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ArmorGroup Nigeria Daily Report 

DATE: 20 June 2008 

 
EXECUTIVE SUMMARY 
 

·  MEND Release US Maritime Oil Worker 
·  Implications of MEND Deep Offshore Excursion 
·  Impact on Deep Shore Operations 
·  Federal Government Reaction 
·  Nigeria May Face Possible US OPEC Sanctions  
·  UN Comments on Bakassi Issue 
·  Gross External Reserves Rise 

 
 
MILITANCY 
 
MEND Release US Maritime Oil Worker 
 
Deep Offshore Attack.  Militants from Nigeria's oil-producing Niger Delta said they released an 
American oil worker captured during an attack on a deep offshore oil field earlier on Thursday 
19 June (see DR 190608). The Movement for the Emancipation of the Niger Delta (MEND) said 
US captain Jack Stone, reportedly from oil services company Tidex, was freed at 1645 GMT.  
 
Comment:  MEND said in an e-mail to the media, authenticated by Jomo Gbomo, that it 
captured the American, Mr. Jack Stone, to forestall any attempt by military authorities to dismiss 
their Bonga field incident as a mere accident. The militant group also claimed responsibility for 
the attack, which reportedly caused the SPDC to suspend operations at the fields and review its 
operating procedures. In their initial email they made it clear that they would release the 
hostage at the earliest opportunity and have now apparently made good their promise, which 
could also be linked into a local political policy agreement in Bayelsa State and amongst other 
militant leaders not to hold foreign workers hostage, as was the case for much of 2006-7. 
�
Implications of MEND Deep Offshore Excursion �

Strategic Security Re-Evaluation.  The physical manifestation of MEND’s long held 
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commitment to conduct a ‘spectacular’ mission to threaten Nigeria’s deep offshore oil and gas 
industry arguably came to fruition yesterday 19 June (see DR 190608). Threat is a combination, 
amongst other things, of intent, capability and causing effect. In this respect the militant group, 
although perhaps not achieving all its tactical aims yesterday, demonstrated its operational 
intent and capability to conduct offensive missions within Nigeria’s deep offshore fields, which in 
turn has scored a strategic effect on the industry, plus its major stakeholders. Nigeria's valuable 
offshore oilfields had reportedly always been considered by some industry experts as too 
difficult for most militants to target. The immediate repercussions of the militant sortie will no 
doubt be a review of security procedures by all industry operators now threatened by MEND’s 
demonstration of increased capability, as corporate boards review their duty of care obligations 
to staff and defensive arrangements to protect their assets and investments. This effect of the 
attack comes at a time when the Federal Government (FG) is trying to revive its blighted Niger 
Delta peace and reconciliation process and three days after the Presidency pledged to grant 
amnesty to militants ready to lay down their arms (see DR 180608).  

Deep Offshore Operations.  The immediate impact of yesterday’s MEND attack was a 
statement by the oil company Royal Dutch Shell. It said it had temporarily stopped production at 
its main offshore oilfield in Nigeria, surrounding the Bonga oil platform about 120km (75 miles) 
off the coast of the Niger Delta, following the overnight militant attack. This seems a sensible 
precaution to inspect for any collateral damage that may have occurred to equipments within 
the field, due to the actual assault or emergency shutdown procedures. It is reportedly the first 
attack on the oilfield, which normally produces about 200,000 barrels a day. Therefore the 
shutdown has apparently cut a tenth of Nigeria's total output in one go, which comes on top of a 
reduction of at least 20% in recent years following inland attacks.  
�
Federal Government Reaction.  Following the production stoppage in the Bonga oil field 
facility by Shell and the spate of attacks on oil facilities in the Niger Delta, the House of 
Representatives has reportedly summoned the Minister of State for Petroleum, Odein 
Ajumogobia, the Minister of Defence, Yayale Ahmed, and the National Security Adviser 
General, Sarki Murkthar (retired), to appear before its Petroleum Resources Committee 
(Upstream). The House also apparently invited the Chief of Defence Staff, the Group Managing 
Director of the NNPC as well as the Managing Directors of Shell, Chevron, Total, Exxon Mobil, 
Addax and Agip to appear before the committee on Monday, 23 June by 10 am. The Chairman 
of the committee, the Honourable Tam Brisibe, said the invitation had become necessary 
against the background that “this facility produces 200,000 bpd – approximately 10 percent of 
our National daily production.”  
�
Comment 1:  The strategic importance of the Nigerian oil industry, in particular the growing 
deep offshore, with the Bonga field of common interest to Britain, the United States, France, 
and Italy, which own Shell, ExxonMobil, Elf, and Agip respectively, should not be 
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underestimated. This factor now comes more starkly into profile as the extent of the MEND 
action becomes clearer. MEND has a achieved a significant international coup, without it seems 
any loss of life or significant damage, to grab attention by adding significantly to the already 
important effect the group is having on the Nigerian economy, let alone OPEC quotas and 
international prices. Also, because of them, pressure is now increased on the FG to 
demonstrate that it is actually capable of resolving the expanding crisis. For example, the 
fundamental demand before MEND join the FG ceasefire, that their leader, Henry Okah, be 
released, could now achieve greater prominence. However, the militant group, barring any 
spectacular military interdiction against them, which is unlikely, would now seem to be in a 
strong position to exact further demands. �

Comment 2:  With the MEND action, Nigeria's crude export, on top of existing losses, has now 
dropped, albeit it temporarily, by some 225,000 barrels per day. The Minister of State for 
Finance, Mr. Remi Babalola, said yesterday that Nigeria now loses N9.912 billion ($84 million) 
daily to militant activities. Speaking to journalists in the margins of a National Council of State 
(NCS) meeting at the Presidential Villa, Abuja, Babalola said that with a forced oil cut through 
the destruction of pipelines by the gunmen, Nigeria's production capacity had come down to 1.8 
million from 2.4 million barrels per day. The consequence, he said, is that the country's 
expected revenue has been reduced from $336 million daily to $252 million (calculated at the 
rate of $140 per barrel). On the windfall arising from the high price of crude in the international 
market, Babalola said that with the price hovering at about $140 per barrel, the nation rakes in 
about $145.8 million daily. The shut-in is already taking its toll on international oil prices, as 
crude delivery for July reportedly rose by 91 cents, (about 0.7 per cent) to $137.59 a barrel at 
9:04 a.m. yesterday. Brent crude oil for August settlement increased 76 cents, (0.6 per cent) to 
$137.20 a barrel on London's ICE Futures Europe Exchange. Violence in the Niger Delta region 
has reduced Nigeria's total oil production by a quarter since January 2006. The country has a 
nominal output capacity of 3.2 million bpd but its actual production is running short of this level.  

Comment 3:  According to the Offshore-Technology website, the Bonga field was reportedly 
discovered in 1995, with production begun in 2005 and expected to last until 2019. Located 
some 120Km off the Nigerian coast, it is said to be capable of producing 200,000 barrels of oil 
and 150 million sq ft of gas per day, with oil and gas drawn up from 16 well heads on the ocean 
floor to a processing tanker (FPSO). The site, like other deep offshore fields, represents a 
significant investment and as such can legitimately be considered a strategic target for any 
aggressor. This applies to similar sites, which are also now within operational range of the 
militants. 
�
ArmorGroup firmly recommends  that the security procedures already in place to mitigate 
threat risk are maintained and reviewed to reflect the continuing high threat and probability of 
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armed attacks on oil industry installations, kidnapping workers and other criminal activity. 
Contingency and Crisis Management Plans should be reviewed and confirmed to acknowledge 
that, despite enhanced JTF operations and the FG peace and reconciliation initiative, certain 
militant elements have clearly demonstrated that they have both the intention and the 
operational capability to carry out their threat to resume hostile actions. This is most likely in 
order to press their political and various other demands concerning the Niger Delta, or just to 
engage in opportunist criminal activity. Most threat frictions in the Niger Delta, as elsewhere, for 
example in Lagos and Abuja, can be mitigated by adopting an appropriate and professionally 
endorsed range of security precautions. 
 
 
EXTERNAL RELATIONS 
 
Nigeria May Face Possible US OPEC Sanctions  
 
WTO Complaint.  Nigeria may reportedly face sanctions if the United States (US) takes a step 
its lawmakers have proposed against the Organisation of Petroleum Exporting Countries 
(OPEC). As the price of petrol and energy continues to rise, 11 Senators have reportedly 
sponsored a Bill authorising President George Bush to file a complaint with the World Trade 
Organisation (WTO) against eight members of the OPEC for violating trade rules by colluding to 
hold down global oil supplies. Countries apparently targeted by the legislation are Angola, 
Ecuador, Nigeria, Saudi Arabia, Venezuela, Kuwait, Qatar, and the United Arab Emirates. 
"These eight countries operating as an illegal cartel have refused to increase production, 
reduced the supply of oil on the market and driven up the gas prices that consumers pay at the 
pump," the Senators said in a statement. The Senators, 10 Democrats and one independent, 
maintained that "the very existence of the OPEC" violates the General Agreement on Trade and 
Tariff (GATT) that prohibits nations from setting quotas or imposing other restrictions on 
exports. "The refusal of OPEC nations who are members of the WTO to play by these rules is 
inexcusable, and they must be held accountable," the Senators argued in a letter to U.S. Trade 
Representative Susan Schwab. 
 
Comment 1:  OPEC members have for years gathered periodically to establish production 
quotas. Despite the current surge in oil prices, now well over $100 per barrel, and growing 
global demand, OPEC members have reportedly refused to raise production. Thirteen OPEC 
members account for about 40 per cent of world oil output. Members of Congress increasingly 
have targeted the OPEC for criticism as they look for ways to respond to public anger over the 
$4 price of a gallon of petrol and the record high oil prices. Congressional Democrats also have 
apparently been considering legislation that would authorise the Justice Department to take 
anti-trust (monopoly) action against OPEC nations in U.S. courts. 
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Comment 2:  As the oil-producing countries converge on Jeddah, Saudi Arabia, this weekend 
to discuss ways of forcing down crude oil price, President George W Bush of the United States 
has called on the American Congress to end a 27-year ban on drilling for oil in coastal waters. 
This, he said, would reduce dependence on imports as existing restrictions on offshore drilling 
were "outdated and counter-productive". US consumers are calling for action to tackle high oil 
prices that have pushed prices at the pump to more than $4 a gallon. Already, it appears US 
energy needs will be a key issue in November's presidential poll. Republican John McCain 
favours offshore oil drilling while his Democratic rival, Barack Obama, opposes it. Since 1981, a 
congressional moratorium has prohibited oil and gas drilling along the east and west US coasts 
and in the eastern Gulf of Mexico, an area accounting for some 80 per cent of the US's Outer 
Continental Shelf. The federal ban was enacted in part to protect tourism and lessen the chance 
of oil spills washing on to beaches. Last Friday, the Saudi oil minister Ali al-Naimi apparently 
said current elevated oil prices were unjustified. The coming Sunday meeting of oil exporters 
and importers would seek a solution to the unprecedented high prices, the Saudi state news 
agency said. 
 
UN Comments on Bakassi Issue 
 
Land and Maritime Disputes.  The United Nations (UN) has vowed to leave no stone unturned 
in ensuring that all the maritime and land disputes between Nigeria and Cameroon are solved 
peacefully. Speaking at the 22nd Session of the Cameroon-Nigeria Mixed Commission (CNMC) 
yesterday in Abuja, the Special Representative of the UN for West Africa and Chairman CNMC, 
Said Djinnit, also commended the efforts made by the two governments to finalize the 
judgement of the International Court of Justice of 10 October 2002 and the Green Tree 
Agreement, as well as addressing outstanding issues including the transfer of authority of the 
‘Zone’. According to him, mandate entrusted to the Mixed Commission in 2002 by the leaders of 
the two countries and UN-Secretary-General, has been implemented according to expectation, 
adding that the withdrawals and transfers of authority in the Lake Chad area and in the Bakassi 
Peninsula has made steady progress, 

Comment:  Bakassi is a long-disputed peninsula in the oil-rich Gulf of Guinea which is due to 
be officially ceded from Nigeria to Cameroun this August under UN supervision in line with the 
ratification of an International Court of Justice ruling. The 2006 process started by President 
Obasanjo has received strong criticism in the Nigerian Senate as being unconstitutional. About 
90 percent of Bakassi's population are Nigerian fishermen and their families, some of whom 
criticise resettlement land deal arrangements offered in Cross River State. The waters off 
Bakassi are known to contain oil deposits and the peninsula lies just east of the Niger Delta. 
The Niger Delta is notoriously unstable with the fear of piracy and seaborne attacks spreading 
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in recent months, causing concern in neighbouring states and calls for greater maritime security 
in the Gulf of Guinea region. Any volatility in the area risks threatening the Cross River 
approaches to Calabar and local maritime area and reaction to the formal handover on 14 
August requires monitoring. People living there are reported to be bitterly opposed to the 
handover and many complain they have not benefited from the Bakassi's oil revenue, a 
grievance that is also one of the main reasons for the unrest in the Niger Delta.  

 
ECONOMY 
 
Gross External Reserves Rise 
 
Attributed to Boom in Oil Prices.  The Central Bank of Nigeria (CBN) disclosed this week that 
the country's gross external reserves rose by $1.686 billion or 2.85 per cent from its level of 
$59.162 billion by 28 May to $60.848 billion by 12 June 2008. The increase in the reserves is 
attributable to the boom in the oil prices in the international market, which recently peaked at 
$139 per barrel. According to the CBN, the current level of reserves could finance about 25 
months of import commitments, compared with the 2007 corresponding period level of 20 
months. The Excess Crude Proceeds accounts for $18 billion or 29.6 per cent of the current 
level of reserves. 
 
Comment:  The reserves are expected to further rise in the future due to rising oil prices and 
the move by the Federal Government for the constitutional review of revenue sharing by the 
three tiers of government to encourage some savings. The Minister of State for Finance, Remi 
Babalola, reportedly said that the current constitution encouraged the sharing of all revenue into 
the Federation. There is a debate in Nigeria currently as to the legality of the Excess Crude 
Account, with moves to remove anomalies and to constitute a Sovereign Wealth Fund and 
criteria for related investments. 
 
 
CONTACT 
 
If you have any constructive comments, feedback or suggestions regarding these 
reports, please contact the author: 
 
Chris Terrington 
 
Information Analyst 
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cterrington@armorgroup.com  
 
Mobile: 08059029863 

 


