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Introduction
Gas flaring refers to the combustion of excess associated gas, coal and
petroleum to eliminate unwanted chemical substances. In refining
petroleum or processing gas, gas flaring is preferred by producers
because of its ease at burning methane and permitting the non-stop
pumping of oil. The reason for flaring, many have opined, is specifically to
remove some volatile organic substance whose direct release into the
environment (venting) can be very toxic, and, sometimes, for emergency
pressure relief of industrial plant equipment. From a financial standpoint
also, though controversial, it may be prudent to flare gases whose cost of
capture and transportation is way higher than the end profit.
However, over the years, gas flaring has proven to be a major health and
environmental problem affecting climate change because of its capacity to
generate tonnes of greenhouse gases (carbon dioxide) which contribute
largely to global warming, depletion of the ozone layer and acid rain. In
Nigeria, oil companies alone flare over 313 million standard cubic feet of
gas annually which results in the emission of 16.5 million tonnes of carbon
dioxide making Nigeria the sixth- largest gas-flaring country in the world.
Without doubt, all these make it imperative for the government to save its
environment and citizens' health by regulating or ending gas flaring or
venting during the process of gas or oil production.
In response to this, the Federal Government of Nigeria, in December 2016,
launched the Nigeria Gas Flare Commercialization Programme (NGFCP) as
a policy to end gas flaring in Nigeria by capturing and commercializing
excess associated gas.
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The Nigerian Gas Flare Commercialization programme:
An introduction

Objectives of the Nigerian Gas Flare Commercialization
Programme

The Federal government of Nigeria, in 2016 launched the
Nigeria Gas Flare Commercialization Programme (NGFCP) as
a policy to end greenhouse gas emissions occurring through
flaring or venting of natural gas in Nigeria. The policy is a
framework put in place to provide a commercial approach to
industrial gas flare and enhance positive socio-economic and
environmental impact in the Niger Delta region, while also
enhancing the overall development of the gas sector.

The NGFCP is set to achieve a national flare-out target by
eliminating gas flaring through technically and commercially
sustainable gas utilization projects in line with global
commitment to fight climate change and end gas flaring by
the year 2030.

The NGFCP was established in line with the World Bank’s Zero
Routine Flaring Reduction initiative endorsed by the federal
government in June 2016 and the Paris Climate Change
Agreement of the United Nations Framework Convention set to
end gas flaring by 2030 as a measure to fight global warming.
If the programme is successfully carried out and sustained, it is
capable of stimulating the Nigerian economy with close to
three billion dollars, reduce greenhouse gas emissions by an
annual volume of 20 million tons, provide access to gas
sufficient enough to generate at least 2.5 gigawatts of power
and give close to six million Nigerian households access to
clean energy through the use of cooking gas[1].

Asides this global commitment, the NGFCP has been put in
place to:

▪ eradicate the problem of environmental pollution from gas
flaring particularly in Niger Delta communities where
many of the oil-producing companies in Nigeria are
located
▪ take advantage of flare gas in stimulating economic
growth through commercializing associated gas
▪ drive private sector investment and provide direct and
indirect jobs in oil producing communities. For instance,
harnessing flare gas can contribute to the economy by
fostering the delivery of additional volumes of gas for use
by various sectors of the economy.
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Another objective is to help improve basic infrastructure
development like electricity. In large quantities, for instance,
flare gas can be harnessed to produce heat and electricity. By
siting power stations close to the oil or gas producing plants to
help convert flare gas into electricity, Nigeria can increase its
power generating capacity and transport more electricity to
consumers.
Explaining the Nigeria Gas Flare Commercialization
Programme
By virtue of associated gas being a by-product in the oil or gas
production process, it has no independent production cost,
and as such no value is attached to it by the producers nor is
any revenue being earned from it, thus, making it easy to flare
without any or much economic effect. This is the basis upon
which the federal government has premised the right to take
associated gas (which hitherto would be flared if not taken)
free of charge or in some instances, at an agreed cost.
Invoking the powers granted to the Minister of Petroleum
Resources under the Petroleum Act, the government, free of
charge and without paying royalty, takes associated gas from
oil companies and bids it to third party investors in a series of
competitive auction.
Third party investors will then propose projects and be
selected based on their technical and financial strength,
genuineness of their project proposals and some other
criteria.

“

The NGFCP if fully implemented and sustained has
great benefit for the Nigerian economy, climate
change and the citizens in general.
The NGFCP has the capacity of generating enormous
economic benefit for Nigeria. It is projected that with
a capital investment of three billion dollars, more
than three hundred thousand direct and indirect jobs
would be created for the teeming unemployed
Nigerian population. It can also ensure the provision
of 450,000 MT of liquefied petroleum gas (LPG) to
over four million Nigerian households and generate
close to 2.5gigawatts of electricity to help solve
Nigeria's perennial electricity problem
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As requirements, each third party investor (applicant) is
expected to demonstrate a high level of technical capacity
for the design, construction, operation and maintenance of
gas utilization, show sufficient project development
experience in either owning or operating a gas processing or
gas transportation project or any similar projects and prove
application of commercial technology in its operations. For
financial strength, an applicant is expected to provide a net
worth of at least $5million (1.9 billion naira)[6]. To ensure that
qualified and trusted applicants get the bid, no applicant
must have been debarred or be on the debarred list of
Nigeria's anti-graft agencies, the World Bank or the United
State Treasury Office Control list.
Merits of the Nigeria Gas Flare Commercialization
Programme
The NGFCP, if fully implemented and sustained, has great
benefit for the Nigerian economy, climate change and the
citizens in general.
The NGFCP has the capacity of generating enormous
economic benefit for Nigeria. It is projected that with a capital
investment of three billion dollars, more than three hundred
thousand direct and indirect jobs would be created for the
teeming unemployed Nigerian population. It can also ensure
the provision of 450,000 MT of liquefied petroleum gas (LPG)
to over four million Nigerian households and generate close
to 2.5gigawatts of electricity to help solve Nigeria's perennial
electricity problem[1].
The climatic benefit it has in Nigeria is also great. Covering
about 170 flares sites in Nigeria, it is expected that close to
20 million tons of carbon dioxide emission is eliminated
annually, and more than six million Nigerian households get
access to clean energy. It is also projected that the NGFCP
will reduce the risk of sabotage to oil facilities in the Niger
Delta region by providing jobs, improving the quality of life
and the overall standard of living.
Lastly, it would save the government billions of dollars lost to
gas flaring annually and revenue used to fight or mitigate the
effects of the negative environmental impact of gas flaring
and the key operators in the industry, it is projected to
provide a market driven solution for flare down, sustain
.
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producers' upstream production of gas or oil and their safety
and create a profitable commercial atmosphere for private
investors.
Key consideration for new entrants in the industry
It is true that the Nigerian Gas Flare Commercialization
programme does not just provide an attractive commercial
atmosphere for new entrants into the oil and gas industry as it
ensures prudent exploitation and commercialization of flare
gas for an already viable Nigerian market, it also ensures a
greener and safer society for all as it forbids the release of
toxic substances into the atmosphere. However, beyond
these, there are still some key considerations for new entrants
to take note of before diving into the industry.
One consideration is the commercial structure of the
programme. By the guidelines of the policy, private investors
are expected to contract with oil producers on the one hand
and with the Nigerian government on the other hand. Oil
producers are also contractually required to guarantee the
production of specific quantities of gas and deliver same,
otherwise they would be liable to compensate the off-taker
each time the production volume is not met. This obligation
contract must further comply with the templates prepared by
the Department of Petroleum Resources. This arrangement
raises the problem of viability and implementation because it
“
appears to take the semblance of an agreement imposed by
regulatory fiats. Because of this arrangement, it may take
longer than usual to conclude and may even not be able to
stand on its own or be capable of being implemented in full.
Aside this, because of this arrangement, it is not certain that
flare gas producers will show any interest or long-term
willingness to undertake such an obligation. For one, volume
of flare gas is determined not by the flare gas producers but
by the production of oil which, in itself, is determined by the
operational and economic decisions of the oil-producing
company. For instance, each time production of oil is scaled
down, there would be a corresponding reduction in the
volume of flare gas which will hinder meeting up with the
specific production volume.
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Meanwhile, in line with the policy agreement, payment of
compensation awaits failure to meet the specific volume of
flare gas. It is obvious from this that there can be no control
over how much volume of flare gas is captured for
commercialization. Hence investors should be wary of putting
their money in a venture that they cannot influence the
desired result.
Another consideration is the infrastructure deficit for the
transportation of captured flare gas. Due to the remote
locations and difficult terrain of flare points and the scarce
availability of linking pipelines, investors will have a hard time
sustaining their gas operations and transporting the flare gas.
Even if they are able to transport it, the prevailing condition
raises the issue of the security of the gas; transportation and
supply can be disrupted at any point, and this has a negative
effect on the expected returns. To curb this will require
additional investment in building and maintaining the
necessary infrastructure which is a high capital-intensive
project on its own.
In addition, given the place of oil companies' assets in the
production of flare gas for commercialization, how will the
federal government guarantee profitable investments for the
off takers? It seems that this will depend largely on the
federal government's willingness to share or give up the
offtake tariff received from the flare gas licensees to oil
companies in order to ensure the supply of the flare gas and
make it profitable. Also, how does the federal government
intend to deal with oil companies having existing gas supply
obligations to their private off takers? Would it mean that this
would be stopped, and oil companies would no longer have
the rights to commercialize flare gas produced for their own
existing off takers?
Conclusion
The NGFCP is a tremendous policy that would benefit the
Nigerian economy if properly implemented. Nonetheless,
there is still a lot to be ironed out with the contract
arrangement, viability and total implementation of the policy.
Because of its great economic and environmental potentials,
great level of attention should be placed on the programme
to achieve its desired goals.
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