the 
new Petroleum Code of 2006 (for companies which signed contracts 
after 17 October, 2006). The old Petroleum Code provides only for 
a concession regime, while the new one introduced Production 
Sharing Contracts as well as other commonly used contracts in the 

8oil sector. All companies willing to operate in the Beninese oil 
sector have to establish a local subsidiary.

Political and business risk

Until 2006, Benin was relatively unstable and non-
business friendly. After Boni Yayi became the president in 2006, 
the situation improved, although “constitutional reforms and erratic 

5policy-making will pose risks to political stability in the near term” . 
Additionally, pirate attacks off Benin coast have soared recently, 
posing another risk factor to potential foreign investors and causing 

6a 70 percent drop in traffic to Cotonou port. 

Tax regime 

As of today, oil companies operating in Benin are subject 
to fixed fees (e.g. on issuance or renewal of exploitation permits), 
an annual surface fee (for research and exploitation permits), 
a minimum 8 percent royalty and income tax (ranging from 35 to 

945 percent). There is also a WHT paid at a rate of 12 percent.   

It is expected that after renewal, production could be sustained for 
at least 14 years with a projected peak production of 6,000 bpd. 
Seismic data has also suggested potential oil reservoirs in the deep 

1water Block 4, 5 and 6 and ultra-deep water Block 7 and 8.

National operator 

Currently there is no state-owned upstream company 
in Benin. Petroleum Company (Sonacop), a national downstream 
company, was privatised in 1999 (the Beninese government holds 
a minority stake of 35 percent), and due to operational inefficiencies 
and governance problems it has been unable to provide a sufficient 

10supply of petroleum products.  

Licences  

Exploration licences are awarded to companies in bid 
rounds. Generally, exploration licences are awarded for 3 years with 

11an extension option of up to 6 years.
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Oil and gas exploration in Democratic Republic of Congo 
(DRC) began in the 1960s near the area where the Congo River 
reaches the Atlantic Ocean, and continued during much of the 1970s 
and the early 1980s. The country has produced 315 million barrels 
of crude oil since the first permit was awarded in 1975. The oil 
deposits discovered in the western coastal area are currently 
estimated at 180 million barrels. Relatively limited production of 
around 20,000 bpd comes from five operating oilfields, among 
which the Mibale field, discovered in 1973 by an American company, 
Chevron, yields the majority of the country’s production. There has 
been renewed interest in the DRC’s oil recently, especially in its 
eastern region, which forms oil-rich Albertine Graben — the Lake 
Albert area — which is said to contain an additional 2 billion barrels 
of crude, as well as the area of Lake Edward with its highly 
controversial Block 5, which cuts through Virunga National Park. 

1Nevertheless, controversies surrounding the awarding of contracts 
and environmental concerns have bogged down oil exploration in 
the east and put DRC behind other regional players such as Uganda 
and the Republic of the Congo.
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Figure 14
DRC’s total oil production (1980-2012)

Oil location 

Despite being a minor oil producer, DRC has a large and 
untapped potential of hydrocarbon resources. This is due to three 
sedimentary basins located at the estuary of the Congo River on the 
Atlantic coast, in Cuvette Central basin in the interior and in the 
western part of the Great Rift Valley (extension of the East African 
Rift basin). The Coastal Basin of the DRC is bordered to the East by 
the continental basement, the Congo River canyon to the South, and 
the country's political borders to the West. 

1Africa Confidential, Le Scandal Petrolier, Vol. 51, No. 8, 16 April 2010, pp. 6-8.
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Perenco DRC, http://www.perenco-drc.com/es/about-us/the-coastal-basin.html 
Ibidem.

The DRC's crude that is currently being exploited has low acidity, 
2no sulphur, good viscosity and medium density. Good chemical 

propensities and a diesel content (about 30 percent) make 
3Congolese oil appreciated by refineries. 
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Players 

Total (France) has been one of the most active companies 
in DRC in the past years. It is the major operator in Block III, 
Albertine Graben with a 66.66 percent stake (18.34 percent is owned 
by Semliki Energy SPRL, with the remaining 15 percent belonging 
to Congolaise Des Hydrocarbures (Cohydro)). Other fields (active 
or planned) are the East Mibale Field, Liawenda, Kinkasi Field and 
Muanda-Banana Field, which Total holds with Pan-Ocean (US). 
Among other players present in the DRC, there is Eni (Block 
Ndunda), SureStream Petroleum (Block Yema/Matamba Makanzi), 
Soco International and Energulf (Block Lotshi). In 2006, two British 
companies, Tullow Oil and Heritage, signed a contract with DRC 
covering Blocks 1 and 2 — all of the Ituri side of Lake Albert. 
In January 2008, the government reassigned Block 1 to South 
Africa's Divine Inspiration Group. After a reshuffle, the blocks were 
taken over by Oil of DR Congo, a local subsidiary of Foxwhelp and 
Caprikat registered in the British Virgin Islands. There has been 
a great deal of controversy around both companies since they do not 
have a previous track record in the oil sector and, additionally, they 

3are owned by the South African president’s nephew. Recently, the 
delays in development of oilfields by South African firms have made 

4the Congolese government lose patience. One of the largest 
5investors is Perenco (UK), which arrived in the country in 2000. 

Its onshore production stands at an average of 11,000 bpd. 

Regulatory framework

The industry is regulated by the Ministry of Mines and 
Energy. In March 2013, the Commission of the Environment, Natural 
Resources and Tourism published a proposal for a new hydrocarbon 
law. Previously, oil-related activity had been guided by Statute 
No. 81-013, dated 2 April 1981. Those regulations did not meet the 
requirements of the modern oil sector. The proposal of a new law 
comes with a number of changes. The most important is the division 
of mining operations into three phases: prospecting, exploration and 
exploitation. The new act puts more emphasis on environmental 
issues. The new bill has drawn a lot of criticism; Western NGOs have 
raised an alarm that it would only compound problems of corruption 

7and environmental degradation. 

Gas flaring is illegal, but the minister responsible for hydrocarbons, 
in consultation with the minister of the environment, may allow it in 
cases provided for by the new hydrocarbon legislation.

The most productive oilfield, Mibale, contains 48 percent of the 
Coastal Basin's recoverable reserves. Other oilfields include: the 
East Mibale field, the Liawenda-Kinkasi field, and the Muanda-
Banana field. The eastern margins of the country have attracted 
a lot of attention recently. Lake Albert oilfields are said to hold 
2 billion barrels, but this number is far from certain and requires 
further confirmation. Nevertheless, given the fact that Tullow Oil 
(UK) struck oil in Lake Albert on the Ugandan side in 2006, it is 

1expected that these fields would yield a considerable oil output. 
Other recent projects concern controversial drilling in Virunga 
National Park in the Eastern Congo (Africa's oldest national park), 
which has provoked an international outcry and condemnation from 

2all over the world. At the time of writing, French Total has already 
withdrawn from the exploration works, which makes Soco 
International, a British company, the only player still conducting 
surveys in the area.  

Transport and refineries 

The DRC’s main ports are Banana on the Atlantic coast, 
and Matadi and Boma on the Congo River, which flows into the 
Atlantic. The government is planning to build a pipeline that would 
bridge rich oil blocks located on the country’s eastern border 

6(also in Cuvette Centrale) with the Atlantic coast. Given the distance 
between the two places, which is about 2,150 kilometres, the project 
would take at least 15 years to complete. Therefore, the government 
is considering exporting eastern oil via a pipeline through Uganda 
and Kenya to the Indian Ocean. In 1998, the DRC shut down its only 
oil refinery — SOCIR — owned by Xoil and the Government of the 
DRC. 

Political and business risk

Despite its mineral and hydrocarbon riches, the 
Democratic Republic of Congo is one of the least business-friendly 
countries in the world. Political risk remains extremely high, 
especially in the eastern part, which has in recent years seen some 
of the worst types of conflict. This has led many businesses to back 
down or limit their operations due to security reasons and the 
government’s inability to control large parts of the country’s 
territory. Corruption and mismanagement are rampant, and 
whatever infrastructure that remains is crumbling to pieces. The 
rule of law and transparency are very weak, which is demonstrated 
by contracts being awarded and then re-awarded to other 
companies.  
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Global Oil and Gas Tax Guide 2013, Ernst & Young, op. cit., p. 155.  
Ibidem, pp. 155-157.  

Tax regime 

The substance of the oil-related fiscal regime in the DRC 
is in general derived from the Congolese Tax Law, the General Tax 
Code (2003), the Reform of Tax Procedures Book (2003) and the 

1Hydrocarbon Ordinance-Law N° 81-013 (1981). A relevant Production 
Sharing Contract (PSC), which constitutes the main petroleum 
contract underpinning exploitation, determines the royalties rate 
(the contract does not necessarily provide for payment of royalty) 
and the mineral fee rate. The corporate income tax in DRC is set at 
35 percent. There is also an amount per square kilometre (surface 
rate) paid to the government by oil companies (2 USD per square 
kilometre and 500 USD per square kilometre per licence). In terms 
of withholding tax, a 14 percent withholding tax on the gross invoice 
amount applies to payments for services provided by foreign 
companies without a permanent local residence. Additionally, 
dividend payments made by a DRC tax-resident company are subject 

2to withholding tax at the rate of 20 percent.   

National operator 

Cohydro (Congolese hydrocarbons) is a national operator 
and public company in the Democratic Republic of Congo. It was 
created by Decree-Law No. 245 of 9 August 1999 with the task of 
exploration, research and production of crude oil and natural gas. 
Cohydro is also responsible for development of the petrochemical 
industry alone or with domestic or foreign partners. Cohydro holds 
shares in many blocks (usually 10 percent) and cooperates with 
foreign oil companies in joint-ventures. 

Licences  

The prospecting right is approved by signing a protocol 
agreement between the minister and the investor. A document 
called a research authorization (licence) is valid for one year 
and may be renewed once. The exploration right is approved in 
a document called an exploration permit, issued by the minister. 
It is valid for a period of three years and may be renewed twice. 
Each renewal is valid for 2 years. The exploitation right is granted 
in a document called a licence of exploitation. It is valid for a period 
no greater than twenty years, and can be renewed only once for 
a period of ten years. An exploitation permit is valid for the entire 
or part of the block. The holder of the exploitation rights is obliged 
to take up activity for a maximum period of three years from the 
date when the permit was granted.
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In 2012, SouthWest Energy, an Ethiopian oil-exploration 
company, began a seismic survey in the Ogaden basin. The initial 
findings, concluded in February 2012, were encouraging, and the 
company’s chairman, Tewodros Ashenafi, announced that he 
expected a discovery to happen the following year. He also added 
that “two to three billion barrels of proven reserves is not something 

2that is unreasonable” . Provided the oil is indeed discovered in 
commercial quantities, it would require at least four years to start 

3oil production and approximately 3 billion USD. But the presence 
of oil in Ethiopia seems now almost taken for granted among 
investors, with Tullow Oil (UK), which is drilling the first wells at 
the Sabissa 1 site in southern Ethiopia's Omo Valley, looking very 
confident about the prospect of oil. According to the company’s 
report, oil reserves in Ethiopia are estimated at 2.7 billion barrels. 
Quite unexpectedly, the Ethiopian government, on the contrary, 
sounds very sceptical about the numbers, and accuses Tullow Oil 

4of misleading the public.  
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Oil location 

Ethiopia is not an oil producer, although the first oil seep 
was reported in 1860 and some exploratory operations were done 
between 1915 and 1940, and then in the 1950s. These operations, 
however, did not bear any fruit until 1972, when gas deposits were 
discovered in Calub, located 1,200 kilometres southeast of Addis 
Ababa, estimated at 2.5 Tcf by American Tenneco. But due to the 
socialist revolution and further political turmoil, the project has 

5never taken off. Currently, the new hotspot is Onshore South Omo 
Block (the Sabisa well), which, according to experts, forms an 
extension of the Kenyan oil reserves in East Africa's Tertiary Rift, 
as the geological structure is almost identical to the Ngamia region 

6(in Kenya). Tullow Oil estimates Sabisa to contain 140 million 
7barrels of oil resources. Another area is the onshore Adigala Block, 

which covers an area of 27,000 km2 and is located in northeast 
Ethiopia, bordering Djibouti to the north and Somaliland to the east. 
The major exploratory works in the Adigala Block are carried out by 
Genel Energy. Oil companies also expect to find oil in the Rift Valley 
Study Block located in the Rift Basin Area north of the South Omo 
Block, and in Blocks 7/8 located in southern Ethiopia near the border 

8with Kenya and Somalia, near the Ogaden. According to some 
sources, Ethiopia also has an estimated 3.89 billion tons of oil shale 
in Tigray State, on the border with Eritrea, and around 100-120 

9million tons of oil shale in the Delbi, but this has not been 
confirmed. 
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Ethiopia: A lot of hot air over gas, New African, 19 September 2013, 
http://africanbusinessmagazine.com/features/oil-gas/ethiopia-a-lot-of-hot-air-over-gas 
British firm drills for Ethiopia’s first oil, Times of Oman, 3 August 2013, 
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Africa Oil Corp., http://www.africaoilcorp.com/s/operations-update.asp  
Ethiopia: A Potentially Golden Block on East Africa’s Tertiary Rift, Oilprice, 6 March 2013, 
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Players 

The key players in Ethiopia include Tullow Oil (UK), which 
also found Kenya’s first crude a year ago, Africa Oil (Canada) and 
Marathon Oil (US). Tullow Oil is targeting East Africa’s Tertiary Rift, 
which has geological features that previously yielded oil in Uganda 
and Kenya. Licences granted to Tullow Oil and Africa Oil in Kenya 

10and Ethiopia cover an area almost as large as the North Sea. 

94



Ethiopia could have..., op. cit. 
Tullow Oil website, http://www.tullowoil.com/mobile/index.asp?pageid=13&newsid=838  
E. Gismatullin, Tullow..., op. cit. 
South Sudan Oil Pipes to Cross Ethiopia, Ethiopia Investor, Ethiopia Investor, 
http://www.ethiopiainvestor.com/index.php?view=article&catid=1 percent 3Alatest-news&id=3955 
percent 3Asouth-sudan-oil-pipes-to-cross-ethiopia&option=com_content 
K. Bekele, Companies anticipate building refineries, The Reporter, 24 August 2013, 
http://www.thereporterethiopia.com/index.php/news-headlines/item/907-companies-anticipate-
building-refineries 
M. Plaut, Are Ethiopia and Eritrea heading back to war?, BBC, 21 March 2012, 
http://www.bbc.co.uk/news/world-africa-17433871  
M. Boshoff, D. Lamberts, Investing in Troubled Territories The Oil and Gas Industry in the Ogaden 
region of Eastern Ethiopia: An Increasing Political Risk to Foreign Investors, Africa Insight, Vol. 41, 
No. 1, 2011; Ethiopia: Prospects for Peace in Ogaden, Africa Report N°207, International Crisis 
Group, 6 August 2013. 
Ethiopia could have..., op. cit.  

1
2
3
4

5

6

7

8

Ethiopian Ministry of Mines website, http://www.mom.gov.et   
A New Frontier: Oil and Gas in East Africa, Control Risks Group Limited 2012, p. 11, 
http://www.controlrisks.com/Oversized%20assets/east_africa_whitepaper_LR_web.pdf 
Ethiopia Fiscal Guide 2012/13, KPMG, pp. 1-3.
E. Gismatullin, Petrobras to Explore Ethiopia for Oil in East African Expansion, Bloomberg, 
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Regulatory framework

The Ministry of Mine (MoM) is responsible for 
negotiations and licences issued to private investors. MoM also 
ensures that petroleum operations are consistent with concession 

9agreements. The key oil-related legislation in Ethiopia is the 
10Proclamation to Regulate Petroleum Operations (1986).

Both companies are assisted by China’s BGP Inc., which surveys 
1the border in Ethiopia’s South Omo Block. In the South Omo Block 

in the Southern Ethiopian region, Tullow Oil, as the operator, has 
a 50 percent stake, while Africa Oil Canada has 30 percent and 

2Marathon Oil has non-operated interests at 20 percent. The 
3government’s share in the South Omo Block is 10 percent.

Transport and refineries 

In 2011, the government announced plans to build an 
oil refinery in the eastern part of Ethiopia, near the Djibouti border. 
According to these plans, the Ethiopian government would construct 
an oil pipeline from the refinery up to the border, while the 
Djiboutian government would do the same from the port to the 
Ethiopian border. Ethiopia is also involved in the Lamu Port South 
Sudan Ethiopia Transport Corridor project (Lapsset), which would 
open access to a sea port in Kenya. In March 2013, the government 
of Ethiopia signed a memorandum of understanding with South 
Sudan and Djibouti for the construction of the pipeline crossing 

4Ethiopia. Recently, there has been news about a South Korean 
construction company, Keangnam, and MIDROC Ethiopia, who are 

5planning to construct oil refinery plants in Ethiopia. 

Political and business risk

Ethiopia is one of the fastest-growing, non-energy 
dependent economies in Africa, but its doors are opened to foreign 
investment rather selectively. The current government, mirroring 
the stance of the late President Meles Zenewi, demonstrates 
a relative distrust for hydrocarbons as the country’s growth engine, 
and downplays repeated news about oil discoveries. Some risk may 

6be associated with a renewal of the conflict with Eritrea and, given 
Ethiopia’s military engagement in Somalia, possible terrorist attacks 
on its territory. Trouble could be caused by the banned Ogaden 
National Liberation Front, which campaigns for self-determination 

7in the Ogaden, populated mainly by ethnic Somalis. In April 2007, 
the organisation was responsible for a massacre that eventually 
drove out Petronas (74 workers, including nine Chinese, were killed 
in Abole). In September 2012, rebels attacked a PetroTrans convoy 

8(the company denied the incident). In 2013, ONLF warned the Africa 
Oil to halt exploration. 

Tax regime 

The Ethiopian tax system does not provide a specific 
taxing regime for oil production. Income tax is charged on all 
generated income and is divided into tax for resident companies 
and non-residents. Rates for resident companies are at the level of 
30 percent for corporate tax, 10 percent for dividends and 5 percent 
for royalties. Royalty rates for non-residents reach 5 percent. VAT is 
charged under the Value Added Tax Proclamation, introduced as of 

111 January 2003. The rate of VAT is 15 percent.

National operator 

Currently, Ethiopia does not have an active national 
operator. However, the country has announced that it is ready to 

12set up a national oil company.  

Licences  

The industry is regulated by the Ministry of Mines and 
Energy. The Ethiopian National Committee (ENEC) was established 
to deal with issues related to the energy sector and to assist in 
policy-making and setting priorities. ENEC operates through the 
Ministry of Mines and Energy as a planning secretariat. 
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Kenya, one of the emerging East African oil producers, 
plays a pivotal role in the region as an oil transit hub. Initial drilling 
can be dated back to the 1960s, but it was not until the year 2012 
that Tullow Oil (UK) announced the discovery of commercial 

2quantities of oil in western Kenya. The first oil production is 
scheduled for 2014, while oil export should begin two years 

3afterwards. Kenya’s current oil reserves for Turkana Country 
4(Lokichar basin) are estimated at 368 million barrels. However, 

Africa Oil (Canada), one of the companies operating in the country, 
indicated that Lokichar basin could have as much as 20.1 billion 

5barrels of oil.
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Oil location 

Kenya’s most promising oil blocks are located both 
onshore and offshore, stretching across four basins. Three of them, 
Anza, Mandera (Lokichar) and Tertiary Rift, are completely 

6onshore, while the fourth, Lamu basin, extends offshore to shallow 
and deep water. The basins are divided into 46 blocks, 44 of which 

7have already been leased. 
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Total oil production — Consumption, negative value means that country is net importer 
(produces less than its oil demand). 
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Players 

Currently there are 23 international oil companies 
8operating oil blocks in Kenya. The list of independent pioneers 

includes Tullow Oil (UK), Africa Oil (Canada), Anadarko (US), CAMAC 
Energy (US), and Afren (UK). The promising drilling results that have 
been announced by the interdependent companies have also lured 
two oil majors: Total (France) and Eni (Italy), which recently acquired 

9licences to explore five and three deep water blocks, respectively. 
Another oil major, Statoil (Norway), after initially being awarded an 
exploration licence, was expelled from the country in November 

102012, as it failed to comply with the contract’s terms. British Tullow 
Oil and Canadian Africa Oil are expected to be the largest initial 

11beneficiaries of the oil bonanza in Kenya.
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The oil sector in Kenya is regulated by the Ministry 
9of Energy and the National Oil Company of Kenya (NOCK). 

Key legislation relating to the oil industry in Kenya includes the 
Petroleum (Exploration and Production) Act, the Petroleum (E&P) 
Regulations, Value Added Tax (VAT), the Income Tax (Amendments), 
as well as the Environmental Management & Coordination Act 2000 

10—  NEMA.

Transport and refineries 

Kenya Petroleum Refineries Ltd. (KPRL) is the sole 
1refinery in Kenya with a processing capacity of 90,000 bpd. More 

than 90 percent of the crude oil for processing is imported from Abu 
2Dhabi. The refinery has a monopoly on refining oil products, and oil 

marketers in Kenya are obliged to buy 40 percent of petroleum 
products from KPRL (a remaining 60 percent might be imported 

3from oversees). The recent impasse over the price level of refined 
products, as well as operational inefficiencies of KRPL, has caused 

4oil shortages in the country. Transporting oil from the country’s 
landlocked regions (e.g. Turkana) is going to be one of the greatest 
challenges lying ahead of oil companies and the government, 
as the pipeline system for crude oil transportation is virtually 

5non-existent.  

Political and business risk

Recent attacks on the shopping mall in Nairobi and 
6the risk of further attacks have undermined Kenya’s security level. 

However, after peaceful elections in March 2012, the country is still 
considered as one of the most stable democracies in East Africa but 
due to the planned trial at the ICC, the future of President Kenyatta 

7and the political scene in Kenya are far from sealed. Despite the 
smooth elections, ethnic tensions are still simmering and could 
abruptly surface in the future. Furthermore, recent discoveries 
and upcoming oil-lifting from landlocked regions dominated by 
pastoralist communities who fight over water and land pose 
a serious threat for oil companies, as well. Tullow Oil, which was 
forced to suspend operations in the Turkana region in October 2013 
due to disputes with local communities, had a taste of how difficult 

8it might get.

Tax regime 

The petroleum fiscal regime in Kenya is quite similar to 
a standard corporate tax regime. Profits generated from sales of 
crude oil are taxed, as any other profits, at a 37.5 percent standard 
corporation tax applicable for foreign companies (30 percent for 

11resident companies). The government pays taxes on behalf of the 
12contractor, deducting them from the company’s profit oil share. 

For tax purposes, the deductible expenses include capital 
expenditure on plants, machinery and buildings, carried losses, 
intangible drilling costs, debt interests, as well as exploration 

13costs. Dividends, interest, management fees, professional fees 
14and royalties are subject to WHT ranging from 5 to 20 percent. 

National operator 

The National Oil Company of Kenya (National Oil, NOCK) 
was established in 1981 to explore, prospect and produce oil and 
gas in the country. The company operates in both the upstream 

15and downstream sector. Besides NOCK, there are also two other 
parastatals operating in the oil sector: the Pipeline Company Limited 
(KPC), which is responsible for fuel transportation across the 
country; and the Kenya Petroleum Refineries Limited (KPRL), 
which runs Kenya’s only refinery.

Regulatory framework
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Licences  

Licences in Kenya used to be awarded in a direct 
negotiation process. However, in 2013, due to an increasing interest 
in Kenya’s oilfields, the NOCK switched to an auction-style bidding 

1system. In order to actively explore oil, companies have to enter 
into Production Sharing Contracts (PSC) with the Kenyan 
government. PSC’s recently updated profit-sharing formula ensures 
that the government is entitled to 78 percent of production. After 
two to three years (depending on the block location), companies 
are obligated to give back 25 percent of their block to the 

2government. Finally, the PSC provisions state that the contractor 
shall “supply in priority crude oil for domestic consumption” in 

3amounts necessary to satisfy domestic demand and meet local 
4content requirements. 
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Liberia is a small country on the west coast which has 
been experiencing a period of modest growth, peace and political 
stability since 2003. It also has a potential to join the African oil 

1producers’ club. In 2010, Chevron (US) signed its first post-war 
2exploration contract, opening new perspectives for the country. 

In March 2012, African Petroleum (Australia) announced its first 
3significant oil discovery. Liberia’s domestic oil consumption equals 

3,650 bpd, all of which is imported. Although currently there are 
no active oil extraction operations in the country, the prospects 
look very promising. Liberia also has a small oil processing facility, 
the Liberia Petroleum Refining Company, with a total capacity of 

415,000 bpd, which far exceeds the current domestic consumption.
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Oil location 

The majority of exploration blocks in Liberia are situated 
in shallow and deep offshore sites, but there is also one onshore 
reconnaissance area to the east of the country’s capital, Monrovia. 
Liberia’s national waters have been divided into 30 exploration 

5blocks, 10 of which are currently licensed to exploration companies.
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no commercial quantities were discovered. See more: http://www.nocal.com.lr/pdf/About/
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2011 Investing in Liberia, Developing Markets Associates, p. 6, 
http://www.developingmarkets.com/Investing-in-Liberia-2012-Investment-Report 
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Curse or cure? How oil can boos or break Liberia's post-war recovery, Global Witness, p. 13, 
http://www.globalwitness.org/curse_or_cure/curse_or_cure_dps.pdf
Ibidem.
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Players 

To date, exploration licences have been granted to the 
African Petroleum (Australia) in blocks LB-8 and LB-9, and Anadarko 
Liberia (UK-Norwegian) in block LB-10. Chevron Liberia (US) and 

6Onanto Petroleum (Nigeria) are operating blocks LB-11, 12 and 14; 
ExxonMobil (US), together with Overseas Petroleum (Canada), is 

7surveying block LB-13 and Simba Energy Inc. (Canada) is carrying 
8out reconnaissance in the only onshore block, NR 001.

Transport and refineries 

In 2013, there were only approximately 4 kilometres of 
9oil pipelines in Liberia. The major pipeline in the country leads 

from the oil terminal to the refinery facility, both based in Monrovia. 
The Liberia Petroleum Refining Company (LPRC), a successor to 
the Liberia Refining Company, a relatively small refinery, was 

10established in 1978 and is controlled by the Liberian government. 
It is responsible not only for production of fuels for the domestic 
market, but also has exclusive rights to import, sell and distribute 

11petroleum products within the country. The current maximum 
processing capacity of 15,000 bpd fully meets the domestic demand 
which is, however, still far below the pre-civil war consumption 

12level.  

99



Liberia: Risk Assessment, globalEDGE website, http://globaledge.msu.edu/countries/liberia/risk
Curse or cure? How oil can..., op. cit., p. 52.
Ministry of Lands, Mines and Energy, Liberia, http://www.molme.gov.lr/index.php 
Curse or cure? How oil can..., op. cit., p. 48.
Doing business in Liberia, 2013 Pan-African Oil and Gas Tax Workshop, Ernst & Young 2013, p. 15, 
http://www.ey.com/Publication/vwLUAssets/Doing-business-in-Liberia-2013/$FILE/Doing-
business-in-Liberia-2013.pdf
National Petroleum Policy for Liberia, p. 9, http://www.nocal.com.lr/pdf/About/Petroleum 
percent 20Policy percent 20Final percent 20Version.pdf
The Environment Protection and Management Law of 2002, Part III – Environment Impact 
Assessment, Audit and Monitoring.
Doing business in Liberia, op. cit., p. 15.
Liberia Tax Guide 2012, PKF 2012, p. 1, 
http://www.claytonmckervey.com/attach/worldwide-tax-guide-liberia.pdf
Doing business in Liberia, op. cit., p. 16.

1
2
3
4
5

6

7

8
9

10

Executive Law of 1972 to Provide for the Establishment of the National Oil Company of Liberia, 
(“NOCAL”), Section 4.
National Oil Company of Liberia website, http://www.nocal.com.lr/about-nocal/the-mandate 
National Petroleum Policy for Liberia, p. 17, http://www.nocal.com.lr/pdf/About/Petroleum 
percent 20Policy percent 20Final percent 20Version.pdf
Ibidem, p. 18.

11

12
13

14

Political and business risk

Liberia is still recovering from the civil war which ended 
in 2003, leaving the country and its economy in tatters. Despite its 
relative political stability, the slow pace of progress and enormous 
infrastructural needs, as well as, above all, the heritage of the civil 

1war, negatively affect the business climate. It is also constrained by 
a deficit in transport infrastructure (mainly roads and bridges) and 
an insufficient supply of water and electricity. Even though the civil 
war ended 10 years ago, there are still significant security problems 
in the country. As a result, foreign companies investing in Liberia 
(including oil and gas companies) tend to hire private security 

2companies.

National operator 

The National Oil Company of Liberia (NOCAL) was 
established in April 2000 “to hold all of the rights, titles and 
interests (…) in the deposits and reserves of liquid and gaseous 
hydrocarbons (…) whether potential, proven, or actual, with the 
aim of facilitating the development of the oil and gas industry in 

11the Republic of Liberia” . NOCAL is responsible for granting licences 
and facilitating exploration and perspective exploitation of Liberian 

12natural resources.

The regulatory authority for the oil sector in Liberia is the 
3Ministry of Lands, Mines and Energy. The key legislation governing 

the oil sector, the New Petroleum Law of 2000, is considered 
4obsolete and, due to unclear public disclosure requirements, 

5negatively affects the level of transparency. The Petroleum Policy 
provides a basis for organisation and governance of the upstream 

6sector as well as oil revenue management, while the Environment 
Protection and Management Law requires private companies to 

7undergo environmental impact assessment. Since the oil 
production prospects in Liberia have arisen only recently, gas 
flaring regulation is not yet part of the country’s legal framework. 

Regulatory framework

Tax regime 

The tax regime for petroleum operations is regulated by 
the Consolidated Tax Amendments of 2011. The basic corporate 
income tax rate is 25 percent, but companies operating in the 
extractive sector have to pay a higher rate of 30 percent. The tax 
code also provides deductible expenses such as capital allowances, 
carried losses, depreciation or interest on debts or other financial 
costs incurred in connection with the operations, among other 

9things. The royalty tax rate is 15 percent, and there is no windfall 
tax in Liberia. In 2012, the withholding tax rate was reduced from 
15 to 5 percent. Nevertheless, every individual Product Sharing 
Contract includes its own tax arrangements, thus the final 

10percentage varies from contract to contract.  

8

Licences  

The main type of contract used by NOCAL, on behalf 
of Liberia’s government, is a hybrid Product Sharing Contract. 
In general, petroleum licences should be awarded in a bidding 
process. However, when a tender process does not attract “bids that 
yield sufficient returns for the country”, blocks can be awarded by 

13means of “direct negotiations” . There is a preference for awarding 
oil blocks (covering a maximum of 2,000 square kilometres) to 
a minimum of two companies “in order to reduce speculation and 

14to promote the sharing of exploration and financial risks” . Every 
agreement and arrangement in the oil sector requires the final 
approval of the President of Liberia. 
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Oil exploration in Madagascar started more than 100 
years ago (in 1909), and was dominated by heavy oil discoveries, 

1which was not economically viable for uplifting. The rising oil prices 
stin the 21 century, as well as new technologies, have attracted oil 

companies to the country again. As a result Madagascar is currently 
producing oil; however, on a very small scale, and it is not being sold 
on the international market. In fact, all of the uplifted oil by the only 
company which has managed to perform it, Madagascar Oil (US), 
is used for power generation by the company itself. It is expected 

2that the first Malagasy oil will be sold internationally in mid-2014. 
As of December 2013, Malagasy oil reserves are estimated at 

31.7 billion barrels of exploitable crude oil, at least. However, the 
country’s hydrocarbon is mostly extra heavy, and companies are 
required to inject steam to soften it and channel it towards drilled 
wells.
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Figure 15
Madagascar total oil production (1980-2012)

Oil location 

In total there are 24 oil blocks in Madagascar, 18 of which 
are onshore and 6 offshore. The Tsimiroro oilfield, located in the 
southern region of the country, is considered the most promising 
asset. Besides Tsimiroro, other oilfields which are believed to 
contain large amounts of hydrocarbons are the offshore and 
onshore Morondava, Bemolanga and Manambolo fields. Madagascar 
is also believed to hold substantial deposits of oil sands (known as 
tar sands), estimated at 2 billion barrels, especially in the 
Morondava basin.
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Players 

There are at least 17 companies actively exploring oil 
1in Madagascar, including Madagascar Oil (US), Essar Energy 

(Mauritius/India), Tullow Oil (UK), Sterling Group (US) and EnerMad 
(Canada). The US-based Madagascar Oil is the most vital player as 
it holds exploration licences in, and is the operator of, five oil blocks, 
including Tsimiroro, Bemolanga and Morondava. Attracted by oil 
discoveries in East Africa, even the oil majors (e.g. ExxonMobil, 
Total) have announced decisions extending their licences to explore 

2crude oil in the country.

Transport and refineries 

As of today, Madagascar has no refinery, and since the oil 
is considered essential for export, chances of constructing one are 
very narrow. The pipeline system and supporting infrastructure is 
virtually non-existent. Recently, Madagascar Oil announced plans 
to construct the country’s first pipeline from Tsimiroro to the shore, 
a marine terminal and an offshore mooring facility, provided that 

3its steam flood pilot project is completed successfully.

Regulatory framework

The Malagasy oil sector is regulated by the Ministry 
of Mines and Energy. The Petroleum Code (Law No. 96-018 of 
4 September 1996) lays down the legal framework for the oil 
industry, while operational details are determined by the Production 
Sharing Agreements between OMNIS (a state-owned entity) and 
each of the Operators. 

Gas flaring in Madagascar is forbidden. However, as per the Offshore 
Contract Model, to the “extent necessary for safety or start-up of 
operations”, oil field operators may flare gas. Moreover, even after 
the start-up period, if the re-injection of the gas “is not operationally 
safe, technically or economically feasible the Operator may apply for 

6a permit” to continue gas flaring.

Political and business risk

Madagascar’s troubled history is marked by coups d’état 
and uprisings. The latest coup took place in 2009, when Andry 
Rajoelina ousted Marc Ravalomanana. The unstable political 
situation forced ExxonMobil to close all of its operations in the 

4country (the company returned to Madagascar in 2013). 
Madagascar is one of the least developed and poorest countries in 
the world. According to the World Bank, 92 percent of the country’s 
population of 21 million lives on less than 2 USD per day. 
The business environment for oil companies is harsh, as well. 
For example, in 2010, the government attempted to expropriate the 

5oil assets of Madagascar Oil. However, recent events, particularly 
peaceful presidential elections in late 2013, give slight hope for 
improvement.

Tax regime 

Madagascar is considered a country with one of the most 
(if not the most) tax-friendly regimes for the oil sector worldwide. 
All companies operating in the oil sector are subject to Direct Tax on 
Petroleum (DTP), which discharges them to any corporate or capital 
gain taxes. The DTP level depends on the oil production volume and 

7profits, and the tax rate levied are set by contract. Royalty taxes, 
paid in cash or in kind, are calculated based on extracted volumes 
of oil and valued at the international market price, and can range 

8from 8 to 20 percent. How generous (and desperate) the Malagasy 
government can be is shown by the example of Madagascar Oil and 
Total. The companies have negotiated that they will retain 
99 percent of all oil revenue (1 percent will go to the government) 
during the first 10 years of oil production. During the second decade, 
the government will take 20 percent of revenue, and 30 percent in 

9the third decade and thereafter. 

National operator 

Office des Mines Nationales et des Industries 
Stratégiques (OMNIS), the national operator in Madagascar, was 
founded in 1976 “to manage, to develop and to promote the national 

10petroleum and mineral resources in Madagascar” . The parastatal 
is responsible not only for overseeing the oil industry, but also for 

11governing the sector.
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Offshore Production Sharing Contract, Article 4.1

Licences  

Exploration and exploitation licences in Madagascar are 
awarded by means of licensing rounds. Exploration licences can be 
granted for a period of up to 8 years, subdivided into three separate 
stages, and may be extended for an additional 2-year period. 
In the event of an oil or gas discovery in commercial quantities, 
an exploitation licence can be granted for 25 and 30 years, 

1respectively.
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Malawi is a landlocked country in East Africa which has 
been, until now, dependent on oil imports mainly from Zimbabwe 

1and South Africa. Recent years brought to Malawi prospects for 
domestic oil extraction, as geological surveys raised hopes for oil 
deposits under Lake Malawi (called Lake Nyasa in Tanzania). Lake 
Malawi is the third-largest lake in Africa, located between Malawi, 

2Tanzania and Mozambique. So far, exploration licences have been 
awarded to two companies: Surestream Petroleum (UK), which 

3explores Block 2 and Block 3 situated on Lake Malawi, and SacOil 
(South Africa), which explores onshore Block 1 in northern Malawi 

4along the borders with Zambia and Tanzania. 
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Potential oil location 

The potential oil and gas deposits are located both 
offshore, under the bed of Lake Malawi, and onshore. The latter has 

5caused increasing political tensions between Malawi and Tanzania. 
While in 2012 the heads of both states were claiming that their 
countries would never go for an open conflict over potential natural 

6resources deposits, in the middle of 2013 the situation escalated 
into an open border dispute. In June 2013, Tanzania announced that 
its army was ready to defend its borders against any foreign threat 

7to its territory. Currently, the dispute, which might turn into 
a border conflict, is mediated by the Southern African Development 

8Community. Tanzania is claiming 50 percent ownership of the 
disputed northern part of the lake, while Malawi is claiming the 
rights to the whole Lake on the basis of the 1890 treaty between 
Great Britain and Germany, and the Organisation of African Unity 
rule that the colonial borders should not be contested. Malawi 
is ready to bring the case to the International Court of Justice, 

9of which, however, Tanzania is not a signatory.
The location of potential oil also brings social and environmental 
concerns. The lake is home to about 1,000 endemic species and 
sustains nearly 10 million people, who might have to look for 

10another source of income if oil extraction begins.
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Players 

Currently, Malawi is at the exploration stage. The only 
two companies which have been awarded exploration licences are 
Surestream Petroleum and SacOil. Surestream Petroleum was 
granted Block 2 and 3, with a combined area of 20,000 square 

11kilometres. SacOil obtained an exploration licence in Block 1 with 
12an area of 12,265 square kilometres. 
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Transport and refineries 

The retail oil and gas transportation infrastructure in 
Malawi is obsolete and requires major investments. Currently, the 
transport relies on roads. The government plans to invest in the first 
oil pipeline in the country, which will transport oil from Beira in 
neighbouring Mozambique to Nsanje, covering a distance of 

2approximately 410 kilometres. As of today, there is no refinery 
facility in Malawi. 

Political and business risk

In 2012, President Bingu wa Mutharika died after a heart 
3attack, and Vice President Joyce Banda took over office. These 

transitional arrangements were welcomed with overall optimism, 
4not causing any major social turmoil. The border dispute between 

Malawi and neighbouring Tanzania is a source of significant political 
5risk for investors. The situation is currently under the Southern 

African Development Community’s mediation, but so far Tanzania 
has been using strong rhetoric, including the idea of employing 

6military force. Since 2009, Malawi’s economy has been 
7experiencing a general shortage of foreign exchange and the 

banking system has been affected by devaluation of the kwacha. 
8As a result, access to credit in 2014 is expected to be limited. Also, 

9the country suffers from electricity shortages. 

Tax regime 

The taxation framework in Malawi is established by the 
11Malawi Taxation Act from 1963. The current general tax regime 

regulates only fuel importers, and while the excise tax on fuel is 
20 percent, the total tax burden as a percentage of retail price is 

1237 percent. The corporate income tax rate is 30 percent and 
13royalty rate is 20 percent. There is no windfall tax in Malawi and 

14the withholding tax rate is 10 percent.

National operator 

The National Oil Company of Malawi (NOCMA) was 
15established in January 2011, in the context of potential oil deposits 

under Lake Malawi. The current activities of NOCMA are limited 
16to import, storage and management of strategic reserves of fuel. 

Currently the government is admitting that there is a “lack of clear 
17policy on participation in mining projects” . 

Due to increasing political tensions between Malawi and Tanzania, 
1all exploration works were suspended in May 2013.

The Ministry of Natural Resources, Energy and 
Environment is responsible for all mining activities and their 

10governance in Malawi. Since oil production prospects are a novelty 
in Malawi, there is no specific or up-to-date regulation of oil and 
gas exploration and extraction in the country’s legal framework. 
The Petroleum (Exploration and Production) Act from 1983 is 
currently under review. Due to the infancy stage of the oil sector’s 
development, there are no regulations concerning gas flaring in 
Malawi. 

Regulatory framework

Licences  

The Malawian authority responsible for granting 
exploration and exploitation licences is the Minister of Mining in 

18the Republic of Malawi. 
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In 2011, Namibia hit the headlines with news that it may 
1be sitting on huge oil reserves. According to recent estimates, 

Namibia’s oil wealth could amount to 11 billion barrels. If these 
numbers are correct, Namibia would be in possession of the second-
largest oil deposits in Sub-Saharan Africa, after Nigeria. At this 
stage, however, it is too soon to declare that Namibia will become 
an oil producer. Despite the concomitant frenzy, the numbers are 
merely estimates, calculated on the basis of geological surveys. 
Therefore, until the actual presence of oil in commercial quantities 

2is confirmed, one can even claim that “Namibia has no oil” . In the 
Namibian petroleum inner circles, even the term “reserves” is used 
with hesitation. Another important issue to consider is the time-
span between the actual oil discovery and commercial production, 
which, according to experts, could take as long as 3 to 5 years. 

3Namibian officials claim that they want to be ready in 2017. 
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Oil location 

Oil exploration in Namibia is mostly carried out offshore. 
It is believed that Namibian and Brazilian coasts (where, in the past, 
massive oil reserves were discovered) share common geological 
features. Whereas 3D seismic analysis looks optimistic, the progress 
in oil exploration in Namibia does not. In 2008, there was only one 
well drilled off the coast (excluding the Kudu gas field located 
170 km off the south-west coast of Namibia), with 2-3 wells being 
drilled a year, which “for mature oil producers is nothing but for us 

4it is something” . To date, 18 wells have been drilled offshore, both 
in deep water (>500m) and in ultra-deep water (>2000m). The initial 
drilling results have not been uplifting, with virtually all wells 
coming up dry or not in commercial quantities. Only in May 2013 did 
Brazilian HRT record its first successful drill in the Walvis Basin. This 
find unearthed high-quality light crude at 32 to 42 degrees on the 
American Petroleum Institute (API) scale; however, it was 

5announced not commercially viable. 
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Players 

Given the electrifying estimates of the oil potential in 
Namibia, this frontier oil industry has attracted a great number of 
investors. To date, 53 exploration licences and 1 production licence 

6have been issued to oil companies. Companies active in Namibia 
include British Chariot Oil, HRT (Brazil), which operates 10 offshore 
blocks and made the first discovery in May 2013 (its exploratory 
drilling programme is worth around 200 million USD), Eco Atlantic 
Oil & Gas (Canada), Petróleo Brasileiro (Brazil), Repsol (Spain) and 

7Signet Petroleum (UK), but also oil majors such as BP (UK). More 
recently, after new failed attempts to strike oil in commercial 
quantities, however, scepticism has been building up among 
investors more heavily, and financial markets have been punishing 

8the oil companies by pushing down their stock prices. 
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Transport and refineries 

At the time of writing, Namibia had no oil refinery, and 
most petroleum products were being imported from South Africa. 
The government commissioned a feasibility study in the past and 
signed a Memorandum of Understanding with Nigeria for the 
establishment of a multi-billion-dollar oil refinery in Walvis Bay, 
but the project has not yielded any results to date, causing 

1frustration for the Nigerian partner. Other plans include partnering 
with Angola in refinery facilities, which would lessen Namibia’s 

2dependence on imported oil. The situation may change, provided 
that oil in commercial quantities is unearthed.    

Political and business risk

With independence gained in 1990, Namibia is a relatively 
young country, but its political and economic record is far above the 
regional standards in virtually all areas. In 2013, in the Heritage 

thIndex of Economic Freedom, the country is ranked as 9 out of 46 
countries in Sub-Saharan Africa. Corruption does not seem to be 
a systemic problem in Namibia, either. According to a World Bank 
study, “public corruption is not endemic, as in other jurisdictions 

3in the developing world” . Transparency International puts Namibia 
at 58 out of 176 countries in its ranking (the third-highest scoring 
country in Africa, behind Botswana and Rwanda).

Namibia claims to have one of the most transparent extractive 
sectors globally. Indeed, according to the International Budget 
Partnership’s Open Budget Index (OBI), the level of budget process 
transparency in Namibia is high even by global standards. In the 
latest OBI, in 2012, Namibia ranked third among African countries 

th(only Uganda and South Africa scored higher) and 34 out of 93 
countries globally. Among foreign investors, the country has 
a reputation of being stable, and is not associated with any major 
political or business risk.   

Tax regime 

The tax regime in the Namibian oil sector is derived from 
Petroleum (Taxation) Act, Income Tax Act 24 of 1981 (Administrative 
provisions), Petroleum (Exploration and Production) Act, Act 2 of 

51991 (dealing with royalties). Income tax is set at 35 percent and 
levied separately on each licence area. There are also additional 
profits taxes (APT), payable on a sliding scale of between 15 percent 
and 25 percent, and a royalty rate of 5 percent payable quarterly 

6and calculated against the market value of crude oil. In light of the 
provisions of the Income Tax Act, certain types of income are subject 
to withholding tax. These are royalties and management, consulting, 
technical, administration and directors’ fees (withholding tax on 

7services, 25 percent).  

National operator 

The National Petroleum Corporation of Namibia, 
NAMCOR, created under the Namibian Companies Act of 1973, is the 
country’s operator and a leading regulatory body. The Government 
of the Republic of Namibia is its sole shareholder. Under the 
Petroleum (Exploration and Production) Act of 1991, NAMCOR has 
the right “to carry out reconnaissance, exploration and production 
operations either on its own or in partnership with other 

8organisations in the industry” . The company also actively 
cooperates with the Ministry of Mines and Energy, acting as an 
advisor and assisting in monitoring the exploration activities of 
licensees. Although the Petroleum Act does not contain provisions 
concerning NAMCOR’s mandatory participation rights, it has become 
a practice that the company becomes a minority partner to 

9a petroleum licence, with a 10 percent participating right.   

The regulatory framework of the oil industry in Namibia 
is anchored in the Petroleum Act, the Petroleum (Taxation) Act 1991 
(Act 3 of 1991) and the Model Petroleum Agreement 1998. The sector 
is under the jurisdiction of the Ministry of Mines and Energy, which 
issues petroleum licences, among other things. The Ministry acts in 
cooperation with NAMCOR as its advisory body (see below). 

Regulatory framework

The current practice is to use the Model Petroleum Agreement 
(MPA) which serves as a basis of negotiation with applicants for  
exploration licences. MPA “makes a provision for the applicant of 
a licence to commit to a minimum exploration work program and 
further sets out the procedures to be followed by a licensee on 

4discovery of petroleum” .  
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Ibidem. 
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Licences  

There are three types of licences: a reconnaissance 
licence (conducting a preliminary exploration; issued for four years, 
can be extended twice for no more than two years each time), 
an exploration licence (used to enable the systematic prospecting 
for oil and gas deposits; issued for four years, can be extended twice 
for no more than two years each time) and a production licence 
(allowing the holder to carry on production activities or dispose of 
petroleum derived from production activities in a certain area; valid 
for 25 years, can be renewed only once, for no more than 10 years). 
At the time of writing, Namibia was using an open licensing system, 
although the Petroleum Commissioner has announced on a number 
of occasions that it would change to bid rounds. The licence fees are 
calculated by multiplying the number of square kilometres included 
in the block by the amounts provided for in Section 67 of the 
Petroleum Act (60-150 Namibian dollars in exploration phases and 

21,500 Namibian dollars in the production phase).     
   

1
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Niger, a poor and landlocked country in West Africa, 
joined the club of oil producers very recently. The search for oil in 
Niger began in 1958, but oil production has just began. A significant 
discovery of oil and gas was made in the Agadem block in southeast 
Niger by the China National Petroleum Corporation (CNPC), and 
production started in 2011. As of today, it is the very first sustained 
commercial oil production in this country. Currently, exploration is 
gaining momentum as the government has announced new rounds 
of licence-awarding. It is still too early to talk about the total proven 
oil reserves in Niger, but the Agadem block is estimated to contain 

1650 million barrels of crude oil. The other oil block, the Ténéré, may 
2hold an additional 1 to 3 billion barrels of oil. The government and 

investors feel confident about the country’s future as an oil 
producer. 

GREENHORNS
Niger  

Table 22

0.48 – 0.65

20,000

20,000

14,310

5,690

0

Reserves

Total oil production 

Crude oil production

Net exports (est.) 

Consumption 

Refinery capacity 

Basic facts and figures 

Niger’s oil, key data (2012)

billion barrels*

bpd

bpd

bpd

bpd

bpd

*Estimates based on various internet sources. 
Source: Countries: Niger Country Profile, EIA, 
http://www.eia.gov/countries/country-data.cfm?fips=NG

thousand barrels per day

Figure 16
Niger’s total oil production (1980-2012)

Oil location 

The main oil block in Niger is the Ténéré Block located in 
2the eastern part of the country. It measures around 71,155 km and 

forms part of the Termit-Ténéré Rift Basin – one of the rift basins 
that extend across north-central Africa. The other key oil block is the 
adjacent Agadem block that covers the southern half of the Termit-
Ténéré Rift. Along with Block Bilma (60,884 square km), all three 
are operated by CNPC (China). Other blocks under licence, where 
the exploration is ongoing (or about to start), include Dibella 1 and 
Dallol blocks, which have been awarded to Labana Petroleum, Grein 
block, granted to Sirius Energy, Djado 1 and Mandaram 2, Manga, 

3Aborak and Ténéré Ouest.  

1

2

Niger says more oil found in CNPC's Agadem, Reuters, 3 August 2012, 
http://in.reuters.com/article/2012/08/03/niger-oil-idINL6E8J381420120803 
Think Security Africa, Oil, Gas and Security in Niger, 
http://thinksecurityafrica.org/oilgas/oil-and-gas-in-the-republic-of-niger/   
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Players 

A number of international oil companies are present in 
Niger, among which the Chinese state-owned oil giant, China 
National Petroleum Corporation (CNPC), plays a pivotal role in 
Niger’s oil industry. In 2003, the company signed an agreement with 
the government on an exploration and development licence for 
Block Bilma and Block Ténéré. CNPC is the sole owner of Block Bilma 
and holds 80 percent of shares in Block Ténéré, while TG World 

1 2(Canada) owns the remaining 20 percent. In 2008, CNPC signed 
a 5 billion USD agreement with Niger’s government to develop the 
Agadem oil block (the rights of which had previously been held by 
an ExxonMobil-Petronas joint venture, which never went beyond the 
exploration stage), and to build a refinery and 2,000 kilometres of 

3pipeline in Niger. The CNPC established the very first hydrocarbon 
production in Niger in late 2011. Other companies include 
ExxonMobil, TG World Energy Inc. (Canada), and Hunt Oil (US). In the 
recent licence-awarding round, a number of Nigerian companies 
secured a stake in Niger’s oil wealth. These were Labana Petroleum 
(Dibella 1 and Dallol blocks), Sirius Energy (Grein Block), Advantica 

4Gas & Energy (Mandaram 2), and Genmin (Djado 1). Gazprom 
(Russia) showed interest in Niger’s oil stake through its subsidiary, 
Gazprombank. In 2011, after obtaining mining licences for two 
mining blocks in the northern Agadez region (Toulouk 2 and Toulouk 
4), Gazprom started exploration of Niger’s uranium as well as oil 

5reserves. In 2012, Niger's council of ministers approved four PSCs 
concerning Manga 1, Manga 2, Aborak, and Ténéré Ouest blocks for 
International Petroleum (Australia) and Perth Energy (Australia).

Transport and refineries 

Niger’s first oil refinery, situated at Soraz in the Zinder 
region (to the south of Niger), is a joint venture of CNPC (60 percent) 
and the state of Niger (40 percent). It was launched in 2011 and is 
operated by the CNPC. It has a capacity to process 20,000 barrels 
per day (13,000 of which are exported and 7,000 consumed locally), 
but it is facing stop-and-go problems stemming from SONIDEP’s 

6troubles with marketing refined petroleum products. By 2014, the 
Chinese are scheduled to complete a pipeline that will facilitate oil 

7export via Chad and Cameroon (to the Atlantic port of Kribi). 
According to a recent announcement, the new development would 

8allow the country to export between 60,000-80,000 bpd. 

Regulatory framework

The hydrocarbon industry in Niger is regulated by 
the Nigerien Ministry of Energy and Oil which was established in 
September 2011. The major document underpinning oil exploration 
and production is the Mining Code of the Republic of Niger, enacted 
in 2006 (the law was first passed in 1993, then amended in 1999 

11 12and 2006), and Le Code Pétrolier du Niger, adopted in 2007, 
which refers directly to exploration, prospecting and exploitation 
of hydrocarbons. The new constitution, enacted in 2010, includes 
a strong commitment on the part of the government to follow 
transparency in the extractive sectors. For example, Article 150 
requires the publication of natural resource contracts as well as 
national resource revenues on a disaggregated, company-by-

13company basis. There have also been elements of local content 
law. Article 21 of Code Pétrolier requires the holder of an oil 
exploration or production permit (and its subcontractors) to give 
priority to Nigerian candidates. 

Political and business risk

Niger has experienced a series of coups, but the country 
has never been engulfed in a full-fledged civil war. There has neither 
been widespread political violence nor records of damage to 
investments. The most recent coup, which took place in February 
2010, eventually led to the restoration of a democratic government. 
In March 2011, Mahamadou Issoufou was chosen as president by 
securing 58 percent of votes. The unity government that was formed 
has, “paradoxically, increased tensions and could undermine 

10effective policy-making” . The new government committed itself 
to improving governance, implementing reforms, and supporting 
national reconciliation, especially with the population in the north 
of the country. Despite this relatively peaceful transition of power, 
Niger’s political stability could be quite easily jeopardized by 
terrorist activity of the al-Qaida in the Islamic Maghreb (AQIM) 
or Nigerian Boko Haram, whose infiltration may be facilitated by 
porous borders and weak government control over its territory. 

The government is also considering studying the possibilities of 
9building a pipeline via the country’s southern neighbour, Benin.
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Tax regime 

A royalty on net production of hydrocarbons ranges from 
12.5 percent to 15 percent for crude oil and 2.5 percent to 5 percent 
for natural gas. The investor funds 100 percent of the costs and can 
recover its costs up to a limit of 70 percent of net revenue per year, 
and any excess costs not yet recovered will be carried over to 
subsequent calendar years until full recovery or expiration of the 
PSC. There is also an annual surface fee of 500 CFA per square km 
for the initial period of the Exclusive Exploration Authorisation 
(EEA), and 1,500,000 CFA per square km for Exclusive Production 
Authorisation (EPA) (both rates increase in subsequent periods). 
Investors are not subject to direct income or corporate taxes, but 
are subject to a capital gains tax of 25 percent on any assignment of 
interest in the EEA or EPA, or on any disposal of assets. Importation 
of products, equipment, materials, machinery and equipment used 
under the EEA are free of all duty and taxes at the time of 

1importation. 

National operator 

The Ministry of Mines and Energy governs the upstream 
and downstream hydrocarbon sectors. The main state-owned oil 

2company is SONIDEP (Société Nigérienne des Produits Pétroliers).  
The company was established in 1977 by a government decree and is 
responsible for a range of oil-related activities, such as importation, 
transportation, storage, refining and marketing of petroleum 
products in Niger. There have been attempts to privatize SONIDEP, 
but, due to a lack of interest, the government put the sale on hold. 
SONIDEP focuses its activity on downstream.  

Licences  

Under the PSCs, the investor is awarded an Exclusive 
Exploration Authorisation (EEA). The EEA is granted for an initial 
period of four years and can be renewed twice for a period of two 
years (each for a maximum tenure of 8 years). If oil is discovered 
in commercial quantities, the company may apply for allocation of 
an Exclusive Production Authorisation (EPA) with an initial duration 
not exceeding 25 years and renewal for a maximum of ten years. 
The government has the right to acquire up to 20 percent of the 

3EPA. 
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Senegal is a West African country which is listed among 
potential oil producers. At the time of writing, there is no active 
production and most of the oil for domestic consumption is 

1imported from Nigeria. Recently, however, new opportunities 
concerning offshore oil have arisen. Senegal is expecting to 
discover significant oil and gas deposits in a sedimentary basin and 
compliment them with production from known, but still unexploited, 

2fields. While petroleum imports in Senegal more than doubled 
3between 2002 and 2005, its sole refinery, Société Africaine de 

Raffinage (SAR, African Refining Company), is able to meet only half 
4of the domestic demand. Anticipated discoveries combined with 

future investments in SAR are part of the government’s strategy 
5to make Senegal a net exporter of refined oil to the region. 

As of January 2014, Senegal does not have any proven oil and/or 
gas reserves, but the estimates range from 0.8 to 1 billion barrels. 
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Oil location 

Currently, there is only one oilfield awaiting exploitation, 
namely the Dome Flore, which was discovered in 1967 by French oil 
producer Total. The deposits on Dome Flore and Dome Gea contain 
an estimated 1 billion barrels of heavy oil. The field has now been 

6opened and offered for tender. Meanwhile, approximately 150 wells 
have been drilled in shallow offshore areas in Cap Vert Peninsula 
and Casamance regions in sporadic exploration works since the 
1950s, with no clear sign of the presence of a commercial quantity 

7of oil.
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Senegal Basin: Petroleum exploration opportunities, Petrosen, 
http://www.petrosen.sn/index.php?option=com_content&task=view&id=15&Itemid=55 
Investing in Senegal 2011, Developing Markets Associates, p. 17, 
http://www.developingmarkets.com/Investing-in-Senegal-2011-Investment-Report
Senegal — Overview of Oil and Gas Exploration and Main Players, Oil and Gas — Mergers and 
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Ibidem.
Ibidem.
Ibidem.
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Players 

The exploration phase in Senegal is still ongoing. There 
are mainly British and Australian companies involved in exploration 
in partnership with the Senegalese national operator Petrosen. First 
Australian Resources is operating in Sangomar and Sangomar Deep 

8fields. Oranto Petroleum, a Nigerian-Senegalese joint-venture, is 
currently exploring Cayar Offshore, Saloum and Senegal Onshore 

9South fields. Tullow Oil (UK) and Dana Petroleum (UK), together 
10with Petrosen, are operating in the Saint Louis Block. The Thies 

field is being explored by Petrosen together with Africa Fortesa 
11(US). A venture of African Petroleum (Australia) with Petrosen is 

searching for oil in Rufisque Offshore Profond and Senegal Offshore 
12Sud Profond.  Lastly, a French company, Maurel & Proma, is 

13currently exploring the Sebikhotane field.

Transport and refineries 

The only large international port with a tanker terminal 
in Senegal is in the country’s capital, Dakar. However, its capacity 
is limited, and it requires further investments. 
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Compared to the neighbouring Vridi port in Côte d’Ivoire, whose 
consumption capacity storage is 141 days, the storage capacity in 

1Dakar’s oil terminal is only 65 days. The estimated length of 
Senegal’s network of pipelines is 43 kilometres for gas and 8 

2kilometres for refined products. Rail oil transport is utilized for 
exports to Mali, between Dakar and Bamako. However, the line 
requires rehabilitation and additional investments in order to satisfy 

3increasing domestic needs. 

Senegal has a refinery facility, Société Africaine de Raffinage (SAR), 
which was built in 1963. In fact, Senegal is currently one of the four 
major oil refining countries in SSA. Unfortunately, its current 

4capacity of 25,000 bpd is insufficient with respect to present 
5standards. The government has prepared an investment strategy 

to accommodate possible future oil deposit discoveries, which 
includes an upgrade of SAR to reach 58,750 bpd processing 

6capacity. In 2010, Saudi Binladin Group, the new stakeholder in 
SAR, announced that it would invest 105 million euros to more 

7than quadruple production at the site, reaching 130,000 bpd.

Political and business risk

Senegal has a reputation of being one of the most stable 
countries in Africa, with a robust democracy. After protests 

rdtriggered by Abdoulaye Wade’s attempts to run for a 3 term in 
2012, the country went through a smooth political transition when 

8Macky Sall was elected as the next president of Senegal. Senegal 
has increasingly strong growth prospects due to its political stability, 
ongoing reforms of its business environment and significant 

9deposits of natural resources. On a negative note, there is still an 
ongoing, yet low intensity, separatist movement in the Casamance 
province — an area which is licensed for exploration. Furthermore, 
according to the Economist Intelligence Unit, “slow progress by the 
new president in delivering on his pre-election promises for reform, 

10growth and job creation could lead to increased dissatisfaction” .

The key legislation governing the oil sector is Law No. 98-05 
of January 8, 1998, stating the Petroleum Code and the Decree 
No. 98-810 of October 6, 1998, establishing the conditions of 

11application of the Petroleum Code. Overall, the Petroleum Code 
12complies with international standards on petroleum law. There 

is no gas flaring regulation in the Senegalese legal system. But due 
to the exploratory stage of the oil industry’s development, there is 
currently no ongoing gas flaring in the country.

Tax regime

As stated in the Petroleum Code, the tax regime for 
13petroleum operations is regulated by the General Taxation Code. 

The corporate income tax rate in Senegal is 25 percent, and the 
14royalty rate is 20 percent. The withholding tax rate ranges from 

10 percent to 20 percent, and directors’ fees withholding tax is 
1516 percent. Senegal has signed a multilateral tax treaty with other 

members of the UEMOA, and has bilateral tax agreements with 
Belgium, Canada, France, Italy, Mauritania, Morocco, Norway, Qatar 

16and Tunisia. 

National operator 

The Senegalese National Oil Company, Petrosen, was 
established in 1981 and implements the government’s policy for both 
downstream and upstream industry. In the upstream sector, it is 
responsible for Senegal’s petroleum potential and assists operator 

17companies in exploration and extraction of oil and gas deposits. 
In the downstream sector, it enters joint ventures with various 

18private companies following the governmental petroleum policy. 

Regulatory framework

The oil industry in Senegal is under the jurisdiction of 
the Ministry of Energy, Mines and Industries. 

Licences  

In practice, the Ministry of Energy, Mines and Industries 
grants licences for the exploration and extraction of oil deposits. 
The Petroleum Code offers a possibility of an exploration Production 
Sharing Contract for a maximum of 4 years with two optional 

19extensions (3 years each). The duration of an exploitation 
concession is 25 years, with a maximum of two possible extensions 

20of 10 years each.

113



At the time of writing, Sierra Leone had no proven oil or 
gas reserves. Nevertheless, after years of exploration, a number 
of discoveries have been made off the coast. The oil industry’s 
excitement was spurred by two discoveries by Anadarko (US): the 
Venus deep-water discovery in September 2009 and the Mercury 1 
discovery in Block SL-07B-10 (around 40 miles east-southeast of 

1the Venus discovery) in November 2010. In 2012, the company 
2also discovered offshore gas. Further explorations, as well as 

assessments of the commercial value of Sierra Leone’s oil deposits, 
are ongoing in several other offshore blocks with new discoveries. 
Sierra Leone hopes to have a petroleum potential similar to Ghana’s 
Jubilee field (estimated at 1.2 to 2 billion barrels of crude oil). Based 
on the available data, the country’s offshore petroleum deposits are 

3estimated at 500-700 million barrels. Sierra Leone expects to 
become an oil producer by 2017. 
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Oil location 

All oil exploration activities in Sierra Leone take place off 
the coast in the Sierra Leone-Liberia basin. Along the Ivorian Coast 
Basin, where the rich Ghanaian Jubilee field is located, there are, 
according to some investors, “two of the most exciting and highly 

4prospective basins in the world” . The first oil, known as the Venus 
B-1 discovery, was struck in 2009 by Anadarko in Licence Block 7. 
The second successful drilling was Mercury 1 in 2010, located in 
offshore Block SL-07B-10, approximately 40 miles east-southeast of 
the Venus discovery. A third was Jupiter 1 in 2012 in Block SL-07B-11. 
The most recent Lukoil discovery, in October 2013, was in Block 
SL-5-11 (Savannah 1X). All of the current discoveries are deep-water.  
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Anadarko Announces Discovery Offshore Sierra Leone, Anadarko Press Release, 
http://www.anadarko.com/Investor/Pages/NewsReleases/NewsReleases.aspx?release-id=1332358 
Oil, Gas and Security in Sierra Leone, Think Security Africa, op. cit. 
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Players 

The main companies engaged in oil exploration in Sierra 
Leone are Anadarko (US), Lukoil (Russia), Oranto Petroleum 
(Nigeria), the Mitsubishi Corporation (Japan), Repsol (Spain) and 

5Tullow Oil (UK). In July 2012, Sierra Leone granted conditional 
contracts to 11 companies for oil exploration in eight offshore blocks 
(the government received 59 applications). Chevron (US) and Noble 

6Energy (US) together with Odye (UK) obtained two blocks. A stake 
in the offshore blocks was also awarded to African Petroleum 
(Australia), Kosmos (US), Elinilto (UK), Signet Petroleum (UK), 
Minexco (UK), Masters Energy (Kenya), GNBH Sierra Leone 

7Exploration and Vadara Petroleum and Hydrocarbons. 
In September 2013, Lukoil’s drilling program at Block SL-5-11 

8was officially opened, and led to an oil discovery a month later.  

Transport and refineries 

Sierra Leone Petroleum Refining (SLPRC) in Freetown 
is the only refinery in the country, but is currently non-operational. 

114



M.C. Bah, Sierra Leone’s oil refinery must be reopened, The Patriotic Vanguard, 28 June 2011, 
http://www.thepatrioticvanguard.com/spip.php?article6003;
Sierra Leone: Nation seeks investors to Revive Petroleum Refining Company, TradeInvestAfrica, 
1 December 2010, http://octoberfirst.com.au/?p=786   
M.C. Bah, op. cit. 
Sierra Leone Country Report, Gütersloh, Bertelsmann Stiftung 2012, 
http://www.bti-project.org/countryreports/wca/sle/
Sierra Leone, Economist Intelligence Unit, http://country.eiu.com/Sierra%20Leone  
Petroleum Exploration and Production Act 2011, Revenue Watch, http://www.revenuewatch.org/
sites/default/files/Sierra%20Leone%20Petroleum%20Act%202011b.pdf 

1

2

3
4

5
6

Conducting oil and gas activities in Sierra Leone, CMS Cameron McKenna, London 2013,
http://www.cms-cmck.com/Our-Africa-Practice/Documents/conducting-oil-and-gas-in-africa-
sierra-leone.PDF
Ibidem. 
Sierra Leone: Controversy over passing of Petroleum Bill, West Africa Democracy Radio, 
14 July 2011, http://wadr.org/en/site/news_en/1408/Sierra-Leone-Controversy-over-passing-of--
Petroleum-Bill.htm 
Sierra Leone Petroleum Act (2011), Revenue Watch, 
http://www.revenuewatch.org/training/resource_center/sierra-leone-petroleum-act-2011 
Conducting oil and gas activities in Sierra Leone, op. cit. 
NP Limited website, http://nplimited.org/page/about-us

7

8
9

10

11
12

It was opened in 1970 as a joint-venture between Sierra Leone’s 
government and a group of major oil companies (BP, Mobil, Texaco 
and Shell). The ownership was split 50-50. In 1992, the refinery was 
closed, as the government had no financial capacity to run it any 
longer. The refinery had a theoretical capacity of 450,000 tons of 

1crude oil per year. In recent years, on the back of the oil frenzy, the 
government has been actively seeking a strategic partner that could 

2rehabilitate and expand the SLPRC. 

Sierra Leone’s location along the West coast of Africa is strategic and 
convenient for oil logistics – its port may serve as a global trade hub 
and be useful for supplying the markets in the US, Europe and the 
rest of Africa. The refinery itself is situated close to a deep water 
harbour with international shipping lanes. It has easy access to 

3multiple oil producers from the Gulf of Guinea to South Africa.

Political and business risk

Sierra Leone’s brutal civil war (1991-2002) destroyed the 
country’s social, political and economic structures. It left ruined 
schools and hospitals, shattered buildings and, above all, hurt and 
traumatized people. The country is slowly recovering from the 
legacies of the conflict and attempting to rebuild the state and the 
economy, simultaneously undergoing a reconciliation process. 
At the moment, the political situation looks stable, yet still fragile. 
Importantly, there are no signs of attacks or attempts at destroying 
(by organisations or groups) any ongoing projects or business 
initiatives in Sierra Leone. Political institutions are constitutionally 
democratic and relatively stable, but their performance is not devoid 
of problems and challenges, such as clientelism and corruption. 
There is also still a potential danger of renewed political ambitions 
of factions in the rebuilt military; in the past, the armed forces used 

4to take over in the event of a serious political crisis. Public 
frustration over high youth unemployment and the government’s 
failure to raise living standards could stir tensions and trigger 

5popular protests. 

Apart from introducing certain changes and developing a model 
petroleum agreement, the Act also created the Petroleum 
Directorate, which is the main regulatory body responsible for the 

7oil sector. The  
grants “all rights of ownership and control of petroleum (i.e. crude 
oil or natural gas or both) in its natural state in, under or upon any 

8land of Sierra Leone to the Republic of Sierra Leone” . Although the 
legislation process has been criticized by civil society for its hasty 

9pace (the bill was enacted in just 24 hours), the Act seeks to 
introduce more transparency in the sector, as it requires the 
publication of revenue data (in accordance with the terms and 
procedures of the Extractive Industries Transparency Initiative) 

10and licences. It also gives the state the right to participate in oil 
projects with a 10 percent carried interest.

Petroleum Exploration and Production Act 2011

Tax regime

The following taxes are levied on oil companies present in 
Sierra Leone: royalty rate (10 percent for oil and 5 percent for gas), 
Corporate Income Tax at 30 percent which is derived from the 
Income Tax Act 2000 and its amendments, Petroleum Resource Rent 
Tax (PRRT), Capital Gains Tax and Surface Rate per annum (Initial 
Exploration Phase - 40 USD per Square Km; and Development and 

11Production Phase - 110 USD).

National operator 

The Sierra Leone National Oil Company, NP (SL), is the 
country’s operator specializing in downstream. Its history dates back 
to 1954 when it was owned by British Petroleum. Thirty years later, 
the company was acquired by the government of Sierra Leone. 
In 1996, NP (SL) was again made private – the government sold 
55 percent of its 60 percent equity to Leone Oil and the remaining 
5 percent to its staff. Since that time, it is a 100 percent wholly-
owned indigenous company, but, due to its name, the Sierra Leone 
National Petroleum Company is still regarded as a government 

12institution. The new law enacted in 2011 makes provisions for 
the State National Oil Company (SNOC) to acquire a participation 
interest on behalf of the Government.

Regulatory framework

The main piece of legislation regulating petroleum 
exploration and production activity in Sierra Leone is the Petroleum 

6Exploration and Production Act 2011 which is an amended version 
of Petroleum Exploration and Production Act of 2001. 
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Conducting oil and gas activities in Sierra Leone, op. cit. 
Ibidem.
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Licences  

The maximum duration of a licence is 30 years. This 
is divided into an exploration period (maximum seven years) and 
a production period. To be valid and binding for all parties, a licence 
granted by the minister needs to be ratified by the parliament 

1of Sierra Leone. Applications for a licence can be made in 
prequalification or through a call for tenders. As for costs of 
licences, there is an application fee of 25,000 USD per oil block 
upon submission of an application. The fees are subject to periodic 

2adjustments. On the basis of the outcome of the third round of 
licence-awarding, it can be assumed that the licence is effectively 
granted within 3-4 months. 
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The presence of hydrocarbons along the Lake Albert 
basin was already considered in the 1920s. However, due to World 
War II, the decolonisation process and the disruptive history of 
Uganda, exploration plans were put on hold for the next eighty years 
(some exploration took place in the 1950s). In the 1980s, the Lake 
Albert basin was divided into five exploration blocks, and in the late 
1990s three exploration licences were granted to Heritage Oil (US). 

1In 2004, other licences were granted to Tullow Oil (UK). In 2006, 
these two companies announced “Africa’s biggest on-shore oil 

2discovery in 20 years” . There were over 40 wells drilled in the 
northern part of Lake Albert between 2006 and 2011, and just one 
of them turned out to be dry. According to estimates, the Lake 
Albert basin contains the fourth-largest proven oil reserves in Sub-
Saharan Africa (3.5 billion barrels), and Uganda can exploit them for 
40 years.   

In 2013, the first Production Sharing Contracts were signed between 
the government and China National Offshore Oil Corporation 
(CNOOC), Tullow Oil (UK) and Total (France). 

GREENHORNS
Uganda  

Table 25

3.5

0

0

-17,230

23,000

0

Reserves

Total oil production 

Crude oil production

Net exports (est.) 

Consumption 

Refinery capacity 

Basic facts and figures 

Uganda’s oil, key data (2012)

billion barrels*

bpd

bpd

bpd

bpd

bpd

*Estimates based on various internet sources. 
Source: Countries: Uganda, EIA, http://www.eia.gov/countries/country-data.cfm?fips=UG 

Oil location 

The oil is located in the Lake Albert Rift Basin. Lake 
Albert (the seventh-largest lake in Africa) is 160 km long, and 
stretches along the border between Uganda and the Democratic 
Republic of Congo. The Lake Albert Basin is divided into 3 blocks 
(1, 2, and 3A). The first oil was discovered in the northern part of 
the Lake Albert basin in Block 1 in 2006. In subsequent years, the 
presence of hydrocarbons (both oil and gas) was confirmed in Blocks 
2 and 3A.   

As a result of the arrangements between the three largest oil 
companies present in the country, Total owns 33 percent of Block 1 
and is a Block 1 operator in partnership with Tullow Oil and CNOOC; 
Tullow Oil is a Block 2 operator in partnership with Total and CNOOC, 
and Tullow Oil owns 33 percent of Block 2; Block 3A is operated by 
CNOOC in partnership with Tullow Oil and Total, and CNOOC owns 

333 percent of this block.    

1
2

R. Vokes, The politics of oil in Uganda, African Affairs, Vol. 111, Iss. 443, April 2012, pp. 304-305.  
B. Shepherd, Oil in Uganda. International Lessons for Success, Chatham House, London, 
February 2013, p. 2.

3

4

Status of Licensing in the Albertine Graben of Uganda,   
http://www.petroleum.go.ug/uploads/Status%20of%20Licensing%20Map%20sep%202013.pdf 
F. Ojambo, N. Bakhsh, Uganda Seeks Investor to Build $2.5 Billion Oil Refinery, Bloomberg, 
8 October 2013, http://www.bloomberg.com/news/2013-10-08/uganda-seeks-investor-to-build-
2-5-billion-oil-refinery.html 

Players 

Although oil production will start in Uganda within the 
forthcoming years, it is assumed that due to prospective geological 
data, three corporations already involved in oil exploration will also 
play key roles in the upstream process. The major corporations 
involved in the oil business in Uganda are: Tullow Oil, Total and 
CNOOC. CNOOC was granted the first production licence in 
September 2013 after the parliament’s halting of Tullow’s PSC in 
2012. According to Bloomberg, the CNOOC’s licence was obtained 

4at a cost of 2 billion USD over four years.    

Full-fledged oil production is expected to start in 2017-2018, and in 
the meantime there is a great need for oil-related infrastructure 
(mainly pipelines and refinery) developments. Despite numerous 
accusations of corruption and risks associated with the potential 
devastation of the Lake Albert ecosystem, oil production in Uganda 
is perceived as an important element of development strategy not 
only for Uganda, but for the entire region of Eastern and Central 
Africa.    
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Transport and refineries 

There is a long wish-list of pipelines necessary in order 
to facilitate the transportation of crude and refined products in the 
region after production starts. A proposed oil refinery could be 
linked to a distribution terminal in Kampala and then further with 
Kigali (Rwanda) and Bujumbura (Burundi). The crude oil production 

1area should also be connected with the Kenyan port of Mombasa. 
Due to the acidic features of Ugandan crude, it will have to be 
heated in order to flow through the pipelines.       

2There are also plans to construct a refinery in the city of Hoima. 
The Ugandan government wants the refinery, with an approximate 
capacity of 60,000 bpd, to be completed by 2017-2018, when the 
oil production is scheduled to begin. The chemical parameters of 
Ugandan oil will increase construction costs of the facility, which are 
estimated at 2.5-3.0 billion USD. Many international companies are 
interested in the Hoima refinery project development, Total, Tullow 
Oil and CNOOC being among them. The Hoima refinery and pipeline 
projects are important for the whole East and Central African region, 
which relies on one refinery in Kenya and suffers from petroleum 
product shortages. According to the Ugandan government, the 
regional demand for refined oil products will reach 232,000 bpd 

3by 2020. The Kenyan, Rwandan, Burundian and Tanzanian 
governments have been invited to the project and proposed 
a 10 percent share; the potential contractor is expected to cover 
60 percent of the costs, while the remaining 30 percent will be taken 

4over by the Ugandan government. The total cost of the pipeline 
5network and Hoima refinery are estimated at 10 billion USD.        

Regulatory framework

In 2008, the government adopted the National Oil and 
Gas Policy. Since 2010, the Draft Petroleum Bill has provided some 
guidelines for how the oil sector will be governed. In 2013, the 
Petroleum (Exploration, Development and Production) Act 2013 was 
enacted. The oil industry itself is regulated by the Ministry of Energy 
and Mineral Development. In 2013, the government signed PSCs with 
Tullow Oil, CNOOC and Total. The PSCs were not released to the 
public but, according to Bloomberg, Uganda’s participation in 

8production was established at 15 to 20 percent. Some aspects of 
PSCs have also been disclosed by the Petroleum Exploration and 
Production Department. Since 2012, opposition parties have 

9protested against the “secrecy” in which oil deals are signed. 
The negotiations of oil contracts and lack of transparency have also 

10attracted harsh criticism from Ugandan and international NGOs. 
The Ugandan National Environment Management Authority allows 
gas flaring, although its 2010 decision to let Tullow Oil flare gas was 
highly criticized by environmentalists. 
    

Political and business risk

In recent years Uganda introduced a series of economic 
reforms, but the country is still ranked 132 (out of 189 economies) 

6 7in the World Bank Doing Business 2014 report. Corruption, youth 
unemployment and demographic growth are regarded as the 
Uganda’s major problems. During the last decade Uganda has been 
relatively stable. Nevertheless in the forthcoming years the country 
will have to tackle multiple political challenges, such as an issue 
of the presidential succession and splits in the ruling party. 
The country also needs to overcome the legacy of civil war in
 the north. Potential risks for foreigners also include a threat of 
Al Shabaab, especially after the West Gate massacre. The group 
has already conducted a several terrorist attacks in Kampala. 

Tax regime

The Ugandan oil-related fiscal regime is governed by the 
Petroleum (Exploration, Development and Production) Act 2013 and 

11the provisions of Production Sharing Contracts. Corporate income 
tax in Uganda is currently at 30 percent. Additionally, oil companies 
are subject to “an Initial Royalty based on progressive incremental 
production and an additional Royalty as a percentage of the value of 

12the recovered reserves” . There are also signature bonuses paid to 
the government (the PCS signed with Tullow Oil had a signature 

13bonus of approximately 200,000 – 300,000 USD). Companies are 
also obliged to pay annual surface rents which depend on the type 
of activity (production or exploration).  

National operator 

The Ugandan oil industry institutional framework is 
under construction. To date, the vast majority of issues regarding 
oil in Uganda have been handled by the Petroleum Exploration and 
Production Department of the Ministry of Energy and Mineral 
Development (PEPD). 
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It is plausible that on the basis of PEPD the Petroleum Authority will 
be established in accordance with the provisions of the Petroleum 

1(Exploration, Development and Production) Act 2013, which 
includes provisions for the establishment of the National Oil 
Company. The government secured its share in the Production 
Sharing Agreements, and this should be governed by a parastatal 
company.  

Petroleum (Exploration, Development and Production) Act 2013, 
http://www.petroleum.go.ug/documents.php?id=25 
T. Lay, Uganda oil contracts give little cause for optimism, The Guardian, 18 January 2010, 
http://www.theguardian.com/katine/katine-chronicles-blog/2010/jan/18/uganda-oil-profits; 
B. Shepherd, op. cit.
Global oil and gas tax guide 2013, Ernst & Young, op. cit., p. 536.
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Licences  

The negotiations of PSC between the government and 
oil corporations triggered numerous accusations of corruption 
and a lack of transparency in the overall process of government 

2relations with foreign investors. At the time of writing, PSCs 
were confidential with only some of their aspects disclosed to the 
parliament and to public opinion. Nevertheless, the recently 
adopted Petroleum (Exploration, Development and Production) 

3Act 2013 provides far more transparency in the licensing process. 
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