FEDERAL MINISTRY OF PETROLEUM RESOURCES

OFFICE OF THE HONOURABLE MINISTER

Block D, 11th Floor, NNPC Towers, Herbert Macaulay Way,
Central Business District, PM.B. 449, Abuja.

PRIVATE AND CONFIDENTIAL
HMPR/001/140510/013 May 14, 2010

His Excellency

Dr. Goodluck Ebele Jonathan, GCFR

The President, Commander-in-Chief of the Armed Forces
Federal Republic of Nigeria

Presidential Villa

Aso Rock, Abuja.

The above subject matter respectfully refers.

Your Excellency may recall that on June 10, 2009, Late President Umaru Musa
Yar’adua relayed a Presidential directive to remove subsidy.

However, the then Minister of Petroleum Resources, Late Dr. Rilwanu
Lukman, did not implement this Presidential directive as it was never
gazetted nor published in any section of the media as required by law.
Consequently, the subsidy on DPK has remained in practice and NNPC has
continued to subsidize this product. (see attached Appendices 2, 3, and 3a).

As a result of this lack of clarity, the sector has been bedeviled with

uncertainty, which has led to withdrawal of marketers thus forcing NNPC to
step in and take responsibility for importation of DPK.

Tel: 09 - 460 84910




Your Excellency Sir, I respectfully seek your clariﬁcétion as to whether or not
the subsidy on DPK is still in force. -

Please accept, Your Excellency, the assurance of my highest regards and
loyalty at all times.
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Reference:  SH/PSP/24/A/2054 11 January, 2010

The Honourable Minister of Finance,
Federal Ministry of Finance

Finance Complex,

Abuja.

I write with reference to a letter reference GMD.51 dated December 16.
2009 from the GMD NNPC to the Honourable Minister of Finance on the
above subject matter which was copied to the Priucipal Secretary to the
President, C-in-C,

2. The GMD acknowledges in the letter thal Mr. President gave a
directive for the immediate implementation of the eliminalicn of the
existing subsidy on Kerosene effective June 15, 2009. ‘This directive was

- conveyed to all institutions concerned with jts implementation.

3. The Principal Secretary is not aware of any information regarding the
reversal of the directive by Mr. President and has not conveyed any such
information subsequently.

4. In the above captioned letter under reference, the GMD requests the
Honourable Minister to approve the subsidy claim of NNPC on Kcrosene
inspite of the subsisting Presidential directive to the contrary. ‘This
appears in my view, to be asking the Honourable Minister of Finance to

overrule Mr. President which I consider inadvisable.

5. Please accept Honourable Minister, as always, the expression of my
esteemed regards. ’ '
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“DAVID EDEVBIE
Principal Secxetary to the President, C-in-C'
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Dec. 16 2009 E
Telephone: 09 - 234820017 Date:

® *

Dr. Mansur Mukhtar
Honeyrable Minister of Finance
Federal Ministry of Finance
Finance Complex

Abuja | _ N
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call the following sequence
the implementation of
sidy on the consumption

of events that led to the
the Presidentia] directive
of Kerosene:

. Government decision to delay
seeking to eliminate existing sub

EXECUTIVE BOARD:
Dr. Rilwan Lukman (Minister of Petroley

m). Mr. Odein Ajumogobia (Minister of State for Petroleum),
Mr. Mohammed Sanusi Barklndo(GMD). Mr. Augustine O. Oniwon (GED, R&P). Mr. Philip O, Chitlewn team=m «
Dr. Attahir B.Yusuf (GED, C8). Mr. Michasl & armtemmee. reaen (SED,



Howevar, effechve October 70, ?0'03, the Federal Government in a major P
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N201bn in Februaty 2005 and December 2008 respectively, & """z@;g i

2) His Excellency, Mr, President recognized the need to address the subsi '
by appointing a high powered Presidential Committee on Pe
Deregulation and ¢harged it with the task of providing a lasting“s‘oﬁ-l
problems enuinerated above. The Committee recommended. and M. p,
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6) Subsequently, several other meetings were held on the dereg'ulaﬁt#: issue and in
each of these meetings, NNPC hag always made its position clear: that the
Corporation is fully behind the deregulation efforts of the Government: that it is

ready to implement the decision to eliminate subsidy on Kerosene if specifically

directed to do so; and that until the

price of Kerosene is deregulated it is entitleq
to claim subsidy on Kerosene,

THE ISSUES

There are two critical issues for NNEC in regards to the claim for subsidy on
Kerosene;

PSP that NNPC wilfully disregarded the
divectives of Mr. President by not eliminating subsidy on Kerosene effective
June 15, 2009.

2) The premature conclusion of the PSP that NNPC should not be entifled to

ctive June 15, 2009, on the ground that we

NOTATIONS AND PRAYERS:
The Honourable Ministey is requested to graciously NOTE that:

° Subsidy on petrolewm products has been a regular feature of Nigeria’s fiscal
policy instrument since the discovery of oil in the country,

o From October 10, 2003 to February 28, 2009 NNPC incurred losses of ¥1.156
trillion from supplying petroleum

Pproducts to the nation at regulated Pprices.
Since then NNPC has been making a case for relief from this burden,

the Presidential Aivectiveivoff's ¢
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Telephone: 09 - 2348200.17
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Mr. Mohammed Sanusi Barkinda/G3Mmy aae 4. -

TRED), R
NIGERIAN NATIONAL PET%EW REOR

CENTRAL BUSINESS DISTRICT, HERBERT MACAULAY WAY,

Dr. Mansur Mukhtar
Honourable Minister of Finance,
Federal Ministry of Finance,
Finance Complex,

Abuja,

RLENDORSEMENT OF ACTION PLAN ON THE D}
DOWNSTREAM PETROLEUM SUB ECTOR - SUBSIDY FOR

Consequently, NNPC continued the sale of the product (Key
resulted in NNPC ot recovering subsidy for Kerosene §

August 2009. From August to December 2009, NNPC sy

osene) at subsidized price. Thi ims
upplied to the Nigerian mark slhve,
pplied a total of 781,606,925.8% Jesk "
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with an estimated subsidy of 242,020,387 1,455.2] ag highlighted below. ¥ *

D %
EXECUTIVE BOARD: -

Dr. Rilwan Lukman (Minister of Petroleum).' Mr, Odein Ajumogobia Minietar ~e meee - - '
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MONTE. VOLUME (Litres) Estimated Subsidy (@) q
| - [August 2009 160,108,636.69 8,429,719,721 62
Septermber 2009 108,727,455.76 5,389,610,082.02 ﬁ
Ootober 2009 232,145,604.77 12,396,575,204.61
_ November 2009 120,606,591.95 6,856,484,752.47 q
_¥.... .. [December 2009 43 | 160,108,636.69. 8,948.471,70449 ~ -
T ¢t TOTAL 781,696,935.86 42,020,871,45821 - .~ a

#|

The refusal to honour our subsidy claims for Kerosene has placed serious burden on ou:,ﬁnar{cial |
resources with the attendant inability to settle petroleum products import bills as and when due, As E‘

at 120 Bebruary 2010, the Corporation owes a total 1US$3,602,935,503.17 on products import out
of which US$851,513,231.51 is for Kerosene.

NOTATION
The Honourable Minister is invited to graciously note that:

To address subsidy burden, Mr. President directed for complete deregulation ofg
downstream sector,

The Action Plan of the Presidential Implémentation Committee on Deregulation in Iuneg
2009 included elimination of subsidy on Kerosene.

Ina strategic move at a subsequent mesting in the office of the Honourable Minister ofE

Petroleumn Resources, NNPC was directed to delay the subsidy removal in Kerosene along

with FGIN's directive to reduce price of petrol from 70/ltr to M65/1tr.

NNPC has continued the sale of Kerosene to the public at a subsidized price.

Between August and December 2009, NNPC has supplied over 780 million litres of
Kerosene to the Nigerian market.

BEstimated subsidy due to NNPC for the period August to December 2009, based :ma
PPPRA’s template stood at 3442,020,871,455.21 which has not been reimbursed to NNPC.
NNPC is still selling Kerosene at subsidized price to the Nigerian public, 1
NNPC’s financial resources have been impacted negatively as a result non recovery of
subsidy. g

PRAYER

Tn view of the above and in line with the prayer in our earlier memorandum under reference, the

Honourable Minister is invited to kindly consider,seek and obtain Presidential approval for the
following:

e NNPC to continue to claim subsidy on the sale of Kerosene from PSF until the f\:lllﬁ

deregulation of price of Kerosene.

o Direct the Petrolenm Products Pricing Regulatory Agency (PPPRA) to honour NNPC’*%

Above is most respectfully submitted for your kind consideration and approval.

request for reimbursement in respect of claims for subsidy on Kerosene with effect from
August 2009.

Direct PPPRA to review, verify and certify all NNPC’s claims and approve such
authenticated claims immediately to ameliorate the current financial burden of NNPC.
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Group Ménaging Director

CC: Honourable Minister of Petroleum- -

“  Honourable Minister of State, Petroleumms:
“  Honourable Minister of State, Finan

“  Chief Economic Adviser,
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Cablegram NAPETCOR .
Telephone: 08 - 2348200 - 17

Dr. Olusegun Oluwgtoyin Agasss
Honourable MinisteR &f-Finangs gy
Federal Ministry of Finance, [
Finance Complex, .

Abuja.
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Ina subsequent meeting in-;ﬁigﬁ,gﬂice,ufﬁén?uﬁblg Mjn}_stgrb OF Petroleum Resources wi'chg

Honourable Minister of Finarfé’é,ﬂﬂqp"guﬁbgs W,gf ate Petroleum Resources, chief

( Economic Adviser to the Presldent.anq%r:gﬁio Director of NNPC in attendance,s

however, NNPC was directed to delay 61 of the decision to remoye subsidy on
kerosene. This unanimous decision w

public over the eventual goal of deregulati

Consequently, NNPC ¢ontinued the sale
Howevér, the Corporation has not been ab|
Nigerian market since August 2009. From
of 1,512,873,07_6.1blltres of kerosene,
N85,972,323;796.97 as highlighted below.

August 2009 to March 2010,

rosene supplied to the E
With an estimated unre

NNPC supplied a total
covered subsidy of

EXECUTIVE BOARD: E
Mrs. Diezani Alison - Madueke (Minister of Petroleum) Shehu Ladan (GMD)

Mr. Augustine O. Oniwan (GED, R & P). Mr. Philip O. Chukwu (GED, E&P), Dr, Attahir B. Yusuf (GED, C8)
Mr. Michael A, Arokodare (GE\EAD. F&l\'). Mr. Aminu A. Babakusa (GED. C&I
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. August 205 N 160,108,536 .89 N 8.429,719,721.65 Sy

jﬁ September 2¢0g

108,727,455.76 | 5:389,615,982.0
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October 2004 232,145,604.75 '2,396,575,294.61
c November 2009 120,606,591.95

- 6,856,484.75247
Decemberzoog 150.108,636.69 \\
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8.948,471.704-49
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® To address subsidy burden, . President directed for complete dere
downstream sector,
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dy on kerosene
¢ Ina strategic move ata subsequent Meeting in the office of the Honourable Minister of
& # Petroleum Resources NNPC was directed to delay the Subsidy remoya] in kerosene along
with FGN’g directive to reduce price of petro| from N70/Itr to NE5/Itr

ﬁ ®  NNPC has continued the saje of kerosene to the public at a subsidized price

| " Between August and March 2004 NNPC has Supplied oyer L512milifon Iitreg of kerosene
Bk to the Nigerian market,

*  Estimated subsidy dye to NNPC for the Period August to March 2009, based o PPPRA’s

é; template stooq at N85,97z,323,796




In view of the above and in iine with th

reférenc'e, the'Homourable Minister is invited to Kindly consider, seek and ob
dpproval for the following:
®

€ Prayers in our earlie, mem

NNPC to continue to claim erosene from PSF iy the ﬂ."a
deregulation of price of kerosene,
° Direct PPPRA fo..review, verify ang certi

: ' ubsld'j.'at; ke}osene- with effect frora
August 2004, % - e

Above is most respectfully submitted for your kind consideration ang approval,

Please accept, Honourable Minister, the assurances of my highest consideration ang esteem,

Yours sincerely,

MallamN\§hehu Lzﬁa/n
Group M naging Director

Honourable Minister of Petroleum Resources
Honourable Minister of State, Finance
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