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PETROLEUM INDUSTRY ACT, 2021
ACT No. 6

ANACT 1o PrOVIDE LEGAL, GOVERNANCE, REGULATORY AND FiscaL
FraMEWORK FOR THE NIGERIAN PETROLEUM INDUSTRY, THE DEVELOPMENT
oF Host COMMUNITIES ; AND FOR RELATED MATTERS

[16th Day of August, 2021]

Enactep by the National Assembly of the Federal Republic of Nigeria—

CHAPTER 1—GOVERNANCE AND INSTITUTIONS
ParRT |—OBJECTIVES AND APPLICATION
1. The property and ownership of petroleum within Nigeria and its

territorial waters, continental shelf and exclusive economic zoneisvested in
the Government of the Federation of Nigeria.

2. The objectives of this Chapter are to—
(a) create efficient and effective governing institutions, with clear and
separate roles for the petroleum industry ;

(b) establish a framework for the creation of a commercialy oriented
and profit-driven national petroleum company ;

(c) promote transparency, good governance and accountability in the
administration of the petroleum resources of Nigeria;

(d) foster abusiness environment conducivefor petroleum operations; and
(e) deepen local content practicein Nigeria oil and gasindustry.

PART I|—MINISTER OF PETROLEUM
3. (1)—The Minister shall—
(&) formulate, monitor and administer government policy in the petroleum
industry ;

(b) exercise general supervision over the affairs and operations of the
petroleum industry in accordance with the provisions of thisAct ;

(c) report developmentsin the petroleum industry to the government ;
(d) represent Nigeriaat international organi sations on petroleum matters;

(e) promote an enabling environment for investment in the Nigerian
petroleum industry ;

(f ) negotiate treaties or other international agreements on matters
pertaining to petroleum on behalf of the Government ;
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First
Schedule.

Establishment
of the
Nigerian
Upstream
Petroleum
Regulatory
Commission.

(g) upon the recommendation of the Commission, grant petroleum
prospecting licences and petroleum mining leases through the processes
established in thisAct;

(h) upon the recommendation of the Commission and pursuant to the
provisions of this Act and the regulations, revoke and assign interestsin
petroleum prospecting licences and petroleum mining leases;;

(i) delegate in writing to the Chief Executive of the Commission or
Authority any power conferred on the Minister by or under thisAct ;

(1) upon the recommendation of the Commission or Authority approve
the fees for services rendered by the Commission or Authority in
regulations; and

(K) upon the recommendation of the Commission or theAuthority, direct

in writing the suspension of petroleum operationsin any area—

(i) until arrangementsto prevent danger to life or property have been
made to his satisfaction, or

(i) wherein hisopinion, acontravention of thisAct or any regulation
made under thisAct has occurred or is likely to occur.

(2) The Minister may order a cutback of the levels of crude oil or
condensate production in the context of international oil pricing agreements
supported by Nigeria.

(3) The Minister shall have rights of pre-emption of petroleum and
petroleum products marketed under any licence or lease in the event of a
national emergency under the First Schedule to thisAct.

(4) The Minister shall give general policy directivesto the Commission
on matters concerning upstream petrol eum operations and to the Authority on
matters relating to midstream and downstream petroleum operations as well
as matters related to co-operation among the two entities in line with the
provisionsof thisAct and the Commission and the Authority shall comply with
such directives.

(5) The Minister shall cause the general policy directivesissued under
subsection (4) to be published in the Federal Government Gazette.

PaRT 111—THE CoMMISSION

4—(1) Thereisestablished the Nigerian Upstream Petroleum Regulatory
Commission (in thisAct referred to as “the Commission™) which shall be a
body corporate with perpetual succession and a common seal.

(2) The Commission shall havethe power to acquire, hold and dispose of
property, sue and be sued in its own name.
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(3) The Commission shall beresponsiblefor thetechnical and commercia
regulation of upstream petroleum operations.

5. The objects and functions of the Commissioninthis Part arelimited Application

to upstream petroleum operations. of this Part.
6. The objectives of the Commission shall be to— Objectives
of the

(a) regulate upstream petroleum operationsincluding technical, operational  commission.
and commercial activities;

(b) ensure compliancewith all applicablelawsand regulationsgoverning
upstream petroleum operations;;

(c) ensurethat upstream petroleum operations are carried out in amanner
to minimise waste and achieve optimal government revenues ;

(d) promote healthy, safe, efficient and effective conduct of upstream
petroleum operations in an environmentally acceptable and sustainable
manner ;

(e) ensure efficient, safe, effective and sustainable infrastructural
devel opment of upstream petroleum operations;;

(f) determine, administer and ensuretheimplementati on and maintenance
of technical standards, codes, practices and specifications applicable to
upstream petroleum operations pursuant to good international petroleum
industry practices;;

(g) implement government policies for upstream petroleum operations
asdirected by the Minister of Petroleum in accordance with the provisions
of thisAct ;

(h) promote an enabling environment for investment in upstream
petroleum operations;

(i) ensure strict implementation of environmental policies, laws and
regulationsfor upstream petroleum operations;

(j) ensure theimplementation of national policiesfor upstream petroleum
operations ; and

(k) implement such other policies and objectives as are consistent with
the provisions of thisAct.

7. Thetechnical regulatory functions of the Commissionincludeto—  Technical

. . . . regulatory
(a) enforce, administer and implement laws, regulations and policies ¢, tions of

relating to upstream petroleum operations ; the

(b) ensure compliance with applicable national and international ~Commission.
petroleum industry policies, standards and practices for upstream
petroleum operations ;



A 134

2021 No. 6 Petroleum Industry Act, 2021

(c) establish, monitor, regulate and enforce health, safety and
environmental measures and standards relating to upstream petroleum
operationsincluding—

(i) management of petroleum reserves and installations, and
(ii) exploration, development and production activitieswithin theonshore,
frontier, shallow water and deep offshore acreages of Nigeria;

(d) administer, monitor and enforce compliance with the terms and
conditions of leases and licences granted and permits and authorisations
issued to a company in respect of upstream petroleum operations ;

(e) set, defineand enforce approved standards and regulationsfor design,
construction, fabrication, operation and maintenance of plants, installations
andfacilitiesused or to be used in upstream petroleum operationsincluding—

(i) crude oil and natural gas evaluation and management,
(ii) upstream natural gas gathering,
(iii) natural gastreatment, and
(iv) the elimination of natural gasflaring and venting ;
(f) keep public registers of —
(i) licences and leases granted by the Minister and permits and other
authorisationsissued by the Commission,
(ii) beneficial ownership, and
(iti) award, renewal, assignment, amendment, suspension and
revocation ;
(g) carry out enquiries, tests, audits or investigations and take other steps
to monitor the activities of licensees, lessees or permit holders;;
(h) establish and enforce standards relating to upstream petroleum
operations;
(i) undertake evaluation of national reserves and develop policies for
prudent reservoir management practices ;

(j) maintain a Nigerian petroleum industry data bank comprising of
materials, information and dataacquired by, or submitted to, the Commission
in the exercise of its statutory and regulatory functions;;

(K) require lessees, licensees and permit holders to furnish and publish
specified information relating to upstream petroleum operationsin thisAct
and the National Data Repository Regulation, 2020 ;

(1) supervise and ensure accurate calibration and certification of
equipment used for metering upstream petroleum operations, pursuant to
applicablelaws, and issue certificatesof quality and quantity for petroleum
produced ;
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(m) publish reports and statistics on upstream petroleum operations to
promote the growth of the petroleum industry ;

(n) advisethe Minister on fiscal, operational, technical and other matters
to enhance the upstream petroleum operations ;

(0) issue permits and other authorisations as may be necessary under an
upstream licence or lease, including—

(i) seismic operations,

(i) drilling operations, and

(iii) design, construction and operation of facilities for upstream
petroleum operations;

(p) establish specia laboratories to provide data storage and testing,
guality assurance and certification for upstream petroleum operations;

(g) perform technical evaluation and assessments regarding submissions
madeto the Commission by licensees, lessees or permit holdersinvolvedin
upstream petroleum operations;;

(r) keep records, data and reports obtained from upstream petroleum
operations, asmay berequired under any Act or regulation and givedirective
to any person, company or entity in that regard ;

(s) manage and administer data regarding unallocated acreage ;

(t) conduct bidding roundsfor the award of petroleum prospecting licences
and petroleum mining leases pursuant to this act and applicable regulations;

(u) when requested, provide assistance to parties conducting upstream
petroleum operation, where in the sole opinion of the Commission such
assistance is merited ;

(v) approvefield development plansfor upstream petroleum operations
aswell as monitor its execution ;

(w) compute, determine, assess and ensure payment of royalties, rents,
fees, and other charges for upstream petroleum operations as stipulated
under thisAct and any regulation ;

(X) establish parameters and codes of conduct for licensees, lessees or
permit holdersin the upstream petroleum operations;

(y) monitor thefinancial viability of licensees, lessees or permit holders
with respect to upstream petroleum operations ;

(2) develop, maintain and publish a database of upstream petroleum
operations;

(aa) subject to the confidentiality provisionsof section 83 (7) of thisAct,
shareinformation and data on the upstream petrol eum operationswith other
government entities which have functions with respect to the petroleum
sector ;



A 136

2021 No. 6 Petroleum Industry Act, 2021

Commercial
regulatory
functions of
the

Commission.

Functions of
the
Commission
for frontier
basins.

(bb) perform such other function as may be necessary to give effect to
the provisions of thisAct.

(cc) ensure and monitor performance of industry players and quality of
the provision of services of servicing companiesin the upstream petroleum
industry ;

(dd) conduct studiesrelating to the economy, efficiency and effectiveness
of the upstream petroleum industry ; and

(ee) issue certificates of quality and quantity to exporters of crude oil,
natural gas and petroleum products from integrated operations and crude oil
export terminals established prior to the effective date and the Commission
shall havethe power to monitor and regul ate the operations of crude oil export
terminalsand the responsibility of weightsand measures at the crude oil export
terminals shall cease to exist from the effective date.

8. The commercial regulatory functions of the Commission shall
be to—

(a) review and approve the commercial aspects of field development
plansin the upstream petroleum operations ;

(b) devel op cost studies and benchmarks for the evaluation of upstream
petroleum operationstaking into account petroleum industry specificissues,
includingfield size, reservoir depth, location of operations, technology applied,
production methods and petroleum quality ;

(c) alocate petroleum production quotas for the purpose of curtailing
export of petroleum in conjunction with NNPC Limited pursuant to
regulations; and

(d) wherein situfacilitiesor fixed or floating platformsor vesselsprovide
for fully integrated upstream and midstream petroleum operations, the
Commission shall consider and the Commission shall be in charge of such
integrated operations and petroleum operations may be considered integrated
wherethereisajoint use of utilities used exclusively for the upstream and
midstream operations.

9.—(1) Thefunctions of the Commission with respect to frontier basins
shall beto—
(a) promote the exploration of the frontier basins of Nigeria;

(b) develop exploration strategies and portfolio management for the
exploration of unassigned frontier acreagesin Nigeria;

(c) identify opportunities and increase information about the petroleum
resources base within frontier basinsin Nigeria; and

(d) undertake studies, analyse and eval uate unassigned frontier basinsin
Nigeria
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(2) Where dataacquired and interpreted under a petroleum exploration
licence, in the judgment of the Commission, require testing and drilling of
identifiable prospects and leads, and no commercial entity has publicly
expressed an intention of testing or drilling such prospects, the Commission
shall, in line with section 64 (k) of this Act, request the services of NNPC
Limited to drill or test such prospect and leads on a service fee basis to be
charged to the Frontier Exploration Fund under thisAct.

(3) Where commercial discovery is made under subsection (2), NNPC
limited shall have the first right of refusal in the award of the acreage for
subsequent development and other petroleum operations in such frontier
acreages under this Act.

(4) Thereshall be maintained, for the purpose of this section, aFrontier
Exploration Fund which shall be 30% of NNPC Limited’ s profit oil and profit
gas asin the production sharing, profit sharing and risk service contracts.

(5) NNPC Limited shall transfer the 30% of profit oil and profit gas
under subsection (4) to the Frontier Exploration Fund escrow account dedicated
for the development of frontier acreages and utilise the funds to carry out
exploration and development activities in the frontier acreages subject to
appropriation by the National Assembly.

10. The Commission shall have power to—
(a) enforce the provisions of any—

(i) regulation made with respect to upstream petroleum operations,

(i) regulations, policies or guidelines formerly administered by the
Department of Petroleum Resources or the Petroleum I nspectorate, with
respect to upstream petroleum operations, and

(i) enactmentswith respect to the upstream petroleum industry made
prior to the coming into force of this Act and any regulations made
pursuant to powers given under them ;

(b) seal up any premises, under section 217 of this Act, including any
facility or plant engaged in upstream petroleum operations, where there has
been a contravention of thisAct or any regulations made under thisAct ;

(c) ensure compliance with the Nuclear Safety and Radiation Protection
Act and such other legisl ative provisions as may be applicablein upstream
petroleum operations;

(d) set standards to promote the adoption of new technologies for
upstream petroleum operations;;

(e) regquirelessees, licenseesand permit holdersto publish specified and
non-proprietary information relating to upstream petroleum operations;

Powers of
the
Commission.

Cap N142,
LFN, 2004.
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(f) issueguidelinesin accordance with the provisions of thisAct or any
regulation in respect of upstream petroleum operations;

(g) recommend to the Minister the revocation or suspension of licences
or leases in accordance with this Act and approve renewal of leases;

(h) within thejurisdiction of the Commission, have accessto—
(i) areas or rights of way regarding licences, leases or any related

officesor buildingswhereinformation or dataare availablefor inspection
under thisAct ; and

(ii) dl ingtalationstowhich thisAct applies, including plantsand sations
of every description, for the purpose of inspecting the operations
conducted therein and enforcing the provisions of this Act and any
regulations made under it ;

(i) impose on a petroleum prospecting licence, petroleum exploration
licence or any petroleum mining lease to which this Act applies, special
terms and conditions consistent with thisAct at the grant or renewal of the
licence or lease ;

(j) renew licenses and leases subject to the provisions of thisAct ; and

(k) do such other things as are necessary and expedient for the effective
and discharge of any of its functions under thisAct.

Governing 11.—(1) Thereisestablished a Governing Board (inthisAct referred to
Boardof the  gs“the Board of the Commission”) which shall be responsible for the policy
Commission. - and general administration of the Commission.

(2) The Board of the Commission shall consist of —

(a) one non-executive chairman ;
(b) two non-executive commissioners ;

(c) the chief executive of the Commission (in this Act referred to as
“the Commission Chief Executive’) ;

(d) two other executive commissioners who are responsible for finance
and accounts and exploration and acreage management ;

(e) one representative of the Authority not below the rank of Director ;

(f ) one representative of the Ministry not below the rank of
Director ; and

(g) one representative of the Ministry of Finance not below the rank of
Director.

(3) Appointments to the Board of the Commission under subsection
(2) shall be made by the President subject to confirmation by the Senate,
except for the appointments of ex-officio members under subsection (2)

(e), (f) and (g).
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(4) A person appointed under subsection (2) (a) and (b) shall have at
least 15 years post-qualification cognate experience in petroleum or other
relevant sector of the economy and shall hold officefor aperiod of five years
and may be re-appointed for a further term of five years, on such terms and
conditions as may be specified in the | etter of appointment.

(5) Subject to subsection (4) of this section and section 18 (7) of this
Act, acommissioner shall hold office for five years and may be re-appointed
for a further term of five years.

(6) A non-executive commissioner shall hold office on part-time basis.

(7) The Board of the Commission may authorise in writing any
commissioner, committee of the Board of the Commission, the Commission
Chief Executiveor any other officer or employee of the Commission, to exercise
any power or carry out any duty or function of the Commission under thisAct
or regulation made under thisAct.

(8) The proceedings of the Board of the Commission and other ancillary
matters shall be as prescribed by regulation made under thisAct.

12. The Board of the Commission shall—

(a) beresponsible for the formulation of policy, supervision and giving
strategic direction to the Commission;

(b) provide general guidance for the carrying out of the functions of the
Commission;

(c) review and approvethe business, strategic and operating plans of the
Commission;;

(d) consider and approve the annual budget of the Commission before
submission to the National Assembly for appropriation ;

(e) approve the management accounts and audited accounts of the
Commission and consider the management | etter from the external auditors;

(f) determine the terms and conditions of service of employees of the
Commission;

(g) recommend remuneration, allowances, benefits and pensions of
employees of the Commission in consultation with the National Salaries,
Incomes and Wages Commission, having regard to the—

(i) specialised nature of work to be performed by the Commission,

(i) need to ensure the financial self-sufficiency of the
Commission, and

(iii) remuneration and all owances paid in the private sector in upstream
petroleum operations to individuals with equivalent responsibilities,
expertiseand skills;

Functions of
the Board

of the
Commission.
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(h) structure the Commission into such number of departments as it
deems fit for the effective performance of the functions of the
Commission ; and

(i) perform such other functions as may be necessary for the efficient
and effective administration of the Commission under thisAct.

Remuneration 13.—(1) Commissionersshall be paid from the funds of the Commission
and such remuneration and allowances as applicable.

allowances

of the Board (2) The Commission shall comply with the policy and guidelines of the
of the National Salaries, Incomes and Wages Commission regarding remunerations.
Commission.

Suspension 14. A member of the Board of the Commission may be suspended or

or removal removed from office by the President, where the member—
of members )
of the Board (a) isfound to be—

of the

Commission. (i) unqualified for appointment under section 11 of thisAct,

(ii) unqualified subsequent to his appointment, or
Act No 3, (iii) in breach of conflict of interest provisionsin the Companies and

2020. Allied MattersAct or any regulation regarding conflicts of interest passed
under thisAct ;

(b) ceases to be an employee of the ministry or agency he represents on
the Board of the Commission ;

(c) has demonstrated an inability to effectively discharge the duties of
hisoffice;

(d) has been absent from the meeting of the Board of the Commission
for three consecutive times without the consent of the Chairman or in the
case of the Chairman, without the consent of the President, except where
good reason is shown for the absence ;

(e) isfound guilty of serious misconduct by acourt or tribunal of competent
jurisdiction; or

(f) has, under the law in force in any country—

(i) been adjudged or declared bankrupt or insolvent and has not been
discharged,

(if) made an assignment to or arrangement or composition with his
creditors which has not been rescinded or set aside, or

(iii) been declared to be of unsound mind.

Resignation 15. A non-executive commissioner may resign hisappointment by giving

of anon- two-month’s written notice to the President.
executive
commissoner.
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16. A vacancy on the Board of the Commission shall occur, where a  Vacancy on
Comm| $ oner— the Board of
the
(a) dies; Commission.
(b) is removed from office in accordance with section 14 of thisAct ;
(c) resigns from office ;
(d) completes his tenure of office; or
(e) isincapacitated.
17. A vacancy on the Board of the Commission shall be filled by the Filling of
appointment of another person in accordance with section 11 of thisAct. vacancy on
the Board of
the
Commission.
18.—(1) The Commission Chief Executive is the accounting officer = Commission
and shall be responsible for the administration of the Commission. Chief
Executive
(2) There shall be six executive commissioners for the Commission and
with each responsible for one of the following— Executive
Commissonas

(a) Exploration and Acreage Management ;

(b) Development and Production ;

(c) Health, Safety, Environment and Community ;
(d) Economic Regulation and Strategic Planning ;
(e) Corporate Services and Administration ; and
(f) Finance and Accounts.

(3) A person to be appointed as Commission Chief Executive and asan
executive commissioner of the Commission shall have extensive managerial,
technical or professional knowledge of the upstream petroleum operations
with aminimum of 15 years post-qualification cognate experience.

(4) The Commission Chief Executive shall be appointed on such terms
and conditions as may be set out in the letter of appointment, except as
otherwise provided for in thisAct.

(5) An Executive Commissioner shall be appointed on such terms and
conditions as may be set out in the letter of appointment, except as otherwise
provided for inthisAct.

(6) The Commission Chief Executive shall be appointed for an initial
term of five years and may be re-appointed for a further term of five years,
subject to confirmation by the Senate.
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Act No 3,
2020.
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of the
Commission.

(7) The President may, not later than 90 days prior to the expiration of
the tenure of the Commission Chief Executive or an executive commissioner,
re-appoint the Commission Chief Executive or Executive Commissioner or
appoint another qualified person.

(8) A person shall not be appointed asa Commission Chief Executive or
an Executive Commissioner, where the person—

(a) islikely to bein breach of conflict of interest provisions under the
Companies and Allied Matters Act or regulation made under thisAct ;

(b) hasafinancial interest in any business connected, directly or indirectly
with the petroleum industry ;

(c) isengaged in any activity for remuneration or otherwise connected
with the petroleum industry ;

(d) isarelative of a person who has an interest or is engaged in any of
the activities under paragraphs (a)-(c), provided that—

(i) such person may be appointed Commission Chief Executive or an
Executive Commissioner if hedeclareshisinterest and makes appropriate
arrangements to ensure the avoidance of a conflict of interest,

(i) the President is satisfied that theinterest or activity shall not interfere
with the person’s impartial discharge of his duties as the Commission
Chief Executive or an executive commissioner, or

(iii) thefinancial interest isterminated prior to the appointment taking
effect ; or

(e) has, under the laws in force in any country—

(i) been adjudged or declared bankrupt or insolvent and has not been
discharged,

(ii) made an assignment to, or arrangement or composition with his
creditors, which has not been rescinded or set aside,

(iii) been declared to be of unsound mind,

(iv) been convicted of any criminal offence by a court of competent
jurisdiction except for traffic offences, or

(v) been disqualified or suspended from practising his profession by
the order of a competent authority.

19. TheBoard of the Commission shall determinethe number of persons
that shall be employees of the Commission.



Petroleum Industry Act, 2021 2021 No. 6 A 143

20.—(1) The employees of the Commission shall be subject to terms Termsand
and conditions of service set out by the Board of the Commission. conditions of

serviceinthe

(2) The terms and conditions of service referred to in subsection (1) Commission.
may provide for—

(a) the appointment, promotion, dismissal and discipline of employees;

(b) appeals by employees against dismissal or other disciplinary

measures ; and

(c) the grant of pensions, gratuities and other retirement benefits to

employees.

(3) In this section, “appointment” includes secondment, transfer and
contract appointments.

(4) Employees of the Commission shall be“public officers’” asdefined Cap. C23,
in the Constitution of the Federal Republic of Nigeria. LFN, 2004.

(5) Employment by the Commission shall be subject tothe provisionsof ~ Act No 4,
the Pension Reform Act and officers and employees of the Commission shall 2014
be entitled to pension and other retirement benefits as prescribed under the
Pensions Reform Act.

(6) Nothingin subsection (5) shall prevent the Commission from appointing
a person to an office on terms that preclude the grant of pension or other
retirement benefits in respect of that office.

21. The Board of the Commission, in consultation with the National Remuneration
Salaries, Incomes and Wages Commission, shall determine and periodically ad
review the remuneration and allowances payable to the employees of the jf'owa”wi
Commission, having regard to the— employees

il of the
Cogznsigs)gz r?I_lsed nature of work to be performed by the employees of the CommisSon.

(b) need to ensure the financial self-sufficiency of the Commission ; and

(c) remuneration and allowances paid within the petroleum industry to

individualswith equivalent responsibilities, expertiseand skills.

22.—(1) The Commission shall, not later than 30th of September of  Statement of
each year or such other date that the Minister responsible for Budget and estimated
National Planning may determine, prepare and present to the National gcc:n“;?gi
Assembly, astatement of estimated income and expenditure of the Commission ?he
for the next financial year. Commission.

(2) Notwithstanding the provisions of this section, the Commission may,
in each financial year, submit to the National Assembly, supplementary or
adjusted statements of estimated income and expenditure of the Commission.
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(3) Thefinancial year of the Commission shall beaperiod of 12 calendar
months commencing on the 1st of January in each year or such other date as
the Minister of Finance may determine.

23.—(1) The Board of the Commission shall appoint a Secretary,
who shall—
(a) bethe Legal Adviser to the Commission ;

(b) attend meetings of the Board of the Commission and keep minutes,
corporate records and the common seal of the Commission ; and

(c) carry out such administrative and other secretarial duties as the

Commission Chief Executive and the Board of the Commission may direct.

(2) The Secretary shall be alegal practitioner with a minimum of 10
years post-qualification experience.

24.—(1) The Commission shall maintain a Fund (inthisAct referred to
as “the Commission Fund”) into which money accruing to the Commission
shall be paid and all expenditures of the commission shall be subject to
appropriation by the National Assembly.

(2) The source of the Commission Fund shall be as follows—

(a) money appropriated by the National Assembly for the Commission;;

(b) fees charged by the Commission for services rendered to
licensees, lessees, permit holders and other authorisations issued by
the Commission;

(c) cost of collection by the Commission ;

(d) income derived from publications made by the Commission and
other related activities, including datasales;;

(e) fees paid to the Commission for using facilities owned or managed
by the Commission ; and

(f) money accruing to the Commission by way of grants, aids, gifts,
testamentary dispositions, endowments and contributions.

(3) The Commission Fund shall be applied—

(a) to meet approved budgetary obligations of the Commission ;

(b) to meet administrative and operating cost of the Commission ;

(c) to pay salaries, wages, fees or other remuneration or allowances,
pensions and other retirement benefits payable to employees of the
Commission;

(d) to acquire and maintain any property acquired by or vested in the
Commission;
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(e) for investments, as provided under the Trustee Investments Act or  cap. T22
any other applicablelegidation, subject to the approval of Minister responsible  LFN, 2004.

for Finance ; and

(f) in connection with any of the functions of the Commission under this
Act.

(4) The Commission shall ensure that money accruing from royalties
and rents charged under thisAct or any subsidiary legislation made under this
Act on royalties and rents are paid into the Federation Account.

(5) At the end of each financial year, any money that accrued to the
Commission Fund under subsection (2), which have not been utilised for the
purposes provided under subsection (3), shall be paid into the Consolidated
Revenue Fund.

(6) The Commission may accept grants of money or property on such
termsand conditions as may be specified by the person or organi sation making
the grant, provided that—

(a) thetermsand conditions of the grant are consi stent with the objectives
and functions of the Commission ; or

(b) no such grant is accepted from any person or organisation regulated
by the Commission.

(7) Nothing in subsection (6) or under this Act shall be construed as
authorising the Commission Chief Executive, commissioners, officer or
employee of the Commission to accept any grant for their personal use.

(8) The Commission shall keep proper accounts of its income and
expenditurefor each financial year and causeit to be audited within six months
after the end of each financial year by auditors appointed by the Commission
fromalist of auditors approved in accordance with guidelines, supplied by the
Auditor-General for the Federation.

(9) The Commission shall submit to the Minister—

(a) a mid-year report of its operations and finances not later than the
31st of August of each year ;

(b) an annual report of its operations and performance ; and
(c) an audited financial account for the year, not later than 31st of March
of thefollowing year.
(10) The Commission shall, not later than the 31st of March of
each year—

(a) submit to the Minister a summary of its annual report and audited
financia accounts ; and
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(b) publish theannual report and audited financial accountson itswebsite.

(11) Theprovisionsof any enactment rel ating to the taxation of companies
or trust funds shall not apply to the Commission.

25.—(1) Any Government ministry, department or agency exercising
any power or function or taking any action, which may have direct impact on
upstream petroleum operations shall consult with the Commission prior to—

(a) issuing any regulation, guideline, enforcement order or directive;
(b) exercising any such power or function ; or
(c) taking any such action.

(2) The Commission shall review the recommendations of the
Government ministry, department or agency and communicate decision
accordingly and such decision shall be complied with by the relevant
Government ministry, department or agency.

26.—(1) The Commission shall in performing its functions under this
Act have specia powers to—

(a) inquire, inspect, examine or investigate any businessor activity relating
to upstream petroleum operations under this Act, where it believes that
illegal upstream petroleum operationsaregoingon;

(b) conduct surveillanceon crude oil and natural gasinstallations, premises
and vessels where it believes that illegal upstream petroleum operations
aregoingon;

(c) enter any upstream wellsite, plant, facility or place—

(i) at which crudeoil or natural gasis produced, handled or treated, or
(ii) that isused in connection with any upstream wellsite, plant, facility
or place where crude oil or natural gasis produced, handled or treated ;

(d) enter at any reasonable time premises containing any records or
property required to be maintained under this Act or related to the
administration of upstream petroleum operations under this Act for the
purpose of inspecting those records or that property ;

(e) requireany person or hisagent, representative, partner, director, officer
or employee engaged in upstream petroleum operations to—

(i) answer any question that may berelevant to theinquiry, inspection,
examination or investigation, and

(ii) provide any required information contained in acomputer hardware
or software or any other data storage, processing or retrieval device or
system used in connection with the business or activities relating to
upstream petroleum operations under thisAct ;
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(f ) take any sample or carry out any test or examination as it may
consider necessary in the performance of its functions;

(g) useany machinery, equipment, appliance or thing asit may consider
necessary in the performance of its functions ;

(h) remove for examination and copy anything that may be relevant to
theinquiry, inspection, examination or investigation, including removing any
computer hardware or software or any other data storage, processing or
retrieval device or system, during which copyright and trade secrets shall
be properly protected ;

(i) in conjunction with the Nigeria Police or other law enforcement
agencies, arrest with a warrant, any person reasonably believed to have
committed an offence under thisAct ; and

(j) exercise any other power that may be conferred on it under any law
or regulation.

(2) An entity, person or agent, representative, partner, director,
officer or employee of that entity or person under investigation by the
Commission shall—

(a) grant accessto officers of the Commission with regard to any place,
wellsite, plant, facility, upstream machinery, equipment, appliancesor things
that may be relevant to the investigation ; and

(b) provide on request, any book, account, record, document, voucher,
information and explanation relating to upstream petroleum operations as
the officers of the Commission may require.

(3) An entity, person or agent, representative, partner, director, officer
or employee of that entity or person who fails to comply with subsection (2)
commits an offence and isliable on conviction to—

(a) a minimum fine of N5,000,000 or a term of five years
imprisonment ; and

(b) inthe case of acontinuous offence, to an additional minimum fine of
N100,000 for each day during which the offence continues.

(4) TheCommission shall inthe exercise of its powersunder thissection
avoid undue hindrance of entities and persons engaged in lawful upstream
petroleum operations.

(5) The Commission can seal or close any premises or facility utilised
for purpose of upstream petroleum operationsif the licensee, |essee or permit
holder isfound to be in breach of the relevant provisions of thisAct.
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27. The special powers of the Commission under section 26 of this
Act shall be performed by the Special Investigation Unit of the Commission
or any person authorised by the Commission.

28.—(1) The Commission Chief Executive, a commissioner or any
officer of the Commission shall each beindemnified out of the Commission
Fund against any liability incurred in defending any proceeding against the
Commission or brought against himin hisofficial capacity.

(2) Notwithstanding the provisions of subsection (1), the Commission
shall not indemnify the Commission Chief Executive, acommissioner or any
officer of the Commission for any liability incurred as a result of wilful
misconduct or gross negligence.

PaART IV—THE AUTHORITY

29.—(1) There is established the Nigerian Midstream and
Downstream Petroleum Regulatory Authority (in thisAct referred to as
“the Authority”), which shall be a body corporate with perpetual
succession and a common seal.

(2) TheAuthority shall havethe power to acquire, hold and dispose of
property, sue and be sued in its own name.

(3) TheAuthority shal beresponsiblefor thetechnical and commercial
regulation of midstream and downstream petroleum operations in the
petroleum industry.

30. The objects and functions of the Authority in this Part are limited
to midstream and downstream petroleum operationsin the petroleum industry.

31. The objectives of the Authority shall be to—

(a) regulate midstream and downstream petroleum operations, including
technical, operational, and commercia activities;

(b) ensure efficient, safe, effective and sustainable infrastructural
development of midstream and downstream petroleum operations ;

(c) promote healthy, safe, efficient and effective conduct of midstream
and downstream petroleum operationsin an environmentally acceptable
and sustainable manner ;

(d) promote a competitive market for midstream and downstream
petroleum operations;

(e) promote the supply and distribution of natural gas and petroleum
products in midstream and downstream petroleum operations and the
security of natural gas supply for the domestic gas market ;
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(f) ensure compliance with applicable laws and regulations governing
midstream and downstream petroleum operations ;

(g) ensure crude oil supply for domestic refineries;

(h) determine, administer and ensurethe implementation and maintenance
of technical standards, codes, practices and specifications applicable to
midstream and downstream petroleum operations pursuant to good
international petroleum industry practices;

(i) implement Government policies for midstream and downstream
petroleum operations as directed by the Minister and in accordance with
thisAct ;

(j) promote, establish and develop a positive environment for
international and domestic investment in midstream and downstream
petroleum operations;;

(K) ensure strict implementation of environmental policies, laws and
regulations for midstream and downstream petroleum operations ;

(I) develop and enforce a framework on tariff and pricing for natural
gas and petroleum products ; and

(m) implement such other policies and objectives as are consistent with
the provisions of thisAct.

32. Thefunctions of the Authority shall be to— Functions

. . . . of the
(a) regulate and monitor technical and commercial midstream and A ythority.

downstream petroleum operationsin Nigeria;
(b) regulate commercial midstream and downstream petroleum
operations, including—
(i) petroleum liquids operations,
(i) domestic natural gas operations, and
(iii) export natural gas operations,
(c) determine appropriate tariff methodol ogy, including for—
(i) processing of natural gas,
(i) transportation and transmission of natural gas,
(i) transportation of crude oil, and
(iv) bulk storage of crude oil and natural gas;
(d) setting cost benchmarks for midstream and downstream petroleum
operations;
(e) provide pricing and tariff frameworks for natural gas in midstream

and downstream gas operations and petroleum products based on the fair
market value of the applicable petroleum products;;
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(f) advisethe Government, government agencies and other stakeholders
on commercial mattersrelating to tariff and pricing frameworks;;

(g) develop open access rules applicableto petroleum liquids and natural
gastransportation pipelines, terminal facilitiesand bulk storagefacilities;

(h) regulate the bulk storage, distribution, marketing and transportation
pipelinesof petroleum products;

(i) grant, issue, modify, extend, renew, review, suspend, cancel, reissue
or terminate licences, permits and authorisations for midstream and
downstream petroleum operations;

(j) monitor and enforce compliance with the terms and conditions of
licences, permitsand authorisationsissued by the Authority ;

(k) keep public registers of—

(i) licences, permits and other authorisations issued by the
Authority, and

(ii) renewals, assignments, amendments, suspensions or revocations;

(1) set, define and enforce approved standards and regul ationsfor design,
construction, fabrication, operation and maintenance of plants, installations
and facilities used or to be used in midstream and downstream petroleum
operations;

(m) carry out enquiries, tests, audits or investigations and take other
steps to monitor the midstream and downstream petroleum operations;

(n) ensure security of supply, development of the marketsand competition
in the markets for natural gas and petroleum products ;

(o) ensure third party accessto facilities under gas processing licences,
transportation pipelines and transportation networks and midstream bulk
storage facilities, where such facilities are operated for the account of the
owner ;

(p) develop rulesfor trading in whol esale gas suppliesto gas distributors;

(g) establish customer protection measures in accordance with the
provisions of thisAct ;

(r) publish decisions, directions or determinations of the Authority that
haveimplicationsfor customersand industry participants, together with the
reasonsfor such decisions, directions or determinationswhich, intheopinion
of theAuthority, shall be published ;

(s) promote the interests of customers with regard to midstream and
downstream petroleum operations;

(t) promote the principles of economic development of infrastructure
with regard to midstream and downstream petroleum operations ;
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(u) promote competition and private sector participation in midstream
and downstream petroleum operations;

(v) determine the domestic gas demand requirement and the crude oil
required for the domestic crude oil supply obligation and ensurethat economic
and strategic domestic demands are met ;

(w) regulate the supply, distribution, marketing and retail of petroleum
products;

(x) administer and monitor strategic stocks of petroleum products;;

(y) monitor the application of petroleum product prices, pricing formulae
and frameworks ;

(2) monitor market behaviour with respect to midstream and downstream
petroleum operations;

(aa) identify, investigate and prevent abuse of dominant positions and
restrictive business practice with regard to midstream and downstream
petroleum operations;

(bb) establish, monitor, regulate and enforce technical, health,
environmental and saf ety measures rel ating to midstream and downstream
petroleum operations;

(cc) develop, specify and monitor technical and safety standards for
wholesale marketing, processing plant, retail marketing and bunkering of
petroleum products;;

(dd) ensure the accuracy of metering pumps and related measurement
facilitiesin midstream and downstream petroleum operations;

(ee) define and enforce approved standards and guidelinesfor thedesign,
procurement, construction, operation and maintenance of plants, installations
and facilitiesin the midstream and downstream petroleum operations;

(ff ) establish laboratories to provide data storage and testing, quality
assurance and certification of crudeoil, natural gas and petroleum products
and regulate the activities of third party laboratories used in midstream and
downstream petroleum operations;

(gg) keep and classify records, data and reports as may be prescribed in
regulationsor guidelines;

(hh) ensure the promotion of safety and devel opment of midstream and
downstream petroleum operations;

(i) issue certificates of quality and quantity to exporters of crude oil,
LNG and petroleum products ;

(jj) implement and enforce compliancewith laws, regulationsand policies
relating to midstream and downstream petroleum operations;;
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(kKk) establish parameters and codes of conduct for operators in the
midstream and downstream petroleum operations ;

(11 monitor the financial viahility of operatorswith respect to midstream
and downstream petroleum operations ;

(mm) develop, maintain and publish a database of midstream and
downstream petroleum operations;

(nn) monitor and ensure that the quality of petroleum products sold in
Nigeria conform to defined specifications;;

(00) establish, monitor and ensure compliance with the standardsfor the
processing of petroleum products in Nigeria;

(pp) request information and documents relating to licenced activities,
including pricing information and macro-economic datafrom any licensee
or permit holder in midstream and downstream petroleum operations ;

(qq) publish or direct licensees, lessees and permit holdersto publish, in
theinterest of the public, information relating to midstream and downstream
petroleum operations in accordance with applicable law or regulation ;

(rr) regul ate the domesti c base price and the prices applicableto wholesale
customers of the strategic sectors and gas distributors ;

(ss) perform such other function as may be necessary to give effect to
the provisions of thisAct ;

(tt) ensure and monitor performance parameters of industry playersand
the quality of service provided by servicing companies in the midstream
and downstream petroleum industry ; and

(uu) conduct studies relating to the economy and efficiency and
effectiveness of the midstream and downstream petroleum industry.

Regulations 33. Subject to section 216 of this Act, the Authority may make
by the regulations—
Authority.

(a) concerning the processing, refining, transmission, distribution, supply,
sale and storage of petroleum and petroleum products as well as other
midstream and downstream petroleum operations ;

(b) establishing those midstream and downstream petrol eumn operations
to be subject to alicence or permit from the Authority ;

(c) establishing the application criteria and procedure for licences and
permits for midstream and downstream petroleum operations ;

(d) establishing the procedure for review and approval of licence and
permit applications for midstream and downstream petroleum operations;

(e) establishing the duration and conditions of licences and permits for
midstream and downstream petroleum operations ;
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(f) concerning those licences and permits already in effect prior to the
date of any regulations issued by the authority for midstream and
downstream petroleum operations;

(g) establishing the conditions and proceduresfor the transfer, surrender,
suspension or revocation of licences and permits for midstream and
downstream petroleum operations;

(h) establishing the procedure for the modification of licencesand permits
for midstream and downstream petroleum operations ;

(i) establishing the penalties and enforcement mechanismsin respect of
breaches of the regulations issued by the Authority ;

(j) monitoring processes for midstream and downstream petroleum
operations;

(K) concerning the construction and operation of, and third party access
to, infrastructure for midstream and downstream petroleum operations ;

(1) concerning the production, transportation, and sale of petrochemicals
and lubricants;

(m) concerning the national strategic stock ;

(n) establishing tariffs for midstream and downstream petroleum
operations;

(o) concerning domestic natural gas supply and demand;

(p) concerning natural gas trading and export ;

(g) ensuring the continuity and security of the supply of natural gas,
crude oil, and petroleum productsto customers;

(r) concerning rights of way and pertaining to surface rights;

(s) relating to the retail sale and distribution of petroleum products;

(t) concerning dispute resolution and customer protection ;

(u) regulating pricing regimesfor midstream and downstream petroleum
operations;

(v) establishing fees payable to the Authority subject to section 3 (1) (j)
of thisAct ;

(w) concerning competition and anti-competitive behaviour ;

(X) establishing public and non-public registries in respect of licences,
permits and authorisationsissued by the Authority, to be maintained by the
Authority ; and

(y) any other matters as may be determined by the Authority under this

Act which includesimposition of gasflare penalty arising from midstream
operationswhich shall befor the credit of the Midstream and Downstream
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Gas|nfrastructure Fund, and shall be utilised for midstream and downstream
gasinfrastructure investment within the Host Community of a designated
facility.
Governing 34.—(1) Thereis established a Governing Board (in this Act referred
Board of the g as“the Board of the Authority”), which shall be responsible for the policy
Authority. a0 general administration of theAuthority.

(2) The Board of the Authority shall consist of—
(a) one non-executive chairman ;
(b) two non-executive members ;

(c) the Chief Executive of the Authority (in this Act referred to as “the
Authority Chief Executive’) ;

(d) two other executive directors responsible for finance and accounts
and distribution systems, storage and retailing infrastructure;

(e) onerepresentative of the Commission not below the rank of executive
COMMISSioner ;

(f ) one representative of the Ministry not below the rank of
Director ; and

(g) one representative of the Ministry of Finance not below the rank of
Director.

(3) Appointments to the Board of the Authority under this section
shall be made by the President and be subject to confirmation by the Senate,
except for the appointments of ex-officio members under subsection (2)

(e), (f) and (g).

(4) A person appointed under subsection (2) (a) and (b) shall have at
least 15 years post-qualification experience in petroleum or other relevant
sector of the economy and shall hold office for aperiod of five yearsand may
be re-appointed for afurther term of five years, on such termsand conditions
as may be specified in the letter of appointment.

(5) Subject to subsection (4) and section 41 (3) of thisAct, amember of
the Board of the Authority shall hold office for five years and may be re-
appointed for a further term of five years.

(6) A non-executive Board member shall hold office on part-time basis.

(7) The Board of the Authority may authorise in writing any executive
director, committee of the Board of the Authority, the Authority Chief Executive
or any other officer or employee of the Authority, to exercise any power or
carry out any duty or function of the Authority under this Act or regulation
made under this Act.
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(8) The proceedings of the Board of the Authority and other ancillary
matters shall be as prescribed by regulation made under thisAct.
35. The Board of the Authority shall— Functions
. . . .. .. of the Board
(a) be responsible for the formulation of policy, supervisionand giving o e
strategic direction to the Authority ; Authority.
(b) provide general guidance for the carrying out of the functions of the
Authority ;
(c) review and approvethe business, strategic and operating plans of the
Authority ;
(d) consider and approve the annual budget of the Authority before
submission to the National Assembly for appropriation ;
(e) approve the management accounts and audited accounts of the
Authority and consider the management |etter from the external auditors;
(f ) determine the terms and conditions of service of employees of the
Authority ;
(g) recommend remuneration, allowances, benefits and pensions of
employees of the Authority in consultation with the National Salaries,
Incomes and Wages Commission, having regard to the—
(i) specialised nature of work to be performed by the Authority,
(i) need to ensure thefinancial self-sufficiency of the Authority, and
(iii) remuneration and all owances paid in the private sector in upstream
petroleum operations to individuals with equivalent responsibilities,
expertiseand skills;
(h) structure the Authority into such number of departmentsasit deemsfit
for the effective performance of the functions of the Authority ; and
(i) performance of other functions as may be necessary for the efficient
and effective administration of the Authority under thisAct.
36.—(1) Executive directors of the Authority shall be paid from the Remuneration
funds of the Commission such remuneration and allowances as applicable. and
allowances
(2) The Authority shall comply with the policy and guidelines of the  of members
National Salaries, Incomesand Wages Commission regarding remunerations.  of the Board
of the
Authority.
37. A member of the Board of the Authority may be suspended or Suspension
removed from office by the President where the member— or removal of
amember of
(a) isfound to be— the Board of
the

Authority.
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(i) unqualified subsequent to his appointment, and
Act No 3, (iii) in breach of conflict of interest provisionsin the Companiesand
2020. Allied MattersAct or any regulation regarding conflicts of interest passed
under thisAct ;

(b) ceases to be an employee of the ministry or agency he representson
the Board of the Authority ;

(c) has demonstrated an inability to effectively discharge the duties of
hisoffice;

(d) has been absent from the meeting of the Board of the Authority for
three consecutive times without the consent of the Chairman or in the case
of the Chairman, without the consent of the President, except where good
reason is shown for the absence ;

(e) isfound guilty of seriousmisconduct by acourt or tribunal of competent
jurisdiction; or

(f) has, under the law in force in any country—

(i) been adjudged or declared bankrupt or insolvent and has not been
discharged,
(ii) made an assignment to or arrangement or composition with his
creditors which has not been rescinded or set aside, or
(iii) been declared to be of unsound mind.
Resignation 38. A non-executive member of the Board of the Authority may resign
of anon- his appointment by giving two month’swritten notice to the President.
executive
member of
the Board of
the
Authority.
Vacancy on 39. A vacancy on the Board of the Authority shall occur, where a
tEe Boardof  member of the Board—
the ,
Authority. (a) dies;

(b) is removed from office in accordance with section 37 of thisAct ;

(c) resigns from office ;

(d) completes his tenure of office; or

(e) isincapacitated.

Filling of 40. A vacancy on the Board of the Authority shall be filled by the
vacancy on  gppointment of another person in accordance with section 34 of thisAct.

the Board

of the

Authority.



Petroleum Industry Act, 2021 2021 No. 6

A 157

41.—(1) The Authority Chief Executive is the accounting officer and
shall be responsible for the administration of the affairs of the Authority.

(2) There shall be seven executive directors for the Authority, whose
appointments shall comply with the Federal Character Commission Act subject
to confirmation by the Senate with each responsiblefor one of thefollowing—

(a) Hydrocarbon Processing Plants, Installations and Transportation
Infrastructure ;

(b) Distribution Systems, Storage and Retailing Infrastructure ;
(c) Hedth, Safety, Environment and Community ;

(d) Economic Regulationsand Strategic Planning ;

(e) Corporate Servicesand Administration ;

(f) Finance and Accounts ; and

(g) Midstream and Downstream Gas Infrastructure Fund.

(3) A person to be appointed as Authority Chief Executive and as an
executive director of the Authority shall have extensive managerial, technical
or professional knowledge of the midstream and downstream petroleum
operationswith aminimum of 15 years post-qualification cognate experience.

(4) TheAuthority Chief Executive shall be appointed on such termsand
conditions as may be set out in the letter of appointment, except as otherwise
provided for in thisAct.

(5) Anexecutivedirector shall be appointed on such termsand conditions
as may be set out in the letter of appointment, except as otherwise provided
forinthisAct.

(6) The Authority Chief Executive shall be appointed for an initial term
of five years and may be re-appointed for afurther term of five years, subject
to confirmation by the Senate.

(7) The President may, not later than 90 days prior to the expiration of
thetenure of the Authority Chief Executive or an executive director, re-appoint
theAuthority Chief Executive or executive director or appoint another qualified
person.

(8) A person shall not be appointed asAuthority Chief Executive, where
the person—

(a) islikely to be in breach of conflict of interest provisions under the
Companies and Allied Matters Act or regulation made under thisAct ;

(b) hasafinancia interest in any business connected, directly or indirectly
with the petroleum industry ;

Authority
Chief
Executive
and
Executive
Directors of
the
Authority.

Cap. F7,
LFN, 2004.

Act No 3,
2020.
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(c) isengaged in any activity for remuneration or otherwise connected
with the petroleum industry ;

(d) isarelative of a person who has an interest or is engaged in any of
the activities under paragraphs (a)-(c), provided that—

(i) such person may be appointed Authority Chief Executive or asan
executive director if he declares his interest and makes appropriate
arrangements to ensure the avoidance of a conflict of interest,

(i) the President is satisfied that theinterest or activity shall not interfere
with the person’simpartial discharge of hisdutiesasthe Authority Chief
Executive or as an executive director, or

(iii) thefinancia interest isterminated prior to the appointment taking
effect ; or
(e) has, under the laws in force in any country—

(i) been adjudged or declared bankrupt or insolvent and has not been
discharged,

(if) made an assignment to or arrangement or composition with his
creditors, which has not been rescinded or set aside,

(iii) been declared to be of unsound mind,

(iv) been convicted of any criminal offence by a court of competent
jurisdiction except for traffic offences,

(v) been disgualified, or

(vi) suspended from practising his profession by the order of acompetent

authority.
Employees 42. The Board of the Authority shall determine the number of persons
of the that shall be employees of the Authority.
Authority.
Terms and 43.—(1) The employees of the Authority shall be subject to terms and
conditionsof  conditions set out by the Board of the Authority.
serviceinthe . ) ] ]
Authority. (2) The terms and conditions of service referred to in subsection (1)

may provide for—
(a) the appointment, promotion, dismissal and discipline of employees;
(b) appeals by employees against dismissal or other disciplinary
measures ; and
(c) the grant of pensions, gratuities and other retirement benefits to
employees.

(3) In this section, “appointment” includes secondment, transfer and
contract appointments.
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(4) Employees of the Authority shall be “public officers’ as defined in
the Constitution of the Federal Republic of Nigeria, 1999.

(5) Employment by the A uthority shall be subject to the provisionsof the
Pensions Reform Act and officers and employees of the Authority shall be
entitled to pension and other retirement benefits as prescribed under the
Pensions Reform Act.

(6) Nothingin subsection (5) shal prevent the Authority from appointing
a person to an office on terms that preclude the grant of pension or other
retirement benefits in respect of that office.

44. The Board of the Authority, in consultation with the National Salaries,
Incomes and Wages Commission, shall determine and periodically review the
remuneration and allowances payabl eto the employees of the Authority, having
regard to the—

(a) specialised nature of work to be performed by the Authority ;
(b) need to ensure the financia self-sufficiency of the Authority ; and

(c) remuneration and allowances paid within the petroleum industry to
individualswith equivalent responsibilities, expertiseand skills.

45.—(1) The Authority shall, not later than 30th of September of each
year or such other date that the Minister responsible for Budget and National
Planning may determine, prepare and present to the National Assembly, a
statement of estimated income and expenditure of the Authority for the next
financial year.

(2) Notwithstanding the provisions of this section, the Authority may
aso, inany financial year, submit to the National Assembly supplementary or
adjusted statements of estimated income and expenditure of the Authority.

(3) Thefinancial year of the Authority shall be a period of 12 calendar
months commencing on the 1st of January in each year or such other date as
the Minister of Finance may determine.

46.—(1) The Board of the Authority shall appoint a Secretary, who
shall—
(a) bethe Legal Adviser to the Authority ;

(b) attend meetings of the Board of the Authority and keep minutes,
corporate records and the common seal of the Authority ; and

(c) carry out such administrative and other secretarial duties as the
Authority Chief Executive and the Board of the Authority may direct.

(2) The Secretary shall be a legal practitioner with a minimum of 10
years post-qualification experience.

Cap. C23,
LFN, 2004.

Act No 4,
2014.

Remuneration
and
alowances

of
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Authority.
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Funds of 47.—(1) TheAuthority shall maintain a Fund (in thisAct referred to
X‘Sthority as“theAuthority Fund”) into which money accruing to the Commission shall

bepaid.
(2) The source of the Authority Fund shall be—

(a) money appropriated by the National Assembly for the Authority ;

(b) fees charged by the Authority for services rendered to licensees,
|essees, permit holders and other authorisationsissued by the Authority ;

(c) 0.5% of the wholesale price of petroleum products sold in Nigeria,
which shall be collected from wholesale customers;

(d) income derived from publications made by the Authority and other
related activities, including datasales;;

(e) fees paid to the Authority for using facilities owned or managed by
the Authority ; and

(f ) money accruing to the Authority by way of grants, aids, gifts,
testamentary dispositions, endowments and contributions.

(3) The Authority Fund shall be applied—
(a) to meet the approved budgetary obligations of the Authority ;
(b) to meet the administrative and operating cost of the Authority ;

(c) to pay salaries, wages, fees or other remuneration or allowances,
pensions and other retirement benefits payable to employees of the
Authority ;

(d) to acquire and maintain any property acquired by or vested in the
Authority ;

(e) for investments, as provided under the Trustee Investments Act or
any other applicablelegidation, subject totheapproval of Minister responsible
for Finance ; and

(f) in connection with any of the functions of the Authority under this
Act.

(4) At the end of each financial year, any money that accrued to the
Authority Fund under subsection (2), which have not been utilised for the
purposes provided under subsection (3), shall be paid into the Consolidated
Revenue Fund.

(5) The Authority may accept grants of money or property on such
termsand conditions as may be specified by the person or organisation making
the grant, provided that—

(a) thetermsand conditions of the grant are consi stent with the objectives
and functions of the Authority ; or
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(b) no such grant is accepted from any person or organisation regulated
by the Authority.

(6) Nothing in subsection (6) shall be construed as authorising the
Authority Chief Executive, directors, officer or employee of the Authority to
accept any grant for their personal use.

(7) TheAuthority shall keep proper accountsof itsincomeand expenditure
for each financial year and cause it to be audited within six months after the
end of each financial year by auditors appointed by the Authority from alist
and in accordance with guidelines supplied by the Auditor-General for the
Federation.

(8) TheAuthority shall submit to the Minister—

(a) a mid-year report of its operations and finances not later than the
31st of August of each year ;

(b) an annual report of its operations and performance ; and

(c) an audited financial account for theyear, not later than 31st of March
of thefollowing year.

(9) The Authority shall, not later than the 31st of March of each year—

(a) submit to the Minister a summary of its annual report and audited
financial accounts; and

(b) publishtheannual report and audited financia accountsonitswebsite.

(10) Theprovisionsof any enactment rel ating to the taxation of companies
or trust funds shall not apply to the Authority.

48.—(1) Any Government ministry, department or agency exercising
any power or function or taking any action, which may have direct impact on
midstream or downstream petroleum operations shall consult withtheAuthority
prior to—

(a) issuing any regulation, guideline, enforcement order or directive;

(b) exercising any such power or function ; or

(c) taking any such action.

(2) TheAuthority shall review the recommendations of the Government
ministry, department or agency and communicate decision accordingly and

the decision shall be complied with by the relevant Government ministry,
department or agency.

Notice to
the
Authority.
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Special 49.—(1) TheAuthority shall in carrying out its functions under thisAct
pswers of have special powers to—

the

Authority. (a) inquire, inspect, examine or investigate any business or activity

relating to midstream or downstream petroleum operations under this
Act, where it believes that illegal midstream or downstream petroleum
operations are going on ;

(b) conduct surveillance on petroleum liquidsand natural gasingtallations,
premisesand vesselswhereit believesthat illegal midstream or downstream
petroleum operations are going on;

(c) enter any midstream or downstream wellsite, plant, facility or place—

(i) at which petroleum liquidsoil or natural gasisrefined, processed,
stored, handled or treated, or

(i) that is used in connection with any midstream or downstream
wellsite, plant, facility or place where petroleum liquids or natural gas
are refined, processed, stored, handled or treated ;

(d) enter at any reasonable time premises containing any records or
property required to be maintained under this Act or related to the
administration of midstream or downstream petroleum operations under
this Act for the purpose of inspecting those records or that property ;

(e) require any person or hisagent, representative, partner, director, officer
or employee engaged in midstream or downstream petroleum operations
to—

(i) answer any question that may berelevant to theinquiry, inspection,
examination or investigation, and

(i) provide any required information contained in acomputer hardware
or software or any other data storage, processing or retrieval device or
system used in connection with the business or activities relating to
midstream or downstream petroleum operations under thisAct ;

(f ) take any sample or carry out any test or examination as it may
consider necessary in the performance of its functions ;

(g) use any midstream or downstream machinery, equipment, appliance
or thing asit may consider necessary in the performance of its functions ;

(h) remove for examination and copy anything that may be relevant to
theinquiry, ingpection, examination or investigation, including removing any
computer hardware or software or any other data storage, processing or
retrieval device or system ;

(i) in conjunction with the Nigeria Police or other law enforcement
agencies, arrest with a warrant, any person reasonably believed to have
committed an offence under thisAct ; and
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(j) exercise any other power that may be conferred on it under any law
or regulation.

(2) An entity, person or agent, representative, partner, director, officer
or employee of that entity or person under investigation by the Authority shall—

(a) grant access to officers of the Authority with regard to any place,
wellsite, plant, facility, midstream or downstream machinery, equipment,
appliances or things that may be relevant to the investigation ; and

(b) provide on request, any book, account, record, document, voucher,
information and explanation relating to midstream or downstream petroleum
operations as the officers of the Authority may require.

(3) An entity, person or agent, representative, partner, director, officer
or employee of that entity or person who fails to comply with subsection (2)
commits an offence and isliable on conviction to—

(&) a minimum fine of 5,000,000 or aterm of imprisonment for five
years, and

(b) inthe case of acontinuous offence, to an additional minimum fine of
100,000 for each day during which the offence continues.

(4) The Authority shall in the exercise of its powers under this section
avoid undue hindrance of entitiesand persons engaged in lawful midstream or
downstream petroleum operations.

50. The special powers of the Authority under section 49 of this Act
shall be performed by the Special Investigation Unit of the Authority or any
person authorised by the Authority.

51.—(1) TheAuthority Chief Executive, adirector or any officer of the
Authority shall each be indemnified out of the Authority Fund against any
liability incurred in defending any proceeding against the Authority or brought
against himin hisofficial capacity.

(2) Notwithstanding the provisions of subsection (1), the Authority shall
not indemnify the Authority Chief Executive, adirector or any officer of the
Authority for any liability incurred as aresult of wilful misconduct or gross
negligence.

52.—(1) There is established the Midstream and Downstream Gas
Infrastructure Fund subject to appropriation by the National Assembly, which
shall be—

(a) abody corporate with perpetual succession and acommon seadl ; and
(b) reside in the Authority as prescribed in accordance with thisAct.

Specia
Investigation
Unit.

Indemnity
of officers
of the
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(2) The Midstream and Downstream Gas I nfrastructure Fund shall have
the power to acquire, hold and dispose of property, sue and be sued in its
corporate hame.

(3) Thereshall beaGoverning Council which shall supervise and make
investment decisionsfor the Fund.

(4) The Governing Council shall comprise the—

(a) Minister, who shall be the Chairman of the Council ;

(b) representative of the Central Bank of Nigeria not below the rank of
adirector ;

(c) representative of the Ministry of Finance not below the rank of a
director ;

(d) Authority Chief Executive;

(e) Executive Director Midstream and Downstream Gas Infrastructure
Fund;

(f) three independent members, who shall be appointed by the President
for aterm of four years and may be reappointed for another four years and
no more ; and

(g) Legal Adviser of the Authority who shall serve as the Secretary to
the Governing Council.

(5) The Executive Director, Midstream and Downstream Gas
Infrastructure Fund shall—

(a) have extensive managerial, technical or professional knowledge
of the midstream petroleum operations, and fund management or any
other relevant industry with aminimum of 15 years’ post-qualification
experience ; and

(b) be responsible for project management and administration of the
Midstream and Downstream Gas Infrastructure Fund.

(6) The members referred to in subsection (4) (f) shall have extensive
managerial, technical or professional knowledge of the midstream petroleum
operations, fund management or any other relevant industry with aminimum
of 15 years post-qualification cognate experience.

(7) The source of the Midstream and Downstream Gas Infrastructure
Fund shall be—

(a) 0.5% of the wholesale price of petroleum products and natural
gassoldin Nigeria, which shall be collected from wholesal e customers
and such levy shall be in addition to the levy provided for under
section 47 (2) (c) ;
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(b) fundsand grantsaccruing from multilateral agencies, bilatera ingtitutions
and related sources dedicated partly or wholly for the development of
infrastructure for midstream and downstream gas operationsin Nigeria;

(c) interest, if any, payable in respect of money in the Midstream and
Downstream Gas Infrastructure Fund ;

(d) money received from gasflaring penalties by the Commission under
section 104 (4) of this Act, shall be for the purpose of environmental
remediation and relief of the host communities of the settlor on which the
penaltiesarelevied ; and

(e) any other sum, freely donated or accruing to the Midstream and
Downstream Gas Infrastructure Fund for development of infrastructurein
midstream gas operations.

(8) The Authority shall ensure the prompt payment of all such sums
directly into the Midstream and Downstream Gas Infrastructure Fund’'s
Account.

(9) Thelevy under section 52 (7) (a) of thisAct shall become duewithin
21 daysof the sale of petroleum products and natural gassold in Nigeria, and
the Authority shall, after consultation with the Council, make regulationsfor—

(a) administration procedures ; and
(b) penalties for—

(i) late payment of the levy,
(ii) non-payment of the levy, or

(iii) submission of false information in respect of the levy.

(10) The purpose of the Fund shall be to make equity investments of
Government owned participating or shareholder interests in infrastructure
related to midstream and downstream gas operations aimed at—

(a) increasing the domestic consumption of natural gas in Nigeriain
projects which are financed in part by private investment ;

(b) encouraging private investment through risk sharing by
participating initially in selected high risk projects and in such other
equity investments that encourage investment in midstream and
downstream gas infrastructure ; and

(c) reducing or eliminating gasflare.

(11) There shall be a Transaction Advisor, who shall be responsible for
providing transaction advisory services, including technical and commercial
evaluation of proposals, defining project screening criteria and profitability
target for projects and any other duty as may be assigned by the Council on
behalf of the Fund.
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(12) The Transaction Advisor shall be selected on need basisthrough a
competitive and transparent criteria specified by the Council and the selection
process shall be managed by the Executive Director, Midstream and
Downstream Gas I nfrastructure Fund subject to the approval of the Council.

(13) The Transaction Advisor shall, in performing his duties under
subsection (11), submit report of his findings and recommendations to the
Council.

(14) The Midstream and Downstream Gas I nfrastructure Fund shall be
managed as follows—

(a) the Council shall at the beginning of every financia year, approve
the Midstream and Downstream Gas I nfrastructure Fund’s programme of
actionwithitscost implicationsand the A ccountant-General of the Federation
shall release the approved amount for that financial year, subject to
appropriation by the National Assembly ;

(b) the money in the Midstream and Downstream Gas Infrastructure
Fund’sAccount that isnot utilised as prescribed under thisAct shall beheld
or invested as the Council may direct ;

(c) an annual statement of the Midstream and Downstream Gas
Infrastructure Fund shall be prepared and submitted to the Council and
Minister of Finance after three months of the end of the financial year to
which they relate ;

(d) acertified annual audited accounts of the Midstream and Downstream
Gas Infrastructure Fund, together with a report on the operations of the
Midstream and Downstream Gas I nfrastructure Fund, shall be submitted
to the Council within six months of the end of the financial year to which
they relate ; and

(e) acertified annual audited accounts of the Midstream and Downstream
Gaslnfrastructure Fund shall be published annually.

(15) Earnings, interest and other income accruing from the equity
investment made under subsection (10) shall be paid directly to the Midstream
and Downstream Gas Infrastructure Fund’s Account.

(16) Interest and other incomes accruing from the equity investment of
the Midstream and Downstream Gas I nfrastructure Fund can be re-invested
in other secured low risk investments as approved by the Governing Council.

(17) The members of the Governing Council shall be paid such
allowances from the funds of the Midstream and Downstream Gas
Infrastructure Fund in accordance with the approved guidelines by the Revenue
Mohilization, Allocation and Fiscal Commission.
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ParT V—THE NiceriAN NATIONAL PETROLEUM CoMPAaNY LIMITED

53.—(1) The Minister shall within six months from the commencement
of thisAct, causeto be incorporated under the Companies and Allied Matters
Act, a limited liability company, which shall be called Nigerian Nationa
Petroleum Company Limited (NNPC Limited).

(2) TheMinister shall at theincorporation of NNPC Limited, consult with
the Minigter of Financeto determinethe number and nomina value of the shares
to beallotted, which shall formtheinitia paid-up share capital of NNPC Limited
and the Government shall subscribe and pay cash for the shares.

(3) Ownership of all sharesin NNPC Limited shall be vested in the
Government at incorporation and held by the Ministry of Finance Incorporated
and the Ministry of Petroleum Incorporated in equal portions on behalf of the
Federation and the Ministry of Petroleum Incorporated isincorporated under
the provisions of the Eighth Schedule to thisAct.

(4) TheMinistry of Finance Incorporated and the Ministry of Petroleum
Incorporated in consultation with the Government, may increase the equity
capital of NNPC Limited.

(5) Sharesheld by the Governmentin NNPC Limited are not transferable
including by way of sale, assignment, mortgage, or pledge unless approved by
the Government and endorsed by the National Economic Council on behalf of
the Federation.

(6) Notwithstanding any provision to the contrary in the Companies and
Allied MattersAct and except by way of security, any sale or transfer of shares
of NNPC Limited shall be at a fair market value and subject to an open,
transparent and competitive bidding process and the sale or transfer of the
sharesof NNPC Limited shall be on equa proportion basisof sharesheld by the
Ministry of Finance Incorporated and the Ministry of Petroleum Incorporated.

(7) NNPC Limited and any of its subsidiaries shall conduct their affairs
onacommercial basisin aprofitable and efficient manner without recourseto
government funds and their memorandum and articles of association shall
state these restrictions, and NNPC Limited shall operate as a Companies and
Allied MattersAct entity, declaredividendsto its shareholders and retain 20%
of profits as retained earnings to grow its business.

(8) Where NNPC Limited has a participating interest or 100% interest
in alease or licence, NNPC Limited shall pay its share of al fees, rents,
royalties, profit oil shares, taxes and other required paymentsto Government
as any company in Nigeria.
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54.—(1) TheMinister and the Minister of Finance shall within 18 months
of the effective date determine the assets, interests and liabilities of NNPC to
betransferred to NNPC Limited or its subsidiaries and upon theidentification,
the Minister shall cause such assets, interests and liabilities to be transferred
to NNPC Limited.

(2) Assets, interests and liabilities of NNPC not transferred to NNPC
Limited or its subsidiary under subsection (1), shall remain the assets,
interestsand liabilitiesof NNPC until they become extinguished or transferred
to the Government and six monthsfollowing the determination under section
54 (1) of this Act, the Minister, the Minister of Finance and the Attorney-
General of the Federation shall develop aframework for the payment of the
liabilities not transferred to NNPC Limited and if such determination of
which assets, interestsand liabilitiesto be transferred has not been concluded
within the stipul ated period of 18 months, all the assets, interests, liabilities
of NNPC is deemed to be transferred to NNPC Limited after 18 months
from the effective date.

(3) NNPC shall cease to exist after its remaining assets, interests and
liabilities other than its assets, interests and liabilities transferred to NNPC
Limited or its subsidiaries under subsection (1) shall have been extinguished
or transferred to the Government.

(4) Bonds, hypothecations, securities, deeds, contracts, instruments,
documents and working arrangements with regards to assets, interests or
liabilitiestransferred to NNPC Limited or any of itssubsidiary under subsection
(1) and which remains subsisting before the date of transfer shall, beginning
from the date of transfer, be effective and enforceable against or in favour of
NNPC Limited.

(5) Any pending action or proceeding brought by or against NNPC before
the transfer date with regard to assets, interests or liabilities transferred to
NNPC Limited under subsection (1) may be enforced or continued by or
against NNPC Limited as the successor of NNPC.

(6) Notwithstanding the provisions of subsection (5)—

(a) an action or proceeding shall not be commenced against NNPC
Limited, its subsidiary, director, officer, employee or agent with regard to
asset, interest or liability of NNPC Limited, where thetimefor commencing
the action or proceeding would have expired had such asset, interest or
liability not been transferred to NNPC Limited or its subsidiaries; and

(b) thetransfer of asset, interest and liability of NNPC to NNPC Limited
under subsection (1) shall not create or be deemed to have created a new
cause of action in favour of a—
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(i) creditor of NNPC, or

(i) party to a contract, agreement or arrangement with NNPC that ~ Second
was entered into before the date of transfer. Schedule.

(7) For the purpose of this section and the Second Scheduleto thisAct,
“assets, interests and liabilities’ means tangible, intangible, real or personal
property, rights and obligations, in each case of all types.

(8) Subject to any arrangements that NNPC has entered into, any debt
to NNPC related to outstanding cash calls under joint venture agreements
shall become debt of —

(&) NNPC Limited where the assets have been transferred to NNPC
Limited under subsection (1) ; and

(b) Government where the assets have not been transferred under
subsection (2).

(9) Theinitial capitalisation of NNPC Limited shall be not lessthan its
financial requirementsto effectively discharge its commercial role and deal
withitsobligationsand liabilitiestransferred to NNPC Limited.

55.—(1) The Minister shall uponincorporation of NNPC Limited, consult  Appointment
with the Minister of Finance to appoint NNPC Limited as agent of NNPC for  of NNPC
the purpose of managing the process of winding down the assets, interests Limitedas

e . agent of
and liabilitiesof NNPC. NNPC.

(2) Subject to the appointment under subsection (1), the NNPC Limited
shall havethe power to deal with the applicable assets, interestsand liabilities
of NNPC and may enter into contract with third partieson such assets, interests
andliabilities.

(3) Pursuant to the appointment under subsection (1), NNPC shall—

(a) not deal with the applicable assets, interests and liabilities;

(b) at the request of NNPC Limited execute and deliver any
document and do such other acts or things as may be required by
NNPC Limited with regard to any asset, interest or liability referred
to under subsection (1) ; and

(c) pay a nomina fee of US $1 to NNPC Limited as administrative
charges on the applicable assets, interests and liabilities to which NNPC
Limited has been appointed under subsection (1).

(4) Thecost of winding down the assets, interests and liabilitiesof NNPC
shall be borne by the Government.
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(5) A causeof action shall not arisein tort, contract or otherwise between
NNPC and NNPC Limited in respect of the applicable assets, interests or
liabilities to which NNPC Limited has been appointed as agent under
subsection (1).

56. Subject to section 92 (3) (@) of this Act, any guarantee granted or
issued by the Government with regard to the transfer of liability of NNPC to
NNPC Limited under section 54 of thisAct shall be enforceable against the
Government asif such liability was aliability of NNPC, provided that such
guarantee was effective prior to such transfer.

57.—(1) Upon incorporation of NNPC Limited under section 53 of this
Act, employeesof NNPC and its subsidiaries shall be deemed to be employees
of NNPC Limited on termsand conditions not | essfavourabl e than that enjoyed
prior to the transfer of service and shall be deemed to be service for
employment related entitlements as specified under any applicable law.

(2) NNPC Limited shall continue to fulfil the statutory obligations of
NNPC in relation to the pension scheme of employees of NNPC and its
subsidiaries prior to the date of incorporation of NNPC Limited.

58. There shall be a Board of the NNPC Limited which shall perform
itsdutiesin accordance with thisAct, the Companiesand Allied MattersAct
and the articles of association of NNPC Limited.

59.—(1) Except as set out in this section, the composition of the Board
of the NNPC Limited shall be determined in accordance with the Companies
and Allied MattersAct and its Articles of Association.

(2) The Board of NNPC Limited shall be appointed by the President
and composed of—

(a) anon-executive chairman ;
(b) the Chief Executive of NNPC Limited ;
(c) the Chief Financial Officer of NNPC Limited ;

(d) arepresentative of the Ministry of Petroleum, not below the rank of
adirector ;

(e) arepresentative of the Ministry of Finance, not below the rank of a
director ; and

(f) six non-executive memberswith at least 15 years post-qualification
cognate experiencein petroleum or any other rel evant sector of the economy
onefrom each geopoalitical zone.
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(3) A person to be appointed asthe Chief Executive of NNPC Limited
shall have extensive managerial, technical and professional knowledgein the
petroleum or other relevant industry with at least 15 years' post-qualification
experience.

(4) In the absence of the Chairman, the members of the Board of NNPC
Limited may appoint anon-executive member of the Board to act as alternate
Chairman.

(5) The provisions of this section shall apply where NNPC Limited
remains wholly-owned by the Government and where NNPC Limited is not
wholly owned by Government, the composition of the Board of NNPC Limited
shall be determined by the shareholders of NNPC Limited in accordance with
the provisions of the Companies and Allied Matters Act and the articles of
association of NNPC Limited.

60.—(1) The Board of NNPC Limited shall, within three months of the
incorporation of NNPC Limited, develop formal and transparent process for
the creation of its committees and nomination of members of the Board of
NNPC Limited to the committees.

(2) Themandate, composition and procedures of each committee of the
Board of NNPC Limited shall be comprehensive and open for inspection by
the shareholders of NNPC Limited.

(3) TheBoard of NNPC Limited shall nominate non-executive members
of the Board capable of exercising independent judgment to its committees
wherethereislikelihood of conflict of interest.

(4) The Board of NNPC Limited shall have committees for—

(a) ensuring theintegrity of financial and non-financial reporting ;

(b) the nomination of Board of NNPC Limited members and key
executives;

(c) remuneration of members of the Board of NNPC Limited ; and

(d) any other committee as the Board of NNPC Limited may consider
appropriate.

61.—(1) Members of the Board of NNPC Limited shall discharge their

responsibilitiesin accordance with the highest standards, practicesand principles
of corporate governance.

(2) The Board of NNPC Limited shall, upon request by one or more of
shareholdersholding not lessthan 10% of thevotinginterestsin NNPC Limited,
provide a comprehensive written explanation of any action or decision taken
by the Board of NNPC Limited to its sharehol ders, provided that the Board of
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NNPC Limited may withhold the explanation if permitted under a duty of
confidentiality NNPC Limited owed to any third party.

62.—(1) NNPC Limited shall ensure that an annual audit of NNPC
Limitedisconducted by anindependent, competent, experienced and qualified
auditor.

(2) Theauditor of NNPC Limited shall provide an external and objective
assuranceto the Board of NNPC Limited and sharehol ders of NNPC Limited
that the financial statements of NNPC Limited fairly represent the financial
position and performance of NNPC Limited.

(3) Wheretheauditor of NNPC Limited isunableto providethe assurance
required under subsection (2), the Board of NNPC Limited shall immediately
convene an extraordinary general meeting of the company to—

(a) notify the shareholders of NNPC Limited ; and
(b) consider any action that may be necessary in that regard.

63.—(1) The Board of NNPC Limited shall, in addition to its
responsibilities under the Companiesand Allied MattersAct and itsarticles of
association—

(a) beresponsiblefor the strategic gui dance and determining the business

structure of NNPC Limited ;

(b) be responsible for the approval of the annual budget of NNPC
Limited;

(c) act in good faith and exercise due diligence and care in the best
interests of NNPC Limited, the shareholders and the sustainable
development of Nigeria;

(d) apply the highest ethical standards in performing its duties, taking
into account the interests of its stakeholders and the fiduciary duty of the
directorsto NNPC Limited ;

(e) make decisions guided by commercial and technical considerations
that represents good international petroleum industry practices;

(f ) determine and report to the shareholders of NNPC Limited on key
performance indicators on at least annual basis;;

(g) review and guide corporate strategy, major plan of action, risk policy
and businessplan;

(h) set performance objectives for NNPC Limited, the Board of NNPC
Limited, members of NNPC Limited’ smanagement and individual business
units and subsidiaries of NNPC Limited ;

(i) monitor NNPC Limited's corporate performance;
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(j) oversee major capital expenditures, acquisitions and divestitures;

(k) monitor the effectiveness of NNPC Limited’s governance practices
and propose and implement changes ;

(1) select, compensate, monitor and replace management executives and
oversee succession plan ;

(m) align key executive and Board of NNPC Limited remuneration
with the longer term interests of NNPC Limited, its shareholders and
stakeholders ;

(n) monitor and address potential conflicts of interest of management
and members of the Board of NNPC Limited and breach of fiduciary duty
by members of the Board of NNPC Limited ;

(o) ensure the integrity of NNPC Limited’s accounting and financial
reporting systems, including audit of NNPC Limited’'s accounts by
independent third party ;

(p) ensure that appropriate system of control is in place for risk
management, financial and operational control and compliance with
applicable law and relevant standards ;

(g) overseethe process of disclosure and communicationsto shareholders
and the public ; and

(r) determine the dividend policy of NNPC Limited, ensure sustained
growth and a sound financial base for NNPC Limited .

(2) The provisions of this section shall be incorporated into the
memorandum and articles of association of—
(&) NNPC Limited at the time of itsincorporation ; and

(b) each of the NNPC Limited’s wholly-owned subsidiaries as if
references in this section to ‘NNPC Limited’ were references to such
wholly-owned subsidiary.

(3) A member of the Board of the NNPC Limited shall be suspended or
removed from office by the President, where the member—
(a) isfound to be—
(i) unqualified for appointment under section 59 of thisAct,
(i) unqualified subsequent to his appointment, or
(iii) in breach of conflict of interest provisionsin the Companies and

Allied MattersAct or any regulation regarding conflicts of interest passed
under thisAct ;

(b) ceases to be an employee of the ministry or agency he represents on
the Board of the NNPC Limited ;

Act No 3,
2020.
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(c) hasdemonstrated an inability to effectively perform the duties of his
office;

(d) hasbeen absent from the meeting of the Board of the NNPC Limited
for three consecutive times without the consent of the Chairman or in the
case of the Chairman, without the consent of the President, except where
good reason is shown for the absence ;

(e) isfound guilty of seriousmisconduct by acourt or tribunal of competent
jurisdiction; or
(f) has, under the law in force in any country—
(i) been adjudged or declared bankrupt or insolvent and has not been
discharged,
(ii) made an assignment to or arrangement or composition with his
creditors which has not been rescinded or set aside, or

(i) incapableto discharge the duties of hisofficeasaresult of infirmity
of body or mind.

64. The objectives of NNPC Limited shall include to—

(a) carry out petroleum operations on a commercia basis, comparable
to private companies in Nigeria carrying out similar activities including
exemption to Public Procurement Act, Fiscal Responsibility Act and Treasury
SingleAccount.

(b) NNPC Limited to be vested as the concessionaire of al Production
Sharing Contracts (PSC), Profit Sharing and Risk Service Contracts asthe
National oil company on behalf of the Federationinlinewithitscompetencies,

(c) lift and sell roydty oil and tax oil on behalf of the Commission and the
Service respectively for an agreed commercial fee and in the case of profit
oil and profit gas payableto the concessionaire, NNPC Limited shall promptly
remit the proceeds of the salesof the profit oil and profit gasto the Federation
lessits 30% for management fee and Frontier Exploration Fund as specified
in section 9 (4) of thisAct ;

(d) carry out test marketing to ascertain the value of crude oil and report
to the Commission ;

(e) be vested with the rights to natural gas under production sharing
contracts entered into prior to and after the effective date of thisAct ;

(f) carry out the management of production sharing contracts for a
fee, based on the profit oil share or profit gas share in accordance with
paragraph (c) ;

(g) with respect to any joint operating agreement in which NNPC is a
party on the effective date assume the working interest held by NNPC
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irrespective of whether such licence or leaseis converted under section 92
of thisAct ;

(h) engage in the business of renewables and other energy
investments ;

(i) promote the domestic use of natural gas through development and
operation of large-scale gas utilisation industries;;

(j) maintain the role of NNPC, under section 54 of thisAct ;

(k) carry out task requested by the Commission or Authority on a fee
basisand generally engagein activitiesthat ensure national energy security
in an efficient manner, in the overall interest of the Federation ;

(I) carry out such other tasks as may be determined by the Board of
NNPC Limited ; and

(m) make NNPC Limited supplier of last resort for security reasons and
all associated costs shall be for the account of the Federation.

65.—(1) NNPC Limited and other partiesto joint operating agreements
in respect of upstream petroleum operations, may on a voluntary basis
restructure their joint operating agreement as a joint venture carried out by
way of alimited liability company, each referred to as an “incorporated joint
venture company” (1JV C), based on the principles established in the Second
Schedule to thisAct.

(2) The IV C referred to in subsection (1) shall not be subject to the
provisions of the Fiscal Responsibility Act and the Public Procurement Act.

(3) Theproposed I JV C structure shall be an independent entity, having a
strong commercia orientation and transparent company operation for the | JVC
shareholders, with clear rulesfor accountability.

CHAPTER 2—ADMINISTRATION
PART |—GENERAL ADMINISTRATION
66.—(1) The objectives of Chapter 2 are to—
(a) promote the exploration and exploitation of petroleum resourcesin
Nigeriafor the benefit of the Nigerian people ;

(b) promote the efficient, effective and sustainable devel opment of the
petroleum industry ;

(c) promote the safe and efficient operation of the transportation and
distribution infrastructure for the petroleum industry ;

(d) providetheframework for devel oping third party accessarrangements
to petroleum infrastructure ;
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(e) encourage and facilitate both local and foreign investment in the
petroleum industry ;

(f ) promote transparency and accountability in the administration of
petroleum resourcesin Nigeria;

(g) develop, where appropriate, competitive markets for the sale and
distribution of petroleum and petroleum products;

(h) promote safe and affordable access to petroleum and petroleum
productsin Nigeria;

(i) promote the processing of petroleum within Nigeria and the
development of fuel and chemical industry and other related value-added
products and activities;

(j) create a conducive business environment for operations in the
petroleum industry ;

(K) promote the liberalisation of the downstream petroleum industry ;

(I) establish an orderly, fair and competitive commercial environment
within the petroleum industry ; and

(m) ensure that petroleum operations are conducted in a manner that
protects the health and safety of persons, property and the environment.

(2) The provisions of Chapter 2 of thisAct shall apply to—

(a) activities within or associated with petroleum operations and the
petroleum industry ; and

(b) persons conducting such activities.

67. The administration and management of petroleum resources and
their derivatives shall be conducted in accordance with this Act and the
principles of good governance, transparency and sustainable devel opment of
Nigeria

PART |1—ADMINISTRATION OF UPSTREAM PETROLEUM
OPERATIONS AND ENVIRONMENT

68.—(1) Title to any data and its interpretation relating to upstream
petroleum operations are vested in the Government of the Federation of Nigeria
and shall be administered by the Commission.

(2) TheCommission shall administer any acreage for upstream petroleum
operationsin Nigeria.

(3) Whereasignificant petroleumn discovery ismadein afrontier basin,
the Minister may, on the recommendation of the Commission, reclassify all or
part of the basin from frontier acreages to a general onshore area and the
fiscal terms applicable to onshore under thisAct shall apply to—
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(a) new licences and leases in the basin after reclassification; and

(b) any existing lease upon renewal, provided that it shall not be applied

to licences and leases existing at the moment of reclassification.

69.—(1) The Commission shall, after consultation with the Surveyor-  National
General of the Federation, adopt a national grid system for acreage grid system.
management.

(2) The grid system referred to under subsection (1) shall be based on
the UTM system or any other projection system in use by the office of the
Surveyor-General of the Federation.

(3) The Commission shall establish a system for numbering of parcels,
which shall allow for subdivision and aggregation of the parcels.

(4) The basic unit of the grid system shall be a parcel of one square
kilometer, subject to adjustment of the zones and national boundary.

(5) The Commission may further subdivide parcels into equal units of
one hectare or such sub-units as the Commission may deem appropriate.

(6) The national grid system referred to under subsection (1) shall be
used for the administration of upstream petroleum operations, including—

(a) the definition of licence and lease areas ;

(b) relinquishments;

(c) bid procedures ;

(d) identification of well locations;;

(e) petroleum conservation measures ; and

(f) other regulatory and acreage management procedures.

(7) Any current boundary of alicence or lease, which does not conform
to the new national grid system shall remain unaltered and be apportioned in
parcels.

70.—(1) There shall bethe following licences and leases under thisAct  Licencesand
related to upstream petroleum operations— leases.

(&) petroleum exploration licence, which may begranted to qudified gpplicants
to carry out petroleum exploration operations on a non-exclusive basis;
(b) petroleum prospecting licence, which may be granted to qualified
applicantsto—
(i) drill exploration and appraisal wells and do corresponding test
production on an exclusive basis, and

(i) carry out petroleum exploration operations on a non-exclusive
basis; and
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(c) petroleum mining lease, which may be granted to qualified applicants
to—
(i) win, work, carry away and dispose of crude oil, condensates and
natural gas on an exclusive basis,
(i) drill exploration and appraisal wellsand carry out the related test
production on an exclusive basis, and
(iii) carry out petroleum exploration operations on a non-exclusive
basis.
Act No 3, (2) Alicenceor lease may be granted under thisAct only to acompany
2020. incorporated and validly existing in Nigeria under the Companies and Allied
Matters Act.
Petroleum 71.—(1) The Commission shall beresponsiblefor granting of petroleum
exploration  exploration licences.
licence.

(2) Theholder of apetroleum exploration licence shall have non-exclusive
right to carry out petroleum exploration operations within the area provided
for in the licence.

(3) A petroleum exploration licence shall befor three years and may be
renewablefor additional period of threeyears subject to fulfilment of prescribed
conditions, but shall not include any right to win, extract, work, store, carry
away, transport, export or otherwise treat petroleum discovered in or under
the licence area.

(4) A petroleum exploration licence may cover an area that includes
petroleum prospecting licences or petroleum mining leases, provided that the
holders of such licences or leases, shall have no obligation to purchase the
results of any survey conducted under the petroleum exploration licence.

(5) A petroleum exploration licence granted in respect of frontier acreages
may include a provision permitting the licensee to select, based on the result
of his exploration work and be granted one or more petroleum prospecting
licences prior to the termination of the licence containing thefiscal provisions
stipulated in Chapter 4 of thisAct.

(6) The Commission shall have soleright and title over any acquired raw
and interpreted data obtained by alicensee pursuant to a petroleum exploration
licence, provided that the licensee shall be entitled to grant a data use licence
to athird party subject to awritten authorisation by the Commission, which
shall not be unreasonably withheld.

(7) Alicenseeisentitled to afeefrom athird party for data use licence
granted under subsection (6) and shall remit to the Commission any agreed
portion of the fee due to the Commission.
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(8) Exploration activities conducted pursuant to a petroleum exploration
licence shall be monitored and administered by the Commission in accordance
with regulations made under thisAct.

(9) The Commission shall have soleright and title over all acquired and
interpreted data from existing speculative survey agreements entered into
with the Department of Petroleum Resources on behalf of the Government
prior to the effective date.

(10) Thecarrying out of geological, geophysical or geochemical surveys
for scientific or educational purposesin relation to petroleum do not requirea
petroleum exploration licence, where the results of such surveys are not for
sale or commercial gain.

72. (1) The holder of a petroleum prospecting licence shall, subject to
thefulfilment of obligationsimposed by thisAct, have—

(a) exclusive right to drill exploration and appraisal wells and non-
exclusive right to carry out petroleum exploration operations within the
area provided for in the licence ; and

(b) right to carry away and dispose of crude oil or natural gaswon or
extracted during the drilling of exploration or appraisal wellsasaresult
of production tests, subject to the fulfilment of obligations imposed by
this Act.

(2) A holder of the petroleum prospecting licence shall not be granted
an extension except as prescribed under sections 78 (4), (9) and 79 (6)
of thisAct.

(3) Where aholder of apetroleum prospecting licencefailsto fulfil any
term or condition of thelicence, it shall not, except as provided in thelicence,
givethe Minister aright of claim against the licensee or be deemed a breach
of the licence, if the failure arises from force majeure.

(4) Wherethereisany delay by alicenseein the fulfilment of any term
or condition of a petroleum prospecting licence caused by force majeure, the
period of such force majeure shall be added to the period fixed for the fulfilment
of the applicableterm or condition, provided that such period shall not exceed
three years in total after which, the licence may be terminated by the
Commission or the licensee.

(5) TheMinister may grant apetroleum prospecting licencetoaqualified
applicant recommended by the Commission and shall not grant such licenceto
any other person and wherethe Minister does not grant the licence, the Minister
shall inform the Commission inwriting for the rational e of the decision.

Petroleum
prospecting
licence.



A 180

2021 No. 6 Petroleum Industry Act, 2021

Bidding
process.

Award
process.

(6) Notwithstanding the provisions of this section, apetroleum prospecting
licence may also be granted under section 93 of thisAct.

73.—(1) Subject to the provisions of sections 71 (5), 74 (3), 81 (1) and
93 (2) of thisAct, petroleum prospecting licence or petroleum mining lease
shall only be granted—

(a) based on afair, transparent and competitive bidding process ; and

(b) incompliancewith the provisionsof thisAct, regulations made under
this Act and licensing round guidelines issued by the Commission for each
licensing round.

(2) The Commission may periodically publish alicensing round plan.

(3) Subject to section 71 (5) and other provisionsof thisAct, the Minister
may, on the recommendation of the Commission, grant apetroleum prospecting
licence or petroleum mining lease to a winning bidder in accordance with
section 74 of thisAct, provided that the winning bidder has complied with the
requirements of the bid invitation.

(4) The Minister shall inform the Commission of his decision within 90
days of the application for licence or lease and where he fails to inform the
Commission within the stipulated time, the licence or lease shall be deemed
granted.

74.—(1) The grant of a petroleum prospecting licence or a petroleum
mining lease on apreviously appraised areaof apetroleum prospecting licence
or asurrendered, relinquished or revoked petroleum mining leasein, under or
upon theterritory of Nigeria, shall be by an open, transparent, competitive and
non-discriminatory bidding process conducted by the Commission under section
73 (1) of thisAct.

(2) Thewinning bidder shall be determined on the basis of thefollowing
bid parameters—

(a) asingle bid parameter, which shall be based on any one of thefollowing
parameters—

(i) a signature bonus to be paid in full prior to the granting of the
licence or lease by or on behalf of the winning bidder,

(ii) aroyalty interest,

(iii) aprofit split or profit oil split,

(iv) awork programme commitment during theinitial exploration
period, or

(v) any other parameter as may be defined specific to a bid
round ; and
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(b) a combination of the bid parameters specified in paragraph (a) of
this subsection, based on a points system assessable by the bidder insuch a
manner that the bidder with the highest aggregate number of pointsshall be
thewinning bidder.

(3) Notwithstanding the bidding parameters prescribed in subsection
(2), wherethereisabilateral or multi-lateral agreement between Nigeriaand
another country, the Government may, for strategic purpose and in return for
substantive benefits to the nation, direct the Commission to negotiate and
award apetroleum prospecting licence or petroleum mining leaseto aqualified
investor identified in the agreement or treaty.

(4) A signature bonus payablein respect of any licence or |ease awarded
under subsection (3) shall be based on atransparent method for evaluating the
acreage.

(5) The Commission shall call for bids in accordance with a procedure
published onitswebsiteand in at |east two international financial newspapers
and two national newspapers with wide coverage.

(6) Wherethe Commission callsfor bids pursuant to this section, it shall
prescribein aregulation or guideline the minimum pre-qualification criteriaof
prospective bidders in terms of technical and financial requirements and
previous experience.

(7) The bids received based on the bid parameters prescribed in
subsection (2) through an open, transparent and competitive bidding
process, shall include an electronic bidding process, open to public and
conducted in the presence of representatives of the Nigerian Extractive
Industry Transparency Initiative, the Federal Ministry of Finance and the
Federal Ministry of Petroleum Resources.

75. Thelicensing round guidelines shall be accompani ed with the model
licencefor the petroleum prospecting licence or model leasefor the petroleum
mining lease for the bid round and shall include the—

(a) licence or |ease acreages, the term and minimum work obligations;;

(b) requirementsto be fulfilled by the bidders and the pre-qualification
criteria, as the case may be;

(c) bid parameter ;
(d) list of documentsrequired and criteriafor the eval uation of technical
capacity, financial competence and legal status of interested parties ; and

(e) details and cost for the acquisition of relevant data and studies.
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Model 76. The model licence or model lease for each bid round shall reflect
"Ceé‘;ela”d the conditions of thelicensing round guidelinesfor the bid round and shall
modet fease. inall circumstancesinclude thefollowing clauses—

(a) description of the acreage ;

(b) term of the licence or lease ;

(c) minimum work programme and minimum level of investment ;

(d) detail s of guaranteesto be provided by thelicensee or lesseeregarding

the performance of itslicence or lease obligations ;

(e) details of obligationsregarding relinqui shment, decommissioning and

abandonment ;

(f) rulesfor the resolution of disputes including arbitration, mediation,

conciliation or expert determination ;

(g) applicable sanctionsin the event of failure by the licensee or lessee

to comply with the terms and conditions of the licence or lease ; and

(h) such other clauses as the Commission may deem necessary.

Duration and 77.—(1) A petroleum prospecting licence for onshore and shallow water
areaof acreages shall be for aduration of not more than six years, comprising of an
gf;g:;mg initial exploration period of three years and an optional extension period of
licence. three years.

(2) A petroleum prospecting licence for deep offshore and frontier
acreages shall be for a duration of not more than 10 years, comprising of an
initial exploration period of fiveyearsand an optional extension period of five
years.

(3) The area provided for in a petroleum prospecting licence shall not
exceed—

(a) 350 square kilometres for any onshore or shallow water acreages ;

(b) 1,000 sguare kilometres for any deep offshore acreages ; and

(c) 1, 500 sguare kilometres for any frontier acreages.

Work 78.—(1) A petroleum prospecting licence shall contain a requirement
commitment,  that the licensee commit to a work programme and such other terms and
commerdd  conditions asthe Commission shall determine.

discovery

and (2) Alicenseeshall, during theinitial exploration period and the optional
significant extension period provided for in a petroleum prospecting licence, commit to
g?:covery. drill at least one exploration well to aminimum depth specified in thelicence

for each period, except for frontier acreages, where the work program during
theinitial exploration period may only consist of geophysical work.
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(3) Where a licensee makes a discovery during the initial exploration
period or the optional extension period provided for in the applicable petroleum
prospecting licence, thelicensee shall inform the Commission within 180 days
of the discovery if he considersthat the discovery merits appraisal or isof no
interest to him.

(4) Where alicensee considers that a discovery merits appraisal, the
licensee shall submit to the Commission within oneyear for approval—

(a) a commitment to an appraisal programme of not more than three
yearswith ascopeand nature permitting thelicenseeto declareacommercial
discovery, where the result of the appraisal is positive ; and

(b) the appraisal area, not larger than the outer boundary of the
discovery, as determined by the licensee and a zone of not more than
two kilometres surrounding the outer boundary, provided that the appraisal
area does not extend beyond the area provided for in the applicable
petroleum prospecting licence.

(5) The Commission shall act on the approval request for the appraisal
programme within 60 days after its submission and alicensee shall, upon the
approval of the appraisal programme and appraisal area by the Commission,
promptly carry out the committed appraisal programme.

(6) Where the Commission fails to act on the appraisal programme
referred to under subsection (5) within 60 days, the appraisal shall be deemed
approved.

(7) Theprovision of section 88 (3) of thisAct shall apply to any appraisal
area under subsections (5) and (6).

(8) Thelicensee shall, upon the completion of the appraisal program—

(a) declare a commercial discovery ;

(b) declare a significant gas discovery or a significant crude oil
discovery ; or

(c) inform the Commission that the discovery is of no interest to the
licensee.

(9) Whereasignificant gasdiscovery or significant crude oil discovery
has been declared, the licensee shall be entitled to retain the area of such
significant gasdiscovery or significant crude oil discovery for aretention period
as may be determined by the Commission, which shall not be more than 10
years from the day the declaration was made and with the approval of the
Commission alicenseeisentitled to drill further appraisal wells.
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(20) Theretention areaof asignificant gasdiscovery or significant crude
oil discovery shall continue to subsist pursuant to a petroleum prospecting
licence until the expiration of the period under subsection (9) or declaration of
acommercial discovery by the licensee.

(12) The Commission shall approve an areaof asignificant gasdiscovery
or significant crude oil discovery which shall not be larger than the outer
boundary of the discovery declared by the licensee, including a zone of not
more than two kilometres surrounding the outer boundary, provided that such
area shall not extend beyond the area described in the applicable petroleum
prospecting licence.

(12) The provision of section 88 (3) of thisAct shall apply to any retention
area.

(13) Where, upon the expiry of the retention period determined under
subsection (9), thelicensee has not declared acommercial discovery, thearea
declared under subsection (9) shal beimmediately relinquished by thelicensee.

(14) Upon the relinquishment of the retention areawith thelatest expiry
datereferred to in subsection (13), the applicabl e petroleum prospecting licence
shall expire.

(15) Wherealicenseedeclaresadiscovery of nointerest under subsection
(3) or (8), the Commission may require the relinquishment of the parcelsthat
cover the structure of such discovery.

(16) A commitment by alicensee under this section shall be supported
by a bank guarantee, letter of credit or performance bond issued by a bank
acceptabl e to the Commission for an amount determined by the Commission.

(17) The licensee shal in each calendar year present an annual work
program and status report as prescribed by regulations for approval by the
Commission and such program shall asaminimum, containthe committed work.

79.—(1) Where a licensee under a petroleum prospecting licence
declares a commercial discovery under section 78 (8) (&) of this Act, the
licensee shall within two years of the declaration, submit to the Commission a
field devel opment plan with regard to the commercial discovery together with
acommitment to carry out the work described in the field development plan.

(2) The Commission shall evaluate thetechnical and commercial terms
of the field development plan and shall only approve the field development
plan where—

(a) it meets the technical standards required for petroleum operations
based on good international petroleum industry practices;
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(b) thelocation of the measurement point, measurement processes and
equipment are acceptable to the Commission ;

(c) it results in the maximum economic recovery of crude oil, natural
gas and condensates from the applicable reservoirs;

(d) it meetsthe health, safety and environmental standards, asdetermined
by the Commission;;

(e) it provides for the efficient and commercial use of facilities for
midstream petroleum operations;;

(f) it does not involve excessive capital or operating expenditures ;

(9) itincludes an approved Nigerian content plan pursuant to the Nigerian
Oil and Gas Industry Content Development Act ;

(h) itincludes an environmental management planin aform that complies
with section 102 of thisAct ;

(i) it includes a decommissioning and abandonment plan and a
decommissioning and abandonment fund that complies with sections 232
and 233 of thisAct ;

(j) it providesfor the elimination of routine natural gasflaring ;

(K) it does not rel ate to upstream petroleum operationsthat arein conflict
with domestic gasdelivery obligation ;
() itincludes—
(i) adetailed programme for the recruitment and training of Nigerians

inall phases of petroleum operations handled directly by thelicensee or
through agents and contractors of the licensee, and

(ii) provision for scholarship schemes, internships, continuous
professional development and other training requirements;;

(m) it complieswith the obligationsto host communities under Chapter 3
of thisAct ; and

(n) it includes adevel opment period sufficient to construct any required
infrastructure and the devel opment of the field.

(3) Where the development of a commercial discovery requires
construction of facilities for midstream petroleum operations in a manner
integrated with the upstream petroleum operations, alicensee may submit the
development plan as a single integrated project, which may be reviewed by
the Commission.

(4) Whereasingleintegrated project issubmitted, the Commission shall
review and implement the project based onitsregul atory responsibilities.

Act No 2,
2010.
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(5) Where alicensee does not submit afield development plan and work
commitment within the period set forth in subsection (1), the area containing
the commercial discovery shal berelinquished.

(6) Where the licensee has submitted afield development plan for the
field, the licence shall continue until the process for the grant of alease has
been completed or the Commission has decided not to grant the lease.

(7) Wherethelicensee establishesand secures approval for an appraisal
area or declares a commercia discovery, a petroleum prospecting licence
shall, where required, be extended until the—

(a) grant of the petroleum mining lease ; or
(b) decline of the approval for the appraisal areaor commercial discovery.

(8) Notwithstanding the provisions of section 78 (10) of this Act, the
holder of the retention areashall within two years after declaringacommercial
discovery, submit to the Commission afield development plan that complies
with the requirementsin subsection (2).

(9) The Commission shall giveitsfinal decisionto approve or disapprove
afield development plan within 180 days after the submission of the field
devel opment plan in compliance with the requirementsin subsection (2) and a
lease shall be granted upon the approval of the field development plan.

(10) Where the Commission fails to respond to the field development
plan within 180 days, the plan shall be deemed approved.

(12) A commitment by alicensee under this section shall be supported by
a bank guarantee, letter of credit or performance bond issued by a bank
acceptabl e to the Commission for an amount determined by the Commission.

(12) Upon approval of afield development plan, no material modification
shall be made except in accordance with the approval provisions set out in
subsection (2) and the submission and approval of an amended field
development plan.

(13) Upon the granting of one or more petroleum mining leases, the
annual work program and status report referred to under section 78 (17) of
thisAct shall include the program and report for each lease.

(14) A field development plan may be submitted in phases, with the
detailed provisions under subsection (2) relating to the first phase and the
possible subsequent phases described on a high level basis, with approval
being sought only for the first phase and amended field development plan
needs to be presented for each following phase where the lessee iswilling to
commit to such following phase.
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80.—(1) A licensee or lessee shall promptly notify the Commission of
any petroleum reservoir which extends beyond the boundaries of itslicence or
lease area.

(2) The Commission may, for the purpose of ensuring optimum recovery
of petroleumn from apetroleum reservoir, requireal petroleum operationsrelating
to commercial discovery to be carried out by alicensee or lessee on the basis of
aunitised development of the applicable commercial discovery, where—

(a) the petroleum reservoir covered by an area to which a licence or
|ease relates extends beyond the boundaries of such area into an area to
which another licence or lease relates and in respect of which a different
person is the licensee or lessee ; and

(b) at least onelicensee or lessee has made adeclaration of acommercial
discovery.

(3) The Commission may, upon receipt of anotification under subsection
(2) direct the applicable licensee or lessee to enter into a unit agreement to
develop the petroleum reservoir as a unit, within a period of time to be
determined by the Commission, which shall not be less than two years.

(4) The unit agreement referred to in subsection (3) shall be approved
by the Commission and shall—

(a) be based on terms agreed by the parties and in aform that conforms
with good international petroleum industry practices; and

(b) contain terms and conditions as may be required by a regulation
issued by the Commission under subsection (9).

(5) A unit agreement shall, in addition to the requirements of subsections
(3) and (4)—
(a) be based on reliable technical, operational and economic
considerations;

(b) set out the proposed operator of the applicable unit ; and

(c) set out technical information regarding the petroleum reservoir subject
to unitisation, including structure mapping, net pay and such other engineering
and geophysical information as may be required by aregulation issued by
the Commission under subsection (9).

(6) Where the applicable licensees or lessees are unable to reach
agreement within the time limit imposed by the Commission under subsection
(3), the Commission may, in compliance with subsections (4) and (5), require
the licensees or lessees to jointly appoint a consultant to develop terms and
conditionsthat are fair and equitable to licensees or | essees and Government

Unitisation.
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and which shall be binding on the licensees or lessees after approval by the
Commission and where the applicable licensees or lessees fail to appoint a
consultant within two months after the requirement by the Commission, the
Commission shall appoint the respective consultant and the remuneration of
the Consultant shall be paid by the licensees or lessees.

(7) Where a petroleum reservoir extends beyond the boundaries of the
licence or lease into an adjacent area which is not covered by a licence or
|ease, the Commission may—

(a) extend the boundaries of the licence or lease to include the entire
petroleum reservoir within such licence or lease, provided that the licensee
or lessee submitsto the Commission afield development plan that includes
the additional adjacent area acceptable to the Commission ; or

(b) conduct a bid round for the adjacent area in accordance with the
licensing round guidelines and the provisions of thisAct.

(8) Where a petroleum reservoir unitised under this section is able to
continue in production after the expiration of one or more licences or leases
relating to the petroleum reservoir, the Commission may grant an extension of
the licences and leases in the unitised field.

(9) The Commission may from timeto timeissue regulationsin relation
to unitisation.

81.—(1) A petroleum mining lease shall be granted for each commercial
discovery of crude oil or natural gas or both, to the licensee of a petroleum
prospecting licence who has—

(a) satisfied the conditionsimposed on the licence or the licensee under
thisact ; and

(b) received approval for the applicablefield development plan fromthe
Commission.

(2) A petroleum mining lease shall be granted under sections 70 (2) and
74 of thisAct, where a prospective |lease area contains petroleum field with
suspended wellsor continuing commercial production, wherethe corresponding
petroleum mining lease has been revoked or has expired.

(3) A petroleum mining lease granted under subsection (2) may include
an appraisal phase and the devel opment and production of thefield may include
awork program requirement to enhance ongoing production.

(4) A licensee shall subject to subsection (7), proposethat a separate petroleum
mining lease be granted for each commercial discovery to which apetroleum
prospecting licence relates prior to the expiration of the applicable petroleum
prospecting licence.
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(5) Notwithstanding any grant of a petroleum mining lease under
subsection (4), the applicabl e petroleum prospecting licence shall continuefor
the remaining area to which that licence relates for the duration provided for
in that licence.

(6) The area to which a petroleum mining lease relates and derived
from a petroleum prospecting licence shall be proposed by thelicensee, based
on an independent engineering report, which shall not be binding on the
Commission.

(7) The Commission shall approvethe proposed area, which shall contain
every parcel within the outer boundary of the field based on oil-water contacts,
spill point, intersection of planned development wells with the reservoirs or
other reservoir limits, including azone surrounding the boundary consisting of
all parcels that are in whole or in part within one kilometre of such outer
boundary, provided that such area shall not contain parcels—

(a) outside the original licence area from which the lease is derived ;
(b) in areas relinquished by the licensee ; or
(c) inan existing petroleum mining lease.

(8) The Commission may approve modification of an areaof apetroleum
mining leaseto includefurther parcelsasare appropriate, based onthecriteria
prescribed under subsections (6) and (7), where during the period provided
for in apetroleum prospecting licence, the outer boundary of the commercial
discovery changes due to further—

(a) drilling or other exploration activities; or
(b) petroleum discoveriesin deeper or shallower formations.

(9) Where two or more petroleum mining leases derived from the
same petroleum prospecting licence constitute a single field based on an
interpretation by the Commission of geological or petroleum engineering
data showing that the field isasinglefield, the leases shall be considered
as a single lease, notwithstanding that their boundaries do not join with
another lease, provided the granting date of the single lease shall be the
date of the first lease that was granted.

(20) A petroleum mining lease shall not consist of an area that is less
than one parcel or where aparcel has been subdivided under section 69 (5) of
thisAct, lessthan one subdivision of such parcel.

(11) Notwithstanding the provisions of this section, apetroleum mining
lease may also be granted under sections 74 (3) and 93 of thisAct.
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(12) Where alessee makes a separate commercial discovery underneath
the area of a petroleum mining lease in shallower or deeper formations, the
lessee may present adevelopment plan for such discovery and upon approval
of such plan the lessee shall be granted a separate |ease for such commercial
discovery.

82.—(1) A lessee under apetroleum mining lease shall havetheexclusive
right to carry out the development and production of the petroleum with respect
to the formations under the |ease area as defined in the lease.

(2) A lessee under a petroleum mining lease shall have the exclusive
right to drill exploration and appraisal wells in the lease area and the non-
exclusiveright to carry out petroleum exploration operations.

(3) A petroleum mining lease for conducting upstream petroleum
operations shall only be granted on the basis of a commitment from the
applicable lesseeto—

(a) develop and producethe commercial discovery of crude il or natural
gasin the areato which the lease relatesin accordance with the applicable
field development plan ; or

(b) restart or continue petroleum production in the area to which such
lease relates.

(4) The Commission shall, during theterm of apetroleum mining lease,—

(a) verify theimplementation of thework commitments by the applicable
lessee and its compliance with the applicabl e field development plan;

(b) monitor capital and operating costs incurred by the applicable
lessee ; and

(c) ensure that upstream petroleum operations at al times are carried
out to conform with the standards required by this Act and by regulation
made under thisAct.

83.—(1) Alicenseeor lessee shdll for each petroleum prospecting licence
or petroleum mining lease provide ayearly summary of royalties, fees, taxes,
profit oil shares and other payments to Government within six months after
each calendar year to the Commission and the Minister of Finance through
the Accountant-General of the Federation and in case of joint ventures, where
an operator makes payments to Government, the operator shall provide the
reguired information and whereindividual holders of thelicence or lease make
such payment, the individual holders shall be responsible for providing the
information and where consolidation applies on aconsolidated basis.
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(2) The Commission shall definetherequired detail and classification of
the summary under subsection (1) and the summaries shall be non-confidential
and published on the website of the Commission.

(3) Thetext of any existing contract, licence or lease and any amendment
or side letter with NNPC shall—

(a) not be confidential ;

(b) be published on the website of the Commission within oneyear after
the effective date ; and

(c) be provided to the Commission by acontractor of NNPC, licensee or
lessee within one year after the effective date.

(4) A contractor, licensee or lessee who does hot or partially provides
the Commission with the required information referred to in subsection (3),
within the stipulated time contravenesthe provisions of thisAct andisliableto
an administrative penalty of the sum of US$10,000 for every day the default
subsists.

(5) The text of any new licence, lease or contract or amendment to it
shall not be confidential and shall be published by the Commissionimmediately
following the granting or signing of such texts.

(6) Alicenseeor lesseewho obtained geol ogical, geophysical, geochemical
and other technical petroleum data during upstream petroleum operations as
determined by the Commission shall immediately providethedatato the National
Data Repository of the Commission.

(7) The datareferred to in subsection (6) shall not be confidential,
except for—

(a) trade secrets and proprietary information and other information as
approved by the Commission;

(b) the earlier of a period of five years or the period until the
relinquishment date of the licence area under section 88 (1) and (2), with
respect to exploration data including exploration and appraisal wells and
geophysical surveys;

(c) 10 yearsfor specific surveys carried out under section 71(6) of this
Act ; and

(d) such other information for such periods as determined in the National
Data Repository Regulations, provided, however, that information related
to development wellsand oil and gasfield production related datashall not
be confidential.
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(8) Data in the National Data Repository of the Commission shall be
accessible to any interested person under such terms as may be determined
by the Commission, provided, however, that the respective fees required for
making non-confidential dataavailable shall not exceed the reasonabl e cost of
copying any dataand aminimal hourly payment for the use of work stations.

84.—(1) Unless otherwise prohibited by thisAct or regulation under this
Act, where the Minister grants a licence or lease, a licensee or lessee may
enter into a contract with a third party for the exploration, prospecting,
production or development of crude oil or natural gas or both.

(2) The power to enter into contracts under subsection (1) shall not
confer on any licensee or lessee the right to assign an interest in any licence
or lease, except in accordance with the provisions of thisAct.

85.—(1) The Commission shall develop amodel licence and model |ease,
which may contain an obligation to comply with fiscal obligations and other
provisions related to fees, rents, royalties for such contract attached to or
incorporated in the model licence or model lease.

(2) The model licence and model |ease referred to under subsection (1)
shall comply with the provisions of thisAct and may contain the following
additional contractual provisions—

(a) aproduction sharing contract for the exploration, development and
production of petroleum on terms under which the financial risk-bearing
party shall recover costs from a share of production as established in the
contract from the applicable area ;

(b) a profit sharing contract which is a production sharing contract
whereby the profit oil is provided in cash to Government ;

(c) arisk service contract for the exploration, devel opment and production
of petroleum on terms under which the financia risk-bearing party shall
recover costs by a payment in cash or in kind from petroleum produced
from the applicable area;

(d) aconcession agreement for exploration, development and production
of petroleum, which may include an incorporated or unincorporated joint
venture with NNPC Limited ; and

(e) any contract being avariation of the contracts under paragraphs (a),
(b) (c) or (d) or acontract which, at thetime, isan internationally recognised
form of contract for the exploration and production of petroleum.

(3) Alicenceor lease described under subsection (1) shall not be granted
by the Minister unlessthe appropriate model contract isattached to thelicence
or lease as aguide on the relevant fiscal obligations.
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(4) A contract as provided for under section 85 (2) (d) of thisAct shall
include a carried interest provision, whereby—

() the Government through the NNPC Limited hastheright to participate
up to 60% in the contract or identified as a bid parameter ;

(b) theright to participate shall be from any time upon the granting of the
licence or lease ;

(c) the contract shall stipulate that Government shall refund fully its
proportionate share of the unrecovered proven costs from the date of its
participation and such refunded cost shall relate to development and
production and shall not include bonuses and pendlties, interest, premium or
markups on cost ;

(d) the contract shall not require any upfront payment by the Government ;

(e) the nature, the validity and quantum of the unrecovered costs to be
refunded shall be determined or verified by an agreed expert determination
procedure ;

(f) the refund obligation under this subsection may be in the form of
cash or kind from future share of production or entitlements from the
effective participation date ; and

(9) theterms, conditionsand financial detailsof any right of participation
by the government under this subsection shall be contained in the model
contract prepared by the commission in consultation with NNPC Limited.

86.—(1) A petroleum mining lease granted under section 81 of thisAct
shall be for a maximum period of 20 years, which term shall include the
devel opment period prescribed under subsection (4).

(2) Whereapetroleum mining lease doesnot initiate regular commercial
productionwithin the stipul ated devel opment period prescribed under subsection
(4), the Commission shall recommend to the Minister to revoke the lease or
license at the end of the stipulated development period, unless the lessee or
licensee can provideto the Commission avalid reason that in the Commission’s
opinionissubstantial, in which case the Commission shall recommend to the
Minister to extend the devel opment period accordingly.

(3) Where a petroleum mining lease is revoked under subsection (2),
the applicable acreage shall vest in the Government and be controlled and
administered by the Commission, which may be subject to a new petroleum
mining lease granted in accordance with section 81 of thisAct.

(4) Thedevelopment period for apetroleum mining lease granted under
section 81 of thisAct shall be the period established in the field development

Duration and
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plan under section 79 (2) (n) of thisAct and where devel opment period is not
stipulated, the development period shall be—

(a) five years for an onshore lease ; and

(b) seven yearsfor alease in shallow water or deep offshore or alease
in afrontier acreage.

(5) Acreagein respect of an expired or revoked petroleum mining lease
under this Act shall be subject to a new bidding process under section 73 of
thisAct wherethereisstill commercial production possible, unlessthe term of
the petroleum mining lease is extended under thisAct.

(6) A petroleum mining lease which continues to produce in paying
quantities may be renewed by the Commission in accordance with section 87
of thisAct for one or more successive additional terms, of hot more than 20
years each, provided that—

(a) thefield continuesto produce in paying quantities ; and

(b) al rents, royalties, taxes and other applicable fiscal obligations
stipulated under thisAct shall continue, subject to section 87 of thisAct.

(7) A petroleum mining lease which ceasesto producein paying quantities
for aperiod of not less than 180 days may, except for force majeure or any
other reason acceptable to the Commission, be revoked by the Commission.

(8) A lessee of a petroleum mining lease who intends to suspend
production for more than 180 days and to resume production at a later date,
shall submit to the Commission a specific shut-in plan and a commitment to
restart production in accordance with the shut-in plan.

87.—(1) A lessee of a petroleum mining lease may, not less than 12
months before the expiration of thelease, apply inwriting to the Commission
for arenewal, of leased area or any part of it.

(2) A petroleum mining lease shall be renewed by the Commission where
it is satisfied that the lessee—

(a) hasfulfilled its obligations relating to the development of the lease
area ;

(b) has fully met all payments requirement under thisAct or any other
enactment in respect of royalties, rents, taxes and fees relating to the
petroleum mining lease;

(c) is not in default of any obligation or condition relating to the
lease ; and

(d) hasdischarged al operational obligationsin compliance with applicable
rulesand regulations.
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(3) The renewal referred to under subsection (2) shall be on terms and
conditions determined by the Commission and the lessee shall pay arenewal
bonus of an amount specified by the Commission based on the percentage of
the market value on the renewal date prescribed in the regulation made under
thisAct.

(4) The Commission may, in public interest, change, impose or add new
lease conditions, which shall be published inthe Federal Government Gazette.

88.—(1) Prior to the expiration of theinitial exploration period of three
yearsor of the optional extension period of three yearsunder section 77 (1) of
this Act, alicensee shall relinquish every area that is not an appraisal area,
retention area or lease area based on parcels or sub-parcel under section 69
of thisAct.

(2) Prior to the expiration of theinitial exploration period of fiveyearsor
of the optional extension period of five yearsunder section 77 (2) of thisAct,
alicensee shall relinquish every areathat is not an appraisal area, retention
areaor lease areaon parcel or sub-parcel under section 69 of thisAct.

(3) Every appraisal areaor retention areashall be retained as provided
for under this Act and where one or more declarations of a commercial
discovery have been made, the petroleum prospecting licence shall be extended
until all related petroleum mining leases have been granted or denied.

(4) Alicenseeof apetroleum prospecting licence may voluntarily relinquish
parcels and sub-parcels under section 69 of thisAct, provided that the —

(@) licensee has complied with the obligation in the petroleum prospecting
licence ; and

(b) shape of arelinquished block shall be approved by the Commission
to maintain acreage of shape that is viable for award in afuture licensing
round.

(5) After 10 years of the commencement of a petroleum mining lease—

(a) the applicable lessee shall relinquish all parcels which do not fall
within the boundary of aproducing field under thisAct ; and

(b) any formation deeper than the deepest producing formation shall be
relinquished, and the deep rights shall vest in the Government.

(6) Upontheexpiration of any significant gas discovery retention period
in respect of a petroleum prospecting licence, every area relating to the
significant gas discovery retention area shall be relinquished, unless the
applicable licensee has declared a commercial discovery in such significant
gas discovery retention area.

Relinquish-
ment.
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(7) Anareaor zonerelinquished under this section, shall be vested inthe
Government and administered by the Commission and the relinguishments
shall be in a north-south, east-west direction and defined in a rectangular or
square shaped compact unit.

(8) Any rent paid in respect of an areaor zonethat isrelinquished under
this section shall not be refundabl e and such relinguishment shall be without
prejudiceto any obligation or liability imposed by or incurred under the applicable
licence or lease.

(99 Where the deep rights have been relinquished and subsequently
granted to athird party under subsection (5) (b), the Commission shall ensure
that the licensees or lessees of the overlapping petroleum rights shall enter
into a cooperation protocol based on good international petroleum industry
practices, dealing with matters such as non-interference measures, location
of wells, construction of gathering lines, unauthorised production from
reservoirs, notice of dangerous operations, joint emergency response, joint
use of certain facilities and pipelines, land and water rights and such other
matters as the Commission deemsrequired for optimal petroleum operations
pursuant to regul ations.

89.—(1) Notwithstanding the provisions of thisAct on relinquishment, a
holder of a petroleum prospecting licence, petroleum exploration licence or
petroleum mining lease may surrender part or the whole of the licenced or
leased area, provided that the licensee or |essee has—

(a) complied with obligationsimposed by or incurred under the applicable
licence or lease ; and

(b) given three months' noticein writing to the Commission prior to the
surrender.

(2) Any rent or fee paid prior to a surrender under subsection (1) shall
not be refundabl e and the licence or |ease surrendered shall bewithout prejudice
to any obligation or liability imposed by or incurred under the applicablelicence
or lease.

90. Subject to applicable law, terms and conditions prescribed by the
Commission, aholder of apetroleum prospecting licence, petroleum exploration
licence or petroleum mining leaseisentitled with the approval of the Commission
to rights of way for the laying, operation and maintenance of gathering lines,
telephonelines, power linesand other similar linesthrough or acrossthe areas
the holder may require.
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91.—(1) Subject to subsection (2), the Commission may preserve in
accordance with applicable law, aright of way, easement or other right over
an area to which a petroleum prospecting licence, a petroleum exploration
licence or a petroleum mining lease, which the Commission considers
necessary for the laying, operation and maintenance of pipelines, telephone
linesand power linesand any right of way or other right reserved shall continue
for the benefit of any person to whom the Commission may subsequently
grant the same.

(2) Where a holder of a petroleum prospecting licence, petroleum
exploration licence or petroleum mining leaseis of the opinion that areservation
made by the Commission under subsection (1) affects the health, safety or
environment of a person, the licensee or lessee may object to the reservation
inwriting and the Commission shall reconsider the reservation in light of the
objection.

(3) Theholder of apetroleum prospecting licence, apetroleum exploration
licence or a petroleum mining lease shall—

(a) be entitled to enter and remain on the land that is the subject of the
licence or lease and do such thingsthat are not prohibited by applicable law
or under the licence or lease ; and

(b) comply with applicable law relating to town or country planning or
regulating the construction, alteration, repair or demolition of buildings, or
providing for similar matters, which relatesto the carrying out of operations
authorised by the licence or lease.

92.—(1) A holder of an existing oil prospecting licence or oil mining
lease may enter into avoluntary conversion contract under thisAct.

(2) A licensee or lessee under a conversion contract shall benefit from
thefiscal provisions under Chapter 4 of thisAct, wherethe licensee or |essee
complieswith the provisions of thisAct.

(3) The conversion contract shall contain a termination clause of all
outstanding arbitration and court casesrelated to the respective oil prospecting
licence or oil mining lease and—

(a) any stability provisions or guarantees provided by NNPC in respect
of oil prospecting licencesor oil mining leasesto be converted shall be null
and void ; and

(b) the incentive provisions contained in sections 11 and 12 of the
Petroleum Profit Tax Act shall not apply.
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(4) A conversion contract shall be concluded at a date (“conversion
date”) which isthe earlier of—

(a) 18 months from the effective date ; and

(b) the expiration date of the oil mining lease or date of conversion of the
oil prospecting licenceto an oil mining lease.

(5) Prior totheconversion date, thetermsapplicableto the oil prospecting
licence or oil mining lease prior to the effective date shall continue to apply.

(6) Where a holder of an existing oil prospecting licence or oil mining
lease does hot enter into a conversion contract prior to the conversion date,
thetermsand conditions applicableto the oil prospecting licence or oil mining
lease prior to the effective date of this Act shall continue to apply to the oil
prospecting licence or oil mining lease, subject to sections 124 (2), 125 (6),
174 (6), 303 (1) and 311 (2) (b) of thisAct.

(7) Where an oil prospecting licence is converted, the term of years
included in such licence shall apply to the converted petroleum prospecting
licence.

93. (1) A holder of oil mining lease, including oil mining lease that is
subject to production sharing contract, shall at the renewal date applicable to
the oil mining lease or at the conversion date, designate each area and zone of
the oil mining lease as areas and zones—

(a) which, inthe opinion of the holder, merit appraisal and for which the
holder of the oil mining lease is prepared to present an appraisal program
under section 78 of thisAct ;

(b) in respect of which the holder is prepared to make adeclaration of a
commercial discovery under section 78 of this Act and submit a field
development plan to the Commission under section 79 of thisAct ;

(c) in respect of which the holder is prepared to make adeclaration of a
significant gasdiscovery or asignificant crude oil discovery under section
78 of thisAct and submit an application for approval of aretention area;

(d) in respect of which development of a field is underway based on
prior approvals after having declared the discovery commercial or if no
such declaration was made after having made a final investment decision
to develop thefield ; and

(e) in respect of which regular commercial production is occurring.

(2) Where the total acreage selected under subsection (1) is less than
40% of the areato which the applicable oil mining lease applies, the holder may
select additional areas covered by the oil mining lease for conversion to a
petroleum prospecting licencein such amanner that thetotal of all areas selected
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shall not be more than 40% of the oil mining lease area and where the total
acreage selected under subsection (1) is more than 40%, the holder shall be
entitled to keep such larger area, consisting solely of the selected areas.

(3) Any selected area under subsection (2) shall be based on parcels.

(4) Areas and zones subject to an oil mining lease and not selected by
the holder under subsections (1) and (2) shall be relinquished by the holder.

(5) The relinquishment date for the purpose of subsection (4) shall be
therenewal date or wherethe holder of the oil mining lease decidesto convert
under section 92 (1) of thisAct, the conversion date.

(6) Subject to section 94 of this Act on the applicable relinquishment
date, the Commission shall convert the applicable oil mining lease in respect
of each area and zone—

(a) designated by aholder under subsection (1) (a), (b), (c) or (2) intoa
petroleum prospecting licence in accordance with section 78 of this Act,
with fiscal terms as applicable under section 267 (b) and other terms of
Chapter 4 of this Act for new acreage and with the relinquishment date
being the effective date for such petroleum prospecting licence ; and

(b) selected under subsection (1) (d) and (e), into petroleum mining
leases, with fiscal terms as applicable under section 267 (a) and other
terms of Chapter 4 of thisAct to the lease, provided that, for—

(i) production sharing contracts for the determination of the profit il
dliding scale based on cumulative production, the total production from
all petroleum mining leases shall be applicable, and

(i) royalty purpose, the production of each petroleum mining lease
shall be the basis.

(7) Where a licensee of an oil prospecting licence, including any oil
prospecting licencethat is subject to a production sharing contract, voluntarily
optsto convert itslicenceto apetroleum prospecting licence under section 92
of this Act, it shall select as provided in subsection (1) the areas and zones
indicated in this subsection upon the conversion date and the Commission
shall convert the applicable oil prospecting licence of the areas and zones—

(a) designated by a holder under section 93 (1) (a), (b) and (c) of this
Act asareasto be continued under the petroleum prospecting licence under
this Act, with fiscal terms as applicable under section 267 (b) and other
terms under Chapter 4 of thisAct for new acreage ;

(b) selected under section 93 (1) (d) and (e) of thisAct shall be converted
into petroleum mining leases with fiscal terms as applicable under section
267 (a) and other terms of Chapter 4 of thisAct, applicableto these leases,
provided that—
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(i) with respect to production sharing contracts for the determination
of the profit oil sliding scale based on cumulative production, the total
production from all petroleum mining leases shall be applicable, and

(ii) for royalty purposes, the production of each petroleum mining
lease shall bethe basis; and

(c) the remaining area shall continue as exploration area under the
petroleum prospecting licence, with fiscal termsas applicable under Chapter
4 of thisAct for new acreage.

(8) With respect to existing oil mining leases where NNPC held vested
rightsto natural gas prior to the effective date of the Act, under a conversion
pursuant to subsection (6) (a) and (b), NNPC Limited shall retain theserights
and where NNPC Limited relinquishes such rights, the conversion contract
under section 92 (1) of thisAct, shall includeaconsiderationto NNPC Limited
for the market value of the rights relinquished.

94.—(1) A producing marginal field shall be allowed to continue to
operate under the original royalty rates and farm out agreements, but shall
convert to a petroleum mining lease under this Act, with terms applicable
under sections 267 (b), 302, and other provisions under the Act within 18
months from the effective date.

(2) A discovery declared as a margina field prior to 1st January, 2021
and is not producing shall be converted to petroleum prospecting licence and
shall benefit from the terms for new acreage under Chapter 4 of thisAct.

(3) Where the discovery has been transferred to Government, the
Commission is entitled to offer the petroleum prospecting licence in a bid
round under section 74 of thisAct.

(4) Within three years of the effective date, any marginal field that has
not been transferred to Government, shall be subject to the following process
and the holder of the oil mining lease—

(a) present afield development plan for the marginal field ;

(b) with the consent of the Commission and on terms and conditions as
the Commission may approve under regulations, farm out the discovery ; or

(c) relinquish the field in accordance with the provisions of thisAct.

(5) The consent of the Commission to the farm-out of amarginal field
under subsection (4) (b) shall, amongst others, be subject to the farmee
presenting a field development plan over a period of time agreed with the
Commission and aregulation made under thisAct.
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(6) Thefailureto present afield development plan under section 94 (4)
(a) of thisAct or within the time frame specified under section 94 (5) of this
Act shall require the relinquishment of the marginal field.

(7) A marginal field relinquished under subsection (4) (c) or (6) shall be
vested in the Government and be administered by the Commission.

(8) For the purpose of this section—

(a) “marginal field” meansafield or discovery which has been declared
amarginal field prior to 1st January 2021 or which has been lying fallow
without activity for seven years after its discovery prior to the effective
date ; and

(b) “farm-out” means an agreement between the holder of a petroleum
mining lease or petroleum prospecting licence and a third party, which
permitsthethird party to explore, prospect, win, work and carry away any
petroleum encountered in alicence or lease area during the validity of the
licence or lease.

(9) No new marginal fields shall be declared under thisAct.

95.—(1) A holder of apetroleum prospecting licence or petroleum mining
lease shall not assign, novate or transfer his licence or lease or any right,
power or interest, or a shareholder of an incorporated joint venture shall not
sell or transfer its shares without prior written consent of the Minister.

(2) The consent of the Minister under subsection (1) shall be granted
upon the recommendation of the Commission.

(3) For the purpose of subsection (1), achange of control inthe holder of
alicence or lease under subsection (1) shall be deemed to be an assignment.

(4) A licensee or lessee wishing to assign, novate or otherwise transfer
itsinterest, or ashareholder of an incorporated joint venture wishing to sell or
transfer its shares under subsection (1), shall make an application for approval
of thetransfer to the Commission in theformat prescribed by the Commission,
and be accompanied with any other information that may be pursuant to any
regulations published by the Commission.

(5) Notwithstanding the provisions of subsection (1), aholder of alicence
or lease may by way of security, wholly or partly assign, pledge, mortgage,
charge or hypothecate itsinterests under the applicablelicence, lease or grant
a security interest in respect of the interest, provided that the consent of the
Commission shall be obtained.
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(6) The Commission shall within 60 days of the receipt, act on the
application of the licensee or lessee under subsection (4) and on the request
for consent under subsection (5) and the consent of the Commission with
respect to subsection (5) shall not be unreasonably withheld.

(7) Within 60 days of thereceipt of the recommendation of the Commission
under subsection (4), the Minister shall consider it for approval, such approval
not to be unreasonably withheld, and where—

(a) the Minister regjects the recommendation of the Commission, the
Minister shall provide the reason for such rejection ; and

(b) no response on the application has been received within 60 working
daysfrom thereceipt of the recommendation of the Commission, the consent
of the Minister under subsection (1) shall be deemed to have been granted.

(8) Where the consent of the Minister is granted in respect of the
application for atransfer, the Commission shall promptly record the transfer
in the appropriate register.

(9) The Commission shall communicate the refusal or approval of an
application for an assignment, novation or transfer of alicence or lease in
writing to the applicant.

(210) Wherethe application for an assignment or atransfer of apetroleum
prospecting licence or petroleum mining lease is refused, the Commission
shall inform the applicant of thereasonsfor therefusal and may givereasonable
time within which further representations may be made by the applicant or by
third partiesin respect of the application.

(11) The Minister may grant consent to an assignment, novation or transfer
of a petroleum prospecting licence or petroleum mining lease, subject to the
following termsand conditionswhich the Commission may consider appropriate,
that the proposed transferee—

(a) isacompany incorporated in Nigeria;

(b) is of good reputation and standing ;

(c) hassufficient technical knowledge, experience and financial resources

to enable it effectively carry out al responsibilities of alicensee or lessee
under the licence or lease ; and

Act No 1, (d) shall comply with the Federal Competition and Consumer Protection
2018. Act.

(12) The Commission shall make regulation to prescribe for payment of
fees as a condition for any transaction under subsection (1), which fee shall
be based on a percentage of the value of the transaction and shall not be tax
deductible.
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(13) Theconsummation and detailsof any transaction to which subsection
(2) applies shall be—

(a) fully disclosed to the Federal Inland Revenue Service by the parties
to the transaction ; and

(b) published in the Federal Government Gazette by the Commission.

(14) For the purpose of this section, “change of control” means any
person or persons acting jointly or in concert, to acquire direct or indirect
beneficial ownership of a percentage of the voting power of the outstanding
voting securities of the holder, by contract or otherwise, that exceeds 50% at
any time.

(15) A holder of apetroleum exploration licence shall not assign, novate
or transfer his licence or any right, power or interest without prior written
consent of the Commission.

96.—(1) Upon recei pt of the written recommendation of the Commission
for revocation, the Minister may revoke a petroleum prospecting licence or
petroleum mining lease, where the applicable licensee or |essee—

(a) fails to conduct petroleum operations in accordance with good
international petroleum industry practices, the provisions of this Act and
any other relevant legidlation ;

(b) interrupts production for aperiod of over 180 consecutive dayswithout
justification or as provided for in the applicable licence, lease or approved
field development plan, provided that an event of force majeure shall bean
acceptablejustification for interruption ;

(c) fails to fulfil the terms and conditions of the applicable licence or
|ease or the approved field development plan ;

(d) fails to pay to Government, as they become due, rents, royalties,
taxes or other payments or production shares under thisAct ;

(e) failsto furnish any reports or data on operations as required by law
after having been advised in writing by the Commission of such failure;

(f) assigns, novates or otherwise transfers any interest in the applicable
licence or lease other than in accordance with section 95 of thisAct ;

(g) has obtained an interest, in the applicable licence or lease based on
fal se representation or contrary to corrupt practices and money laundering
laws ;

(h) is declared by a court of competent jurisdiction to be insolvent,
bankrupt or is liquidated, in each case except as part of a solvent plan or
scheme of re-organisation, amalgamation or arrangement ;
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(i) has failed to comply with environmental obligations required by
applicablelaw or by the provisions of the applicablelicence or lease;

()) isowned wholly or in part, directly or indirectly or is controlled by a
former or serving public official or member of the Government, who obtained
his interest in the applicable licence or lease other than as permitted by
applicablelaw ;

(k) does not submit and advance a field development plan and work
commitment under sections 78 and 79 of thisAct ;

() failsto abide by any expert determination, arbitration award or
judgment arising from the dispute resolution provisions set forthinalicence,
lease or thisAct ;

(m) failsto comply with domestic crude oil supply or domestic gasdelivery
obligationsunder thisAct and any subsidiary regulation ; or

(n) failsto comply with the host communities obligations under thisAct.

(2) Subsection (1) (j) shall apply to aformer public official or member of
Government only where the applicabl e interest was acquired while the public
official was in office or was a member of the Government.

97.—(2) Prior to the revocation of a petroleum prospecting licence or
petroleum mining lease by the Minister under section 96 of this Act, the
Commission shall—

(a) serve anotice of default on the applicable licensee or lessee stating
the grounds upon which the Commission may recommend a revocation of
the licence or lease to the Minister ; and

(b) provide the licensee or lessee with a remediation period of not less
than 60 days within which to remedy the default.

(2) Wherethe Commission is satisfied with the remedy provided by the
licensee or lessee under subsection (1) (b), the revocation process shall
terminate.

(3) Where, at expiration of the remediation period provided under
subsection (1) (b), the default persist, the licence or lease may subject to the
provisions of section 99 of thisAct, be revoked in accordance with section 96
of thisAct.

(4) A notice of default shall be—

(a) sent by the Commission to the last known address of the licensee or
lessee or itslegal representativein Nigeria, or

(b) published in the Federal Government Gazette or on the website of
the Commission,
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each of which shall constitute sufficient notice to the licensee or lessee of the
notice of default.

(5) Revocation of apetroleum prospecting licence or petroleum mining
lease shall be without prejudice to any—

(a) liability or obligation which thelicensee or lessee may haveincurred
in favour of the Commission, the Government or any third party ; or

(b) claim, which the Commission, the Federal Government or any third
party may make against the licensee or lessee.

(6) A revocation decision shall be published in the Federal Government
Gazette and the Commission shall amend relevant registers maintained by it
to reflect the revocation.

98.—(1) Within 30 days of the revocation of a petroleum mining lease
or participating or shareholder interest in a petroleum mining lease which is
producing, the Minister may, on the recommendation of the Commission, appoint
an interim operator to ensure petroleum operations continue from the areas
and zones subject to the petroleum mining lease based on good international
petroleum industry practices.

(2) Theinterim operator appointed under subsection (1) shall servefor
aperiod to be determined by the Commission and the related contract shall be
on a service fee basis.

(3) During thetenure of aninterim operator, the Commission may conduct
a fair, transparent and competitive bidding process for the grant of a new
petroleum mining lease to replace the revoked petroleum mining lease.

99.—(1) Where two or more persons are holders of a petroleum
prospecting licence or petroleum mining lease and one or more of the
grounds for revocation set forth in section 96 of thisAct appliesto not all
of the holders, the Minister—

(a) may, in accordance with section 96 of this Act, revoke the
participating or shareholders interest of the holder or holders to which
the grounds apply ; and

(b) shall not revoke the interests of the other holder or holdersto which
the grounds do not apply.

(2) A holder to which the grounds apply under subsection (1) (a) is
referred to as a*“ defaulting holder” and a holder to which the grounds do not
apply under subsection (1) (b) is referred to asa* non-defaulting holder”.
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(3) Upon arevocation of an interest under subsection (1) (a), therights
of thedefaulting holder shall ceasewithout prejudiceto any obligation or liability
incurred or imposed on the defaulting holder under the terms and conditions of
the licence or lease prior to the time of the revocation.

(4) Theinterestsof each non-defaulting holder shall not be affected by
arevocation of the interest under subsection (1) (b) and the non-defaulting
holders shall take such measures as provided for under the joint operating
agreement or shareholder agreement to redistribute the revoked participating
or shareholder interest to the non-defaulting holders or third parties.

(5) Where subsection (1) applies, an assignment to a third party may
require the approvals stipulated under this Act and any replacement of the
operator will require the approval of the Commission.

(6) The Minister may revoke alicence or lease, where anon-defaulting
holder under subsection (1) (b), failsto—

(a) takeresponsibility for the payment of rents, royalties, taxes, production
shares, profit shares or other contractual payments to Government of the
defaulting holder under the licence or lease ; or

(b) comply with any other obligation under the licence or lease in a
manner that may result in the revocation of the licence or lease under section

96 of thisAct.
Fees, 100.—(1) A holder of a petroleum prospecting licence or petroleum
royalties, mining lease shall pay to the Government royalties, fees, rentsand production
rents and or profit shares in the amount and time as prescribed in the licence or lease
other . . ..
payments to under thisAct and regulations made by the Commission.
Government.

(2) Where royalties, fees, rents, production or profit shares or other
required payment to Government due under this section remains unpaid for a
period of 30 days after the date when it becomes due for payment, it shall be
considered as a debt to the Commission with interest accruing at aprevailing
Central Bank of Nigeria (CBN) rate to be provided for in aregulation issued
by the Commission.

() The Commission may, after the 30 days period referred to under
subsection (2) and until the debt is repaid, together with accrued and unpaid
interest—

(a) enter into and upon any land, property or premises owned, possessed
or occupied by the holder of the licence or lease ;

(b) seize, distrain and sell any petroleum, petroleum products, engines,
machinery, tools, implements or other effects bel onging to the holder of the
licence or lease, and the costs incurred by the Commission in connection
with the seizure, distress and sale shall be added to the debt ; and
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(c) out of money arising fromthe sale of any item referred to in paragraph
(b), pay off the debt and any surplus shall be paid by the Commission to the
holder of the licence or lease.

(4) Payment to Government referred to under this section shall not be
waived or discounted.

(5) Nothinginthissection shall beinterpreted asto reduce or amend the
provisions of section 96 (1) (d) of thisAct.

101.—(1) A licensee or lessee shall not enter upon, occupy or
exercise any of the rights or powers conferred by itslicence or lease in
relation to any—

(a) areaheld to be sacred, the question asto whether the areais sacred or
not shall be decided by the customary court of the area, where necessary ;

(b) part of the following relevant areas, except it obtains a written
permission from and subject to conditions as may be imposed by the
Commission, any part—

(i) set apart for, used or appropriated or dedicated to public purposes,

(i1) occupied for the purposes of the Government of the Federation or
a State,

(iii) situate within atownship, town, village, market, burial ground or
cemetery,

(iv) whichisthesite of or iswithin 50 yards of any building, installation,
water reservoir, dam, public road or tramway or which is appropriated
for or situate within 100 metres of any railway, or

(v) of theland under cultivation ;

(c) any part consisting of privately owned or legally occupied land other
than private land falling under paragraph (b) except permission inwritingto
do so has been obtained by the licensee or lessee from the Commission,
which may grant permission if the licensee or |essee has—

(i) given previous naotice in writing to the Commission specifying by
name or other sufficient designation and by quantity, the land proposed
to be occupied and the purpose for which it isrequired, and

(i) paid or tendered to the person in lawful occupation or the owner
or owners of the land fair and adequate compensation ; and

(d) dispute under paragraph (c) asto who isin lawful occupation or the
owner of any land or as to the amount of any compensation payable, the
licensee or lessee, pending the determination of the dispute, shall deposit
with the Federal High Court, with jurisdiction over the matter, such sum as
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shall be determined by the Federal High Court to be reasonable compensation
payable to the rightful owner or occupier of the land, having due regard to
the existing regulatory framework.

(2) A person shall not, in the course of petroleum operations—

(a) injure or destroy any tree or object which is—
(i) of commercial value, or
(ii) the object of veneration to the people resident within the licence
or lease area ;
(b) damage or destroy any building or property ; or
(c) disturb or damage the surface of the land or any other rights to any

person who owns or is in lawful occupation of the surface area covered by
the licence or lease.

(3) A licensee or lessee who causes damage under subsection (2) shall
pay fair and adequate compensation to the persons or communities directly
affected by the damage or injury.

(4) The amount of compensation payable under subsections (1) (c) (ii)
and (3) shall be determined by the Commission and prescribed by regulation
made under this Act.

(5) Where alicensee or lessee failsto pay compensation as prescribed
under subsection (4) within 30 days, the Commission may apply sanctionsin
accordance with regulations made under thisAct.

Environmental 102.—(1) A licensee or lessee who engages in upstream and midstream
management.  petroleum operations shall within—

(a) one year of the effective date, or

(b) six months after the grant of the applicable licence or lease,

submit for approval an environmental management plan in respect of projects
which reguire environmental impact assessment to the Commission or Authority,
as the case may be.

(2) The environmental management plan under subsection (1) shall bein
accordance with the extant Acts.

(3) The Commission or Authority, asthe case may be, shall approve the
environmental management plan, where—
(a) it complieswith relevant environmental Acts; and

(b) the applicant has the capacity or has provided for the capacity to
rehabilitate and manage negative impacts on the environment.



Petroleum Industry Act, 2021 2021 No. 6

A 209

(4) The Commission or Authority, asthe case may be, shall in considering
the environmental management plan, takeinto account the policy thrust of the
Government regarding environmental protection and management practices.

(5) The Commission or Authority, as the case may be, may request for
additional information from the licensee or lessee and may direct that the
environmental management plan be adjusted in a manner the Commission or
Authority may require.

(6) The Commission or Authority, as the case may be, may after its
approval of an environmental management plan and after engagement with
the operator of alicenceor lease, call for an amendment of the environmental
management plan.

(7) Chemicals shall not be utilised for upstream petroleum operations,
except the Commission grants an applicable permit and approval.

103.—(1) Asacondition for the grant of alicence or lease and prior to
the approval of the environmental management plan by the Commission or
Authority, alicensee or lessee shall pay aprescribed financial contribution to
an environmental remediation fund established by the Commission or Authority,
as the case may be, for the rehabilitation or management of negative
environmental impacts with respect to the licence or lease.

(2) In determining the amount of the financial contribution, the
Commission or Authority asthe case may be, shall takeinto consideration the
size of the operations and the level of environmental risk that may exist.

(3) Thefinancia contribution to an environmental remediation fund under
subsection (1) shall be subject to audit by the licensee or lessee, in accordance
with guidelinesthat the Commission or Authority may, asthe case may be, issue.

(4) Wherelicensee or lesseefailsto rehabilitate or manage or isunable
to undertake the rehabilitation or management of any negative impact on the
environment, the Commission or Authority, as the case may be, may, upon
written noticeto the holder, apply the fund under subsection (1) to rehabilitate
or manage the negative environmental impact.

(5) A licensee or lessee shall, under subsections (1) and (2) assess its
environmental liability annually and increase its financial contribution to the
satisfaction of the Commission or Authority, as the case may be.

(6) Where the Commission or Authority, as the case may be, is not
satisfied with the assessment and financial contribution referred to in this
section, the Commission or Authority, as the case may be, may appoint an
independent assessor to conduct the assessment and determine the financial
contribution.
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104.—(1) A licensee, lessee or marginal field operator that flares or
vents natural gas, except —

(a) in the case of an emergency,
(b) pursuant to an exemption granted by the Commission, or
(c) as an acceptable safety practice under established regulations,

commits an offence under thisAct and isliable to afine as prescribed by the
Commission in regulations under thisAct.

(2) A finedueunder thissection shall be paidinthe same manner and be
subject to the same procedure for the payment of royaltiesto the Government
by companies engaged in the production of petroleum.

(3) A fine paid under this section shall not bedligiblefor cost recovery or
be tax deductible.

(4) Money received from gasflaring penalties by the Commission under
this section, shall be for the purpose of environmental remediation and relief
of the host communities of the settlors on which the penalties are levied.

105.—(1) A licensee or lessee shall pay a penalty prescribed pursuant
to the Flare Gas (Prevention of Waste and Pollution) Regulations.

(2) The Commission shall have the right to take free of charge natural
gasthat is destined for flaring at the flare stack.

106.—(1) A licensee shall, prior to the commencement of petroleum
production, install metering equipment conforming to the specifications
prescribed on every facility from which natural gas may be flared or vented
asthe Commission or the Authority may prescribein aregulation.

(2) Alicenseeor lesscewho failsor refusesto install metering equipment
under subsection (1) commitsan offenceandisliableto afineasthe Commission
or the Authority may prescribe under aregulation.

107. The Commission or the Authority may grant apermit to alicensee
or lesseeto allow theflaring or venting of natural gas for a specific period—

(a) whereit isrequired for facility start-up ; or

(b) for strategic operational reasons, including testing.

108. Notwithstanding any provision to the contrary under this Act, a
licensee or lessee producing natural gasshall, within 12 months of the effective
date, submit a natural gas flare elimination and monetisation plan to the

Commission, which shall be prepared in accordance with regulations made by
the Commission under thisAct.
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109.—(1) The supply of crude oil and condensates for the domestic
market shall, subject to subsection (2), be on awilling supplier and willing
buyer basis.

(2) TheCommission may issueregulationsor guidelineson the mechanism
for theimposition of adomestic crude oil supply obligation on lessees of upstream
petroleum operations, including applicable penalties.

(3) The Authority shall supply the Commission on a regular basis the
crude oil reguirements of refineries in operation and where shortages or
inadequate supply conditions occur report such conditionsto the Commission.

(4) The Commission shall ensure that the domestic crude oil supply
obligation containsthefollowing, that—

(a) crudeoil may only be sold to holders of crude ail refining licences,
whose refineries are in operation ;

(b) the supply of crude oil shall be commercially negotiated between
the lessee and the crude ail refining licensee, having regard to the prevailing
international market price for similar grades of crude ail ; and

(¢) holdersof crudeail refining licences shall provide payment guarantees
as required by the applicable lessee, and payment for crude oil purchased
pursuant to obligations shall be in US dollars or Naira, as may be agreed
between the lessees or suppliers and the licensee of the refining licence.

110.—(1) Subject to subsections (2) and (4), the Commission shall, by a
regulation or guideline made under thisAct,—

(a) prescribe and allocate the domestic gas delivery obligation among
all lesseesbefore 1st March of each year based on the domestic gas demand
requirements determined or updated under section 173 of thisAct ; and

(b) ensure compliance by every lessee of the domestic gas delivery
obligation.

(2) Alesseemay, onavoluntary basis, conclude contractswith wholesale
customers of the strategic sectors or with wholesale gas suppliers supplying
the strategic sectors for delivery of marketable natural gas on a free market
basisto these customersor suppliersand notify the Commission of the contracts
and where the volume of the contractsisequal to or higher than the domestic
gas delivery obligation for the lessee, the | essee shall—

(a) be deemed to have fulfilled its domestic gas delivery obligation ;
(b) not be a producer client of the gas aggregator ; and
(c) inform the gas aggregator.
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(3) A lesseewho has complied with its domestic gasdelivery obligation
or may wish to supply wholesale customers who are not part of the strategic
sectors may deliver further supplies of marketable natural gasto the domestic
market on awilling seller and willing buyer basis.

(4) A wholesalegas supplier may, on avoluntary basisand following the
procedure stipulated under subsection (2)—

(a) enter into a contract with a lessee or wholesale customer of the
strategic sectors for the delivery of marketable natural gas to the
customers ; and

(b) inform the Commission and A uthority of the contracts.

(5) The Commission shall require a lessee producing natural gas to
carry out works and operations which may berequired to increase production
and to dedicate specific volume of the natural gas produced towards the
requirements of the domestic market.

(6) The volume of natural gas to be dedicated by alessee towards the
domestic gasdelivery obligation shall be based on an all ocation system among
| essees as determined by the Commission upon consultation with the Authority
with consideration of supporting infrastructure availability.

(7) Alesseeshal beobligedto deliver thevolume of natura gasprescribed
under subsection (6) to awholesale customer determined by the domestic gas
aggregator and at alocation indicated by the domestic gas aggregator under
section 156 of thisAct.

(8) Subject to the provisions of subsection (7), a lessee who fails to
comply with the domestic gas delivery obligation shall incur a penalty of US
$3.50 per MMBtu not delivered, provided that, where the lessee has signed a
gas purchase and sale agreement with a wholesale supplier of the strategic
sectors, the penalty for failure to deliver shall be as stated in that agreement.

(9) The penaty amount of US $3.50 per MMBtu referred to under
subsection (8) may be adjusted asthe Commission may prescribeinaregulation
made under this Act.

(10) A lessee shall not incur a penalty prescribed under subsection (8),
where it can establish that its failure to comply is as aresult of—

(a) force majeure ;

(b) theinability of apurchaser to accept allocated natural gasvolumes;

(c) theinability to transport the allocated natural gasfor reasons beyond
the control of the lessee ; or

(d) the failure of a purchaser to pay for allocated natural gas volumes.
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(11) The Commission shall discontinue the imposition of domestic gas
delivery obligations, where the Authority has determined under section 167
(3) of thisAct that the natural gas market has attained full market status.

(12) Upon being alocated the volumesto be supplied under the domestic
gassupply obligation under subsection (1), thelessee shall submit amarketable
natural gas production and supply plan consistent with these obligationsto the
Authority.

(13) A producer-customer of the domestic gas aggregator shall pay
compensation to customer-client for any loss suffered asaresult of default to
supply marketable natural gasin accordance with agas purchase order issued
by the domestic gas aggregator.

(14) A lessee who does hot comply with the domestic gas delivery
obligation asdirected by the Commission shall—

(a) in addition to the penalties provided under subsection (8), not be
entitled to supply natural gasto any hew midstream gas export operations,
provided that this provision shall not apply to gas sal es agreements already
entered into ; and

(b) where the lessee is supplying natural gas to midstream gas export
operations, the Commission may impose other sanctions as are prescribed
in aregulation made under thisAct.

(15) Anapproval for the supply of natural gasfor export projects shall,
from the effective date, be subject to prior compliance by the lessee with its
domestic gasdelivery obligation.

(16) Domestic gas delivery contracts entered into by lesseesor licensees
prior to the effective date and continuing after the effective date, shall be
counted towardstheir domestic gas delivery obligation under this section.

PART |1|—GENERAL ADMINISTRATION OF MIDSTREAM
AND DowNsTREAM PETROLEUM OPERATIONS

111.—(1) TheAuthority may grant, renew, modify or extend individual
licences or permits, provided that, where it relates to the establishment of
refineries the licence shall be issued by the Minister on the recommendation
of theAuthority.

(2) TheAuthority shall only grant alicencefor midstream or downstream
petroleum operations, where—

(a) it meets the technical standards required for petroleum operations
based on good international petroleum industry practices;
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(b) thelocation and size of the area occupied by thefacilities or right of
way is acceptable to the Authority ;

(c) it meetsthe health, safety and environmental standards, as determined
by the Authority ; and
(d) it provides for the efficient and economic use of facilities and
pipelines.
(3) The Authority shall only grant a licence for midstream petroleum
operations where it—

(a) does not involve excessive capital or operating expenditures;

(b) includes an acceptabl e environmental management plan under section
102 of thisAct ;

(c) includes a decommissioning and abandonment plan and a
decommissioning and abandonment fund that complies with sections 232
and 233 of thisAct ;

(d) providesfor the elimination of routine natural gasflaring ;

(e) doesnot relate to midstream petroleum operationsthat would conflict
with alicence already granted ; and

(f) includes—

(i) adetailed programmefor the recruitment and training of Nigerians
inall phases of petroleum operations handled directly by thelicensee or
through agents and contractors of the licensee, and

(i1) provision for scholarship schemes, internships, continuous
professional development and other training requirements.

(4) An application for the grant, renewal or extension of a licence or
permit shall—

() be made to the Authority in the form and manner prescribed by
regulation;;

(b) be accompanied by the payment of aprescribed fee, where applicable,
together with information or documents as prescribed in the regulations
under thisAct ; and

(c) include adecommissioning and abandonment plan, wherethelicence
contemplates the construction of pipelines, storage tanks, processing or
other facilities.

(5) The Authority may furnish an applicant for the grant, renewal or
extension of alicence or permit, with non-confidential information asmay be
necessary to facilitate thefiling of the application.
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(6) An applicant for alicence or permit, who is an affiliate of a body
corporatethat has applied for or holdsany other licence or permit shall disclose
such relationship to the Authority inits application.

(7) TheAuthority shall consider information presented in respect of an
application for alicence or permit, including representations from interested
partiesin favour of or against the granting, extension or renewal of thelicence
or permit and shall inform the applicant of its decision within 90 days of the
application.

(8) WheretheAuthority hasdecided to grant alicence or permit, it shall
publish anotice of itsdecisionin theform and manner prescribed in regulations
issued by theAuthority.

(9) WheretheAuthority declinean application, it shall inform the applicant
of its refusal of the application, reasons for the refusal and may state a
reasonabl e time within which the applicant may make further representations.

(10) TheAuthority shall consider any representation made by an applicant
for alicence or permit ontherefusal of an application, where such representation
involves new information not previously considered.

(11) TheAuthority shall not consider further application or representation
made by an applicant in respect of a refusal of an application previously
considered and rejected by the Authority.

(12) An applicant that is not satisfied with the reasons given by the
Authority for refusal of an application may apply to the Federal High Court
for ajudicial review.

112.—(1) The Authority shall publish a notification of any application Advertisement

madefor thegrant of alicence or renewal under thisPart in amanner prescribed
by aregulation under thisAct.

(2) Upon the publication of the notification of the application referred to
under subsection (1), interested parties may comment or make representations
to the Authority in respect of the application in accordance with the time
prescribed by regulation under thisAct.

(3) Upon the grant or renewal of alicence, the Authority shall publish
notification of the grant or renewal in the form and manner prescribed by
regulation under thisAct.

113.—(1) The Authority shall make regulations and guidelines for the
grant or renewal of licence for midstream and downstream petroleum
operations.
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(2) TheAuthority shall in consultation with the Commission ensurethe
implementation of the domestic crude oil supply obligation and domestic gas
delivery obligation.

(3) TheAuthority shall ensurethird party accesstofacilitiesand pipelines
for midstream and downstream petroleum operations where such facilities
and pipelinesare operated for the own account of thelicensee and shall ensure
open access where the facilities and pipelines are operated by thelicensee on
an open access basis.

(4) TheAuthority shall encouragethird party investment in facilitiesand
pipelinesfor midstream and downstream petroleum operations.

(5) The Authority may make regulations on tariffs, which shall be
consistent with the tariff methodology set out in thisAct.

(6) The Authority may make such other regulations consistent with the
regulatory functions of the Authority under section 32 of thisAct.

114.—(1) Conditionsin alicence or permit issued under this Act may
require the holder of alicence or permit to—

(a) comply with any directions of the Authority in relation to matters
specified in the licence or permit ;
(b) undertake or refrain from anything specified in the licence or permit ;

(c) secure the approval of the Authority prior to undertaking anything
specified in the licence or permit ;

(d) comply with relevant industry codes, standards and market rules ;

(e) undertake its activities subject to the prescribed tariffs or tariff
methodology ;

(f) provide relevant information to the Authority ;

(g) prepare and submit to the Authority true, fair and sufficient annual
statements in such form, and particulars as the Authority may require ;

(h) make available to the Authority such books as may be requested by
authorised officers of the Authority ;

(i) impose restrictions on the disposal of assets;

(j) adhereto undertakings made within abusi ness plan submitted as part
of the application process;

(K) prepare and submit to the Authority such information and periodical
reports as the Authority may require ;

(1) publishterms of accessto itstransportation or distribution pipeline or
petroleum liquids or gas transportation networks as the case may be ; and
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(m) operateitslicence or permit and related facilities, if any, according
to the standard of areasonable and prudent operator.

(2) Theduration of alicence or permit shall be specified by regulations
made under thisAct and the conditions applicableto thelicence or permit may
cease to have effect or be modified in accordance with terms specified in the
licence or permit.

(3) Alicenceor permit of the same class granted by the Authority, shall
contain similar conditions representing standard conditions for that classand
any differencein the conditionsin thelicence or permit shall only befor good
reasons, which shall be published in the Federal Government Gazette.

(4) Subject tothisAct, theAuthority shall have power to include special
conditions specific to aparticular licence or permit or to aholder of thelicence
or permit, provided that the special conditions are designed to meet specific
circumstances and shall not be a disadvantage to another holder of alicence
or permit.

(5) The Authority may specify in alicence or permit a date on which
activities shall commence.

(6) The Authority may provide that an activity be exclusive for al or
part of the period of the licence or permit for a—

(a) specific purpose ;
(b) specified geographical area and route ; or
(c) combination of paragraphs (a) and (b).

115.—(1) A licence or permit shall be issued subject to compliance by
the applicant with the provisions of the Land UseAct in respect of compensation
for acquisition of land for midstream and downstream petroleum operations.

(2) The Governor of aState of which land isrequired for carrying out operations
or activities subject to alicence or permit may issue a certificate of occupancy
under the Land UseAct in respect of the land and in accordance with existing
state law.

116. A holder of a licence or permit shall not discriminate against
customers, classes of customers or their related undertakings in respect of
access, tariffs, prices, conditions or standards of service, except for justifiable
and identifiable differences regarding matters such as quantity, transmission
distance, length of contract, load profile, interruptible supply or other
distinguishing features approved by the Authority.
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117.—(1) A holder of a licence or permit shall not, without the prior
written consent of the Authority, assign or transfer itslicence or permit or any
right or obligation arising from the licence or permit.

(2) Anapplication for assignment or transfer of alicence or permit shall be
made to the Authority, which may require the applicant to publish anotice of the
application in the form, manner and time prescribed by regulation under thisAct.

(3) The Authority shall, in the determination of whether a licence or
permit is to be assigned or transferred,—

(a) follow the same procedure with appropriate modifications ;
(b) apply the same rules and criteria;

(c) consider the same issues as if the party to whom the licence or
permit isbeing assigned or transferred isapplying for anew licence or new
permit ; and

(d) consider the representations made to it by third partiesin respect of
the application.

(4) TheAuthority shall, subject to subsection (3), communicateinwriting,
itsapproval or refusal of an application for assignment or transfer of alicence
or permit within the time prescribed by regulation under thisAct.

(5) Where the Authority does not approve or refuse an application and
failsto communicateits decision to an applicant for the assignment or transfer
of alicenceor permit within the prescribed time, the application shall be deemed
to be approved.

(6) Where the Authority refuses the grant of an application for an
assignment or atransfer of alicence or permit, it shall communicate to the
applicant thereason for the refusal and shall give reasonabletimewithinwhich
further representation may be made by the applicant or by a third party in
respect of the application.

(7) WheretheAuthority grant consent to an assignment or transfer of a
licenceor permit, it shal notify the applicant inwriting, subject to any condition
it may consider appropriate.

118.—(1) TheAuthority may suspend or amend the conditions applicable
to alicence or permit or include additional conditions subject to subsection (2).

(2) TheAuthority shall not suspend or amend any condition applicable
to alicence or permit or include additional conditions to alicence or permit
unlessit givesthe holder—

(a) a written notice of its intention and a draft copy of the proposed
suspension or amendment ; and
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(b) an opportunity to make awritten submission to the Authority within
thetime specified by regulation.

(3) The procedure for the suspension or amendment of a conditionin a
licence or permit shall be as prescribed by the Authority in aregulation under
thisAct.

(4) A holder of alicence or permit who is dissatisfied with the decision
of the Authority to suspend or amend a condition in alicence or permit may
apply to the Federal High Court against the decision.

119.—(1) The holder of alicence or permit may, upon an application in
the form, manner and meeting any condition prescribed by the Authority in a
regulation made under this Act surrender the licence or permit, where—

(a) thelicenced or permitted activity isno longer required ;
(b) thelicenced or permitted activity isnot economically justifiable;

(c) another qualified personiswilling and able to assume the rights and
obligations of the holder of the licence or permit in accordance with the
reguirements and objectives of thisAct ; and

(d) applicable, the holder of the licence or permit has complied with the
requirementsof the law in respect of relinquishment, decommissioning and
abandonment of installations and reclamation of land.

(2) A holder of thelicence or permit who has commenced activitiesand
has ongoing operations shall, except ashorter period isstipulated inthelicence
or permit, givethe Authority aminimum of 12 months’ noticeinwriting of its
intention to ceaseits activities.

(3) Theform and procedure to be followed in surrendering alicence or
permit under subsection (2) shall be as prescribed by regulation.

120.—(1) Notwithstanding the provisions of Chapter 2 of thisAct related
to midstream and downstream petroleum operations, alicence or permit may
be revoked, where—

(a) the holder becomes insolvent, bankrupt, enters into an agreement or
composition with its creditors or takes advantage of any enactment for the
benefit of the debtors or goes into liquidation, except as part of a scheme
for an arrangement or amalgamation ;

(b) upon the transformation or dissol ution of the company or corporation,
except it is for the purpose of amalgamation or reconstruction, provided
that the prior written consent of the Authority has been obtained ;

(c) aholder of alicence or permit failsto commence activity within the
timeframe prescribed in the licence or permit ;
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(d) the holder of alicence or permit failsto comply with applicablelaws
and regulations on terms and conditions of itslicence or permit ;

(e) the holder interrupts midstream or downstream petroleum operations
for a period of more than 180 consecutive days without justification as
provided for in the licence or permit, the acknowledgement of an event of
force majeure, shall be an acceptablejustification for interruption ;

(f) the holder assigns or transfers any interest in the licence or permit
without obtaining the prior written consent of the Authority ;

(g) the holder has acquired the licence or permit based on false
representation or contrary to corrupt practices and money laundering laws;;

(h) the holder has failed to comply with environmental obligations as
required by law or the provisions of the licence or permit ;

(i) the holder is owned wholly or in part, directly or indirectly or is
controlled by a former or serving public official or member of the
Government, who obtained his interest in the applicable licence or lease
other than as permitted by applicable law ; and

(i) the hol der failsto abide by any expert determination, arbitration award
or judgment arising from the dispute resolution provisions set forth in a
licence or thisAct.

(2) Subsection (1) (i) shall apply to aformer public official or member of
Government only where the applicabl e interest was acquired while the public
official wasin office or was a member of the Government.

121.—(1) Prior to a decision by the Authority to revoke a licence or
permit under section 120 of thisAct, the Authority shall—

(a) serve a notice of default on the holder setting forth in reasonable
detail the default of the holder ; and

(b) give the holder 60 days within which to remedy the default.

(2) WheretheAuthority is satisfied with the remedy of the holder under
subsection (1) (b), the revocation process shall terminate.

(3) Where, at the expiration of 60 days, the holder fails to remedy the
default, the licence or permit shall be terminated.
(4) A notice of default shall be—
(a) sent by the Authority to the last known address of the holder of
licence or permit or itslegal representative in Nigeria, or
(b) published in the Federal Government Gazette or on the website of
theAuthority,

each of which shall constitute sufficient notice to the holder of licence or
permit of the notice of default.
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(5) Revocation shall be without prejudice to any—
(a) liabilitieswhich the holder may haveincurred ; or

(b) claim, which the Authority, the Government or any third party may
make against the holder of licence or permit.

(6) A revocation decision shall be published in the Federal Government
Gazette and the Authority shall amend relevant registers maintained by it to
reflect the revocation.

122.—(1) The Authority shall, in exercising its powers of commercial
regulations, be guided by the following principles in designing a pricing
framework for transportation, distribution and processing petroleum tariffs—

(a) for transportation, distribution and processing of petroleum shall be
on a cost-reflective basis ;

(b) charged shall permit a reasonable return for licensees on their
investments;

(c) shall not discriminate between customerswith similar characteristics
under section 116 of thisAct ; and

(d) shall be determined in US Dollars or other foreign currency as
applicable with aview to attracting foreign investment to midstream and
downstream petroleum operations, provided that payments of the tariffs
may be made in the respective foreign currency or equivalent value of
Naira at the open market rate published by the CBN as applicable under
theregulations.

(2) The tariff methodology for tariffs related to new gas transportation
pipelines, gas distribution networks and facilities requiring a gas processing
licence shall include, that—

(a) tariffsshal be determined in US Dallars, but may be paid in Naira,
where the applicable exchange rate shall be based on the Securities and
Exchange Commission over the counter market rate or any successor rate ;

(b) the capital costs may be recovered in equal installments over a
period as determined by the Authority ;

(c) the after tax rate of return on equity shall be such that it attracts
major investment and the rate of return shall apply during construction ;

(d) where short pipelines connecting producers or consumers to a gas
transport pipeline or gas transport pipeline network and in other justified
cases, the Authority may approve that capital costs be based on 100%
equity, otherwise areasonable debt or equity ratio shall apply ;

(e) where a debt or equity ratio applies under paragraph (d) of this

subsection, the cost of any interest and financing charges shall berecovered ;
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(f) operating costs, including allocation for overhead and profit margin
on operating costs, shall be recovered and the costs shall be adjusted for
inflation;

(9) line losses and gas energy use shall be taken into account ;

(h) any applicable tax, levy and duty shall be recovered ;

(i) where capital costs have been fully recovered, the tariff shall no
longer include the items under paragraphs (b), (¢) and (d) ; and

(j) tariffs shall be based on the estimated throughput as estimated by the
Authority, notwithstanding the capacity of the gastransportation pipeline, gas
distribution network or processing plant.

(3) The Authority may by regulation modify or provide further detail on
the provisions of subsection (2) and establish morefavorabletariffsfor credit
worthy shippers willing to commit to long term ship-or-pay agreements
facilitating the financing of the respective pipelinesor plants.

(4) The Authority may approve negotiated tariffs where one or more
whol esale customers connect with a pipeline to a transportation network or
transportation pipeline or in other cases where justified in the opinion of the
Authority.

123.—(1) Tariffs charged by licensees for the use of any facility or
infrastructurelicenced by the Authority for usein midstream and downstream
petroleum operations shall be set according to one or moretariff methodol ogies
adopted by the Authority for a particular set of licences, in conformity with
the applicablefiscal regime, provided that the tariff methodol ogies shall—

(a) allow an operator to recover reasonabl e cost incurred, benchmarked
against industry best practice and areasonabl e return on the capital invested
in the business;;

(b) ensure the efficiency of the business;;

(c) ensure the continued improvement of the quality of services;

(d) avoid discrimination between customerswith similar characteristics,
such assimilar size or similar consumption profile under section 116 of this
Act ;

(e) in case of distribution licences, ensure efficient charges relating to
petroleum product or natural gas supply covering Acting, metering and other
services ;

(f) avoid economic distortions and ensure a competitive market for the
saleand distribution of petroleum productsand natural gasin Nigeria; and

(g) avoid cross-subsidies among different categories of consumers.
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(2) Tariffs may differentiate between credit worthy shippers willing to
makelong term ship-or-pay agreementsfacilitating thefinancing of the pipeline
or plant and other shippers or users.

(3) TheAuthority shall, prior to establishing atariff methodology, initiate
and conduct astakeholders' consultation in the manner specifiedin subsection
(5) to consult applicants, operators, consumers, prospective customers,
consumers associ ations, associ ations of prospective customers and any other
personswith interest in the subject matter of the proposed tariff methodol ogy.

(4) The Authority may, in establishing a tariff methodology, take into
consideration the submissions of the stakeholders consultation referredtoin
subsection (3).

(5) Priortoholding astakeholders’ consultation referred to in subsection
(3), the Authority shall publishin at least two national newspaperswith wide
coverage and on its website, notice of—

(a) the stakeholders’ consultation ;

(b) its invitation to licensees and stakeholders to participate in the
stakeholders' consultation;

(c) the venue and period during which the stakeholders' consultationis
tobeheld;

(d) the nature of the matter to which the stakeholders' consultation relates;
(e) the matters upon which the Authority would require submissions;

(f) theforminwhich licensees and stakehol ders are to make submissions
to the Authority on the subject matter of the stakeholders' consultation ;

(g) the period of notice for the commencement of the stakeholders
consultation, which shall not be lessthan 21 days; and

(h) the address or addresses to which the submissions may be sent.

(6) Notwithstanding the requirementsunder subsection (3), the Authority
may, dueto the exigency of the circumstances, establish atariff methodol ogy
without conducting astakeholders' consultation, whereit considersit necessary
to do so.

(7) A tariff methodology made under subsection (6) shall bevalid for six
months with effect from its commencement date, except it is confirmed
following astakeholders consultation conducted in accordancewith subsections
(4) and (5).

(8) The Authority shall fix a date for which the determined tariff
methodology shall come into effect and shall cause the notice of the

commencement date to be published in at | east two national newspaperswith
wide coverage and its website.
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(9) Where the Authority considers it necessary that an existing tariff
methodology or tariff should be amended, the Authority shall conduct a
stakeholders' consultation on the proposed amendment in accordance with
subsections (4) and (5).

(10) A person under obligation to set tariffs shall be bound by operative
tariff methodol ogy adopted through the method prescribed in this section.

(12) A holder of alicence engaged in the sale of petroleum products to
retail customers or who is subject to third party access or open access
obligations under this Act, shall display at its office a current copy of the
tariffs applicable to the services provided by the holder.

(12) A holder of alicence shall not pass the costs of any fine or penalty
incurred under this Act or any other law to a consumer.

124.—(1) A licensee subject to tariff regulation by the authority shall—

(a) proposetariffsfor the approval of theAuthority prior to the application
of the charges ;

(b) impose tariffs in accordance with the approval referred to under
paragraph (a) ; and

(c) publish the tariffs as required by the Authority in a manner that

ensuresthat the customers of thelicenseesare ableto identify and calculate
the charges for which they will become liable.

(2) TheAuthority shall, within 24 months after the effective date, review,
confirm or modify al applicable tariffsincluding for licences under sections
125 (6) and 174 (6) of thisAct.

ParT IV—ADMINISTRATION OF MIDSTREAM AND DOWNSTREAM
Gas OPERATIONS

125.—(1) Except in accordance with an appropriate licence issued by
theAuthority, aperson shall not undertake the following activitieswith respect
to midstream and downstream gas operations—

(a) establish, construct or operate afacility for the processing of natural
gas;

(b) establish, construct or operate afacility for the storage of natural gas;

(c) establish, construct or operate a gas transportation pipeline ;

(d) engage in bulk transportation of natural gas by rail, barge or other
means of transportation ;

(e) operate a gas transportation network ;



Petroleum Industry Act, 2021 2021 No. 6

A 225

(f) establish, construct or operate aterminal, jetty, or other facility for
the export or importation of natural gas;
(9) engage in wholesale gas supply ; or

(h) engagein the construction or operation of petrochemical or fertiliser
plants.

(2) Except in accordance with an appropriate licence issued by the
Authority, aperson shall not undertake the following activitieswith respect to
downstream gas operations—

(a) retail trading, distribution or supplies of natural gas;
(b) establishment, construction or operation of a gas distribution
network ; or

(c) establishment, construction or operation of afacility for the supply or
trading of natural gas.

(3) TheAuthority may, by regulation, prescribe additional activitiesto be
undertaken only on the basis of alicence or permit and shall have power to
issue licences or permits for the activities in accordance with thisAct.

(4) Where aperson engagesin any of the activities set out in subsection
(D), (2) or (3) without alicence or permit, the Authority shall—

(a) seal the premises where the activity is undertaken ;

(b) seize the facilities by which the activities were undertaken ;

(c) confiscate and dispose of equipment or materials employed by the
person in the activity in amanner prescribed by regulations under thisAct ;

(d) impose penalties as prescribed by regulations under thisAct ; or

(e) impose any combination of the provisions under paragraphs (a), (b),
(c) and (d).

(5) Notwithstanding any provision of thisAct, aperson who engagesin

any of the activities set out in subsection (1), (2) or (3) without alicence or
permit, commits an offence and isliable to imprisonment for aterm of—

(a) one year or to a fine prescribed by regulation, in the case of an
activity requiring alicence; or

(b) six months or to afine prescribed by regulation, in the case of an
activity requiring apermit.

(6) A holder of asubsisting lease, licence or permit who is engaged in
activities in midstream or downstream gas operations prior to the effective
date shall, within 18 monthsfrom the effective date, apply to the Authority for,
and theAuthority may issuethe appropriatelicence or permit, where applicable.
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(7) Theprovisionsof subsections (4) and (5) shall not apply to any person
under subsection (6) until the Authority has considered the application and
given adecision.

(8) Where any person, in applying for alicence or permit, knowingly
makes a false or misleading statement, the Authority may —

(a) suspend or revoke the licence or permit ; or

(b) impose a fine on the licensee or permit holder on the basis of the
false or midleading information.

126. In addition to any matter provided under section 113 of thisAct,
theAuthority may issue regul ationswith respect to midstream and downstream
gasoperations, which shall include—

(a) the establishment and operation of a wholesale natural gas market
scheme to ensure continuity of supply of natural gasto customers, which
will apply to theownersand operators of gastransportation pipelines, shippers
of natural gas, holders of natural gas storage and distribution licences and
gasretailers ; and

(b) matters ancillary to or consequential on the activities set out in
paragraph (a).

127. Subject to applicable law and the terms and conditions prescribed
by the Authority, alicensee or permit holder isentitled to rights of way for the
laying, operation and maintenance of pipelines, communication linesand other
similar lines through or across the areas the licensee or permit holder may
require for carrying on midstream or downstream gas operations under the
licence or permit.

128. The Authority may for the purpose of efficiency, preserve in
accordance with applicable law, rights of way, easements or other rights over
any surface or seabed areas subject to an existing licence or permit, which
may be necessary for thelaying, operation and mai ntenance of transportation
pipelines, communication lines, power lines and other similar lines and any
right of way or other rights reserved shall continue for the benefit of any
entity to whom the Authority may subsequently grant the same for alicence
or permit.

129.—(1) Subject to sections 111 and 125 of thisAct, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issueaqualified person agas processing licence, which shall permit the person
toinstall and operatethefollowing facilities, on itsown account or onthebasis
of open access for customers as stipulated in the licence,—
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(a) gasconditioning plants, to condition natural gasremoving CO2, H2S
or other impurities;

(b) gas processing plants, to produce ethane, propane, butane, other
natural gas liquids and marketable natural gas;;

(c) gastoliquids plants;
(d) liquefied natural gas (LNG) plants;
(e) ethane extraction plants ; and

(f) other plants, which in the opinion of the Authority, require a gas
processing licence.

(2) TheAuthority shall, in considering an application for agas processing
licence, takeinto account the economic casefor the specific facility asprovided
under subsection (1), including the potential demand for itsuse.

130. The holder of agas processing licence shall undertakethe activities
contemplated by the licence in a manner that complies with the following
genera obligations—

(a) to construct, operate and maintain its gas processing equipment and
facilities in an economical, safe, reliable and environmentally sustainable
manner ;

(b) shut down its facilities in emergencies and in order to carry out
maintenance or in accordance with curtailment directives issued by the
Authority ;

(c) manage itsfacilities as a responsible and prudent operator ;

(d) avoid any act or omission that may affect the compatibility of the
processing facility with any natural gasfacility or network that islikely to
prejudice the public interest or the integrity of network operations;;

(e) operate the facilities in a manner that results in output of products
with specifications as determined by the Authority ;

(f) to operate its facilities subject to open access commitments as
stipulated in the licence or where the licenceisissued for operationson its
own account, provide third party accessin an equitable manner ;

(g) treat all customersin anon-discriminatory manner under section 116
of thisAct, where the licence isissued on an open access basis ; and

(h) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

General
duties of the
holder of a
gaes
processing
licence.
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131. A gas processing licence shall, in addition to the conditions that
may beimposed by the Authority under section 114 of thisAct, be deemed to
be granted subject to the condition that—

(a) the holder shall not process natural gas on its own account, where
the licence isissued on an open access basis ;

(b) alicensee operating on its own account, being an affiliate of alessee,
may own, or the affiliate may own, the natural gas in a gas conditioning
plant or gas processing plant for the purpose of conditioning or processing
natural gas from the fields under lease with the affiliate, subject to such
third party access provisions as may be included in the licence ;

(c) alicensee operating on its own account, who is also a wholesale
customer or a holder of agas distributor licence, may own the natural gas
in agas processing plant, ethane extraction plant or other plant requiring a
gas processing licence, where the principal user of the natural gasis the
wholesale customer or gas distributor, subject to any third party access
provisions as may beincluded in thelicence;

(d) the holder shall conduct its licenced activities safely and reliably in
compliance with any law in force and any prescribed health and safety
regulations, standards and operating procedures made under this or any
other Act ;

(e) the holder shall have regard to the effect of itslicenced activities
on the environment and comply with the requirementsfor environmental
protection, management and restoration under this Act and any law in
force ; and

(f ) the holder shall mark, maintain and secure the boundaries of its
facilities and associated infrastructure constructed under the terms of its
licence and any law in force.

132.—(1) Subject to sections 111 and 125 of thisAct, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issue a qualified person a bulk gas storage licence authorising the holder to
undertake the bulk storage of natural gas either for its own account or on
behalf of customers as stipulated in the licence.

(2) The Authority shall, in considering an application for a bulk gas storage
licence, take into account the economic case for a bulk gas storage facility,
including the potential demand for itsuse.

133. Theholder of abulk gasstoragelicence shall undertakethe activities
contemplated by the licence in a manner that complies with the following
general obligations—
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(a) establish and make available to the public at its offices, the—

(i) procedureand termsfor obtaining third party accessor throughput
services on an open access basis, and

(if) method of response to the request for its services ;
(b) construct, operate and maintain its facilities in a safe, economical,

reliable, and environmentally sustainable manner taking into account any
strategic plansformulated by the Authority ;

(c) shut down its facilities in emergencies and in order to carry out
maintenance or in responseto curtailment directivesissued by theAuthority ;

(d) wherethelicensee operatesfor its own account, grant to third parties
theright to use or have accessto capacity within itsfacilitiesfor the purpose
of ensuring competitive gas supply ;

(e) consult with and obtain from the Authority written permission prior to
any modification of technical and operational rule of practice concerning
the operation of itsfacilities;

(f) conduct its licenced activities in a non-discriminatory manner under
section 116 of thisAct, where the licence isissued on an open access basis;

(g) manage its facilities as a reasonable and prudent operator ; and

(h) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

134. In addition to conditions the Authority may impose under section  Conditions
114 of this Act, a bulk gas storage licence shall be deemed to be granted applicable to

subject to the conditions that— abulk gas
storage

(&) a licensee operating on its own account, being an affiliate of a licence.
lessee, may own, or the affiliate may own, the natural gasinthe bulk storage
facilities for the purpose of storing natural gas from the fields of the
affiliate, subject to such third party access provisions as may be included
inthelicence;

(b) a licensee operating on its own account, who is also a wholesale
customer or holder of agasdistributor licence, may own the natural gasin
the bulk storage facilities, wherethe principal user of the natural gasisthe
wholesale customer or gas distributor, subject to any third party access
provisions as may beincluded in thelicence;

(c) the holder conduct its licenced activities safely and reliably in
compliancewith any law inforce and prescribed health and safety regulations
issued under this or any other Act ;

(d) the holder have regard to the effect of itslicenced activities on the
environment and comply with the requirementsfor environmental protection,
management, and restoration under thisAct and any law in force ; and
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(e) the holder mark, maintain and secure the boundaries of itsfacilities
and associated infrastructure constructed under the terms of its licence
and any law in force.

135.—(1) Subject to sections 111 and 125 of this Act, the Authority
may upon approval of an application and payment of prescribed fees, grant
and issue a qualified person a gas transportation pipeline licence with the
exclusive right to own, construct, operate and maintain a gas transportation
pipelinewithin aroute as defined in the licence for its own account with third
party access provisions or as common carrier as stipulated in the licence.

(2) The Authority shall, in considering an application for a gas
transportation pipeline licence, take into account the economic case for agas
transportation pipeline, including the potential demand for itsuse.

136. The holder of atransportation pipeline licence shall undertake the
activities contemplated by the licence in a manner that complies with the
following general obligations—

(a) establish and make available to the public at its offices, the—

(i) procedure for obtaining and terminating transmission and
interconnection servicesfor natural gas, on athird party access or open
access basis as determined in the licence and publish the tariffs
established by the Authority, and

(if) method of response to the request for its service ;

(b) construct, operate and maintain its gas transportation pipeline in a
safe, economical, and reliable manner taking into account any strategic
plans formulated by the Authority ;

(c) meet on a reasonable endeavours basis requests for transportation
above contractual volumes;;

(d) shut down its gastransportation pipelinein emergenciesand in order
to carry out maintenance or in response to curtailment directivesissued by
the Authority ;

(e) provide access on a hon-discriminatory basis under section 116 of
this Act, where the licence is granted on a common carrier basis ;

(f) consult with and obtain from the Authority written permission prior
to any modification of technical and operational rule of practice concerning
the operation of itspipeline;

(g) manage its gas transportation pipeline as a reasonable and prudent
operator ;

(h) where the pipeline is operated on a common carrier basis, ensure
development and operation of terms for access to the gas transportation
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pipelinein conjunction with the natural gas shipping community and where
applicable comply with the relevant network code;
(i) wherethe pipelineis operated for its own account, operateitsfacilities

subject to third party access obligations under this Act and regulations
prescribed by the Authority ; and

(j) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

137. A gastransportation pipelinelicenceshall, in additiontotheconditions  Conditions
that may beimposed by the Authority under section 114 of thisAct, bedeemed  applicable to

to be granted subject to the condition that— agas
transportarﬂon
() the holder shall not supply natural gasto customersonitsownaccount  pipeline
where the licence is granted on a common carrier basis ; licence.

(b) a licensee operating on its own account, who is an affiliate of a
lessee, may own, or the affiliate may own, the natural gas in a gas
transportation pipeline, for the purpose of —

(i) connecting marketable natural gas produced in a field under a
lease with an affiliate to another gas transportation pipeline or gas
transportation network, and

(ii) transporting natural gasto a plant for conditioning or processing
natural gas from fields under lease with an affiliate,

subject to third party access provisions as may be included in the licence ;

(c) alicensee operating on itsown account, who isal so awholesd e customer
or holder of a gas distributor licence, may own the natural gasin a gas
trangportation pipeline, whereit isthe principal user of the natural gas, subject
to any third party access provisionsas may beincluded in thelicence;

(d) alicensee operating on its own account, who is also a holder of a
wholesale gas supply licence, may own the natural gasin agastransportation
pipeline, for the purpose of connecting alessee or wholesal e customer to or
from agastransportation network or gas transportation pipeline, subject to
such third party access provisions as may be included in the licence ;

(e) the holder shall conduct its licenced activities safely and reliably in
compliancewith any law inforceand prescribed health and safety regulations
issued under this or any other Act ;

(f) the holder shall have regard to the effect of its licenced activities on
theenvironment and comply with the requirementsof environmental protection,
management and restoration under thisAct and any law in force;

(g) the holder shall mark, maintain and secure the boundaries of the
pipelines and associated infrastructure constructed under the terms of its
licence and any law in force;



A 232

2021 No. 6 Petroleum Industry Act, 2021

Grant of gas
transportation
network
operator
licence.

General
dutiesof a
gm .
transportation
network
operator.

(h) apipeline transporting un-processed gasto agas processing plant or
gas conditioning plant shall require agastransportation pipelinelicence and
the Commission shall—

(i) determine and advise the Authority on the characteristics of the
gas to be transported, and

(i) cooperate with the Authority in determining possible third party
access to the pipeline ; and

(i) the gastransportation pipeline may, with the approval of the Authority,
be in whole or in part, alow-pressure pipeline at the request of the licensee.

138.—(1) Subject to sections 111 and 125 of thisAct, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issue a qualified person a gas transportation network operator licence
authorising the conduct of activities specified in the licence, which shall
include—

(a) conveyance of natural gas through the gas transportation network
onh an open access basis ;

(b) balancing the inputs and off takes from the gas transportation
network ;

(c) providing access to shippers based on the gas network code under
section 160 of thisAct to the gas transportation network ; and

(d) charging for the use of the gas transportation network based on
tariffs established by the Authority.

(2) TheAuthority shall grant only one gastransportation network operator
licence within a geographically defined area to a single network operator,
provided that the Authority may at itsdiscretion, issuelicencesto other parties
for the operation of isolated or dedicated gas transportation pipelines and for
connecting to the gas transportation network.

139. The gas transportation network operator shall exercise the rights
and obligations imposed on it in a manner that complies with the following
general obligations—

(a) establish and make available to the public at its offices, the—

(i) procedure, termsand conditionsfor obtaining and terminating access
and interconnection services to the transportation network, and

(ii) method of response to the request for its service ;

(b) operate an efficient and economical gas transportation network for
the safe and reliable conveyance of natural gas in such a manner that is
designed to meet al reasonable demands for natural gas transportation ;
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(c) operate a nomination and balancing mechanism and an equitable
curtailment of natural gastransportation whenever technical or operational
expedienciesrequires;

(d) consult with and obtain from the Authority written permission prior
to any modification of technical and operational rule of practice concerning
the operation of its gas transportation network ;

(e) ensurethe devel opment and operation of the network code and terms
for access into the gas transportation network in collaboration with the
Authority, natural gas shippers, al licensees and permit holders operating
essential infrastructure ;

(f) ensure equitable and transparent access to the transportation network ;

(g) manage the gas transportation network as a reasonable and prudent
operator ;

(h) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition ; and

(i) enter into agreements with gas transportation pipeline owners, gas
distributors and whol esal e customersfor connection to and operation of the
gas transportation network.

140. Subject to thisAct, the Authority may grant the following special
powers or authority to a gas transportation network operator to facilitate the
conduct of itslicenced activities—

(a) the power to request for and aobtain from the relevant shippers,
information required to operate the nominations and balancing mechanism,
to operate the network or to facilitate competition ;

(b) the right to recover on the basis of an invoice, expenses reasonably
incurred in undertaking itslicenced activities, subject to any restrictionsor
conditions imposed by the Authority with respect to both the level and
structure of its charges ; and

(c) to purchase natural gas for its own operations for purposes such as
testing and commissioning of facilities, compression and linefill, but shall
not supply natural gasto customers on its own account.

141.—(1) Inadditiontotheconditionsasmay beimposed by theAuthority
under section 114 of thisAct, atransportation network operator licence may
include an obligation to develop market rulesin accordance with thisAct.

(2) A gastransportation network operator may be an owner of any or all
of agas transportation pipelines in a gas transportation network.

(3) Whereathird party isthe owner of agastransportation pipelineina
gas transportation network, the owner shall be paid the tariffs determined by
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theAuthority for non-operating owners of the pipelinesby the gastransportation
network operator.

(4) A gastransportation network operator shall not misuseits monopoly
position in the geographical areato charge franchise or other access charges
for providing access to the gas transport network, other than the charges
specifically permitted under thisAct, and regulations made under thisAct.

142. (1) Subject to sections 111 and 125 of thisAct, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issue awholesale gas supply licence to aqualified person.

(2) A company whoisalessee producing natural gasisaqualified person
for the purpose of subsection (1) and shall be entitled to apply for and be
issued with awholesale gas supply licence by the Authority.

(3) A wholesale gas supply licence authorises the supplier to—

(a) purchase natural gas directly from any lessee or third party ; and

(b) sell and deliver wholesale gas to wholesale customers and gas
distributorsat any locationin Nigeria.

143. Awholesalegassupplier shall undertake the activities contemplated
by thewholesale gas supply licencein amanner that complieswiththefollowing
general obligations, to—

(a) provide areliable supply of wholesal e gasto wholesal e customers
who have entered into a gas purchase and sale agreement with the
supplier ; and

(b) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

144. Subject to the provisions of this Act, the Authority may grant the
following specific powersor authority to awhol esale gas supplier to facilitate
the conduct of itslicenced activities, theright to—

(a) terminate wholesal e gas supply to awholesale customer in the event
of non-payment, following anoticeperiod;

(b) recover from a customer, on the basis of an invoice and subject to
any conditions imposed by the Authority on the level and structure of a
licensee’s charges and costs reasonably incurred in the supply of wholesale
gas, including the cost of natural gas incurred by the supplier, the cost of
transportation of natural gas ; and

(c) enter a premises, in accordance with a metering code issued by the
Authority, for the purpose of reading the meters, testing and maintaining
metering equipment, disconnecting customers and to remove the meters.
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145.—(1) Inaddition to conditionsthe Authority may impose under section
114 of thisAct, awholesale gas supply licence shall be deemed to be granted
subject to the supplier—

(&) requesting security or applying acredit scoring methodol ogy approved
by the Authority in deciding whether supply iseconomical ;

(b) supplying marketable natural gasto awholesal e customer with whom
the supplier has entered into a gas purchase and sale agreement and who in
order to connect to agastransportation network or gas transportation pipeline
iswilling and ableto—

(i) pay for the connection,
(i) construct its own gas transportation pipeline under section 137 ()
of thisAct, or

(iii) pay the respectivetariff to the supplier for the gas transportation
pipeline owned by the supplier,

subject to safety and network capacity constraints ;

(c) conducting its licenced activities safely and reliably in compliance
with any law in force and prescribed health and safety regulations issued
under this or any other Act ; and

(d) complying with customer protection measures in accordance with
sections 164, 165 and 166 of thisAct.

(2) A wholesale gas supplier shall undertake its licenced activitiesin a
manner that complies with the conditions of the licence.

146.—(1) Subject to sections 111 and 125 of thisAct, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issueaqualified person aretail gas supply licence authorising the holder to—

(@) sell or retail compressed or liquefied marketable natural gas to
customers based on being a wholesale customer or third party access to
gasdistribution systems of gas distributors ; and

(b) establish, construct and operatefacilitiesto deliver compressed natural
gasand small scalefacilitiesfor LNG, not requiring agas processing licence,
for transportation by truck, railcar or marine vessel to customers in
compressed or liquefied form, including customers using LNG as marine
bunker fuel.

(2) A company who is a lessee producing natural gas is a qualified
person for the purpose of subsection (1) and shall be entitled to apply for and
be issued with aretail gas supply licence by the Authority.
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(3) A retail gas supply licence authorises the gas retailer, to—
(&) purchase marketable natural gas directly from a lessee, wholesale
gas supplier or third party on afree market basis ; and

(b) sell and deliver compressed or LNG to customers at any locationin
Nigeria on a free market basis.

General 147. In addition to conditions the Authority may impose under section
dutiesof gas 114 of this Act or that may be prescribed by regulation, a retail gas supply
retailer. licence shall be deemed to be granted subject to the duty of the holder to—

(a) develop and maintain asafe, efficient, reliable and economical service
for theretailing of marketable natural gas;

(b) carry onitsbusinessin amanner that shall promote competition and
avoid monopoly in the natural gas market in Nigeria;

(c) construct, operate and maintain its gas compression and liquefaction
facilitiesin asafe, economical, and reliable manner taking into account any
strategic plans formulated by the Authority ;

(d) shut down its gas compression and liquefaction facilities in
emergencies in order to carry out maintenance or respond to curtail ment
directivesissued by the Authority ;

(e) conduct its activities in a safe and reliable standard in compliance
with prescribed environmental, health and safety-related regul ationsissued
under this or any other Act ;

(f) publish the pricesto be charged and to be paid by a person to whom
the gas retailer sells natural gas in a manner to ensure adequate publicity
unless the Authority direct otherwise ; and

(g) comply with customer protection measures set out in sections 164,
165 and 166 of thisAct.

Grant of gas 148.—(1) Subject to sections 111 and 125 of this Act or regulations

distribution  made under this Act, the Authority may upon approval of an application and

licence. payment of prescribed fees, grant and issue aqualified person gas distribution
licencewith rightsto establish, construct, and operate agasdistribution system
andto distribute and sell its natural gaswithout discrimination to consumersin
alocal distribution zone.

(2) Notwithstanding therightsof agasretailer under thisAct, the holder
of agas distribution licence shall be entitled to sell natural gas to customers
that are not wholesale customers.

(3) TheAuthority shdl, in considering an application for agasdistribution
licence, take into account the economic case for the licence, including the
potential demand for its use.
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(4) Thegeographical limit of alocal distribution zone shall bedefinedin
the relevant gas distribution licence.

(5) Therightsand duties under agasdistribution licence shall beexclusive
tothegasdistributor for the validity period of the distribution licence.

(6) A gasdistribution licence may—

(@) includeprovisionsfor providing third party accessto thegasdistribution
network to agasretailer or gas distributor on its own initiative ; and

(b) permit access to agas retailer to the gas distribution network under
terms and conditions agreed to by the parties.

(7) Subject to subsection (6), the gasdistributor shall own the marketable
natural gasin the gas distribution network.

149. A gasdistributor shall undertake the activities contemplated by the
gasdistribution licence in amanner that complies with the following general
obligations, to—

(a) develop, operate and maintain an economical gasdistribution network
for the safe and reliable conveyance of natural gas;

(b) ensure areliable and efficient distribution of natural gasto customers
on request, provided that it iseconomical todo so;

(c) distribute and sell natural gason request to acustomer whoiswilling
and able to pay for connection to the gas distribution network, subject to
safety and network capacity constraints ;

(d) conduct licenced activities safely and reliably in compliance with
any law in force and any health and safety-rel ated regulationsissued by the
Authority under this or any other Act ;

(e) connect al customerswithinitslocal distribution zonein accordance
with regulationsif economically practicabletodoso;

(f) offer and publish termsand conditions of accesstoits gasdistribution
network as required and publish gas prices applicable to different classes
of customers, which have been approved by the Authority ;

(g) comply with customer protection measures set out in sections 164,
165 and 166 of thisAct ;

(h) prepare a distribution development plan, within one year after the
effective date or after having been granted the licence, for connecting
customerswithinitslocal distribution zone and any amendmentsasaresult
of economic or social developmentsin the zone for the consideration and
approval of the Authority ; and

(i) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

General
dutiesof a
gas
distributor.
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Rights of the 150. Subject tothe provisionsof thisAct, the Authority may, in order to
g facilitate the conduct of its licenced activities, grant the gas distributor the
distributor. right to—

(a) enter a premises for the purpose of reading the meters, testing and
mai ntai ning metering equipment, disconnecting customers and to remove
its meters ; and

(b) recover, on the basis of an invoice, costs reasonably incurred in the
provision of appropriate infrastructure, subject to any conditionsimposed
by the Authority to both the level and structure of a distributor’s charge,
provided that reasonably incurred costs shall include any amount paid to
the Authority as alicence fee.

Conditions 151. In addition to conditions the Authority may impose under section

applicableto 114 of thisAct or that may be prescribed by regulation, adistribution licence

Zi%taﬁ oution Sl be deemed to be granted subject to the distributor—

licence. (a) conducting its licenced activities in a safe and reliable standard in
compliance with prescribed management, health and safety related regulations
issued under this or any other Act ;

(b) having regard to the effect of itslicenced activities on the environment
and complying with the requirementsfor environmental protection, management,
and restoration under thisAct and any law in force ; and

(c) marking, maintaining and securing the boundaries of thedistribution
pipelines constructed or other distribution infrastructure as prescribed.

Arrangements 152. A gas distributor shall consult stakeholders on the proposed
forgas distribution devel opment plan and any amendmentswithinitslocal distribution
distribution. - 745ne and consider all representations received.

Domestic 153.—(1) Subject to sections 111 and 125 of thisAct, the Authority may
gs upon approval of an application and payment of prescribed fees, grant and
?Cg?ea'on issue a qualified person adomestic gas aggregation licence.

(2) Theduration of the domestic gas aggregation licence shall befor a
period of two years effective from the date of the grant of the licence.

(3) The domestic gas aggregation licence may be renewed by the
Authority for further period of two yearsin each instance until the attainment
of liquidity in the domestic gas market pursuant to the criteria of section 167
(3) of thisAct, whereupon gas aggregation shall cease and the domestic gas
aggregation licence shall be terminated by the Authority.

(4) The board of domestic gas aggregator shall determine the fees for
the services of the domestic gas aggregator and the fees shall be paid by the
producer clients and customer clientsin order to ensure self-financing of the
domestic gas aggregator.
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154. The domestic gas aggregator shall—

(a) support theimplementation of the domestic gasdelivery obligation ;

(b) implement a natural gas management model, through which the
demand and supply of natural gas for use in the strategic sectors shall be
monitored ;

(c) operate a nomination and balancing mechanism for equitable
curtailment of natural gas deliveries in cooperation with the Authority,
whenever demand and supply expedienciesrequire ;

(d) ensure transparency of dealing between natural gas suppliers and
wholesale customers of the strategic sectors;

(e) conduct itsoperationsin abusiness-like and transparent manner and
shall not engage in any anti-competitive behaviour and practices;

(f) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition;

(g) establish an escrow account into which customer clients shall
contribute their paymentsfor the marketable natural gasreceived and from
which the domestic gas aggregator shall pay the producer clients for their
supplies of natural gas under thisAct ; and

(h) do other things as are necessary or incidental to the carrying out of
its functions and duties under thisAct.

155.—(1) The domestic gas aggregator shall be anot-for-profit company
limited by guarantee established under the Companiesand Allied MattersAct.

(2) The company under subsection (1) shall not be a company that is
controlled by licensees or lessees of upstream petroleum operations or by
wholesale customersor isan affiliate of such entities, provided that ownership
of the company may be by a combination of licensees or lessees, wholesale
customers and other interested parties, such aslicensees of gastransportation
pipelines and gas transportation networks.

156. The domestic gas aggregator shall issue a gas purchase order to
a producer client where a customer client requires a specific volume of
marketable natural gas, which is included in the domestic gas demand
requirement under section 173 of thisAct, provided, however, that where the
producer client and customer client have entered into agas purchase and sale
agreement, the domestic gasdelivery obligation shall be dealt with pursuant to
such agreement which may continue to use the escrow account mechanism
as provided for under section 154 (g) of this Act and where such agreement
is concluded under section 110 (2) of this Act, there shall be no further
involvement of the aggregator.
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157. The gas purchase order under section 156 of this Act and the
escrow mechanism under 154 (g) of this Act shall be based on the prices for
marketable natural gas established by the Authority under section 167 of this
Act.

158.—(1) TheAuthority shall, following consultations with interested
stakehol ders, issue regul ations—

(a) definingtheclassor classesof customersthat shall constitute eligible
wholesale customers under thisAct, and

(b) specifying the qualifying criteriafor the classification :
Provided that the regulations may be amended from timeto timeto facilitate
theintroduction of competitionin supply and any amendment of theregulations
resulting in a change of the class of customers shall not affect the rights and
obligations of parties under natural gas supply contracts entered into prior to
such amendment.

(2) Wholesale customers shall be entitled to secure marketable natural
gas or raw gas from any wholesale gas supplier or lessee, subject to section
173 (3) of thisAct.

159.—(1) The Authority shall develop arrangements for the safe and
efficient trading of wholesale gas, where it determines that there is need for
formal arrangements for the trading of wholesale gas.

(2) TheAuthority shall, whererequired, make regulationsunder subsection
(2) for thetrading and settlement of wholesal e gasin consultation with industry
participants and interested stakeholders.

160.—(1) The operation of a gas transportation network shall be in
accordance with the existing network code issued by the Government.

(2) The Authority may in consultation with stakeholders in midstream
and downstream gas operations modify the network code or create other
network codes for common carrier operations.

(3) TheAuthority shall make copies of the gas network code availableto
interested parties upon payment of prescribed fees.

161.—(1) A person shall be permitted access to an open access gas
transportation pipeline or agastrangportation network for the purpose of having
marketable natural gas transported to points of consumption subject to
compliance with the prescribed terms and conditions for access stated in the
gas network code.
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(2) The gas network code shall set out standard terms and conditions
for connection to, interconnection with access and use of the gastransportation
network.

(3) Where a gas transportation pipeline is isolated from the main gas
transportation network, the Authority shall devel op separate terms of access
for theisolated gastransportation pipeline.

(4) TheAuthority may develop specia termsfor third party accessto a
gasdistribution network.

162.—(1) Where open access applies, open access to the gas
transportation pipeline or gas transportation network shall be—

(a) provided on a non-discriminatory basis between system users with
similar characteristics under section 116 of thisAct ;

(b) provided in respect of any available capacity, where the capacity is
not subject to a previous contractual commitment ;

(c) provided in accordance with and governed by thetermsand conditions
of the network code approved by the Authority, where applicable ;

(d) provided on the condition that the applicant for accessis or becomes
aparty to and undertakesto comply with the applicable network code ; and

(e) subject to the pricing principles set out in section 170 of thisAct.

(2) Connection agreements may be entered into between—

(a) gas transportation pipeline owners and gas transportation network
operator ;

(b) agas distributor and the gas transportation network operator, where
a gasdistribution network connectsto the main transportation network ; or

(c) asupplier and atransportation pipeline owner or transportati on network
operator.

163. The Authority may mediate in disputes in respect of third party
access.

164.—(1) TheAuthority may, to protect theinterests of customers, issue
regulations requiring suppliers, gas distributors and petroleum product
distributorsto—

(a) publish their terms of supply or distribution including tariffs, other
than for negotiated tariffs under section 122 (4) of thisAct ;

(b) establish or to facilitate the establishment of a forum at which
customers are able to express their views and raise concerns ;
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(c) formulate and adhere to standards of performance as are, in its
opinion, necessary to ensure the safety, reliability and quality of supply and
distribution services to customers and set penalties, pursuant to regulations,
for failureto comply ;

(d) prepare and submit reports to the Authority, at least on an annual
basis, indicating their performance levelsand status of their operationsin respect
of licenced activities at such times as the Authority may by regulation or in
their respective licences prescribe ; and

(e) devel op and adhereto customer service codes, setting out the practices
and procedures to be followed in the conduct of specified licenced activities,
which may include—

(i) theinstallation, testing, maintenance and reading of meters,

(i) fault repairs and response to customer emergencies,

(iii) the connection and disconnection of customers,

(iv) responding to customer complaints and complaint resolution,

(v) Billingandinvoicing,

(vi) the extension of payment and credit facilities,

(vii) the provision of information to customers and the use and
protection of customer information, and

(viii) the establishment of special servicesfor economically or socialy
disadvantaged customers.

(2) The customer service codes shall be approved by the Authority prior
to publication and may be reviewed at intervalsas may be considered necessary
by the Authority.

(3) Thecustomer service codes shall be made availableto all customers
upon request and published on the website of the Authority.

(4) TheAuthority shall notify or by regulation requirelicenseesto notify
customers of the customer service codesthat shall be adhered to by licensees.
(5) TheAuthority shall, in developing customer protection regulations,—

(a) consult with suppliers, gasdistributors, petroleum product distributors
and interested stakeholders ; and

(b) take into account existing procedures, practices and standardsissued
by the Federal Competition and Consumer Protection Commission.

165. The Authority shall, at its discretion and at such time or times asiit
deems appropriate, designate distributors of last resort and suppliers of last
resort to provide services to customers—
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(a) where an existing gas distributor for a local distribution zone, a
petroleum product distributor or asupplier becomesinsolvent, isunableto
provide licenced services or has had its licence suspended or revoked,

(b) where the gas distributor for a local distribution zone or supplier
refusesor fallsto fulfil thetermsof itslicenceto distribute or supply natural
gas or petroleum product to customers, and

(c) in such other circumstances as the Authority may deem appropriate:

Provided that, in each case, any reasonable additional costs associated with
the obligation to act asdistributor or supplier of last resort shall berecoverable
through appropriate charging arrangements agreed with the Authority.

166. Where the designation of a supplier or distributor of last resort
regquiresthetransfer of customersfrom one licensee to another, the Authority
shall prepare, or require the applicable supplier or distributor of last resort to
prepare—

(a) procedures to secure the effective transfer of customers ; and

(b) a statement of any costs reasonably incurred in undertaking the
transfer, which if approved by the Authority, shall be recoverable through
regulated charges.

167.—(1) TheAuthority shall, in accordance with this section and for
each year, determine the domestic base price under the Third Scheduleto this
Act, for the purpose of determining the pricesfor the power sector, commercial
sector and gas based industries.

(2) The Authority shall continue to determine the prices referred to
under subsection (1), if in its opinion, the control of pricesfor natural gasfor
the strategic sector is required.

(3) The price control and the corresponding role of the domestic gas
aggregator shall not be required, where the—

(a) entire domestic gas demand requirement under section 173 (2) is
covered by contracts under sections 110 (2) and 173 (3) of thisAct ; or

(b) domestic market for natural gas is largely characterised by free
market based contracting for natural gas between willing buyersand willing
sellers, based on criteria established by the Authority in consultation with
the stakeholders and at such time the provisions of subsections (4), (5), (6)
and (7) and section 168 shall no longer be applicable and the criteriaunder
this subsection may include that certain classes of wholesale customers,
but not al, of the strategic sectorswill no longer be subject to price controls
as part of an ongoing process towards full free market conditions.
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(4) The aggregate gas price for a month shall be the price calculated
based on the procedures established by the domestic gas aggregator on the
basis of the prices determined by the Authority under subsection (1).

(5) The price of marketable natural gas applicable to the power sector
shall be the domestic base price at the marketable natural gas delivery point.

(6) The price of marketable natural gas applicable to the commercial
sector shall be the domestic base price at the marketable natural gas delivery
point plus US $0.50 per MMBtu.

(7) Gas distributors shall not be part of the strategic sectors and shall
negotiate the supply and pricing of their natural gasdirectly, provided that the
applicable price for gas distributors for the marketable natural gas at the
marketable gas delivery point shall not exceed that of the commercial sector
under subsection (6).

(8) Where applicable, wholesale gas suppliers, the whol esal e customers
of the strategic sectors and gas distributors shall pay for the transportation
cost of the marketable natural gas from the marketable natural gas delivery
point to the facilities of the wholesal e customers.

(9) The wholesale gas suppliers, wholesale customers of the strategic
sectors and gas distributors shall, for the purpose of transportation, have the
optionto—

(a) use the gas transportation network applicable to their geographical
areas; or

(b) obtain agastransportation licence in order to transport their natural
gas connecting to the gas transportation network, another existing gas
transportation pipeline or directly to amarketable natural gasdelivery point.

(10) Each producer client shall, for any month, receive from the escrow
account of the domestic gas aggregator an amount that isequal to the aggregate
gas price multiplied by the customer client volume that was paid for such
producer client in such month by the customer client.

168.—(1) Subject to the provisions of section 167 (3) of this Act, the
gaspricefor thegasbased industries shall be determined by the pricing principles
specified in the Fourth Schedule to thisAct.

(2) The floor price for the gas based industries shall be US $0.90 per
MMBtu.

(3) Theceiling price shall be the domestic base price applicablefor any
particular year.
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(4) The prices determined in the Fourth Schedule to this Act shall be
pricesat the marketable gasdelivery point from where transport costs need to
be added for delivery to the respective gas based industries.

(5) The Authority may by regulation adjust the price mechanism to add
other gas based industriesin line with market realities.

169.—(1) Where the Authority determines that—
(a) aparticular licenced activity isamonopoly service,

(b) competition has not yet devel oped in the market to such an extent as
to protect the interests of customers, or

(c) aparticular licensee is adominant provider,

the Authority shall regulate the prices charged by licensees in respect of the
activities, in amanner consistent with itsfunctions under thisAct and with the
pricing principles set out in section 170 of thisAct.

(2) TheAuthority shall undertake periodic pricing methodology reviews,
provided that the pricing methodology review shall not affect arrangements
entered into or approvals given for the devel opment of agasinfrastructure or
utilisation project prior to the effective date.

(3) TheAuthority shall consult with licensees, industry participants and
stakeholdersbefore undertaking apricing review or establishing amethodol ogy
for regulating prices and revenues earned by licensees providing monopoly or
dominant services.

170. Subject to the provisions of this Chapter, the Authority shall, inthe
exercise of its powers to regulate prices charged by licensees, be guided by
thefollowing principles—

(a) marketable natural gas prices shall be disaggregated into the
component elements of the supply chain including the costs of wholesale
gas, tariffsfor gas processing, tariffsfor transportation pipelinesfor natural
gas, distribution and supply ;

(b) the prices charged for each licenced activity shall reflect the costs
incurred in the efficient provision of that activity ;

(c) prices charged shall permit areasonable return for licensees on their
investments ; and

(d) prices shall not discriminate between customers with similar
characteristics, such assimilar size or asimilar consumption profile.
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Public 171. The Authority may issue regulations imposing public service

service obligationson licenseesin relation to mattersincluding—

obligations

related to (a) security of supply ;

I‘g{:g (b) economic devel opment and the achievement of wider economic policy
' objectives;

(c) environmental protection ; and

(d) health and safety.

Public 172.—(1) TheAuthority shall, by regulation, provide for therecovery of

servicelevy.  gny additional costsincurred in complying with the public service obligations
through a public service levy, which may be imposed on customers, provided
that it would, inthe opinion of the Authority, beinthewider publicinterest.

(2) Theamount of, and mechanism for the collection and remittance of,
the public service levy imposed on each customer shall be set out in the
regulations contemplated by subsection (1).

Domestic 173.—(1) TheAuthority shall, prior to the 1st of March of each calendar
gasdemand  year, determine the domestic gas demand requirement and inform the
requirement.  commission of thisrequirement.

(2) Subject to subsection (3), the domestic gas demand requirement
shall bethetotal amount of marketable natural gas required for all wholesale
customers of the strategic sectors.

(3) Each wholesale customer of the strategic sectors shall have the
right to negotiate its own supply contracts directly with lessees or suppliers
and where the wholesale customer is of the view that the contracts are
satisfactory for itsrequirements, it shall inform the—

(a) Authority that thereisno need to be acustomer client of the domestic

gas aggregator ; and

(b) Commission of the lessees from which the required marketable

natural gas has been obtained.
PART V—ADMINISTRATION OF MIDSTREAM AND DOWNSTREAM
PetroLEUM LiQuiDs OPERATIONS
Activities 174.—(1) Except in accordance with an appropriate licence issued by
requinnga theAuthority, aperson shall not undertake the following activitieswith respect
licencefor 41 midstream petrol eum liquids operations—
midstream
and (a) establish, construct or operate a termina or other facility for the
ggt";’;i?nam export or importation of crude oil or petroleum products ;
liquids (b) establish, construct or operate a crude oil refinery ;

operations.
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(c) establish, construct or operate a pipeline for the bulk transportation
of petroleum liquids;

(d) engage in bulk transportation of petroleum liquids by rail, barge or
other meanswithin Nigeria;

(e) establish, construct or operate a facility for the bulk storage of
petroleumliquids;

(f ) establish, construct or operate a petroleum liquids transportation
network ;

(g) engage in the bulk sale of petroleum liquids ; or

(h) undertake construction or operation of any facility for the production
of lubricants or petrochemicals based on petroleum products.

(2) Except in accordance with an appropriate licence or permit issued
by the Authority, a person shall not undertake the following activities with
respect to downstream petroleum products operations—

(&) construct or operate any facility for the distribution or sale of
petroleum products to retail customers;

(b) establish, construct or operate a depot for the storage of petroleum
products ; or

(c) undertake distribution, marketing or retail trading of petroleum
products.

(3) TheAuthority may, by regulation, prescribe additional activitiesto be
undertaken only on the basis of alicence or permit and shall have power to
issue licences or permits for the activities in accordance with thisAct.

(4) Where aperson engagesin any of the activities set out in subsection
(D), (2) or (3) without alicence or permit, the Authority shall—

(a) seal the premises where the activity is undertaken ;

(b) dismantle and seize the facilities by which the activities were
undertaken ;

(c) confiscate equipment or materials employed by the person in such
activity ; or
(d) impose penalties as prescribed by regulations under thisAct.

(5) Notwithstanding any provision of thisAct, a person who engagesin
any of the activities set out in subsection (1), (2) or (3) without alicence or
permit, commits an offence and is liable on conviction to imprisonment for a
term of —

(a) one year or to a fine prescribed by regulation, in the case of an
activity requiring alicence; or
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(b) six months or to a fine prescribed by regulation, in the case of an

activity requiring apermit.

(6) A holder of asubsisting lease, licence or permit who is engaged in
activities in midstream or downstream petroleum liquids operations prior to
the effective date shall, within 18 monthsfrom the effective date, apply to the
Authority for, and the Authority may issue the appropriate licence or permit,
where applicable.

(7) The provisions of subsections (4) and (5) shall not apply to any
person under subsection (6) until the Authority has considered the application
and given adecision.

(8) Where any person, in applying for alicence or permit, knowingly
makes a fal se or misleading statement, the Authority may—

(a) suspend or revoke the licence or permit ; or

(b) impose a fine on the licensee or permit holder on the basis of the

falseor misleading information.

(9) Crude handling agreementsand any other agreements among parties
entered into prior to the effective date related to midstream or downstream
operations shall be submitted for review to the Authority and the Commission
and where so ordered by the Authority or Commission, as the case may be,
amendments shall be made in such agreements to comply with the Act.

Special 175. In addition to any matter provided under section 113 of thisAct,

regulations  the Authority may issue regulationswith respect to midstream and downstream

for petroleum liquids operations, which shall include—

midstream

and (a) the establishment and operation of awholesale market, to ensure the

downstream continuity of supply of petroleum products to customers, that will apply to

petroleum . L . o

liquids the owners and operators of crude oil refineries, transportation pipelines

operations. and other facilitiesor vessel sfor the bulk transportation of petroleum liquids,
bulk storage facilities for petroleum liquids and terminals and outlets for
retail trading of petroleum products ; and

(b) matters ancillary to or consequential on the activities set out in

paragraph (a).
Rights of 176. Subject to applicable law and the terms and conditions prescribed
wayrelating  py the Authority, alicensee or permit holder isentitled to rights of way for the
;’K;"'dweam laying, operation and maintenance of petroleum liquids transportation pipelines,
downstream  COMmunication lines, power linesand other similar linesthrough or acrossthe
petroleum areas the licensee or permit holder may require for carrying on midstream or
liquids downstream petroleum liquids operations under the licence or permit.

operations.
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177. The Authority may for the purpose of efficiency, preserverights  Surface
of way, easements or other rights over any surface or seabed areas subjectto  rights
an existing licence or permit, which may be necessary for thelaying, operation :f"%for
and maintenance of petroleumliquidstransportation pipelines, communication A ihority
lines, power lines and other similar lines and any right of way or other rights  for
reserved shall continue for the benefit of any entity to whom the Authority =~ midstream

may subsequently grant the same for alicence or permit. and
&y = yd P downstream

petroleum
liquids
operations.
178.—(1) The Authority may in consultation with licensees and other  Petroleum
stakeholders with respect to midstream petroleum liquids operations, develop  liquids
anetwork code governing the terms of accessintofacilitiesand infrastructure ~ midstream

used in midstream petroleum liquids operations. Eggg_ork

(2) The network code may include the following matters—

(a) aconnection and interconnection policy, standard termsfor connection
to an open access petroleum liquids transportation pipeline or petroleum
liquids transportation network and a statement of the connection charging
methodology ;

(b) a mechanism by which users reserve capacity in facilities and
infrastructure and at any time there is a greater demand for access than
available capacity, a mechanism for allocating capacity between users;

(c) thenomination ;

(d) requirementsfor the provision of information to the petroleum liquids
transportation network operator about the volume, timing and flow-rate of
injections into and withdrawals from the petroleum liquids transportation
network ;

(e) the structure of charges and the applicabl e tariffs charged for using
the petroleum liquidstransportation network ;

(f) the balancing of crude oil, condensates or petroleum products being
conveyed ;

(g) registration arrangements ;

(h) metering, allocation and settlement arrangements ;

(i) governance arrangements ; and

(j) the maintenance of aregister of customers and suppliers.

(3) The petroleum liquids midstream network code shall be published on

the website of the Authority and physical copies shall be made available to
interested persons on payment of a prescribed fee.
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Third party 179.—(1) Subject to section 162 of thisAct, any person licenced under
aceess the provisions of thisAct to supply petroleum liquids shall be permitted third
relating to A . .
midstream party access to facilities and infrastructure used for midstream petroleum
and operation by owners, operating on their own account, of such facilities and
downstream  infrastructure—
petroleum . . . .
liquids (a) in the manner prescribed by this Act, the regulations, codes and
operations. other guidelinesissued by the Authority under thisAct ; and
(b) on commercially viable terms based on a cost reflective pricing
methodol ogy.
(2) The Authority may mediate in disputes related to third party access.
Conditions 180.—(1) Where open access applies, open access to the facilities and
for the infrastructure used with respect to midstream petroleum liquids operations
provision of a1 pe—
open access
inrelation to (@) undertaken on a non-discriminatory basis between system users
petroleum with similar characteristics under section 116 of thisAct,
liquids I : . _
operations. (b) provided in respect of any available capacity, where the capacity is
not subject to a previous contractual commitment,
(c) provided in accordance with and governed by the termsand conditions
of the network code approved by the Authority, where applicable,
(d) provided on the condition that the applicant for accessisor becomes
aparty to and undertakesto comply with the applicable network code, and
(e) subject to the pricing principles set out in section 207 of thisAct :
Provided that facilities and infrastructure which are specifically defined by
the Authority for the storage of national strategic stocks shall be exempt from
the provisions of thisAct relating to open access.
(2) The Authority may mediate in disputes in respect of open access.
National 181. TheAuthority shall—
strategi
Stgcﬁifc (a) establish, administer and ensure the storage and distribution of the

national strategic stocksof petroleum productsin accordance with regulations
issued by the Authority ;

(b) determine and publish the amount to be charged as a levy for the
financing of the national strategic stocks, which shall form part of the retail
price of each petroleum product, such levy to be determined as apercentage
of the retail price and be deducted on wholesale basis ; and

(c) designate, in consultation with the appropriate authorities and nationa
security agencies, the strategic locations across the country where the
national strategic stocks shall be distributed and maintai ned.
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182. The Authority shall ensurethat all companieswith alicencefor the
bulk storage of petroleum products granted under section 187 of this Act
maintain operating stocks in accordance with guidelines published by the
Authority.

183.—(1) Subject to sections 111 and 174 of this Act and upon the
approval of the Authority of an application and payment of aprescribed fee by
aqualified person, the Minister may, on the recommendation of the Authority,
grant and issue to that person a crude oil refining licence which shall permit
the licensee to—

(a) procure, construct, install and operate facilities to process crude oil
on itsown account into derivative chemicals and petroleum products ; and

(b) sell such chemicalsand petroleum products at the exit of therefinery.

(2) In considering an application for a crude oil refining licence, the
Authority shall take into account the economic case for arefinery, including
the potential demand for its use.

184. Thecrude oil refiner shall undertake the activities contemplated
by the licence in a manner that best complies with the following general
obligations, to—

(a) procure, construct, install, operate and maintain its refinery and
associated facilities in an economical, safe, reliable and environmentally
friendly manner ;

(b) shut down its facilities in emergencies and in order to carry out
maintenance or in accordance with curtailment directives issued by the
Authority ;

(c) manage its facilities as a reasonable and prudent operator ;

(d) avoid any act or omission that may affect the compatibility of the
refinery with any facility or network that is likely to prejudice the public
interest or the integrity of network operations;

(e) produce petroleum productsto aquality suitablefor thetransportation
system as specified in the licence ;

(f) produce petroleum productsto aquality suitablefor usein accordance
to the specifications approved by the Authority ;

(g) treat all customersin anon-discriminatory manner under section 116
of thisAct ; and

(h) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.
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Access 185. A crude ail refiner shall have the right of access to facilities,
rights. including harbours, jetties, petroleum bulk storage, transportation facilitiesand
pumping installationsin accordance with the open access or third party access
requirements and the tariff methodol ogy approved by the Authority.
Conditions 186. In addition to conditions as may beimposed by the Authority under
applicable section 114 of this Act, a crude ail refining licence shall be deemed to be
tc_’l a gff_ude granted subject to the conditions that the holder shall—
oll refining
licence. (a) conduct itslicenced activities safely and reliably in compliance with
any law in force and prescribed health and safety related regulations,
standards and operating procedures issued under thisAct ;

(b) haveregardtothe effect of itslicenced activities on the environment
and complying with the requirements for environmental protection,
management and restoration under thisAct ;

(c) mark, maintain and secure the boundaries of its facilities and
associated infrastructure constructed under the terms of its licence and
any law in force ; and

(d) comply with any conditions precedent or other conditions as the
Authority may prescribe by regulation.

Grant of a 187.—(1) Subject to sections 111 and 174 of this Act, the Authority
bulk may upon approval of an application and payment of prescribed fees, grant
ﬁetl:%s”m and issue aqualified person bulk petroleum liquids storage licence authorising
St?)rage the holder to undertake the bulk storage of petroleum liquids whether for its
licence. own account or on behalf of customers as provided for in the licence.

(2) In considering an application for a bulk petroleum liquids storage
licence, theAuthority shall takeinto account the economic casefor bulk storage
facility, including the potential demand for itsuse.

General 188. Theholder of abulk petroleum liquids storage licence shall undertake
duties of a the activities contemplated by the licence in amanner that best complieswith
Ibul kstorage  thefollowing general obligations, to—

|censee.

(a) establish and make available to the public at its offices, the—

(i) procedure for obtaining third party access or open access, as
provided for in the licence, throughput and terminating its services, and

(ii) method of response to the request for its service ;

(b) procure, construct, install, operate and maintain itsfacilitiesin asafe,
economical, reliable and environmentally friendly manner taking into account
any strategic plans formulated by the Authority ;

(c) shut down its facilities in emergencies and in order to carry out
maintenance or in response to curtailment directivesissued by the Authority ;
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(d) grant third party accessto use or have access to spare capacity within

itsfacilities for the purpose of ensuring competitive supply of crude oil and
petroleum products, where the licensee operates on its own account ;

(e) consult with the Authority and obtain written permission prior to any

modification of technical and operational rules of practice concerning the
operation of itsfacilities;

(f) conduct itslicenced activitiesin anon-discriminatory manner between
all classes of customers under section 116 of thisAct, wherethelicenceis
for bulk storage for customers and is operated on an open access basis ;

(g) manage its facilities as a reasonable and prudent operator ; and

(h) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

189. In addition to conditions as may beimposed by the Authority under  conditions
section 114 of thisAct, abulk petroleum liquids storagelicence shall bedeemed  applicable
to be granted subject to the conditions that the holder shall— Itooet"’:g‘;fm

(a) where the licence is operated for the own account of the licensee, liquids

the licensee may own the petroleum liquids contained in the storage and ~ Storage
wherethe licence s operated on an open accessbasisthe licensee shall not  '¢&¢®
own the petroleum liquids;

(b) conduct itslicenced activities safely and reliably in compliance with

any law in force and prescribed health and safety related regul ationsissued
under thisAct ;

(c) haveregard to the effect of itslicenced activities on the environment
and complying with the requirements for environmental protection,
management and restoration under thisAct ; and

(d) mark, maintain and secure the boundaries of its facilities and

associated infrastructure constructed under the terms of its licence and
any law in force.

190.—(1) Subject to sections 111 and 174 of this Act, the Authority — Grant of
may upon approval of an application and payment of prescribed fees, grant ~ Petroleum
and issueaqualified person apetroleum liquidstransportation pipelinelicence 't'rg‘:'ds tion
withtheexclusiveright to own, construct, operateand maintain atransportation p:ﬁ?]e
pipelinefor the bulk transportation of petroleum liquidswithinarouteasdefined  |icence.

in the licence for its own account with third party access provisions or as
common carrier as stipulated in the licence.

(2) In considering an application for apetroleum liquidstransportation
pipeline licence, the Authority shall take into account the economic case
for apetroleum liguidstransportation pipeline including the potential demand
for its use.
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191. The holder of a petroleum liquids transportation pipeline licence
shall undertake the activities contemplated by the licence in a manner that
best complieswith thefollowing general obligations—

(a) establish and make available to the public at its offices, the—

(i) procedure for obtaining and terminating transmission and
interconnection services, and

(if) method of response to the request for its service ;

(b) construct, operate and maintain its petroleum liquids transportation
pipeline in a safe, economical, and reliable manner taking into account any
strategic plans formulated by the Authority ;

() manage supply shortfalls and meet on a reasonable endeavours
basis requests for transportation above contractual volumes;

(d) shut downitspetroleum liquidstransportation pipelinein emergencies
and in order to carry out maintenance or in response to curtailment directives
issued by the Authority ;

(e) provide access on a non-discriminatory basis under section 116 of
thisAct, where the licence is granted on a common carrier basis and provide
for third party access pursuant to the licence conditionswhere the transportation
pipelineis operated for the own account of the licensee ;

(f) consult withtheAuthority and obtain written permission prior to any
modification of technical and operational rules of practice concerning the
operation of itspipeline;

(g) manage its transportation pipeline as a reasonable and prudent
operator ; and

(h) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

192. Inadditionto conditions as may beimposed by the Authority under
section 114 of thisAct, atransportation pipeline licence shall be deemed to be
granted subject to the conditions that the holder shall—

(a) not own petroleum liquidsin the pipeline, wherethelicenceisissued
on acommon carrier basis;;

(b) wherethe holder isalicensee operating on its own account, who is
acompany which is an affiliate of acompany that is alessee, the licensee
may own, or the affiliate may own, the petroleum liquids in a petroleum
liquidstransportation pipelinefor the purpose of removing petroleum liquids
from the lease ;

(c) wherethe holder isacompany that a so holdsalicenceto beawholesale
petroleum liquids supplier, operating on its own account, may own the
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petroleum liquidsin apetroleum liquidstransportation pipeline, for the purpose
of connecting to a lessee or wholesale customer to or from a petroleum
liquids transportation network or petroleum liquids transportation pipeline,
subject to third party access provisions as may be included inthelicence;

(d) wherethe holder isacompany that also holdslicence asapetroleum
product distributor, operating on its own account, may own the petroleum
liguids in apetroleum liquids transportation pipeline, where the principal
user of thetransportation pipelineisthe petroleum product distributor, subject
to third party access provisions as may be included in the licence ;

(€) wheretheholder isacompany that also holdsalicenceto beawholesale
petroleum liquids supplier, operating on its own account, may own the
petroleum liquidsin apetroleum liquidstransportation pipeline, for the purpose
of connecting to a lessee or wholesale customer to or from a petroleum
liquids transportation network or petroleum liquids transportation pipeline,
subject to third party access provisions as may be included inthelicence;

(f) conduct itslicenced activities safely and reliably in compliance with
any law in force and prescribed health and safety related regul ationsissued
under thisAct ;

(g) haveregard to the effect of itslicenced activities on the environment
and comply with the requirements for environmental protection,
management, and restoration under thisAct ; and

(h) mark, maintain and secure the boundaries of the pipelines and
associated infrastructure constructed under the terms of its licence.

193.—(1) Subject to sections 111 and 174 of thisAct, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issue a qualified person a petroleum liquids transportation network operator
licence authorising the conduct of activities specified in the licence, which
shall include—

(a) conveyance of petroleum liquidsthrough the transportation network ;

(b) balancing the inputs and off takes from the transportation network ;

(c) providing open access to the transportation network ; and

(d) charging for the use of the transportation network.

(2) The Authority shall grant only one petroleum liquids transportation
network operator licencefor specified petroleum liquidswithin ageographically
defined areato asingle network operator, provided that the Authority may, at

its discretion, issue licences to other parties for the operation of isolated or
dedicated pipelines.

Grant of a
petroleum
liquids
transportation
network
operator
licence.
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194. The petroleum liquidstransportation network operator shall exercise

therightsand obligationsimposed on it in amanner that best complieswith the
following general obligations—

(a) establish and make available to the public at its offices, the—

(i) procedure, termsand conditionsfor obtai ning and terminating access
and interconnection services to the transportation network, and

(if) method of response to the request for its service ;

(b) operate an efficient and economical transportation network for the
safe and reliable conveyance of specified petroleum liquids in a manner
that is designed to meet all reasonable demandsfor the specified petroleum
liquids;

(c) operate a nomination and balancing mechanism and an equitable
curtailment of transportation whenever technical or operational expediencies
require;

(d) consult with the Authority and obtain written permission prior to any
modification of technical and operational rules of practice concerning the
operation of its transportation network ;

(e) ensure the development and operation of a network code and terms
for accessinto thetransportation network in collaboration with theAuthority,
shippers, licensees and permit holders operating essential infrastructure;

(f) ensure equitabl e and transparent open access, subject to the provisions
of section 116, to the transportation network in accordance with the network
code ;

(g) manage the transportation network as a reasonable and prudent
operator ;

(h) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition ; and

(i) enter into agreements with transportation pipeline owners, distributors
and wholesale customers for connection to, and operation of, the
transportation network.

195. Subject to thisAct, the Authority may grant the following special

powers or authority to a petroleum liquids transportation network operator to
facilitate the conduct of itslicenced activities—

(a) the power to request and obtain from shippersinformation required
to operate the nominations and balancing mechanism to operate the network
or tofacilitate competition ;

(b) theright to recover, on the basis of an invoice, expenses reasonably
incurred in undertaking itslicenced activities, subject to any conditions
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imposed by the Authority with respect to the level and structure of its
charges ; and

(c) to purchase petroleum liquids for its own operations for purposes
such astesting and commissioning of facilities, compression purposesand
linefill.

196.—(1) In addition to such conditions as may be imposed by the
Authority under section 114 of this Act, a petroleum liquids transportation
network operator licence may include an obligation to devel op market rulesin
accordance with the provisions of thisAct.

(2) A petroleum liquids transportation network operator may be owner
of any or all of the petroleum liquids transportation pipelinesin the petroleum
liquidstransportation network.

(3) Where third parties are owners of certain petroleum liquids
transportation pipelines in the petroleum liquids transportation network, the
ownersshall be paid by petroleum liquidstransportation network operator the
tariffs determined for non-operating owners of the pipelines.

(4) A petroleum liguidstransportation network operator shall not misuse
its monopoly position in the geographical area to charge franchise or other
access chargesfor providing accessto the petroleum liquidstransport network
other than the charges specifically permitted under thisAct and itsregulations.

197.—(1) Subject to sections 111 and 174 of thisAct, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issue aqualified person awholesale petroleum liquids supply licence.

(2) A company that is a lessee producing crude oil or condensates or
both or isaholder of acrude oil refining licence is aqualified person for the
purpose of subsection (1) and shall be entitled to apply for and be issued a
whol esale petroleum liquids supply licence by the Authority.

(3) A wholesale petroleum liquids supply licence authorisesthe supplier
to sell and deliver petroleum liquidsto bulk customersin Nigeriaor for export.

198. A wholesale petroleum liquids supplier shall undertakethe activities
contempl ated by the licencein amanner that best complieswith thefollowing
general obligations, to—

(a) provideareliablesupply of petroleum liquidsto purchaserson request,
provided that it iseconomically feasible ; and

(b) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.
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Rights of a 199. Subject to thisAct, the Authority may grant the following specific

wholesdle  powers or authority to the holder of a wholesale petroleum liquids supply

ﬁgﬁ%ﬁ”m licence to facilitate the conduct of itslicenced activities, the right to—

supplier. (a) terminate wholesale supply to a customer in the event of non-
payment, following anotice period as prescribed by regulation ;

(b) recover from a customer, on the basis of an invoice and subject to

any conditions imposed by the Authority on the level and structure of a
licensee’s charges and costs reasonably incurred in the supply of petroleum
liquids, provided that the sale of petroleum liquids to customers by the
wholesale petroleum liquids supplier shall be subject to the provisions of
this Chapter ; and

(c) enter apremises, in accordance with a metering code issued by the

Authority, for the purpose of reading the meters, testing, maintaining metering
equipment, disconnecting customers and to remove meters.

Conditions 200.—(1) Inaddition to conditionsas may beimposed by the Authority

applicable  under section 114 of this Act, a wholesale petroleum liquids supply licence

toa ; o

wholesale shall be deemed to be granted subject to the supplier

petroleum (a) ensuring a reliable and efficient supply of petroleum liquids to

"qU'UI'S customers on request, provided that it is economically feasible ;

Su

“CEECZ_ (b) supplying petroleum liquids on request to acustomer who iswilling
and ableto pay for connection to the transportation network or transportation
pipeline, subject to safety and network capacity constraints ; and

(c) conducting licenced activities safely, reliably and in an

environmentally friendly manner in compliance with any law in force
and any health and safety related regulations issued by the Authority
under this or any other Act.

(2) A wholesale petroleum liquids supplier shall undertake its licenced
activitiesin amanner that best complieswith the covenants and conditions of
thelicence and with customer protection measures approved by the Authority.

Grant of 201. Subject to sections111 and 174 of thisAct, the Authority may upon
licencefor  gpproval of an application and payment of prescribed fees, grant and issue a
g]LStr'b”t'O” qualified person apetroleum product distribution licence.

petroleum

products.

General 202. In addition to conditions the Authority may impose under section
dgttl'rﬁlsezfm 114 of thisAct or that may be prescribed by regulation, a petroleum product
Sroduct distribution licence shall be deemed to be granted subject to the duty of the

distributor.

holder to—



Petroleum Industry Act, 2021 2021 No. 6

A 259

(a) develop and maintain asafe, efficient, reliable and economical service
for the distribution of petroleum products to individual customers and
petroleum product retailers;;

(b) carry onitsbusinessin amanner that will promote competition and
avoid monopoly intheretail supply of petroleum productsin Nigeria;

(c) conductitslicenced activitiessafely and reliably in compliance with
any law inforce and prescribed environmental, health and safety regulations
issued under this or any other Act ;

(d) publishthe pricesto be charged and to be paid by aperson to whom
the distributor sells petroleum products in a manner to ensure adequate
publicity unlessthe Authority prescribes otherwise;

(e) avoid undue preference or discriminate as between persons or any
class of personsin establishing prices; and

(f) comply with customer protection measures approved by the Authority.

203.—(1) Subject to sections 111 and 174 of thisAct, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issueaqualified person apetroleum product retail licence authorising the holder
to establish, construct and operate afacility to be employed for retail sale of
petroleum products.

(2) TheAuthority shall issue guidelinesin respect of the processfor the
establishment, construction and operation of facilities to be employed by
petroleum product retailersfor retail sale of petroleum products.

204.—(1) Subject to sections 111 and 174 of thisAct, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issue a qualified person a petrochemicals production licence authorising the
holder to establish, construct and operate a facility for the production of
petrochemicals and sell the petrochemical s produced.

(2) The Authority shall issue guidelines in respect of petrochemicals
production licences.

205.—(1) Subject to the provisions of this section, wholesale and retail
prices of petroleum products shall be based on unrestricted free market pricing
conditions.

(2) WheretheAuthority determinesthat a particular licenced activity is
a monopoly service or a service by an excessively dominant supplier, the
Authority shall have the power to regulate the tariffs and prices charged by
the respective licenseein respect of the activitiesin amanner consistent with
the Authority’s duties under thisAct and with the pricing principles set out in
section 207 of thisAct.
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206.—(1) The holder of a wholesale petroleum liquids supply licence
and a wholesale customer shall, subject to the provisions of this Chapter,
negotiate the wholesal e prices directly between the partieson an arm’slength
basis, provided that the transfer price shall be transparent and reflect the
transfer price between the parties.

(2) The Authority shall have power to monitor bulk sale of petroleum
products and may publish market-based prices in order to ensure that the
transactions are undertaken in a manner that transfer pricing between the
supplier and the wholesale customer are undertaken at a transparent arm’'s
length basis.

(3) Thesupplier shal, within 14 daysof the consummation of atransaction
relating to the bulk sale of petroleum products, provide the Authority with
information relating to the transaction including, where applicable, the cost
incurred by the supplier in the production or supply of the product and other
information relevant to the price at which the product is sold.

(4) A supplier who knowingly provides information, which is false or
misleading with respect to the information required in subsection (3) isliable
to afine stipulated by the Authority in regulations.

207. Where under section 205 (2) of this Act, the Authority regul ates
the tariffs and prices of a licensee, the Authority shall alow the seller to
recover reasonably and prudently incurred costs, including areasonablereturn
on the capital invested in the business.

208. Licensees shall publish prices as required by the Authority in a
manner that ensures that the customers are able to identify and calculate the
extent of charges for which they will become liable.

PaART VI—OTHER MATTERS RELATED TO MIDSTREAM
AND DOWNSTREAM OPERATIONS

209. The Authority may issue regulations imposing public service
obligations on licensees or a class of licenseesin relation to the maintenance
of strategic stock for which the Authority shall approve atariff to be paid by
the consumers.

210. The Authority shall, subject to the provisions of the Federal
Competition and Consumer Protection Act, have the responsibility to—
(a) monitor the state of the markets regul ated by the Authority ;

(b) administer, monitor and ensure compliance with the provisions of
this Act and any law or regulation issued in respect of competition and
market regulation ;
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(c) monitor market behaviour including the development and
maintenance of competitive markets ;

(d) arrest situations of abuse of dominant power and restrictive business
practices ;

(e) assess whether the petroleum industry is operating efficiently or the
existing market arrangements may congtitute barriersto entry into the market
for new market participants ;

(f) determinewhether thereisany anti-competitive activity being carried
on and exercise its powers under this section to prevent the continuance of
the activity ; and

(g) determine any pre-conditions and any transitional arrangements
required for any services to be offered competitively.

211.—(1) Subject to the provisions of the Federal Competition and
Consumer Protection Act, the Authority shall have the responsibility to prevent
anti-competitive behaviour with respect to midstream and downstream
petroleum operations and may take any or a combination of the following
actions—

(a) monitor and determine whether any conduct by a licensee or any
other person operating or intending to operatein midstream and downstream
petroleum operations—

(i) hasthe purpose or effect of substantially lessening competitionin
any segment of the midstream and downstream petroleum operations,

(it) may likely result in anti-competitive or discriminatory conduct,
including an unlawful exercise of market power that may prevent
customers from obtaining the benefits of a properly functioning and
competitive market,

(iif) may amount to practices which reflect an apparent or probable
effect of crippling, excluding or deterring the entry of another person
into midstream and downstream petroleum operations, or

(iv) may likely beindicative of an abuse of dominant position in respect
of the provision of any service;

(b) consider how best to prevent or mitigate abuse of market power in
its decisions and determinations regarding matters including licence
applications, grant of licence, licence termsand conditionsand theregulation
of prices for servicesin competitive markets ; and

(c) where, in the opinion of the Authority there is or may be, anti-
competitive behaviour and in particular an abuse of market power, the
Authority shall—

Power to
prevent
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competitive
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Act No 1,
2018.
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(i) issue “cease and desist” orders as may be required,

(ii) require and compel the disclosure of information from licensees,

(ii1) undertake inquiries and investigations, and

(iv) levy fines prescribed by regul ationsissued by the Authority, which
shall not exceed 5% of the annual turnover of the company for the
preceding year.

(2) Notwithstanding the provisions of this section, where the Authority
deems it to be in national interest or necessary to preserve or promote the
benefits of afunctional and effective competitive market, the Authority may,
ontheapplication by alicensee or other person with the ability to influencethe
price of petroleum products,—

(a) givewritten approval to the application upon such termsand conditions
and impose other requirements as it may deem appropriate ; and

(b) issue directions to prevent or mitigate any conduct that shall or is
likely to lead to the unlawful exercise of market power that will prevent
customers from obtaining the benefits of a properly functioning and
competitive market.

(3) TheAuthority may at any timewithdraw an approval granted under
subsection (2) upon such terms and conditions as it may deem appropriate.

212.—(1) TheAuthority may requirethe holder of alicenceto maintain
separation in management, accounting or legal entities of its licenced or
permitted activities, which may prohibit the holder of thelicencefrom directly
holding licences of another type.

(2) Licenced activities between a holder of a licence and an affiliate
shall be undertaken in amanner that the transfer pricing between both entities
isundertaken on atransparent arm’slength basisand in amanner that reflects
the pricing principles contained in sections 170 and 207 of thisAct.

(3) A holder of alicence shall not, without the prior written consent of
the Authority, directly or indirectly acquire an interest in, purchase or merge
with another holder of alicence or an affiliate of a holder of alicence.

213. A holder of a licence or permit shall not discriminate between
customers or classes of customers or their related undertakings or network
usersin respect of access, tariffs, prices, conditions or standards of service
under section 116 of thisAct.
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214. Inthe exercise of its powers under this Chapter, the Authority may  Considerations
consider— for exercise

. of the

(a) the relevant economic market ; Authority’s

(b) global trends in the relevant economic market ; powers.

(c) the effect on the number of competitors in the market and their

respective market shares ;

(d) the effect of barriers to entry into the market ;

(e) the effect of any activity on the range of servicesin the market ;

(f ) the effect of the conduct on the cost and profit structures in the

market ;

(g) the ability of any independent licensee or operator to make price or

tariff regulating decisions; and

(h) any other matter which the Authority may deem relevant.

215.—(1) Where, in the opinion of the Authority, any act or activity Power to
prohibited under this Chapter has been or is likely to be undertaken by any  servenotice,
person, the Authority may— ISSue ”cease

and desist”

(a) serve a notice on the person, specifying the act or activity and its  order.

intention to issue a “cease and desist” order ;

(b) direct the person to whom the notice isissued to do or not to do, the

specified act or activity ; and

(c) specify the time frame for compliance with the notice.

(2) Where the person to whom the notice or directive issued under
subsection (1) fails to comply, the Authority may issue a“cease and desist”
order.

(3) The Authority may levy a fine not exceeding 5% of the annual
turnover of the company for the preceding year or revoke the licence of any
person who fails to comply with a “cease and desist” order or a directive
issued under subsection (1).

ParT VII—ComMmon Provisions ForR UpSTREAM, MIDSTREAM
AND DownsTREAM PETROLEUM OPERATIONS

216.—(1) The Commission and Authority shall consult with stakeholders — Consultation
prior to finalising any regulations or amendmentsto regulations. for i

regulations.

(2) The stakeholdersto be consulted for any particular regulation shall
belessees, licensees and permit holdersthat may beimpacted by theregulations
and such other persons that may be interested in the subject matter of the
proposed regulation.
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(3) TheAuthority or Commission, asthe case may be, may, infinalising
any regulation under this section, take into consideration any submission made
during the stakeholders' consultation under subsection (1).

(4) Priortoholding the stakeholders' consultation under subsection (1),
the Commission or Authority, asthe case may be, shall publishin at least two
national newspapers with wide coverage and on its website, notice of—

(a) the stakeholders’ consultation ;

(b) its invitation to lessees, licensees, permit holders and other
stakehol dersto participatein the stakeholders' consultation ;

(c) the venue and period during which the stakeholders’ consultation is
tobeheld;

(d) the nature of the matter to which the stakeholders’ consultation relates;

(e) the matters upon which the Commission or Authority, as the case
may be, would require submissions;;

(f ) the form in which stakeholders are to make submissions on the
subject matter of the stakeholders' consultation ;

(g) the period of notice for the commencement of the stakeholders
consultation, which shall not be lessthan 21 days; and

(h) the address or addresses to which the submissions may be sent.

(5) Notwithstanding the provisionsof subsection (1), the Commission or
Authority may, in national interest and exigency of the situation, issue a
regulation without conducting astakeholders' consultation.

(6) A regulation made under subsection (5) shall be valid for not
more than one year with effect from its commencement date, except it is
confirmed following a stakeholders' consultation conducted in accordance
with subsection (3).

(7) The Commission or Authority, as the case may be, shall fix a date
upon which the confirmed regulation under subsection (6) shall come into
effect and cause the notice of that commencement date to be published in at
least two national newspapers with wide coverage and on its website.

217.—(1) Where it appears to the Commission or Authority that the
holder of a lease, licence or permit is contravening, has contravened or is
likely to contravene any of the conditions of the lease, licence or permit, the
Commission or Authority, as the case may be, may publish a notice in a
manner as it considers appropriate to draw the attention of other persons
affected or likely to be affected by the contravention or threatened contravention
of the lease, licence or permit—
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(a) specifying the actual or potential contravention ;
(b) directing the holder to do or not to do, the things specified ;
(c) specifying the remedy and the timeframe for compliance ; and

(d) notifyingthe holder of the lease, licence or permit of itsintention to
issue an enforcement order.

(2) The holder of the lease, licence or permit and any other interested
party shall be entitled to make representations against or in support of anotice
published under subsection (1) on adate specified in the notice.

(3) Where aholder of thelease, licence or permit failsto comply with a
notice published under subsection (1), the Commission or Authority, as the
case may be, may issue an enforcement order.

(4) The Commission or Authority may not issue an enforcement order if
the holder of the |lease, licence or permit—

(a) isableto demonstrateto its satisfaction that it is not contravening or
about to contravene a condition of alease, licence or permit, or

(b) has ceased to contravene a condition of the lease, licence or permit:

Provided that where the earlier contravention was deliberate, the Commission
or Authority, as the case may be, may, at its discretion, impose a penalty as
prescribed by regulation.

(5) A holder of alease, licence or permit who failsto comply with the
enforcement order under this section, contravenes the provisions of thisAct
andisliableasfollows, the—

(a) Commission shall revokethe permit or recommend to the Minister to
suspend or revoke the licence or lease ;

(b) Authority shall revoke the permit or recommend to the Minister to
suspend or revoke the lease, licence ; or

(c) Commission or Authority, asthe case may be, shall impose any other
penalty prescribed by regulations.

(6) The pendty issued under subsection (5) may bereviewedinregulation,
in order to reflect the effect of inflation or for other justified reasons.

(7) The Commission or Authority, as the case may be, may order the
sealing up of any premises, including any facility or plant engaged in petroleum
operations, where there has been a contravention of thisAct or any regulation.

(8) Subject to any other provisions in this Act, any dispute between a

lessee, licensee or permit holder and the Commission or the Authority shall be
settled by the Federal High Court.
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218. A person engaged in petroleum operations, which require alease,
licence or permit by the Commission or Authority under thisAct, shall register
its undertaking with the Commission or Authority, as the case may be and
provide information concerning the activities of the undertakings as may be
prescribed in regul ations.

219.—(1) The Commission and Authority shall establish, maintain and
make publicly available, aregister of leases, licences, permitsand authorisations,
issued, revoked, suspended, surrendered or withdrawn and any modification
or exemption granted in respect of any lease, licence, permit or authorisation
under thisAct.

(2) The officer registering the issuance of any instrument as provided
under subsection (1) shall require an acknowledgement of the receipt of a
copy of such instrument from the person receiving it in such form as may be
prescribed by regulation.

(3) A license or permit issued under this Act shall be conspicuously
exhibited by alicensee or permit holder in aprominent place on the business
premises of the licensee or permit holder.

220.—(1) A lease, licence, permit or authorisation and any exemption
granted under thisAct shall be prepared in duplicate, one copy shall bedelivered
to the holder of the lease, licence, permit or authorisation and the other copy
to be retained by the Commission or Authority which shall be bound upin a
book of the appropriate series within its register and serially numbered.

(2) Theregister referred to in section 219 of thisAct shall also be kept
in an electronic format and soft copies of individual leases, licences, permits,
authorisations or exemptions shall beforwarded to the holder of alease, licence,
permit or authorisation.

(3) The Commission or Authority, as the case may be, shall cause a
lease, licence, permit or authorisation to be prepared upon payment of the
reguisite fees and in the case of leases or licences for upstream petroleum
operationsthe provisions of section 85 shall apply.

(4) The officer registering a lease, licence, permit or authorisation or
exemption under subsection (1) shal require an acknowledgement of thereceipt
of the copy of the lease, licence, permit or authorisation or exemption from
the person accepting such lease, licence, permit or authorisation or exemption
in such form as may be prescribed by regulations.
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221.—(1) Thelease, licence, permit or authorisation or any exemption
shall be authenticated under the seal of the Commission or Authority, as the
case may be and the validity of the lease, licence, permit or authorisation or
any exemption shall commence from the date of its issuance.

(2) The date of issuance of any lease, licence, permit or authorisation or
any exemption shall beinscribed on thelease, licence, permit or authorisation
or any exemption.

222.—(1) The Commission or Authority, as the case may be, shall
enter in the appropriate register a memorial of any extension, transfer,
surrender, revocation, exemption, relinquishment, change of address, change
of name or any other matter affecting the status of or any interest in any
lease, licence, permit or authorisation registered under this Chapter together
with the date of such entry.

(2) The Commission or Authority, as the case may be, shall establish
and maintain aregister inwhich particulars of any interest or sharestransferred
or assigned are recorded by the Commission or Authority and the register
shall be updated in relation to any change in the status of such interest or
shares transferred or assigned.

223. Alease, licence, permit or authorisation registered under this Chapter
shall, subject to the provisions of thisAct, be conclusive evidence—

(a) that the rights described in the lease, licence, permit or authorisation
arevested in the person named asthe holder of the lease, licence, permit or
authorisation ; and

(b) of the conditions and other provisions to which the holder of the
lease, licence, permit or authorisation is subject under thisAct.

224.—(1) The registry and the registers required under sections 219,
222 and 223 of this Act shall be readily accessible to the public during the
hours and upon the days designated by the Commission or Authority, as the
case may be.

(2) The CommissionandAuthority shall maintain an up-to-date el ectronic
form of the registers required under sections 219, 222 and 223 of thisAct on
its website, which may be accessed for free by any member of the public.

(3) A member of the public shall, upon the payment of prescribed fees,
be entitled to obtain acertified true copy of any document or record contained
in the registers referred to in sections 219, 222 and 223 of thisAct.
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225. The storage, application, transportation, and other petroleum
operations of radioactive materials and other equipment generating ionizing
radiationin all aspectsof oil and gas operations shall bein compliancewith the
Nuclear Safety and Radiation Protection Act and such other legislative
provisions as may be applicable.

226.—(1) Any matter which requires the Commission’s or Authority’s
approval under thisAct or under any regulation, shall be approved or rejected
within the time limit specified in this Act or in any regulation issued by the
Commission or theAuthority.

(2) Where no time limit has been specified under this Act or in any
applicable regulation, the time limit referred to in subsection (1) shall be 90

days.

(3) Where the Commission or Authority rejects an application, they
shall, within the stipulated time limit, revert with reasons and any rejected
application shall be tracked and accurate record of it kept.

(4) Wherethe Commission or Authority at the expiration of the stipul ated
time frame refuses to communicate in writing its approval or rejection to the
applicant, the application is deemed to have been approved and the default
approval shall be recorded in the appropriate register by the Commission or
Authority.

227.—(1) Whereadirector or employee of the Commission or Authority,
inthe course of hisduties, acquiresinformation relating to thefinancial affairs
of any person or to any commercial secret or where any other person indirectly
acquires such or other information required to be kept confidential under the
provisions of this Act from any director or employee of the Commission or
Authority, he shall not make use of such information for any unauthorised or
unofficial purpose nor discloseit to any other person except—

(a) for the purpose of legal proceedings under this Act or any other
law ; and

(b) totheextent that it may be necessary to do so for the purpose of this
Act or any other law.

(2) A director or employee of the Commission or Authority shall not, for
personal gain, make use of any information acquired by him in the course of
his dutieswithin aperiod of five years after the date on which he ceased to be
adirector or employee.

(3) Any person who contravenes subsection (1) commits an offence
andisliableon conviction to the forfeiture of any proceedsaccruingto himon
account of the contravention and to a fine or other sanctions prescribed in
regulation.
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228.—(1) A person shall not—

(a) obstruct or assault any officer of the Commission or Authority or any
person authorised by the Commission or Authority in the exercise of the
powers conferred on the Commission or Authority under thisAct ;

(b) refuse any officer of the Commission or Authority or any person
authorised by the Commission or Authority, asthe case may be, accessto
any premises, facilities or retail outlets or refuse to submit to a search of
any premises, facilities or retail outlets by any authorised officer or agent
of the Commission or Authority ; or

(c) fail to comply with any lawful demand, notice or order of an officer
or authorised person of the Commission or Authority in the execution of the
officer’s duties under thisAct.

(2) A person shall not—

(a) engagein any petroleum operationswithout avalid lease, licence or
permit where such lease, licence or permit isrequired under thisAct ;

(b) unlawfully remove, destroy or damage any facility used for petroleum
operations;

(c) furnish astatement or incomplete information cal culated to mislead
or wilfully delay or obstruct the Commission or Authority and its officersin
the exercise of their duties ;

(d) obstruct or fail to cooperate with the Commission or Authority inits
investigation of any suspected crime or corrupt practice ;

(e) actin breach of any relevant network code, where applicableto such
person or in violation of thisAct in relation to the allocation of available
capacity, access and payment of tariffsin respect of the use of any facility
or infrastructure ; or

(f) useor permititsfacility, infrastructure or equipment to be used for or
in relation to the Commission or Authority of any offence.

229.—(1) A person who violates the provisions of section 228 of this
Act commits an offence and is liable on conviction to a fine prescribed in
regulations.

(2) Where an offence has been committed under section 228 (2) (b) of
thisAct, the person who committed the offence shall discontinuethe operations
of the affected infrastructure, facility or equipment until any damage, ateration,
malfunction or loss has been rectified and all safety i ssues have been resolved.

(3) The Commission or Authority, asthe case may be, may by regulation,
where necessary, review the amount of the penalty stipulated in subsection
(2) to reflect the effect of inflation or for other justified reasons.

Offences.
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230. A person who—

(a) fails or refuses to furnish, return or supply information to the
Commission or Authority or any other lawful authority at thetimeandinthe
manner prescribed,

(b) furnishes a false or incomplete return,
(c) suppliesfalse or incompleteinformation,

(d) wilfully delays or obstructsthe Commission or Authority, its officers
and agents, police officersand other law enforcement officersintheexercise
of the powersor duties conferred or imposed on the Commission or Authority
under thisAct, or

(e) conceals, fails or refuses, without reasonable cause, to supply
information required by the Commission or Authority or any duly empowered
lawful authority at thetime and in the manner prescribed or when required
todo so,

commits an offence and on conviction by acourt of competent jurisdictionis
liable to aterm of imprisonment and applicable fine as may be prescribed in
regulation and with respect to paragraphs (a), (b) and (c), where such offence
IS repetitive or continues after having been so informed in writing by the
Commission or Authority as the case may be.

231.—(1) The Commission or Authority, as the case may be, may
assess a penalty in the prescribed amount against any person for prescribed
contraventions of thisAct, regulations or an order made under thisAct.

(2) Prior to assessing a penalty, the Commission or Authority, as the
case may be, shall provide notice to the person—

(a) setting out the facts and circumstances that make the person liable
to apenalty ;

(b) specifying the amount of the penalty that is considered appropriate
in the circumstances ; and

(c) informing the person of the person’sright to make representationsto
the Authority or Commission, as the case may be.

(3) A person to whom notice is sent under subsection (2) may make
representationsto the Commission or Authority, asthe case may be, in respect
of whether or not a penalty should be assessed and the amount of the penalty.

(4) Representations under subsection (3) shall be made within 30 days
after the person received the notice under subsection (2).

(5) After considering any representations made under subsection (3),
the Authority or Commission, as the case may be, may—
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(a) assess a penalty and set a date by which the penalty isto be paid in
full ; or

(b) determine that no penalty should be assessed.

(6) The Authority or Commission, as the case may be, shall serve a
copy of its decision under subsection (5) on the person who made the
representations.

232.—(1) The decommissioning and abandonment of petroleum wells,  Abandonmert,
installations, structures, utilities, plantsand pipelinesfor petroleum operations ~ decommisson-
on land and offshore shall be conducted in accordance with— 'dri‘gpagsa]

(a) good international petroleum industry practice ; and

(b) guidelinesissued by the Commission or Authority, as the case may
be, provided that the guidelines shall meet the standards prescribed by the
international maritime organisation on offshore petroleum install ationsand
structures.

(2) A decommissioning and abandonment shall not take place without
the written approval of the Commission or Authority, as the case may be.

(3) The Commission or Authority, as the case may be, shall by written
notice, require a lessee, licensee or permit holder to commence the
decommissioning and abandonment of awell, installation, structure, utility and
pipeline, where such decommissioning and abandonment is required under
good international petroleum industry practices or the guidelines.

(4) In production sharing contractsor any other contractual arrangement
under section 85 of this Act responsibilities and liabilities relating to
decommissioning and abandonment as specified in this section and section
233 of thisAct shall apply to the licensee or lessee as contractor.

(5) A licensee or lessee may by written notice inform the Commission
or Authority, asthe case may be, of itsintention to decommission or abandon.

(6) Upon anotice in subsection (5), the lessee or licensee, shall prior to
any decommissioning and abandonment, submit to the Commission or Authority,
as the case may be, a programme setting out—

(a) estimate of the cost of the proposed measures ;

(b) details of measures proposed to be taken in connection with the
shutdown of operations and decommissioning and abandonment of disused
installations, structures or other assets used in petroleum operations asthe
case may be ;

(c) clear descriptions of the methods to be employed to undertake the
work programme, which shall bein linewith good international petroleum
industry practices and environmental development ;
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(d) steps to be taken to ensure maintenance and safeguard, where any
installation, structure or pipeline remained disused and in position or areto
be partly removed with respect to deep and ultra-deep water environment
and wheretheinstallation, structureor pipelineispartly removed, thelicensee
or lessee shall remain liable for any residual liability arising from the
installation, structure or pipeline not removed ; and

(e) assessment of the environmental and social impact of the
decommissioning and abandonment measures.

(7) Installationsand structures on land shall be completely removed and
theenvironment restored to itsorigina condition, except for buried transportation
pipelinesand gathering lines.

(8) Except for the abandonment of wells, upon the submission of a
decommissioning and abandonment programme by the licensee or lessee to
the Commission or Authority, asthe case may be, consultations shall be made
with interested parties and other relevant public authorities and bodies.

(9) The programme referred to in subsection (6) shall not be approved
unless relevant environmental, technical and commercial regulations or
standards are complied with.

(10) Prior to the approval of an application or programme for
decommissioning and abandonment, the Commission or Authority, asthe case
may be, shall ensure that—

(a) considerations and recommendations aretaken in thelight of individua
circumstances ;

(b) the potential for reuse of atransportation pipeline together with other
existing facility in connection with further hydrocarbon developments is
considered before decommissioning ;

(c) al feasible decommissioning options have been considered and a
comparative assessment made ;

(d) any removal or partial removal of an installation, structure or
transportation pipeline is to be performed in a manner that guarantees
sustainable environmental development ; and

(e) any recommendation to leave an installation, structure or gathering
linein placeismadewith regard to itslikely deterioration and to the present,
possible and future effects on the environment and in the case of offshore
installations and structures, consistent with the applicabl e good international
petroleum industry practices.
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(11) The Commission or Authority, as the case may be, shall enforce
compliance by any holder of a current licence or lease or a holder of an
expired licence or lease who was responsible for the applicable
decommissioning and abandonment plan with respect to a licence or lease
that hasexpired, to carry out itsremaining or unfulfilled decommissioning and
abandonment obligationsunder thisAct.

(12) Inarchiving and maintaining the database of installations, structures
and assets set out in subsection (14) the Commission or Authority, asthe case
may be, shall prescribe the manner and method in which the data shall be
submitted by operators.

(13) The Commission or Authority, as the case may be, may recall a
licensee or lessee responsible for a decommissioning and abandonment
programme with respect to alicence or leasethat has expired or issurrendered
or alicensee or lessee that hastransferred or divested itsinterest or equity, to
carry out an obligation under this Act, provided however that, where a new
company has assumed all respective obligations, with the approva of the
Commission or Authority, upon thetransfer or divestiture, thelicensee or lessee
shall have no further responsibilities.

(14) The Commission or Authority, asthe case may be, shall ensure that
alist of theinstallations, structuresand pipelinesonland and offshorein Nigeria
used for petroleum operations and their current status is compiled and made
available or accessibleto the public annually.

233.—(1) Each lessee and licensee shall set up, maintain and manage
adecommissi oning and abandonment fund held by afinancial institutionthat is
not an affiliate of the lessee or licenseg, in the form of an escrow account
accessible by the Commission or the Authority, asthe case may be, under the
provisions of the escrow agreement and where funds have been accrued
prior to the effective date, such funds shall form part of the decommissioning
and abandonment fund established under thisAct.

(2) The decommissioning and abandonment fund shall exclusively be
used to pay for decommissioning and abandonment costs.

(3) Wherealesseeor alicenseefailsto comply with the decommissioning
and abandonment plan, the decommissioning and abandonment fund shall be
accessed by the Commission or Authority, as the case may be, to pay for the
performance by athird party of such lessee’s or licensee’s obligations under
section 232 of thisAct, after the licensee or lessee has been informed of the
non-compliance and given areasonabl e period to rectify the non-compliance.
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(4) The amounts to be contributed to the decommissioning and
abandonment fund shall be based on the following—

(a) with respect to upstream petroleum operations, on the
decommissioning and abandonment plan approved by the Commissionin
thefield devel opment plan required by section 79 (2) of thisAct and where—

(i) no decommissioning and abandonment plan exists, and
(ii) afield isin development or producing,

the lessee shall submit adecommissioning and abandonment plan based on
the criteria established in section 232 (6) of thisAct within one year of the
effective date, which when approved by the Commission, shall form the
basis of the computation of the amount to be contributed by thelessee ; and

(b) with respect to midstream petroleum operations, on the
decommissioning and abandonment plan submitted under section 111 (3) of
this Act and where no such plan exists, the licensee shall submit a
decommissioning and abandonment plan to the Authority based on the criteria
established in section 232 (6) of thisAct within one year of the effective date,
which once approved by the Authority shall form the basis of the computation
of the amount to be contributed by the licensee.

(5) Thedecommissioning and abandonment plan shall establishtheyearly
amount to be contributed to the respective decommi ssioning and abandonment
fund and the yearly amount shall be based on a reasonable estimate by the
licensee or | essee of the applicable decommissioning and abandonment costs,
projected forward on anominal basis and divided by the estimated life of the
facilitiesand the reasonabl e cost estimate shall be approved by the Commission
or Authority, as the case may be.

(6) The estimated life of the facilities referred to in subsection (5) shall
be based on the—

(a) estimated life of the field, in case of facilities used for upstream
petroleum operations ; and

(b) period of time for which the safe operations of the facilities were
designed, in case of facilities used for midstream petroleum operations.

(7) The estimated yearly contribution under subsection (5) shall be
reviewed every 10 yearsfollowing the first submission.

(8) A decommissioning and abandonment fund shall be funded by the
applicable licensee or lessee based on the yearly amount established in
subsection (5) and as provided in aregulation.
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(9) A licensee or lessee shall—

(@) inform the Commission or Authority, as the case may be, of the
establishment of its decommissioning and abandonment fund not more
than three months from the date of commencement of production for
upstream petroleum operations or the commissioning of thefacilitiesfor
midstream petroleum operations ; and

(b) furnish the Commission or Authority, as the case may be, on an
annual basis with statements of accounts with respect to its
decommissioning and abandonment fund with a copy to be provided to
the Service.

(10) Where the licensee or lessee is a party to a farm out agreement
with one or more third parties, a decommissioning and abandonment plan
fundedinwholeor in part by the applicablethird parties shall be provided for
in the applicable farm out agreement.

(11) From the effective date, contributions to the decommissioning
and abandonment fund shall be eligible for cost recovery and shall be tax
deductible, provided that decommissioning and abandonment costs disbursed
from the decommissioning and abandonment fund shall not be eligible for
cost recovery or deductible for tax purposes.

(12) Wherethereisexcessin the decommissioning and abandonment
fund after the decommissioning and abandonment has been carried out and
approved by the Commission or Authority, as the case may be, the excess
shall be considered income for production sharing or tax purposes and the
amount after the withholding of profit oil and any tax shall bereturned to the
licensee or lessee.

CHAPTER 3—HOST COMMUNITIES DEVELOPMENT
234.—(1) The objectives of this Chapter are to—

(a) foster sustainable prosperity within host communities;;

(b) provide direct social and economic benefits from petroleum
operationsto host communities;

(c) enhance peaceful and harmonious co-existence between licensees
or lessees and host communities ; and

(d) create aframework to support the devel opment of host communities.
(2) The Commission and Authority may make regulationswith respect

to this Chapter on areas within their competence and jurisdiction as specified
inthisAct.
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(3) The regulations under subsection (2) shall include a grievance
mechanism to resolve disputes between settlors and host communities.

(4) The regulations under subsection (2) shall include the ability of the
settlor to make the following adjustments to reduce expenditures where the
available funds for administration under section 244 (c) of this Act are
insufficient to fund the ongoing operations—

(a) reduce the number of members of the Board of Trustees and
frequency of meetings;

(b) not fund the reserve fund under section 244 (b) and not hire the
respective fund manager under section 246 ;

(c) reduce the number of members of the management committee under
section 247 and the frequency of meetings ; and

(d) reduce the frequency of meetings of the host communities advisory
committee under section 249.

235.—(1) Thesettlor shall incorporate host communities devel opment
trust (in this Act referred to as “the trust”) for the benefit of the host
communitiesfor which the settlor isresponsible.

(2) Where there is a collectivity of settlors operating under a joint
operating agreement with respect to upstream petroleum operations, the
operator appointed under the agreement shall be responsible for compliance
with this Chapter on behalf of the settlors.

(3) For settlors operating in shallow water and deep offshore, thelittoral
communities and any other community determined by the settlors shall be host
communities for the purposes of thisAct.

(4) Thesettlor shall for the purpose of setting up thetrust, in consultation
with the host communities, appoint and authorise a board of trustees (“the
Board of Trustees’), which shall apply to be registered by the Corporate
Affairs Commission as a corporate body under the Companies and Allied
Matters Act in the manner provided under this Chapter.

(5) The name of the corporate body to be registered by the Board of
Trustees shall contain the phrase “host communities development trust”.
(6) The Commission or Authority, as the case may be, shall—

(a) make regulations on the administration, guide and safeguard the
utilisation of thetrust fund ; and

(b) have the oversight responsibility for ensuring that the projects
proposed by the Board of Trustees are implemented.
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(7) Thesettlor shall undertake needs assessment that will metamorphose
into the community development plan for the purpose of determining the projects
to be undertaken by the host communities development trust.
236. The host communities development trust shall beincorporated—  Timeframe

(&) within 12 months from the effective date for existing oil mining leases;

(b) within 12 months from the effective date for existing designated
facilities;

(c) within 12 monthsfrom the effective date for new designated facilities
under construction on the effective date ;

(d) prior to the application for field development plan for existing oil
prospecting licences;

(e) prior to the application for any field development plan under a
petroleum prospecting licence or petroleum mining lease granted under this
Act ; and

(f) prior to commencement of commercial operations for licensees of
designated facilities granted under thisAct.

237.—(1) Subject to the provisions of thisAct, where the whole or part
of aninterestinalicence or lease governed by thisAct isassigned, novated or
otherwise transferred to another party, the legal and equitable interest, rights
and obligations of thetransferor in relation to any associated host communities
development plan and host communities devel opment trust, shall be deemed
to attach to the property to be transferred to the transferee, the legal and
equitableinterests, rights and obligations of the transferor shall be deemed to
become the interests, rights and obligations of the transferee.

(2) Where the whole or part of alicence or lease governed by thisAct
is surrendered under this Act, the holder or holder nominee will continue to
discharge its surviving obligations, notwithstanding that the area that is
surrendered may be granted to anew lessee or licensee and where the surviving
obligations have been complied with the holder shall have no further obligations
relating to the part that was surrendered or the whole of the licence or lease
where the entire licence or lease was surrendered.

(3) Where any licence or lease governed by this Act is revoked,
terminated or expired, the holder will continue to discharge its surviving
obligations, notwithstanding that the arearevoked, terminated or expired may
be granted to a new lessee or licensee and where the surviving obligations
have been complied with, the holder shall have no further obligations.
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238. Unless as otherwise provided for in thisAct, failure by any holder
of alicenceor lease governed by thisAct to comply with its obligations under
this Chapter, after having been informed of such failure in writing by the
Commission or Authority as the case may be, may be grounds for revocation
of the applicable licence or lease.

239.—(1) The constitution of the host communities development trust
shall alow the host communities devel opment trust to manage and supervise
the administration of the annual contribution of the settlor contemplated under
this Chapter and any other sources of funding.

(2) The objectives of the host communities development trust shall be
specified in the constitution as set out in subsection (3) (a) to (e).

(3) The objectives of the host communities development trust shall
include, to —

(a) finance and execute projects for the benefit and sustainable
development of the host communities;

(b) undertakeinfrastructural development of the host communitieswithin
the scope of funds available to the Board of Trustees for such purposes ;

(c) facilitate economic empowerment opportunities in the host
communities;

(d) advance and propagate educational development for the benefit of
members of the host communities;

(e) support healthcare development for the host communities ;

(f) support local initiatives within the host communities, which seek to
enhance protection of the environment ;

(g) support local initiatives within the host communities which seek to
enhance security ;

(h) invest part of available fund for and on behalf of the host
communities; and

(i) assist in any other developmental purpose deemed beneficial to the
host communities as may be determined by the Board of Trustees.

(4) Notwithstanding the provisions of thisAct relating to funding of the
trust fund, nothing shall preclude the host communitiesfrom their entitlements
under any other law.



Petroleum Industry Act, 2021 2021 No. 6

A 279

240.—(1) The constitution of each host communities development trust
shall establish afund comprising of one or more accounts (“ host communities
development trust fund”) to be funded under this section.

(2) Each settlor, where applicable through the operator, shall make an
annual contribution to the applicable host communities development trust fund
of an amount equal to 3% of its actual annual operating expenditure of the
preceding financial year in the upstream petroleum operations affecting the
host communitiesfor which the applicable host communities devel opment trust
fund was established.

(3) Each host communities development trust may receive donations,
gifts, grants or honoraria that are provided to such host communities
development trust for the attainment of its objectives.

(4) Profitsand interest accruing to thereserve fund of host communities
devel opment trust shall also be contributed to the applicable host communities
devel opment trust fund.

241. The constitution of each host communities devel opment trust shall
provide that the applicable host communities development trust fund be used
exclusively for the implementation of the applicable host communities
development plan.

242.—(1) The constitution of the host communities development trust
shall contain provisions requiring the Board of Trustees to be set up by the
settlor, who shdl | determineitsmembership and thecriteriafor their appointment,
provided that the membership of the Board of Trustees of the host communities
development trust shall be subject to the approval of the Commission or
Authority, as the case may be.

(2) Thesettlor shall, in consultation with the host communities determine
the membership of the Board of Trustees to include persons of high integrity
and professional standing, who shall come from the host communitiesand the
Members of the Board of Trustees shall elect a Chairman from amongst
themselves.

(3) The settlor shall determine—

(a) the selection process, procedure for meeting, financial regulations
and administrative procedures of the Board of Trustees;

(b) theremuneration, discipline, qualification, disqualification, suspension
and removal of members of the Board of Trustees ; and

(c) other matters other than the above relating to the operation and
activities of the Board of Trustees.
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(4) Each member of the Board of Trustees shall serve a term of four
years in the first instance and may be reappointed for another term of four
years and no more.

(5) Board of Trustees shall have a secretary, who shall be appointed by
the settlor to keep the books of the Board.

243. The Board of Trustees shall be responsible for the general
management of the host communities development trust and shall be
responsiblefor—

(a) determining the criteria, process and proportion of the host
communities devel opment trust fund to be all otted to specific devel opment
programs;

(b) approving the projects for which the host communities devel opment
trust fund shall be utilised ;

(c) providing general oversight of the projects for which the host
communities development trust fund shall be utilised ;

(d) approving the appointment of fund managers for purposes of
managing the reserve fund ;

(e) set up the management committee of the host communities
development trust and appoint its members ; and

(f) determining the allocation of fundsto host communities based on the
matrix provided by the settlor.

244, The Board of Trustees shall in each year and under section 240 of
this Act alocate from the host communities development trust fund, a sum
equivalent to—

(a) 75% to the capital fund out of which the Board of Trustees shall
make disbursements for projects in each of the host communities as may
be determined by the management committeein furtherance of the objectives
set out in section 234 of thisAct, provided that any sums not utilised in a
given financial year shall berolled over and utilised in subsequent year;

(b) 20%to thereservefund, which sumsshall beinvested for the utilisation
of the host communities devel opment trust whenever thereisacessationin
the contribution payable by the settlor ; and

(c) an amount not exceeding 5% to be utilised solely for administrative
cost of running the trust and special projects, which shall be entrusted by
the Board of Trusteeto the settlor, provided that at the end of each financial
year, the settlor shall render afull account of the utilisation of the fund to
the Board of Trustees and where any portion of thefundisnot utilisedina
given year, it shall be returned to the capital fund.
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245.—(1) The settlor shall provideto the Board of Trusteesamatrix for
distribution of the trust fund to the host communities.

(2) The Board of Trustees shall utilise the matrix provided under
subsection (1) for distribution of thefundsin the host communities development
trust fund to each of its host communities.

246.—(1) The Board of Trustees shall engage afund manager to invest
the reserve fund as the fund accrues.

(2) TheBoard of Trustees shall managetheinterest and profitsaccruable
from the investment of the reserve fund and allocate the gain in accordance
with section 244 of thisAct.

247.—(1) The constitution of the host communities development trust
shall contain provisionsrequiring the Board of Trusteesto set up amanagement
committee for the host communities development trust.

(2) The membership of the management committee shall comprise—

(a) one representative of each host community, who shall be nominated
by the host community as a non-executive member ; and

(b) executive members, selected by the Board of Trustees shall be
Nigeriansof highintegrity and professional standing, and may not necessarily
be members of the host communities.

(3) A person appointed under subsection (2) (a) and (b) shall serve a
term of four years in the first instance and may be reappointed for another
term of four years and no more.

(4) TheBoard of Trustees shall in accordance with the host communities
development trust determine—

(a) the selection process, procedure for meetings, financial regulations
and administrative procedures of the management committee ;

(b) theremuneration, discipline, qualification, disqualification, suspension
and removal of members of the management committee ; and

(c) any other matter relating to the operations and activities of the
management committee.

(5) The management committee shall have a secretary, who shall be
appointed by the Board of Trustees to keep the books of the committee.

248. The management committee shall be responsible for the general
administration of the host communities devel opment trust on an ad hoc basis
and be responsible for the—

(a) preparation of the budget of the host communities devel opment trust
and submit it to the Board of Trustees for approval ;
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(b) devel opment and management of the contracting processfor project
award on behalf of the host communities development trust subject to
approval of the Board of Trustees;

(c) determination of project award winners and contractors to execute
projects on behalf of the host communities development trust through a
transparent process subject to approval of the Board of Trustees ;

(d) supervision of projects execution ;

(e) nomination of fund managersfor appointment by the Board of Trustees
for approval, to manage the reserve fund ;

(f) reporting on the activities of the management committee, contractors
and other service providers to the Board of Trustees; and

(9) undertaking of any other function and duty that may be assigned to

it by the Board of Trustees to enhance the performance of the host
communities devel opment trust.

249.—(1) The constitution of the host communities development trust

shall contain provisions mandating the management committee to set up an
advisory committee (“host communities advisory committee”), which shall
contain at least one member of each host community.

(2) Themanagement committee shall in accordance with the constitution

of the host communities devel opment trust, determine—

(a) the selection process, procedure for meetings, financial regulations
and administrative procedures of the host communities advisory
committee;

(b) theremuneration, discipline, qualification, disqudification, suspension
and removal of members of the host communities advisory committee; and

(c) any other matter relating to the operations and activities of host
communities advisory committee.

(3) Decisions of the management committee with respect to

subsection (2) shall be subject to the approval of the Board of Trustees.

250. The host communities advisory committee shall perform the

following functions—

(a) nominate member to represent the host communities on the
management committee ;

(b) articulate community development projects to be transmitted to the
management committee ;

(c) monitor and report progress of projects being executed in the
community to the management committee ; and
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(d) advise the management committee on activities that may lead to
improvement of security of infrastructure and enhancement of peace-building
within the communities and the entire area of operation.

251.—(1) The settlor shall after the grant of any licence or |lease
issued under this Act, conduct a needs assessment (“host communities
needs assessment”) in accordance with this Act and regulations made
under thisAct.

(2) Each host communities needs assessment shall, from a social,
environmental, and economic perspective—
(a) determine the specific needs of each affected host communities ;
(b) ascertain the effect that the proposed petroleum operations might
have on the host communities ; and

(c) provide a strategy for addressing the needs and effects identified.

(3) Each host communities needs assessment shall show that the
settlor has—

(a) engaged with each affected host communities to understand the
issues and needs of such host communities;

(b) consulted with and considered the reasonable concerns of women,
youth and community leaders ; and

(c) engaged with each affected host communitiesin devel oping astrategy
to addressthe needs and effectsidentified in the applicable host communities
needs assessment.

(4) Thesettlor shall develop ahost communities devel opment plan and
shall submit to the Commission or Authority, asthe case may be, based on the
findings of the host communities needs assessment, in order to undertake its
oversight function preparatory to the establishment of the trust.

252. The host communities devel opment plan shall be based on the matrix
provided for in section 245 and such single plan shall—

() specify the community development initiatives required to respond
to the findings and strategy identified in the host communities needs
assessment ;

(b) determine and specify the projectsto implement the specified initiatives;
(c) provide adetailed timeline for projects;

(d) determine and prepare the budget of the host communities
development plan;
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(e) set out the reasons and objectives of each project as supported by
the host communities needs assessment ;

Act No 2, (f ) conform with the Nigerian content requirements provided in the
2010. Nigerian Oil and Gas Industry Content Development Act ; and

(g) providefor ongoing review and reporting to the Commission.
Financial 253. Thefinancial year of the host communities development trust shall
year of the  commence on 1st January and end on 31st December of each year or any
host other date set for this purpose by the Board of Trustees.
communities
development
trust.
Accounts 254. The constitution of the host communities development trust shall
and audit. contain provisions requiring the Board of Trusteesto—

(a) keep account of the financial activities of the host communities
development trust ; and

(b) appoint auditors to audit the accounts of the host communities
development trust annually.

Mid-year 255. The constitution of the host communities devel opment trust shall
andannual  contain provisionsrequiring the—
reports.

(a) management committee to submit a mid-year report of its activities
to the Board of Trustees not later than 31st August of the particular year ;

(b) management committee to submit an annual report accompanied by
its audited account to the Board of Trustees not later than 28th February of
the succeeding year ;

(c) Board of Trusteesto submit an annual report of the activities of the
host communities devel opment trust accompanied by itsaudited account to
the settlor not later than 31st March of the particular year ; and

(d) settlor to submit an annual report of the activities of the host
communities development trust accompanied by its audited account to the
Commission or Authority, as the case may be, not later than 31st May of
the particular year.

Exemption 256. Thefunds of the host communities devel opment trust created under
I;gm income  this Act shall be exempted from taxation.

Deduction 257.—(1) Any payment made by the settlor under section 240 (2) of
f;r payment  thisAct, shall be deductiblefor the purposesof hydrocarbon tax and companies
petroleum income tax as applicable.

host

communities

development.
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(2) Where in any year, an act of vandalism, sabotage or other civil
unrest occurs that causes damage to petroleum and designated facilities or
disrupts production activitieswithin the host communities, the community shall
forfeit its entitlement to the extent of the costs of repairs of the damage that
resulted from the activity with respect to the provisions of thisAct within that
financial year :

Provided the interruption is not caused by technical or natural cause.

(3) Thebasisfor computation of the trust fund in any year shall always
exclude the cost of repairs of damaged facilities attributable to any act of
vandalism, sabotage or other civil unrest.

CHAPTER 4 —PETROLEUM INDUSTRY FISCAL FRAMEWORK
PaART |—OBJECTIVES AND ADMINISTRATION
258.—(1) The objectives of this Chapter are to—

(a) establish aprogressivefiscal framework that encouragesinvestment
inthe Nigerian petroleum industry, balancing rewardswith risk and enhancing
revenues to the Federal Government of Nigeria;

(b) provide a forward-looking fiscal framework that is based on core
principlesof clarity, dynamism and fiscal rules of general application;;

(c) establish a fiscal framework that expands the revenue base of the
Federal Government, while ensuring afair return for investors ;

(d) simplify the administration of petroleumtax ; and

(e) promote equity and transparency in the petroleum industry fiscal
regime.

(2) All money collected from the petroleum industry that are due to the
Government shall betransferred to the Federation Account in atimely manner,
subject to thisAct and these payments shall include taxes, royalties, production
shares, profit shares, signature bonuses, production bonuses, renewal bonuses,
rents, fees, fines, and other levies due in relation to the grant, assignment,
termination, and breach of licences, leases and permits.

259. From the commencement of this Act, the administration and
collection of Government revenue in the petroleum industry shall be the
function of the Federal Inland Revenue Service (the Service) and the
Commission, and—

(a) the Service shall be responsible for the assessment and
collection of —

(i) hydrocarbon tax and enforcement of the provisions of thisAct as
it relates to hydrocarbon tax assessment and revenue collection, and

Objectives.

Adminigtration.
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(if) companies income tax and tertiary education tax in accordance
with thisAct asit relates to taxable petroleum operations ;

(b) the Commission shall be responsible for the determination and
collection of —

(i) royalties, signature bonus, rents, and related payments and its
enforcement under thisAct, and

(ii) related payments or production shares, where the model contract
includes provisions related to production sharing, profit sharing or risk
service provisions; and
(c) theAuthority shall be responsiblefor the determination and collection

of the gasflare penalty arising from midstream operations and its enforcement
under thisAct.

ParT |l—HYDROCARBON TAX

260.—(1) Thispart appliesto companiesengaged in upstream petroleum
operations in the onshore, shallow water and deep offshore, provided that—

(a) hydrocarbon tax shall apply to crude oil aswell asfield condensates
and liquid natural gasliquidsderived from associated gas and produced in the
field upstream of the measurement points ; and

(b) hydrocarbon tax under this Part shall not apply to—

(i) associated natural gas, including gaseous natural gas liquids
produced in the field and contained in the rich gas, and non-associated
natural gas,

(i) condensates and natural gasliquids produced from non-associated
gasin fields or gas processing plants, provided the related volumes are
determined at the measurement pointsor at the exit of the gasprocessing
plant, regardless of whether the condensates or natural gas liquids are
subsequently commingled with crude oil, and

(iii) any condensates and natural gasliquids produced from associated
gasat gas processing or other facilities downstream of the measurement
points.

(2) The costs of production of associated gas, upstream of the
measurement point shall beallocated to crudeoil for the purposesof calculating
hydrocarbon tax, provided that capital and operating costs for wells solely
producing associated gas-cap gas shall not be allocated to crude oil, but shall
be claimed under the Companies Income Tax Act.

(3) This Part shall not apply to afrontier acreage until it is reclassified
under section 68 (3) of thisAct and to deep offshore.
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(4) For the purpose of determining royalties, condensates shall betreated
as crude oil and natural gas liquids as natural gas.

(5) Upstream petroleum operations shall also be subject to Companies
Income Tax Act.

261. Thereshall belevied upon the profits of any company engaged in
upstream petroleum operations in relation to crude oil atax to be known as
hydrocarbon tax, which shall be charged and assessed upon its profitsrelated
to the operations and payable during each accounting period in accordance
with thisAct.

262.—(1) Subject to thisAct, in relation to any accounting period, the
crude oil revenue of a company for that period shall be the value of any
chargeable oil adjusted to the measurement points, based on the—

(a) proceeds of all chargeable oil sold by the company ; and
(b) value of al chargeable oil disposed by the company.

(2) For the purpose of subsection (1), the value of any chargeable oil
disposed of, shall be regarded as the aggregate of the value of that crude oil
determined for royalties for all fields in accordance with this Act or any
applicablelaw.

(3) Subject to section 266 (2) of this Act, the adjusted profits of an
accounting period shall bethe profitsof that period after the deductionsallowed
by section 263 (1) of thisAct.

(4) The assessable profit of an accounting period shall be the adjusted
profit of that period after any deduction allowed by section 265 of thisAct.

(5) Thechargeable profits of an accounting period shall bethe assessable
profits of that period after the deduction allowed by section 266 of thisAct.

263.—(1) In computing the adjusted profit of a company in upstream
petroleum operationsrelated to crude oil for any accounting period, there shall
be deducted expenseswhoally, reasonably, exclusively and necessarily incurred
during that period for thefollowing, including but without otherwise expanding
or limiting the generality of—

(a) rentsincurred by the company for the period pursuant to apetroleum

mining lease or petroleum prospecting licence ;

(b) al royaltiestheliability for which wasincurred and were paid by the

company during that period in respect of crude oil and associated gas and
where apetroleum mining leaseincludes paymentsto the Federation Account

Cap. C21,
LFN, 2004.
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related to production sharing, profit sharing, risk service contractsor other
contractual features under amodel contract and the company hasincurred
liability for such paymentsinkind or in cash;

(c) expenses directly incurred for repair of plant, machinery or fixtures
employed for the purpose of carrying on production activities or for the
renewal, repair or alteration of production implement, utensilsor articlesso
employed;

(d) an expenditure, tangible or intangible directly incurred in connection
with thedrilling of thefirst exploration well and thefirst two appraisal wells
in the same field, whether the wells are productive or not, provided that
subsequent exploration wells, apprai sal wellsand other wellsshall betreated
as qualifying drilling expenditure under the Fifth Schedule to thisAct and
where a deduction may be given under this section in respect of any such
expenditure, that expenditure shall not be treated as qualifying drilling
expenditure for the purpose of the Fifth Schedule to thisAct ;

(e) any amount contributed to a fund, scheme or arrangement
approved by the Commission for the purpose of decommissioning and
abandonment, provided that the surplus or residue of the fund shall be
subject to tax under this Act at the end of life of the field, where such
surplus is returned to the lessee ;

(f) al sumsthe liability of which was incurred by the company to the
Federal Government or any State or Local Government Council by way of
levies, stamp duties and fees;

(g) costs of gasreinjection wells, which are re-injecting natural gasthat
otherwise would beflared, subject to ratification by the Commission ; and

(h) any amount contributed to any fund, scheme or arrangement approved
by the Commission pursuant to the establishment of host communities
development trustsunder Chapter 3 of thisAct, Environmental Remediation
Fund, Niger Delta Devel opment Commission and other similar contributions.

(2) Where adeduction has been allowed to acompany under this section
inrespect of aliability of the company and theliability or part of theliability is
waived, released or recovered, the amount of the deduction corresponding to
theliability or part thereof shall, for the purpose of section 262 (1) of thisAct,
be treated as income of the company of its accounting period, in which such
waiver or release was made or given.

264. Subject to this Act, for the purpose of ascertaining the
adjusted profit of acompany in the accounting period from its upstream
petroleum operations applicable to crude oil, no deduction shall be
allowed in respect of —
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(a) disbursements or expenses not being money wholly, reasonably,
exclusively and necessarily incurred for the purpose of those operations ;

(b) expenditure for the purchase of information relating to the existence
and extent of petroleum deposits, other than for the acquisition of geophysical,
geological and geochemical dataand information ;

(c) expenditureincurred as apenalty, natural gasflarefeesor imposition
relating to natural gasflare;

(d) financial or bank charges, arbitration and litigation costs, bad debts
and interest on borrowing ;

(e) head office or affiliate costs, shared costs, research and devel opment
costs or any other like shared indirect production costs ;

(f) production bonuses, signature bonuses paid for the acquisition of, or
of rightsin or over, petroleum deposits, bonuses or fees paid for renewing
petroleum mining lease or petroleum prospecting licence or marginal field
or fees paid for assigning rights to another party ;

(g) tax inputted into a contract or an agreement on a net tax basis and
paid by a company on behalf of the vendor or contractor ;

(h) capital withdrawn or sum employed or intended to be employed as
capital ;

(i) capital employed inimprovements as distinct from repairs;

(j) sum recoverable under an insurance or contract of indemnity, except
an amount that is not recovered under the scheme ;

(K) rent of or cost of repairs to any premises or part of premises not
incurred for the purpose of those operations ;

(1) amounts incurred in respect of tertiary education tax, companies
income tax, any income tax, profits tax or other similar taxes, whether
charged within Nigeria or elsewhere ;

(m) the depreciation of any premises, buildings, structures, works of a
permanent nature, plant, machinery or fixtures;

(n) payment to provident, savings, widows and orphans or other society,
scheme or fund ;

(o) any contribution to apension, provident or other society, scheme or
fund for production staff which may be approved, with or without
retrospective effect, by the National Pension Commission subject to such
general conditionsor particular conditionsin the case of the society, scheme
or fund asthe Service may prescribe, provided that any sum received by or
thevalue of any benefit obtained by the company, from any approved pension,
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provident or other society, scheme or fund, in the accounting period of that
company shall, for the purpose of section 262 (1) of thisAct, be treated as
income of the company for that accounting period ;

(p) al customs duties ; and
(q) costs under paragraph 2 (2) (c) of the Sixth Schedule to thisAct.

265.—(1) The assessable profitsfor each company or petroleum mining
lease for any accounting period shall be the amount of the adjusted profit of
that period after the deduction of the amount of any loss incurred by that
company during any previous accounting period.

(2) The assessable profit shall be determined separately for each of the
two classes of chargeable tax identified in section 267 (a) and (b).

(3) A deduction under subsection (1) shall be made so far as possible
from the amount, if any, of the adjusted profit of the first accounting period
after that in which the loss was incurred, and, so far as it cannot be so made,
then from the amount of the adjusted profit of the next succeeding accounting
period and so on until such lossisfully deducted.

(4) Within five months after the end of any accounting period of a
company, or within such further time asthe Service may permit inwriting, the
company may elect in writing that a deduction or any part to be made under
this section shall be deferred to and be made in the succeeding accounting
period, and may so elect in any succeeding accounting period.

266.—(1) The chargeable profits of any company for any accounting
period shall be the amount of the assessable profits of that period after the
deduction of any amount to be allowed in accordance with the provisions of
this section, namely—

(a) the aggregate amount of capital alowances due to the company
under the provisions of the Fifth Schedule to this Act for the accounting
period;

(b) theaggregateamount of al production allowances dueto the company
under the provisions of the Sixth Schedule to this Act for the accounting
period ; and

(c) in the case of acquisition costs of petroleum rights, the value of the
rights and the value of the assets acquired shall be reported separately to the
Service, provided that the value of the rights shall be eligible for annual
alowance of 20% per annum and the val ue of the assets shall be depreciated
based on the applicable depreciation ratesfor the respective assets, and there
shall be aretention of 1% in the last year until the asset is disposed of .
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(2) Indetermining the chargeable profit, the total cost shall not exceed
the cost-price ratio as determined in the Sixth Schedule to thisAct.

(3) The chargeable profits and allowances shall be determined
separately for the two classes of assessable profits under section 267 (a)
and (b) of thisAct.

PART |11—ASCERTAINMENT OF CHARGEABLE TAX

267. The chargeable tax for any accounting period of a company
shall be a percentage of the chargeable profit for that period aggregated
and it shall be—

(&) 30% of the profit from crude oil for petroleum mining leases
selected under section 93 (6) (b) and (7) (b) of this Act with respect to
onshore and shallow water areas ; and

(b) 15% of profit from crude oil for onshore and shallow water and
for petroleum prospecting licences selected under section 93 (6) (a)
and (7) (a) of thisAct.

268.—(1) Where, for any accounting period of a company, the amount
of the chargeable tax for that period, calculated in accordance with the
provisionsof thisAct other than this section, isless than the amount mentioned
insubsection (2), the company isliableto pay an additional amount of chargeable
tax for that period equal to the difference between those two amounts.

(2) The amount referred to in subsection (1) is, for any accounting
period of a company, the amount which the chargeable tax for crude oil for
that period, calculated in accordance with thisAct, would cometo, in the case
of crude oil exported from Nigeria by the company, the reference in section
262 (1) (a) of thisAct to the proceeds of sale were areference to the amount
obtained by multiplying the number of barrels of that crude oil determined at
the measurement point by the fiscal oil price per barrel.

(3) For the purpose of subsection (2), the Commission shall establish the
fiscal oil price at each measurement point on an export parity basis under
paragraph 8 (1) and (2) of the Seventh Schedule and the total value of the
chargeable oil for acompany shall be the sum of the multiplications of volume
andfiscal oil priceat al measurement points as established by the Commission.

(4) The whole of any additional chargeable tax for crude oil and
associated gas payable by acompany by virtue of thissection for any accounting
period shall be payable concurrently with thefinal instalment of the chargeable
tax payable for that period.
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(5) Wherethereisnofiscal oil price established for acrude oil stream,
the Commission shall establish fiscal oil pricefor such stream and every fiscal
oil price per barrel established shall bear afair and reasonabl e rel ationship—

(a) to the established fiscal oil price of Nigerian crude oil streams of
comparable quality and specific gravity ; or

(b) where there are no such Nigerian crude oil streams of comparable
quality and specific gravity it shall bear afair and reasonablerelationshipto
the official selling pricesat main international trading centersfor crude oil
of comparable quality and gravity, due regard being had in either case to
freight differentials and other relevant factors.

(6) Where any crudeoil, which inrelation to aparticular company isits
chargeable ail, is exported from Nigeria by another company, that crude oil
shall for the purpose of this section be deemed to be exported from Nigeriaby
that particular company.

PART |v—ASCERTAINMENT OF CHARGEABLE PROFITS
AND CONSOLIDATION FOR TAXx PURPOSES

269.—(1) Wherethe Serviceisof the opinion that any dispositionisnot
given effect to or that any transaction which reduces or would reduce the
amount of any tax payableisartificial or fictitious, the Service may disregard
any such disposition or direct that such adjustments shall be made with respect
to the companies' liability to tax as the Service considers appropriate to
counteract the reduction of liability to tax effected or reduction which would
otherwise be effected, by the transaction and the companies concerned shall
be assessed accordingly.

(2) In subsection (1), the expression “disposition” includes any trust,
grant, covenant, agreement or arrangement.

(3) For the purpose of this section, the following transactions shall be
deemed to beartificia or fictitious, namely, transactions between persons one
of whom has control over the other or between persons both of whom are
controlled by some other person which, inthe opinion of the Service, were not
made on terms which might be expected to have been made by independent
persons engaged in the same or similar activities dealing with one another at
arm’s length.

(4) A company in respect of which any direction is made under this
section, shall have aright of appeal in like manner as though for the purpose
of Part 111 of this Chapter such direction was an assessment.

(5) Subject tothisAct, the provisions of thelncome Tax (Transfer Pricing)
Regulations 2018 shall apply.
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270. Where a company has not yet commenced the production and
sale or disposal of chargeable oil, all costs incurred wholly, reasonably,
exclusively and necessarily for the purpose of coming into upstream petroleum
operations, subject to sections 263 and 264 of this Act, shall upon
commencement of production and sale or disposal of chargeable oil be deemed
to have incurred a qualifying pre-production capital expenditure which shall
be amortisedinlinewith paragraphs 5 and 17 of the Fifth Scheduleto thisAct.

271.—(1) Without prejudice to section 275 of thisAct, where atrade or
business of upstream petroleum operations carried on in Nigeriaby acompany
issold or transferred to another company for the purposes of better organisation
of that trade or business or the transfer of its management and any asset
employed inthat trade or businessissold or transferred, then, if the Serviceis
satisfied that one of those companies has control over the other or that both
companiesare controlled by some other person or are members of arecognised
group of companies and have been so for a consecutive period of at least
three years prior to the date of reorganisation, the provisions set out in
subsection (2) shall have effect.

(2) Where subsection (1) applies, the Servicemay initsdiscretionif, on
or before the date on which the trade or businessis so sold or transferred, the
first sale of or bulk disposal of chargeable oil by or on behalf of the company
selling or transferring the trade or business has occurred, but the first sale of
or bulk disposal of chargeable oil by or behalf of the company acquiring that
trade or business has not occurred, direct that—

(a) the first accounting period of the company acquiring that trade or
business shall commence on the date on which the sale or transfer of the
trade or business takes place and end on 31st December of that same year,
and the definition of accounting period in section 318 of thisAct shall be
construed accordingly ;

(b) for the purpose of the Fifth Schedule to this Act, the asset sold or
transferred to the company acquiring that trade or business by the company
salling or transferring thetrade or business shall be deemed to have been sold
for an amount equal to the residue of the qualifying expenditure on the asset
on the day following the day on which the sale or transfer occurred ; and

(c) the company acquiring the asset so sold or transferred shall be
deemed to have received all allowances given to the company selling or
transferring the trade or business in respect of the asset under the Fifth
Schedule to thisAct and any allowances deemed to have been received by
that company under the provisions of the Fifth Schedule, provided that the
Serviceinitsdiscretion may—
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(i) require the company selling or transferring the trade or business
or the company acquiring that trade or business, to guarantee or give
security to the satisfaction of the Service for payment in full of tax
due or to become due from the company selling or transferring the
trade or business, and

(i) impose such conditions as it deemsfit on either of the companies
or on both of them.

(3) In the event of failure by the company or companies selling to fulfil
the guarantee or conditions, the Service may revoke the direction and may
make the additional assessments or repayment of tax as may be necessary to
give effect to the revocation.

(4) Where the acquiring company makes a subsequent disposal of the
assets thereby acquired within the succeeding three years after the date of
acquisition, any concession enjoyed under this subsection shall be rescinded
and the company shall betreated asif it did not qualify for the concession as
at the date of the initial reorganisation.

(5) Where a trade or business of petroleum operations carried on in
Nigeriaby acompany incorporated under any law inforcein Nigeriaissold or
transferred to another company and any asset employed in that trade or business
is so sold or transferred, and the Service is satisfied that the companies are
not connected and that none has control over the other or both are not controlled
by another company, the—

(a) transaction shall be dealt with under section 266 (1) (c) ; and

(b) accounting period of the new trade or business shall be as provided
for in subsection (2).

(6) For the purpose of subsection (2) (a), the accounting period of the
company acquiring that trade or business shall commence on the date on
which the sale or transfer of the trade or businessto the company takes place
or on such date within the calendar month in which the sale or transfer takes
place as may be elected by the company with the approval of the Service and
end on 31st December of that same year and the definition of * Accounting
Period” under thisAct shall be construed accordingly.

(7) A merger, take-over, transfer or restructuring of the trade or business
carried on by acompany shall not take place without the approval and having
obtained direction of the Service on any tax that may be due and payable.

(8) Referencetoa’‘trade or business' inthissection shall include references
to any part of the trade or business.
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272.—(1) A company engaged in upstream petroleum operations across
terrains shall be allowed to consolidate costs for the purpose of companies
incometax.

(2) A company engaged in upstream petroleum operations related to
crude oil across terrains shall be allowed to consolidate costs and taxes for
the purposes of hydrocarbon tax only across assets in which it holds licences
and leases in accordance with the two categories of chargeable tax stipulated
in section 267 of thisAct.

(3) In respect of acompany in existence prior to the commencement of
this Act, the amount of any loss incurred during any accounting period by a
company selling or transferring its trade or business whether to a connected
or unrelated party, being a loss which has not been allowed against any
assessable profit of any accounting period of that company shall not beallowed
against any assessabl e profit of the company acquiring that trade or business.

(4) A company that isacontractor in acontract under section 85 of this
Act shall be allowed to consolidate its |osses and revenues across petroleum
prospecting licences and petroleum mining leases granted after the
commencement of thisAct, for the purposes of subsections (1) and (2) with
respect to the two tax classes under section 267 of this Act.

PaART V—PEeRsoNs CHARGEABLE

273.—(1) Any person, other than acompany, who engagesin upstream
petroleum operations either on hisown account or jointly with any other person
or in partnership with any other person with a view to sharing the profits
arising from the operations, commits an offence.

(2) Where the person referred to in subsections (1) has benefitted from
any profits on upstream petroleum operations, the person shall be subject to
hydrocarbon tax and companies income tax under thisAct on the profits and
shall pay a penalty provided under section 297 of thisAct.

(3) Where two or more companies are engaged in upstream petroleum
operations either in partnership, in ajoint venture or in concert under any
scheme or arrangement, tax shall be charged and assessed on them in
accordance with subsection (4).

(4) The apportionment of any profits, outgoings, expenses, liabilities,
deductions, qualifying expenditure and the tax chargeabl e upon each company
shall bein line with the equity interest of the parties under ajointly executed
agreement that will be made available to the Service and where no jointly
executed agreement ismade available, the Commission shall advisethe Service
the approved equity interest of the partiesand it shall be binding onthe parties.
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(5) Subject to this Act, where two or more companies are engaged in
upstream petroleum operations either in partnership, in ajoint venture or in
concert under any scheme or arrangement, the Service may make regulation,
in compliance with section 61 of the Federal Inland Revenue Service
(Establishment) Act, for the ascertainment of tax to be charged or assessed
upon each company so engaged.

(6) Regulations made under subsection (5) may make provisions—

(a) with respect to apportionment of any profits, outgoings, expenses,
liabilities, deductions, qualifying expenditure and tax chargeabl e upon each
company ;

(b) for the computation of any tax asif the partnership, joint venture,
scheme or arrangement were carried on by one company and apportion
that tax between the companies concerned ;

(c) to accept other basis of ascertaining the tax chargeabl e upon each of
the companies ; and

(d) which have regard to any circumstances whereby the operations are
partly carried on for any company by an operating company whose expenses
are reimbursed by those companies.

(7) Regulations made under this section may be of general application
for the purpose of this section and this Part or for a class of arrangement or
for aparticular application to a specific partnership, joint venture, scheme or
arrangement.

(8) Theeffect of any regulation made under this section shall not impose
agreater burden of tax upon any company so engaged in any partnership, joint
venture, scheme or arrangement than would have been imposed upon that
company under this Part, if al things enjoyed, done or suffered by such
partnership, joint venture, scheme or arrangement had been enjoyed, done or
suffered by that company in the proportion in which it enjoys, does or suffers
those things under or by virtue of that partnership, joint venture, scheme or
arrangement.

274.—(1) Where a company is being wound up or where in respect of
acompany areceiver has been appointed by any court, by the holders of any
debenturesissued by the company or otherwise, the company may be assessed
and charged to tax in the name of the liquidator of the company, the receiver
or any agent in Nigeria of the liquidator or receiver and may be so assessed
and charged to tax for any accounting period whether before, during or after
the date of the appointment of the liquidator or receiver with respect to
companies income tax and hydrocarbon tax.
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(2) Any liquidator, receiver or agent under subsection (1) shall be
answerable for doing the acts required to be done by virtue of thisAct for the
assessment and charge to tax of the company and for payment of such tax.

(3) Aliquidator or receiver under subsection (1) shall not distribute any
asset of the Company to the shareholders or debenture holders unless he has
made provision for the payment infull of any tax which may be found payable
by the company or by theliquidator, receiver or agent on behalf of the company.

275. Where acompany whichisor wasengaged in petroleum operations
transfersasubstantial part of its assetsto any person without having paid any
companies income tax or hydrocarbon tax, assessed or chargeable upon the
company, for any accounting period ending prior to such transfer and in the
opinion of the Service one reason for such transfer by the company was to
avoid payment of such tax then that tax as charged upon the company may be
sued for and recovered from that person in amanner similar to a suit for any
other tax under section 294 of thisAct.

276. Every person answerable under this Act for the payment of
companiesincometax or hydrocarbon tax on behalf of acompany may retain
out of any money in or coming to his hands or within his control on behalf of
such company so much as shall be sufficient to pay the tax and shall be
indemnified against any person for payments made by himin accordancewith
thisAct.

PAaRT VI—APPLICABILITY, ACCOUNTS AND PARTICULARS
277.—(1) Every company engaged in upstream petroleum operations
related to crude oil shall for each accounting period of the company make up
accounts of its profits or losses and prepare the following particulars for the
purpose of determining hydrocarbon tax—
(a) a statement of accounts of its profits or losses ;

(b) computations of itsactual adjusted profit or lossand actual assessable
profits of that period ;

(c) in connection with the Fifth Schedule to this Act, a schedule
showing—
(i) the residues at the end of that period in respect of its assets,
(i1) al qualifying petroleum expenditureincurred by it in that period,
(iii) the values of any of its assets disposed of in that period, and
(iv) the allowances due to it under that schedule for that period ;
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Sixth (d) in connection with the Sixth Scheduleto thisAct, aschedule showing
Schedule. total production allowance from each and every field of its upstream

petroleum operationsrelated to crude oil ;

(e) acomputation of its actual chargeable profits for that period for the
two classes of chargeable profits identified in section 267 (a) and (b) of
thisAct ;

(f) a statement of amounts repaid, refunded, waived or released to it,
referred to in section 263 (2) of thisAct, during that period ;

(g) a computation of its chargeable tax for that period and where
associated gasisbeing sold or otherwise delivered through the measurement
point the methodology used to determine the chargeable tax ;

(h) duly completed self-assessment form attested to by the principal
officer of the company ; and

(i) evidence of payment of the final instalment.

(2) Every company engaged in upstream petroleum operations related
to crude oil shall, with respect to any accounting period of the company and
within five months after the expiration of that period or within five months
after the effective date of thisAct, whichever islater, deliver to the Servicea
copy of its accounts, bearing an auditor’s certificate, of that period, in
accordance with subsection (1) and copies of the particulars referred to in
subsection (1) relating to that period with the copy of the delivered company
accounts and each copy of those particulars, shall, where the copies are—

(a) not estimates, contain a declaration signed by authorised officer of
the company or by its liquidator, receiver or the agent of the liquidator or
receiver, that the same is true and complete ; and

(b) estimates, contain a declaration, similarly signed, that the estimate
was made to the best of the ability of the person signing same.

(3) Notwithstanding the provisions of this section, every company which
isyet to commence bulk sales or disposal of chargeableoil, shall file with the
Service its audited accounts and returns—

(a) within 18 months from the date of itsincorporation, in the case of a
newly incorporated company ; and

(b) withinfive months after any period ending on 31st December, in
the case of any other company, provided that where thereis an interval
between 31st December of the preceding year and the date on which
the company commences the bulk sale or disposal of chargeable ail,
natural gas or condensate, the interval shall be deemed to form part of
the preceding period.
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(4) A company which failsto comply with subsection (2) or (3) isliable
to pay as penalty for late filing—

(a) N10,000,000 on the first day the failure occurs and 2,000,000 for
each and every subsequent day in which the failure continues ; or

(b) other sum as may be prescribed by the Minister of Finance by order
published in the Federal Government Gazette.

278. The Service may give noticeinwriting to any company engagedin
upstream petroleum operations related to crude oil as the Service may deem
necessary requiring the company to furnish further information, within
reasonabl e time as may be specified, in relation to any matter referred to in
section 277 of this Act or any other matter which the Service may consider
necessary for the purpose of this Act.

279.—(1) For the purpose of obtaining information in respect of any
company’s upstream petroleum operations related to crude oil, the Service
may give noticeto acompany requiring it within aperiod not lessthan 21 days
from the date of service of the notice, to complete and deliver to the Service
any information called for in such noticeand in addition or alternatively requiring
an authorised representative of such company or itsliquidator, receiver or the
agent of suchliquidator or receiver, to attend before the Service or itsauthorised
representative on the date or dates as may be specified in the notice and to
producefor examination any books, documents, accountsand particularswhich
the Service may deem necessary.

(2) Where acompany assessableto hydrocarbon tax under the provisions
of thisAct fails or refuses to keep books or accounts which, in the opinion of
the Service are adequate for the purpose of ascertaining the tax, the Service
may by notice in writing require it to keep such records, books and accounts
as the Service considers to be adequate in a form and in a language as the
Service may direct and the company shall keep the records, books and accounts
as directed.

(3) An appeal shall liefrom any direction of the Service made under this
section to the Tax Appeal Tribunal.

280.—(1) Not later than two months after the commencement of each
accounting period of any company engaged in upstream petroleum operations
related to crude oil, the company shall submit to the Service an estimated
return of its profits or losses for that accounting period for the purpose of
hydrocarbon tax, which shall include—

(a) computations of its estimated adjusted profit or loss and of its
estimated assessable profits of that period ;
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Fifth (b) in connection with the Fifth Schedule to this Act, a schedule
Schedule. showing—
(i) the estimated residues at the end of that period in respect of its
assets,
(i) al estimated qualifying petroleum expenditure incurred by it in
that period,
(iii) the values of any of its assets, estimated by references to the
provisions of that schedule, to be disposed of in that period, and
(iv) the allowances due to it under that schedule for that period ;
Sixth (c) in connection with the Sixth Schedule to thisAct, aschedul e showing
Schedule.

estimated total production allowance from all its upstream petroleum
operationsrelated to crude oil on field by field basis;

(d) acomputation of its estimated chargeable profits of that period ; and
(e) acomputation of its estimated tax for that period.

(2) Where, at any time during the accounting period, thereisachangein
price, cost or volume, the company shall submit further returns on a monthly
basis containing its revised estimated tax for such period.

(3) Where the further returns provided for under subsection (2) is not
made, the Service shall imposeinterest at the prevailing LIBOR or any other
successor rate plus 10% points for the differential of the revised tax over the
estimated tax paid by the company.

(4) Every return made by a company engaged in upstream petroleum
operations related to crude oil in fulfilment of the provisions of this section
shall be subject to review and validation by the Service.

(5) Where acompany does not provide the estimates under subsections
(1) and (2), the Service shall havetheright to determine such estimates on the
best of judgment basis and impose same on the company.

(6) A company whichfailsto comply with subsection (1) isliableto pay
aspenalty for late filing—
(a) N10,000,000 on thefirst day the failure occurs and N2,000,000 for
each and every subsequent day in which the failure continues ; or

(b) other sum as may be prescribed by the Minister of Finance by order
published in the Federal Government Gazette.
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281. Whereit isshown by any company to the satisfaction of the Service
that for some good reason, the company isnot ableto comply with section 277
of thisAct within thetimelimited by that section or any notice giventoit under
section 278 or 279 of thisAct, within the timelimited by any such notice, the
Service may grant in writing such extension of that time as the Service may
consider necessary.

282.—(1) The Service shall proceed to assess a company with the
hydrocarbon tax for any accounting period of the company immediately after
the expiration of the time allowed to such company for the delivery of self-
assessment provided for in section 277 of thisAct.

(2) Where acompany has delivered a self-assessment for any accounting
period of the company, the Service may—

(a) accept the self-assessment ; or
(b) refuse to accept the self-assessment and proceed as provided in

subsection (3) upon any failure as mentioned and the like consequences
shall ensue.

(3) Where, for any accounting period, acompany files aself-assessment
which was rejected by the Service or has failed to file self-assessment as
provided in section 277 of this Act within the time limited by that section or
hasfailed to comply with any notice givento it under section 278 or 279 of this
Act within the time specified in such notice or within any extended time
provided in section 281 of thisAct, and the Serviceis of the opinion that the
company isliableto pay hydrocarbontax, the Service may estimate the amount
of the tax to be paid by the company for that accounting period and make an
assessment accordingly, provided that—

(a) the assessment shall not affect any liability otherwise incurred by
such company by reason of itsfailure or neglect to deliver the accounts and
particulars or to comply with the notices ; and

(b) nothing in this subsection shall affect theright of the Serviceto make
any additional assessment under the provisions of section 283 of thisAct.

283.—(1) Where the Service discovers or is of the opinion at any time
that, with respect to any company liableto hydrocarbon tax, tax has not been
charged and assessed upon the company or has been charged and assessed
upon the company at an amount less than that which ought to have been
assessed and charged for any accounting period of the company, the Service
may within six years after the expiration of that accounting period—

(a) assess the company, as often as may be necessary, with tax for that
accounting period at such amount or additional amount asin the opinion of
the Service ought to have been charged and assessed; and
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(b) may make any consequential revision of the tax charged or to be
charged for any subsequent accounting period of the company.

(2) Wherearevision under subsection (1) resultsin agreater amount of
tax to be charged than has been charged or would otherwise be charged, an
additional assessment or an assessment for any such subsequent accounting
period shall be made and the provisions of thisAct asto notice of assessment,
objection, appeal and other proceedings under thisAct shall apply to any such
assessment or additional assessment and to the tax charged.

(3) For the purpose of computing under subsection (1) the amount or
the additional amount of tax for any accounting period of a company which
ought to have been charged, all relevant facts consistent with section 289 (4)
of thisAct shall be taken into account even though it is not known when any
previous assessment or additional assessment on the company for that
accounting period was made or could have been made.

(4) Notwithstanding the provisions of this section, where any form of
fraud, willful default or neglect has been committed by or on behalf of any
company in connection with hydrocarbon tax imposed under this Act, the
Service may, at any time and as often as may be necessary, assessthe company
on such amount as may be necessary for the purpose of recovering any loss
of tax attributable to fraud, willful default or neglect.

284.—(1) Assessments of hydrocarbon tax shall be madein such form
and in such manner as the Service shall authorise and shall contain the—

(a) names and addresses of the companies assessed to tax or of the
personsinwhose names any companies have been assessed to tax, provided
that the names of the represented companies are indicated; and

(b) particular accounting period and the amount of the chargeabl e profits
and chargeabl e tax for that period, in the case of each company for each of
itsaccounting periods.

(2) When any assessment isto be amended or revised, aform of amended
or revised assessment shall be made in amanner similar to that in which the
original of that assessment was made under subsection (1) showing the
amended or revised amount of the chargeable profits and chargeable tax.

(3) A copy of each assessment and of each amended or revised
assessment shall befiled inalist which shall constitute the assessment list for
the purpose of thisAct.
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285.—(1) The Service shall causeto be served personally on or sent by  Notices of
courier to a company which is liable to hydrocarbon tax under this Act, by  assessment.

way of an additional assessment or an assessment by the Service, a notice of
assessment stating the—

(a) accounting period and the amount of its chargeable profits and
chargeabl e tax assessed and charged upon the company ;

(b) place at which payment of the tax should be made ; and
(c) rights of the company under subsection (2).

(2) Where any person in whose hame an assessment was made in
accordance with this Act, disputes the assessment, the person may apply to
the Service by notice of objectioninwriting, to review and revise the assessment
made on him and the application shall be made within 30 daysfrom the date of
service of the notice of the assessment, stating the amount of chargeable—

(a) profits of the company of the accounting period in respect of which
the assessment is made ; and

(b) tax and the tax which such person claims should be stated on the
notice of assessment.

(3) The Service, upon being satisfied that due to absence from Nigeria,
sickness or other reasonable cause, the person in whose name the assessment
was made was prevented from making the application within such period of
30 days, shall extend the period as may be reasonable in the circumstances.

(4) After receipt of a notice of objection referred to in subsection (2),
the Service may within such time and place as it shall specify, require—

(a) the person giving the notice of objection to furnish such particulars
as the Service may deem necessary ; and
(b) any other person, by notice, to give evidence orally or in writing in
respect of any matter necessary for the ascertainment of the hydrocarbon
tax payable and the Service may further require that where such evidence
isgiven—
(i) orally, it shall be given on oath, and
(if) inwriting, it shall be given by affidavit.

(5) In the event of any person assessed who has objected to an
assessment made upon him agreeing with the Service asto the amount of tax
liableto be assessed, the assessment shall be amended accordingly and notice
of the tax payable shall be served upon the person.

(6) Where an applicant for revision under subsection (2) fails to agree
with the Service on the amount of the hydrocarbon tax, the Service shall give
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such applicant notice of refusal to amend the assessment as desired by the
applicant or may revise the assessment to such amount as the Service may
determine and give the applicant notice of the revised assessment and tax
payable, together with notice of refusal to any subsequent request to amend
the revision and, where necessary, any referencein thisAct to an assessment
or additional assessment shall be treated as a reference to an assessment or
additional assessment as revised under the provisions of this subsection.

286.—(1) An assessment, warrant or other proceeding purporting to be
made in accordance with this Act shall not be quashed or deemed to be void
or voidable for want of form or be affected by reason of a mistake, defect or
omission, if the—

(a) substance and effect of the assessment is in conformity with the
provisions of thisAct ; and

(b) company assessed or intended to be assessed or affected isdesignated
according to common intent and understanding.

(2) An assessment shall not be invalidated or affected by reason of—

(a) amistake as to the—

(i) nameof acompany liable or of aperson in whose name acompany
is assessed, or

(ii) amount of the tax; or

(b) any variance between the assessment and the notice, if in cases of
assessment, the notice be duly served on the company intended to be
assessed or on the person in whose name the assessment was to be made
on a company, and such notice contains, in substance and effect, the
particulars on which the assessment is made.

287. Notwithstanding anything to the contrary in any law—
(a) al hydrocarbon tax computation made under thisAct shall bein US
Dollars; and

(b) any assessment made under section 284 of this Act shall bein US
Dallars.

Part VII—APPEALS

288. Any Company or tax payer, who does not agree with an assessment
made under section 285 (6) of thisAct, may appeal against the assessment to
the Tax Appeal Tribunal established under the provisions of section 59 of the
Federal Inland Revenue Service (Establishment) Act.
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289. (1) Where—

(a) no valid objection or appeal has been lodged within the time limited
by section 285 of thisAct or the rules of the relevant tribunal or court, as
the case may be, against an assessment as regards the amount of the
hydrocarbon tax assessed,

(b) the amount of the tax has been agreed to under section 285 (5) of
thisAct, or

(c) the amount of the tax has been determined on objection or revision
under section 285 (6) of thisAct or on appeal,

the assessment as made, agreed to, revised or determined on appeal, as the
case may be, shall be final and conclusive for all purposes of this Act as
regards the amount of such tax.

(2) Wherethefull amount of thetax in respect of thefinal and conclusive
assessment under subsection (1) is not paid within the appropriate period or
periods prescribed in this Act, the provisions relating to the recovery of tax
and to any penalty under section 292 of thisAct, shall apply to the collection
and recovery, subject only to the set-off of the amount of any tax repayable
under any claim, made under any provision of thisAct, which hasbeen agreed
to by the Service or determined on an appeal against a refusal to admit any
such claim.

(3) Where an assessment has become final and conclusive, any tax
overpaid shall be repaid or treated as credit in favour of the assessed party.

(4) Nothingin section 285 of thisAct or in this Chapter shall prevent the
Service from making any assessment or additional assessment to hydrocarbon
tax for any accounting period which does not involve re-opening any issue on
the same facts which have been determined for that accounting period, under
section 285 (5) and (6) of thisAct by agreement or otherwise or on appeal.

ParT VII1—CoLLEcTION, RECOVERY AND REPAYMENT OF TAX

290. Collection of hydrocarbon tax shall, in cases where notice of an
objection or an appeal has been given, remain in abeyance and any pending
proceedings for any payment in instalment shall be stayed until the objection
or appea isdetermined but the Service may in any such case, enforce payment
of that portion of thetax whichisnot in dispute by an application to the tribunal
or court, as the case may be.

291.—(1) Subject to section 280 of this Act, hydrocarbon tax for any
accounting period shall be payablein equal monthly instalmentstogether with
afinal instalment as provided in subsection (4).
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(2) The first monthly payment shall be due and payable not later
than the third month of the accounting period and shall be in an amount
equal to one-twelfth or where the accounting period islessthan ayear, in
an amount equal to equal monthly proportion, of the amount of tax estimated
to be chargeable for such accounting period in accordance with section
280 (1) of thisAct.

(3) Each of the remainder of monthly payments to be made subsequent
to the payment under subsection (2) shall be due and payable not later than
the last day of the month in issue and shall be in an amount egual to the
amount of tax estimated to be chargeable for such period by reference to the
|atest returns submitted by the company in accordance with section 280 (2) of
this Act less so much as has already been paid for such accounting period
divided by the number of such of the monthly payments remaining to be made
in respect of such accounting period.

(4) A final instalment of tax shall be due and payable on or before the
due date of filing of the self-assessment of tax for such accounting period and
shall be the amount of the tax assessed for that accounting period less so
much as has already been paid under subsections (2) and (3).

(5) Any instalments on account of tax estimated to be chargeable shall
be treated as hydrocarbon tax charged and assessed for the purposes of
sections 292 and 294 of thisAct.

292.—(1) Where any hydrocarbon tax or any instalment of tax due and
payableisnot paid within the appropriate time limit prescribed in section 291
of thisAct—

(a) asum equal to 10% of the amount of the tax payable shall be added
and the provisions of the Act relating to the collection and recovery of tax
shall apply to the collection and recovery of such sum;

(b) the tax due shall incur interest at the prevailing LIBOR or any
successor rate, plus 10% from the date when the tax becomes payable
until itispaid and the provisionsof thisAct relating to collection and recovery
of tax shall apply to the collection and recovery of theinterest ;

(c) the Service shall serve ademand notice upon the company or person
in whose name atax is chargeable and if payment is not made within one
month from the date of the service of the demand notice, the Service may
proceed to enforce payment under thisAct ; and

(d) an addition imposed under this subsection shall not be deemed to be
part of the tax paid for the purpose of claiming relief under any of the
provisionsof thisAct.
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(2) Any person who without lawful justification or excuse fails to pay
hydrocarbon tax within the period of one month prescribed in subsection (1)
(c), commits an offence under this Act and the provisions of subsection (1)

(a) to (c) shall apply.

(3) The Service may, for any good cause shown, remit the whole or
any part of the additional 10% penalty and interest on the tax due under
subsection (1).

293.—(1) Where payment of hydrocarbon tax in whole or in part has
been held in abeyance pending the result of anotice of objection or of appeal,
the tax outstanding under the assessment as determined on such objection or
appeal, as the case may be, shall be payable within one month from the date
of service on the company assessed or on the person in whose name the
company is assessed, of the notification of the tax payable by the Service or
Tribunal.

(2) Wheresuch balanceisnot paid within one month, section 292 of this
Act shall apply.

294.—(1) Hydrocarbon tax may be sued for and recovered in a court of
competent jurisdiction at the place at which payment shall be made by the
Service.

(2) Inany suit under subsection (1) the production of acertificate signed
by any person duly authorised by the Service giving the name and address of
the defendant and the amount of tax due by the defendant shall be sufficient
evidence of the amount due.

295.—(1) Where a person who has paid hydrocarbon tax for an
accounting period alleges that any assessment made upon him or in his name
for that period, was excessive by reason of some error or mistake in the
accounts, particularsor other written information supplied by himto the Service
for the purpose of the assessment, that person may, not later than six years
after the end of the accounting period in respect of which the assessment was
made, make an application in writing to the Service—

(a) for arelief ; or

(b) to set-off the credit against theliability of asimilar tax payableto the
Service.

(2) On receiving an application under subsection (1), the Service shall
inquire into it and subject to the provisions of this section shall by way of
repayment of tax give such relief or approve the set-off in respect of the error
or mistake as appears to the Service to be reasonable and just.
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(3) Arelief shall not be given under this section in respect of an error or
mistake as to the basis on which the liability of the applicant ought to have
been computed where the accounts, particulars or information was in fact
made or given on the basis or in accordance with the practice of the Service
generaly prevailing at the time when the accounts, particulars or information
was made or given.

(4) In determining any application under this section, the Service shall
have regard to al the relevant circumstances of the case and in particular
shall consider whether the granting of relief would result in the exclusion from
chargeto tax of any part of the chargeable profits of the applicant and for this
purpose, the Service may takeinto consideration the liability of the applicant
and assessments made upon him in respect of other years.

296.—(1) Except as otherwise expressy provided in thisAct, aclaim
for the repayment of any hydrocarbon tax overpaid shall not be allowed unless
it is made in writing within six years next after the end of the accounting
period to which it relates.

(2) The Serviceshall causeto berefunded or set-off at the option of the
applicant upon presentation of relevant documents evidencing the tax to be
refunded.

(3) Any tax claimed based on this section, which is proven not to be due,
shall attract a penalty at the prevailing LIBOR or any other successor rate
plus 10% from the date the payment or set-off was made up to the date the
refund is made by the applicant.

PaART I X—OFFENCES AND PENALTIES

297.—(1) A personwho failsto comply with the provisions of this Chapter
or any regulation made under thisAct for which no other penalty isspecifically
provided, shall be liable to an administrative penalty of N10,000,000, and
wherethe default continues beyond a period stipulated by thisAct or regulation,
the person shall beliableto afurther administrative penalty of N2,000,000 or
such other sum as may by order be prescribed by the Minister of Finance, for
each day the default continues.

(2) Notwithstanding the provisions of subsection (1), a person who is
found guilty of an offence under this Chapter or in aregulation made under
thisAct for which no other penalty isspecifically provided, shall, on conviction,
be liable to afine of 420,000,000 or other sum as may be prescribed by the
Minister of Finance by an order and where the offence continues beyond a
period stipulated by this Act or regulation, the person shall be liable to an
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additional fine of N2,000,000 or such other sum asmay, by order, be prescribed
by the Minister of Financefor each day the default continues, or imprisonment
for aterm of six months.

(3) A person who—

(a) fails to comply with the requirements of a notice served on him
under this Chapter ;

(b) failsto comply with section 277 of thisAct,

(c) without sufficient cause fails to attend in answer to a notice or
summons served on him under this Chapter or having attended fails to
answer any question lawfully put to him, or

(d) failsto submit any return required to be submitted under section 277
or 281 of thisAct,

commits an offence.

(4) Any violationin respect of which apenalty isprovided for in subsection
(2) shall be deemed to occur in Nigeria.

298.—(1) A person who without reasonable excuse—

(a) makes up or causes to be made up any incorrect accounts by omitting
or understating any profitsor overstating any losses of which heisrequired
under thisAct to make up accounts,

(b) prepares or causesto be prepared any incorrect schedule or statement
required to be prepared under section 277 of thisAct by overstating any
expenditure or overstating any royalties or other sums or by omitting or
understating any amounts repaid, refunded, waived or released, or

(c) gives or causes to be given any false or misleading information in
relation to any matter or thing affecting hisliability to hydrocarbon tax,

isliableto an administrative penalty of the sum of N15,000,000 or 1% of the
amount of tax which has been undercharged in consequence of such incorrect
account, schedule, statement or information or would have been so
undercharged if the account, schedule, statement or information had been
accepted as correct, and is also liable for the appropriate tax which would
have been charged.

(2) Notwithstanding the provisions of subsection (1) (c), a person who
givesor causesto begiven any false or misleading information in relation to any
matter or thing affecting hisliability to hydrocarbon tax, commitsan offenceand
on convictionisliableto afine of 15,000,000 or 1% of the amount of tax which
has been undercharged in consequence of such incorrect account, schedule,
statement or information, or would have been so undercharged if the account,
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schedule, statement or information had been accepted as correct and isaso
liable for the appropriate tax which would have been charged.

(3) The Service may compound any offence under thisAct by accepting
a sum of money not exceeding the maximum fine specified for the offence
and shall issue an official receipt for any money so received.

299.—(1) A person who—

(a) for the purpose of obtaining any deduction, refund, rebate, reduction
or repayment in respect of hydrocarbon tax for himself or for any other
person or who in any return, account, particulars or statement made or
furnished with reference to tax, knowingly makes any false statement or
false representation or forges or fraudulently alters or uses or fraudulently
lends or alows to be used by any other person any receipt or token as
evidence for payment of the tax under thisAct ; or

(b) aids, abets, assists, counsels, incites or induces any other person—
(i) to make or deliver any false return or statement under thisAct,

(i1) to keep or prepare any false accounts or particulars affecting
tax, or

(iii) unlawfully refuses or neglectsto pay tax,

commitsan offence and isliable on conviction to afine of 415,000,000 or 1%
of the amount of tax for which the person assessable is liable under this Act
for the accounting period in respect of or during which the offence was
committed, or to imprisonment for six months or to both the fine and
imprisonment and is also liable for the appropriate hydrocarbon tax which
would have been assessed and charged.

(2) Notwithstanding the provisions of subsection (1), any person who does
any of the acts or makesthe omissions contained in subsection (1), may beliable
to an administrative penalty of 415,000,000 or 1% of the amount of hydrocarbon
tax for which the person assessable is liable under this Act for the accounting
period in respect of or during which the act or omission occurred and shall still be
liable for appropriate tax which would have been assessed and charged.

300. A person who,—

(a) being a member of the Service charged with the administration of
thisAct or any assistant employed in connection with the assessment and
collection of the hydrocarbon tax who—

(i) demands from any person an amount in excess of the authorised
assessment of the tax payable,

(i) withholdsfor his own use or otherwise any portion of the amount
of tax collected,
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(iii) rendersafa sereturn, whether verbal or inwriting of the amounts
of tax collected or received by him, or

(iv) defrauds any person, embezzles any money or otherwise useshis
position to deal wrongfully with the Service or any other individual; or

(b) not being authorised under thisAct, collectsor attemptsto collect the
tax under thisAct,

commitsan offenceand isliable on conviction to afine equival ent to 200% of
the sum in question or to imprisonment for aterm not exceeding threeyearsor
to both such fine and imprisonment.

301. Theinstitution of proceedingsfor or the imposition of a penalty,
fine or term of imprisonment under this Act shall not relieve any person
of liability to payment of any hydrocarbon tax for which he is or may
becomeliable.

PartT X—APprLICATION OF CoMPANIES INCOME TAX
To PETROLEUM OPERATIONS

302. (1) Without prejudiceto Companies Income Tax Act and any other
applicable law, the provisions of this Act shall apply and any company,
concessionaire, licensee, lessee, contractor or subcontractor involved in the
upstream, midstream or downstream petroleum operations under this Act,
shall also be subject to the Companies Income Tax Act.

(2) For the purpose of determining the value of chargeable crude ail, or
chargeable gas, in relation to any accounting period, the crude oil and gas
revenue of acompany for that period shall be the value of any chargeable oil
or chargeable gas adjusted to the measurement points, based on the—

(a) proceeds of al chargeable il or gas sold by the company ; and
(b) value of all chargeable oil or gas disposed by the company.

(3) Subject to sections142 (2) and 197 (2) of thisAct, apersonintending
to be involved in more than one stream, that is upstream, midstream or
downstream petroleum operations shall register and use a separate company
for each stream of petroleum operations under this Act provided that, for
companieswith petroleum mining | eases sel ected under section 93 (6) (b) and
(7) (b) of this Act, no stamp duties and capital gains tax shall be levied by
Government on such segregation.

(4) For strategic projectsin the upstream petroleum operations that seek
to produce oil and natural gasto be processed or refined to finished petroleum
products, and supplied in wholesal e solely to the domestic market, such projects
shall havethe option to be established as an integrated strategic project (1SP),
whereby the capital investment in the associated midstream petroleum
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operations as defined under thisAct, can be consolidated with the upstream
petroleum operations for purposes of tax, and where an | SP option is el ected,
thefollowing provisions shall apply—

(a) arms-length transfer prices shall be established to fiscalise the
hydrocarbons transferred from the upstream petroleum operations to the
midstream petroleum operations ; and

(b) capitd investment in the midstream petroleum operations consolidated
with upstream petroleum operations cannot be represented for capital
allowances when fiscalising the income from midstream petroleum
operations.

(5) Indetermining the companiesincometax, the hydrocarbon tax under
thisAct shall not be deductible.

(6) All companiesengaged in domestic midstream petroleum operations,
downstream gas operations and large-scal e gas utilisation industries as defined
in this Act, shall be entitled to benefit from the incentives provided under
section 39 of the Companies Income Tax Act, and investors in gas pipeline
will be granted an additional tax-free period of five years at the expiration of
the tax-free period granted in section 39 of the Companies Income Tax Act.

(7) Natural gas transferred or disposed from the upstream to the
midstream or downstream shall be subject to tax under the CompaniesIncome
Tax Act.

(8) Natural gasliquidsand liquid petroleum gases derived from natural
gas shall be subject to companies income tax.

(9) Acquisition costs of petroleum rights shall be eligible for annual
allowance at the rate of 20% with aretention value of 1% in thelast year until
the asset is disposed.

(10) Capital allowances for other assets shall be granted as follows—

(a) upstream petroleum operations assets shall be in accordance with
the Fifth Schedule to thisAct ; and

(b) midstream and downstream operations shall be in accordance with
the Second Schedul e to the Companies Income Tax Act.

(11) Section 24 of the Companies Income Tax Act shall be read in
conjunction with thefollowing provisions of thisAct—

(a) dl rents and royalties the liability for which was incurred by the
company during that period in respect of crude oil sold, condensate sold
and natural gas sold or delivered or disposed of in any other commercial
manner and where a petroleum mining lease includes payments to the
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Federation Account related to production sharing, profit sharing, risk service
contractsor ather contractual featuresand the company hasincurred liability
for such payments and such payments were made ;

(b) any amount contributed to any fund, scheme or arrangement approved
by the Commission or Authority for the purpose of providing for—

(i) abandonment and decommissioning,
(ii) petroleum host communities devel opment trust, or
(iii) environmental remediation ; and

(c) other deductions as may be prescribed by the Minister of Finance by
order published in the Federal Government Gazette.

(12) Section 27 of the Companies Income Tax Act shall be read in
conjunction with thefollowing provisionsof thisAct—

(a) any expenditure for the purchase of information relating to the
existence and extent of petroleum deposits, other than for the acquisition of
geological, geophysical and geochemical dataor information ;

(b) any expenditureincurred as apenalty including natural gasflarefees
or any such imposition relating to natural gasflare;

(c) production bonuses, signature bonuses paid for the acquisition of, or
of rightsin or over, petroleum deposits; signature bonuses or fees paid for
renewing petroleum mining lease or petroleum prospecting licence or fees
paid for assigning rightsto another party including for marginal fields; and

(d) any tax inputed into a contract or an agreement on a net tax basis
and paid by a company on behalf of the vendor or contractor.

(13) Any company involved in upstream petroleum operations shall apply
the accounting periods established for hydrocarbon tax on an actual year basis
for itscompany’sincometax in accordance with sections 277, 280 and 291 of
thisAct.

(14) Any company involved in upstream petroleum operationsthat isin
default of subsection (13) inrelation to filing of companiesincometax returns,
shall beliableto pay apenalty for late filing as follows—

(a) N10,000,000 on the first day the failure occurs and 2,000,000 for
each and every subsequent day in which the failure continues ; or

(b) other sum as may be prescribed by the Minister of Finance by order
published in the Federal Government Gazette.

(15) Offences and penalties specified under Part 1X of this Chapter
shall be applicableto companiesincometax of upstream petroleum companies.

Cap. C21,
LFN, 2004.
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(16) The tax due from a company involved in upstream petroleum
operations shall in the case of —

(a) Nairaremittances, carry interest at the prevailing NIBOR plus 10%
from the date when the tax becomes payable until it is paid, and

(b) foreign currency remittances, incur interest at the prevailing LIBOR
or any successor rate plus 10% from the date when the tax becomes payable
until itispaid,

and the provisions of thisAct relating to collection and recovery of tax shall
apply to the collection and recovery of theinterest.

(17) Furthermore upstream petroleum operations shall be subject to the
following provisions—

(a) where, for any accounting period of a company, the amount of the
chargeable tax for that period, calculated in accordance with this section
other than this subsection, is less than the amount mentioned in paragraph
(b), the company shall beliable to pay an additional amount of chargeable
tax for that period equal to the difference between those two amounts ;

(b) the amount referred to in paragraph (a) is, for any accounting period
of acompany, the amount which the chargeabl e tax for crude oil or gasfor
that period, cal culated in accordance with this section, would cometoif the
reference in subsection (2) (a) and (b), to the proceeds of sale or disposal
were a reference to the amount obtained by multiplying the number of
barrels of that crude oil or gas determined at the measurement point by the
fiscal oil per barrel or fiscal gas per MMBtuU ;

(c) for the purpose of paragraph (b), the relevant sum per barrel of
crudeoil, condensate or gas per MM Btu by acompany isthefiscal oil price
or fiscal gas price applicable to that crude oil or gas as may be established
by the Commission;;

(d) thewhole of any additional chargeabletax for crude oil or chargeable
gas payable by a company by virtue of this subsection for any accounting
period shall be payable concurrently with the final instalment of the
chargeabl e tax payable for that period ;

(e) wherethereis no fiscal ail price or fiscal gas price established for a
crude oil stream or gas, the Commission shall establish fiscal oil price or
fiscal gas pricefor such stream and every fiscal oil or gas price established
shall bear afair and reasonable relationship—

(i) tothe established fiscal oil or gas price of Nigerian crude oil streams
or gas of comparable quality and specific gravity, or
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(if) where there are no such Nigerian crude oil streams or gas of
comparable quality and specific gravity it shall bear afair and reasonable
relationship tothe official selling pricesat maininternational trading centers
for crude oil or gas of comparable quality and gravity, due regard being
had in either caseto freight differentials and other relevant factors ; and
(f) whereany crude oil or gas, whichin relation to a particular company
isitschargeable oil or chargeable gas, is exported from Nigeria by another
company, that crude oil or gasshall for the purpose of this section be deemed
to be exported from Nigeria by that particular company.
PART XI—GENERAL ProvisioNs
303.—(1) The provisions of thisAct shall not apply to holders of an oil  General
prospecting licence or oil mining lease who do not enter into a conversion ~ application
contract until the termination or expiration of the respective oil prospecting ‘;;éhc')tshzra”
licenceor oil mining lease savefor the provisonsof section 311 and paragraphs | iters.
10 and 11 of the Seventh Schedule to this Act which shall apply to licences o, oh
and leases awarded to indigenous Nigerian companies on a sole risk basis  schedule.
under the Petroleum Act, on which the Government has successfully exercised ¢4, P10,
its back-in rights prior to the effective date of thisAct but any renewal of an  LFN, 2004.
oil mining lease shall be based on thisAct.
(2) Thefiscal provisionsof thisAct arethe basetermsthat are applicable
and the Commission may under section 74 (2) of thisAct conduct alicensing
round whereby the bid parameter is a higher royalty, profit oil share or other
fiscal featuresin order to ensure that the Government receivesthe full market
value for each block.
304.—(1) Wheremattersrelateto hydrocarbon tax and companiesincome  Regulations,
tax, the Minister of Finance may make regulations for the carrying out of the ;ulesand
orms.

provisions of thisAct and the Service may makerules and specify theform of
returns, claims, statements and notices under thisAct.

(2) Where matters relate to fees, rents, royalties and payments to
Government other than taxes and duties, the Commission may make regulations
and rules generally for the carrying out of the provisions of thisAct.

(3) Where matters relate to the environment, the Commission and
Authority shall haveresponsibility over all environmental mattersin respect of
upstream petroleum operations and midstream and downstream respectively
except in relation to environmental impact assessment which shall be in
accordance with applicable laws.
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305. Fiscal stabilisation clauses contained in any production sharing
contract or other contract entered into after the commencement of this Act
shall not be applicableto thefiscal provisionslisted in thissection, regardless
of whether these changes affect the contractor favorably or unfavorably, if
changesare being madein amanner that is not discriminatory to the petroleum
industry or the contractor and the respective fiscal provisions are—

(a) generally applicable taxes, such as withholding taxes, companies
income tax, tertiary education tax and VAT ;

(b) levies, taxesor paymentsto comply with modern principlesin respect
of environment, labour laws, health and safety ; and

(c) new taxes, leviesor dutiesto implement Nigeria'scommitmentswith
respect to climate change under the United Nations Framework Convention
on Climate Change and other related international agreements.

306. All production of petroleum, including production tests shall be
subject to royalties as provided in the Seventh Scheduleto thisAct.

CHAPTER 5—MISCELLANEOUS PROVISIONS

307.—(1) The provisions of the Public Officers Protection Act shall
apply inrelation to any suit instituted against the Commission or the Authority,
the Commission Chief Executive or the Authority Chief Executive, any
commissioner or director, officer or employee of the Commission or Authority.

(2) Noaction, claim, proceeding or suit shall lie or be commenced against
the Commission or theAuthority, the Commission Chief Executive or Authority
Chief Executive, any commissioner or director or any other employee or officer
of the Commission or Authority, for any act done, attempted to be done or
omitted to be done under this Act or any other law or enactment or of any
public duty or authority in respect of any aleged neglect or default in the
execution of thisAct or any other law or enactment, duty or authority or be
instituted in any court unlessit is commenced within three months after the
accrual of any cause of action in respect of any such act, neglect or default
and provided such act or omission was not done in good faith.

308.—(1) A suit shall not be commenced against the Commission or
Authority or any officer of the Commission or Authority, beforethe expiration
of aperiod of one month after a written notice of the intention to commence
the suit has been served on the Commission or the Authority.

(2) The notice referred to in subsection (1) shall state the cause of
action, the particulars of claim, the name and address of the claimant and the
reliefs sought.
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(3) A notice, summons or other document required or authorised to be
served on the Commission or Authority under this Act or any other law or
enactment, may be served by delivering it to the office of the Commission
Chief Executive or the Authority Chief Executive.

(4) An order for execution or attachment of any property of the
Commission or Authority shall not be issued unless athree months' notice of
theintention to commence execution process has been given to the Commission
or Authority.

309. Subject to the Constitution of the Federal Republic of Nigeria,
1999, upon the commencement of this Act, where the provisions of any
other enactment or law except the Nigeria Oil and Gas Industry Content
Development Act are inconsistent with the provisions of this Act, the
provisions of thisAct shall prevail and the provisions of that other enactment
or law shall, to the extent of that inconsistency, bevoid in relation to matters
provided for inthisAct.

310.—(1) From the effective date of thisAct the following enactments
and regulations are repealed—

(a) Associated Gas Reinjection Act, 1979, Cap. A25, Laws of the
Federation of Nigeria, 2004, and itsAmendments;

(b) Hydrocarbon Qil Refineries Act No. 17 of 1965, Cap. H5, Laws of
the Federation of Nigeria, 2004 ;

(c) Motor Spirits (Returns) Act, Cap. M20, Laws of the Federation of
Nigeria, 2004 ;

(d) Nigerian National Petroleum Corporation (Projects) Act No. 94 of
1993, Cap. N124, Laws of the Federation of Nigeria, 2004 ;

(e) Nigerian National Petroleum Corporation Act (NNPC) 1977 No. 33,
Cap. N123, Laws of the Federation of Nigeria as amended, when NNPC
ceases to exist under section 54 (3) of thisAct ;

(f) Petroleum Products Pricing Regulatory Agency (Establishment) Act
No. 8, 2003 ;

(g) upon the completion of the conversion process under section 92,
the Petroleum Profit Tax Act, Cap. P13, LFN, 2004, provided the repeal
shall apply from the effective date to any new acreage granted under
thisAct ; and

(h) upon the compl etion of the conversion process under section 92, the
Deep Offshore and Inland Basin Production Sharing Contract Act, 2019, as
amended, provided the repeal shall apply from the effective dateto any new
acreage granted under this Act.
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(2) With respect to the Petroleum Equalisation Fund, the Authority as of
the Effective Date shall be in charge of —

(a) the collection of net surplusrevenuesfrom oil marketing companies
shall cease, except for the collection of unpaid net surplus revenues earned
prior to the effective date ; and

(b) the payment for reimbursements to oil marketing companies shall
cease, except for possible remaining payment obligationsincurred prior to
the effective date.

(3) Where the Petroleum Equalisation Fund isinsufficient to make the
payments under subsection (2) (b), the Authority may prorate the amounts
payable based on the ratio between the funds remaining and the outstanding
payables, provided that where the Petroleum Equalisation Fund isin adeficit,
the proration shall be zero, and oil marketing companies shall haveno claim as
to further outstanding amounts.

(4) Any amount remaining in the Petroleum Equalisation Fund after the
completion of the transactions under subsections (2) (a), (b) and (3) shall be
transferred to the Midstream and Downstream Gas Infrastructure Fund.

311.—(1) Any Act, subsidiary legidation or regulation, guideline, directive
and order made under any principal legislation repealed or amended by this
Act, shall, in so far as it is not inconsistent with this Act, continue in force
mutatis mutandis as if they had been issued by the Commission or Authority
under this Act until revoked or replaced by an amendment to this Act or by
subsidiary legidlation made under thisAct and shall be deemed for all purposes
to have been made under thisAct.

(2) Any oil prospecting licence or oil mining lease granted under the
Petroleum Act, that is subsisting as at the effective date of this Act shall
continue to have effect, subject to the following terms and conditions—

(a) with respect to renewed leases renegotiated production sharing
contractswithin the period specifiedin this section, thefollowing conditions
shall apply,—

(i) where negotiations of the contracts are continuing upon the
effective date of thisAct, such contracts shall be signed within one year
of theeffective date and in the event of failureto complete the negotiations
within one year of the effective date, such contract shall be deemed to
conform to the provisions of thisAct at the expiration of the lease,

(i) where the contracts were or are signed by NNPC, the leases
shall be assigned to NNPC Limited without prior approval of the
contractor and NNPC Limited shall continueitsrole as concessionaire
under such leases, NNPC shall by written notice notify the contractor
of such assignment,
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(iii) the renewed leases renegotiated production sharing contracts,
shall not feature any investment tax credits unless such investment tax
credits are carried forward as part of a renegotiation of a production
sharing contract within the period specified in this section and shall feature
acost oil limit of not morethan 60% of thetotal oil production, aminimum
of 55% haircut on disputed amount and for the purpose of determining
the profit oil share based on cumulative production, the production from
the total production of al production areas selected under section 93 of
the Act shall be used,

(iv) the contracts and leases shall continue to be subject to the
legidation under subsection (9), provided that such leases shall be subject
to section 93 of thisAct and in this respect the conversion date for the
purpose of theinterpretation of section 93 of thisAct shall bethe signing
date of such renegotiated production sharing contracts, and

(V) upon expiration or terminations, the leases and renegotiated
production sharing contracts can only be renewed on the basis of the
provisionsof thisAct ;

(b) any ail prospecting licence and oil mining leasethat isbeing converted
shall be converted under section 92 (1) - (5) and (7) of thisAct ;

(c) with respect to other oil prospecting licences and oil mining leases
that do not wish to convert under section 92 (6), section 303 (2) of thisAct
and subsection (9) of this section shall apply and the domestic gas price
that is the applicable gas prices established prior to the effective date of
thisAct and for licence and | eases awarded to i ndigenous Nigerian companies
on asolerisk basis under the Petroleum Act on which the Government has
successfully exercised its back-in rights prior to the effective date of this
Act, section 92 (5) of thisAct shall apply save for the royalty which shall
be 0% per field for the period of five yearsfrom the date of commencement
of thefield production including all relevant accounting period prior to the
effective date and section 311 (9) (d) of this Act, any Act, subsidiary
legislation or regulation, guideline, directive or order saved under thisAct
shall be deemed amended accordingly ; and

(d) contractors of NNPC, oil prospecting licences and oil mining leases
shall be subject to sections 232 and 233 of thisAct.

(3) Any other licence, lease, certificate, authority or permit which was
issued by the Department of Petroleum Resources, Petroleum Products Pricing
and Regulatory Agency or Petroleum Equalisation Fund, as the case may be
and which had effect immediately before the effective date shall continue to
have effect, mutatismutandis, for the remainder of itsperiod of validity asif it
had been issued by the Commission or Authority.

Cap. P10,
LFN, 2004.
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(4) Any tariff, price, levy, or surcharge which was payable to the
Department of Petroleum Resources, Petroleum Products Pricing and
Regulatory Agency or Petroleum Equalisation Fund prior to the effective date
shall continuein force until the expiration of the term of the said tariff, price,
levy, or surcharge, or until alternative provisions are made under this Act or
any regulations made under it, whichever is earlier.

(5) Pending thedecision of the Authority under sections 125 (6) and 174
(6) of thisAct, the existing licence, permit or right shall continueinforce asif
it had been issued under thisAct.

(6) Any other permit or other right in respect of any sector of the petroleum
industry to which subsections (2), (3) and (4) do not apply and that has been
granted by the Department of Petroleum Resources, Petroleum Pricing and
Product Regulatory Agency or Petroleum Equalisation Fund, asthe case may
be, and whichisstill in existence on the effective date, shall continuein force
for the remainder of its duration asif it had been issued under thisAct.

(7) With respect to subsection (4), any payments under Chapter 2 of
thisAct shall be applicable to the respective licensees and holders of permits
andrights.

(8) Withinthree monthsfrom the effective date, the Minister of Petroleum
on the advice of the Commission or Authority, may make any further transitional
and savings provisions that are necessary or desirable, provided that such
provisions are consistent with the transitional and savings provisionsin this
Act.

(9) Notwithstanding the provisionsof section 310 of thisAct, thefollowing
laws shall be saved until the termination or expiration of al oil prospecting
licences and oil mining leases under subsection (2) (c)—

(a) Petroleum Act, Cap. P10, Laws of the Federation of Nigeria, 2004 ;

(b) Petroleum Profit Tax Act, Cap. P13, Laws of the Federation of
Nigeria, 2004 ;

(c) Qil PipelinesAct, Cap. 07, Laws of the Federation of Nigeria, 2004
and any subsidiary legidation shall, in sofar asit isconsistent with thisAct,
remain in operation until it isrepealed or revoked and shall be deemed for
all purposes to have been made under thisAct ;

(d) Deep Offshore and Inland Basin Production Sharing Contracts
Act, Cap. D3, Laws of the Federation of Nigeria, 2004 and its
Amendment ; and

(e) any other law or regulationsthat are consistent with the principl es of
section 92 (6) of thisAct.
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(10) Subject to sections 125 (6) and 174 (6) of thisAct, parties to gas
sales agreementsrelated to domestic sales or exports entered into prior to the
effective date shall be entitled to continue such agreements unaltered until the
termination of such agreements, provided, however, that such agreements
shall be submitted for review to the Authority and the Commission and where
so ordered by the Authority or Commission, asthe case may be, amendments
shall be made in such agreements to comply with the Act.

312.—(1) The Commission shall be vested with all assets, funds,
resources and other movable and immovable properties which immediately
before the effective date were held by the Petroleum Inspectorate or the
Department of Petroleum Resources.

(2) The rights, interests, obligations and liabilities of the Petroleum
Inspectorate and Department of Petroleum Resources existing immediately
before the effective date under any contract or instrument or law or in equity
are assigned to and vested in the Commission.

(3) Any contract or instrument covered by subsection (2) shall be of the
same force and effect against or in favour of the Commission and shall be
enforceable asfully and effectively asif instead of the Petroleum Inspectorate
or Department of Petroleum Resources, the Commission had been named
therein or had been a party thereto.

(4) The Commission shall be subject to al theobligationsand liabilities
to which the Petroleum Inspectorate and Department of Petroleum Resources
were subject immediately before the effective date and all other persons shall
asfrom the effective date have the same rights, powers and remedies against
the Commission asthey had against the Petroleum I nspectorate or Department
of Petroleum Resources immediately before the effective date.

313.—(1) TheAuthority shall be vested with all assets, funds, resources
and other movable and immovable properties, which immediately before the
effective date were held by the Petroleum Pricing and Product Regulatory
Agency, the Petroleum Equalisation Fund (Management Board) and the
relevant assets, funds, resources and other movable and immovable properties
held by Department of Petroleum Resources, the Petroleum Pricing and
Product Regulatory Agency, and the Petroleum Equalisation Fund
(Management Board).

(2) Therights, interests, obligationsand liabilities of the Department of
Petroleum Resources, the Petroleum Pricing and Product Regulatory Agency,
and the Petroleum Equali sation Fund (M anagement Board) existingimmediately
before the effective date under any contract or instrument or law or in equity
are assigned to and vested in the Authority.

Transfer of
assets and
liahility to
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Commission.

Transfer of
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liahility to
the
Authority.
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Transfer of
employees
and
conditions of
service.

(3) Any contract or instrument covered by subsection (2) shall be of the
same force and effect against or in favour of the Authority and shall be
enforceableasfully and effectively asif instead of the Department of Petroleum
Resources, the Petroleum Pricing and Product Regulatory Agency, and the
Petroleum Equalisation Fund (Management Board) had been named therein
or had been a party thereto.

(4) TheAuthority shall be subject to all the obligations and liabilitiesto
which the Petroleum Pricing and Product Regulatory Agency, the Petroleum
Equalisation Fund (Management Board) and the relevant divisions of
Department of Petroleum Resources, were subject immediately before the
effective date and al other persons shall as from the effective date have the
same rights, powers and remedies against the Authority as they had against
the Petroleum Pricing and Product Regulatory Agency, the Petroleum
Equalisation Fund (Management Board) and the relevant divisions of
Department of Petroleum Resources immediately before the effective date.

314.—(1) From the effective date, employeesin the relevant divisions
in the Petroleum Inspectorate or the Department of Petroleum Resources
shall be employees of the Commission on termsno lessfavourableto thosein
effect immediately prior to such transfer, and all years of service with the
Petroleum Inspectorate or the Department of Petroleum Resources, as
applicable, shall be deemed to beyears of service qualifying for employment-
related entitlements under any applicable law.

(2) The Commission shall assume and continue to fulfil al statutory
obligationsin respect of pension schemesto which the Petroleum I nspectorate
or the Department of Petroleum Resources, as applicable, was obliged in
respect of its employees, prior to the effective date.

(3) From the effective date, employees in the relevant divisions of the
Department of Petroleum Resources, the Petroleum Pricing and Product
Regulatory Agency, and the Petroleum Equalisation Fund (Management
Board), shall be employees of the Authority on terms no less favourable to
thosein effect immediately prior to the effective date, and all years of service
with the Department of Petroleum Resources, the Petroleum Pricing and
Product Regulatory Agency or the Petroleum Equalisation Fund (Management
Board), as applicable, shall be deemed to be years of service qualifying for
employment-rel ated entitlements under any applicable law.

(4) The Authority shall assume and continue to fulfil all statutory
obligationsin respect of pension schemesto which the Department of Petroleum
Resources, the Petroleum Pricing and Product Regulatory Agency and the
Petroleum Equalisation Fund (M anagement Board), as applicable, was obliged
in respect of its employees, prior to the effective date.
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315. As part of the implementation process of sections 313 and 57 of
this Act, the Minister may within 24 months of the effective date cause an
inter-agency transfer of any staff of the institutions listed below to the
Commission, theAuthority or NNPC Limited based on skillsand competence
requirements of the new institutions, if the skills and competence of the said
staff are most suitable in any of the successor institutions during the
implementation process—

(a) Department of Petroleum Resources ;

(b) Nigerian National Petroleum Corporation and any of itssubsidiaries;
(c) Petroleum Equalisation Fund ;

(d) Petroleum Inspectorate ; and

(e) Petroleum Products Pricing and Regulatory Authority.

316.—(1) Every settlor shall transfer any existing host communities
development project or scheme under its corporate social responsibility or
memorandum of understanding or any other agreement to ahost communities
development trust established under thisAct.

(2) Every applicable settlor shall notify the Commission or Authority, as
the case may be, upon completion of any transfer under subsection (1) to any
one or more host communities development trusts of any of its existing host
communities development projects or schemes.

(3) Any financial contribution made by a settlor from the effective date
until the date falling 12 months after the effective date to any ongoing host
communities development project or scheme in accordance with their terms,
shall be deemed to constitute a contribution made by such holder or holder
nominee under section 240 (2) of thisAct.

317.—(1) Anything made or done, or having effect as if made or done,
before the effective date of thisAct under or pursuant to any provision of the
Petroleum Act, the Petroleum Profit Tax Act and the Deep Offshore and
Inland Basin Production Sharing Contract Act by the Service and having any
continuing or resulting effect with respect to the taxation of the profits of a
company or any matter connected to it, shall be treated and for all purposes
shall have effect as if it were made or done by the Service under the
corresponding provisions of thisAct.

(2) All rules, orders, notices or other subsidiary legislation made under
the Petroleum Act, the Petroleum Profits Tax Act, and the Deep Offshore
and Inland Basin Production Sharing Contract Act shall continueto have effect
asif made under the corresponding provisions of thisAct.
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Interpretation.

(3) All referencesin any other enactment to provisions of the Petroleum
Act, the Petroleum Profits Tax Act and the Deep Offshore and Inland Basin
Production Sharing Contract Act shall be construed as references to the
corresponding provisions of thisAct.

(4) With respect to petroleum mining leases selected under section 93
(6) (b) and (7) (b) of thisAct, any capital allowances existing at the effective
date for the related oil mining leases shall be carried over to the selected
petroleum mining leases, provided the allowancesrel ate to upstream petroleum
operations and do not include investment tax allowances and investment tax
credits.

(5) Subject to section 303 (1) of this Act, the provisions of Chapter 4,
Parts Il and X of this Act shall apply upon the commencement of the first
accounting period following the effective date.

(6) From the effective date, the Government on behalf of the Federation
may request the services of NNPC Limited as supplier of last resort to ensure
adeqguate supply and distribution of premium motor spirit (PMS) for aperiod
not exceeding six months and all associated costs shall be for the account of
the Federation.

(7) The Minister shall set forward aclear transition plan within 60 days
of the effective date of theAct to prevent disruptions of theindustry operations.

(8) The Authority may apply the Backward Integration Policy in the
downstream petrol eum sector to encourage investment in local refining.

(9) Pursuant to subsection (8), licence to import any product shortfalls
may be assigned to companies with active local refining licences or proven
track records of international crude oil and petroleum products trading.

(20) Import volume to be allocated between participants shall be based
on criteriato be set by the Authority taking into account the respective refining
output inthe preceding quarter, share of active wholesale customers competitive
pricing and prudent supply, storage and distribution track records.

(11) To safeguard the health of Nigerians, imported petroleum products
shall conform to the Afri-5 Specification (50 ppm Sulphur) as per the ECOWAS
declaration of February, 2020 on adoption of the Afri-Fuels Roadmap or as
may be prescribed by regulation.

318. In this Act—

“accounting date” means the date on which acompany usually prepares
its accounting statement ;
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“accounting period” in relation to a company engaged in upstream
petroleum operations, means —

(a) aperiod of one year commencing on 1st January and ending on
31st December of the same year,

(b) any shorter period commencing on the day the company first
makesasaeor bulk disposal of chargeable oil, domestic, export or both,
and ending on 31st December of the same year, or

(c) any period of lessthan ayear being a period commencing on 1st
January of any year and ending on the date in the same year when the
company ceases to be engaged in petroleum operations,

and in the event of any dispute with respect to the date of the first sale of
chargeable oil above or with respect to the date on which the company
ceases to be engaged in petroleum operations, the Commission shall
determine the same and no appeal shall lie;

“Act” means the Petroleum Industry Act, 2021 ;

“adjusted profits’ means adjusted profit as stated in section 262 of this
Act ;

“advisory committee” has the meaning given to it in section 249 of this
Act ;

“affiliate” meansthe relationship that exists between two personswhen
one controlsor is controlled by, an entity which controls, the other person,
where ‘ control’” means the direct or indirect ownership of more than 50%
of the voting rightsin acompany, partnership or legal entity ;

“aggregate gas price” means the gas price determined under section
167 (4) of thisAct ;

“appraisal well” meansawell that in the opinion of the Commissionis
aimed at determining the size, distribution, characteristicsand commerciality
of apetroleum discovery ;

“area of operation” means the territory which hosts a lessee’s or
licensee's operational or designated facilities and any other ancillary
facilities related to upstream and midstream petroleum operations ;

“assessable profit” means assessable profit as stated in section 262 of
thisAct ;

“associated gas’ means—

(a) natural gas, commonly known as gas-cap gas, which overliesand
isin contact with crude oil in areservoir ; and

(b) solution gas dissolved in crude oil in areservoir and emerging
from the fluid as pressure drops;
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“authorisation” meansapproval issued by the Commission or Authority
for an activity inthe petroleum industry ;

“ Authority” meansthe Nigerian Midstream and Downstream Petroleum
Regulatory Authority” as provided for inthisAct ;

“Authority Fund” means the Fund established under section 47 of this
Act ;

“barrel” means abarrel of 42 United States gallons ;

“Board” means the governing board of the Commission, Authority,
NNPC Limited or an incorporated joint venture company (IJVC) ;

“Board of Trustees” means the governing board of the trust established
under section 242 of thisAct ;

“bulk gas storage licence” means a licence granted under section 132
of thisAct ;

“capital fund” means the fund available to the Board of Trustees of a
host communities development trust for communities devel opment projects
and other matters on behalf of the holder or holders as provided for in this
Act ;

“chargeable oil” means crude oil, condensate or natural gas liquids
produced upstream of the measurement point as provided for under section
260 (1) (a) of thisAct ;

“chargeable profit” means chargeable profit as stated in section 262 of
thisAct ;

“chargeable tax” means chargeable tax as stated in section 267 of
thisAct ;

“chargeable volume” in relation to a company engaged in upstream
petroleum operations meansthe chargeabl e volume as set out in paragraph
7 of the Seventh Schedule to thisAct ;

“commercial discovery” means a discovery of crude oil, natural gas or
condensates within a petroleum prospecting licence or petroleum mining
| ease which can be economically developed in the opinion of the licensee or
lessee after consideration of all relevant economic factors normally applied
for the evaluation and development of crude oil, natural gas or condensate ;

“Commission” means the Nigerian Upstream Petroleum Regulatory
Commission established under thisAct ;

“common carrier” meansatransportation pipelinewhichisoperated on
an open access basis ;

“Commission Fund” means the fund established under section 24 of
thisAct ;
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“company” meansinthisAct, any company or corporation, other than a
corporation sole, incorporated under the Companies and Allied Matters
Act, Act No. 3, 2020 ;

“condensate” means a portion of natural gas of such composition that
are in the gaseous phase at temperature and pressure of the reservoirs, but
that, when produced, are in the liquid phase at surface pressure and
temperature ;

“connection agreement” means an agreement setting out the terms on
which individual, physical connections to the transportation pipeline,
transportation network or gas distribution network will be effected and
matters such as the configuration, pressure, technical parameters and cost
of the connection ;

“Constitution” meansthe Constitution of the Federal Republic of Nigeria,
1999, Cap. C23, Laws of the Federation of Nigeria, 2004 ;

“conversion contract” means a contract under section 92 of thisAct ;

“conversion date” means the date under section 92 of thisAct ;

“Corporate Affairs Commission” means the Corporate Affairs
Commission established under the Companiesand Allied MattersAct, Act
No. 3, 2020 ;

“corrupt practices and money laundering laws” means—

(a) the laws of the Government in respect of bribery, kickbacks and
corrupt business practices,

(b) the Foreign Corrupt PracticesAct of 1977 of the United States of
America (Pub. L. No. 95-213 88 101-104 et. seq.),

(c) the OECD Convention on Combating Bribery of Foreign Public
Officialsin International Business Transactions, signed in Parison 17
December, 1997, which entered into force on 15 February, 1999, and the
Convention's Commentaries,

(d) the United Kingdom Bribery Act, 2010, and

(e) any other law of general application relating to bribery, kickbacks
or corrupt business practices ;

“Council” means the Governing Council established under section 52
(3) of thisAct ;

“crudeoail” meanspetroleum, whichisin liquid conditionsupon production
from areservoir either in its natural state or after the extraction of water,
sand or other foreign substance from it, but before any such oil has been
refined or otherwisetreated, other than oil extracted by destructivedistillation
from coal, bituminous shales or other stratified deposits;;

“crude oil refiner” means the holder of a crude ail refining licence
under section 183 of thisAct;
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“customary court” meansacustomary court established by the applicable
laws of a State of the Federation or the Federal Capital Territory ;

“customer client” means a wholesale customer of the strategic sector
who is a client of the domestic gas aggregator making use of the escrow
account mechanism ;

“customer client volume” isthe volume of natural gasthat ispaid for by
acustomer client for the benefit of aspecific producer client into the escrow
account of the domestic gas aggregator in any one month ;

“customer protection” means the standards, practices and service
protectionsfor customersincluding, those relating to pricing, service quality
and standards, billing practices, performance reporting and any regulations
of the Commission and Authority that provide such protections;

“decommissioning and abandonment” means the approved process
of cessation of operations of crude oil and natural gas wells, installations,
plants and structures, including shutting down an installation’s operations
and production, total or partial removal of installations and structureswhere
applicable, chemicals and all such other materials handling, removal and
disposal of debrisand removed items, environmental restoration of thearea
after removal of installations, plants and structures, and ‘ decommission’
has a corresponding meaning ;

“decommissioning and abandonment fund” has the meaning given to
it in section 233 of thisAct ;

“decommissioning and abandonment plan” means the plan to be
submitted in the field development plan under section 79 (2) for upstream
petroleum operations and under section 111 (3) of this Act for midstream
petroleum operations;

“deep offshore” meansany areawithin theterritorial waters, continental
shelf or exclusive economic zone offshore of Nigeriahaving awater depth
in excess of 200 meters ;

“deep rights’” means petroleum rights vested in the Government after
relinquishment under section 88 (5) (b) of thisAct ;

“Department of Petroleum Resources” means the Department of
Petroleum Resources of the Federal Ministry of Petroleum Resources ;

“designated facilities” means petroleum crude oil and natural gas
transportation pipelines, bulk storage tank farms, refineries, and gas
processing plants in midstream petroleum operations and petrochemical
plants;

“distribution pipeline” means a low-pressure pipeline for the purpose
of conveying natural gas or petroleum products to customers;;
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“disposal” and “ disposed of” in relation to chargeable oil owned by a
company engaged in petroleum operations, means—
(a) delivery or export, without sale, of chargeable oil to an affiliate or
other company, and

(b) chargeable oil delivered or transferred, without sale, to facilities
used for midstream operations ;

“domestic base price” means the price determined under the Third
Scheduleto thisAct ;

“domestic crude oil supply obligation” means the obligations of an
upstream crude oil producer to dedicate a specific volume of crude oil
towards the domestic refineries as stipulated in section 109 of thisAct ;

“domestic gas aggregator” means a licensee of a domestic gas
aggregation licence;

“domestic gas aggregation licence” means a licence granted under
section 153 of thisAct ;

“domestic gas demand requirement” means an aggregate of the volume
of natural gasrequired to meet the natural gas demand for strategic sectors
within the domestic economy for a specified period under section 173 of
thisAct ;

“domestic gas delivery obligation” means the obligations of a lessee
producing natural gasto dedicate and deliver to atransfer point aspecific
volume of natural gas towards meeting the domestic gas demand
requirement, as stipulated in section 110 of thisAct ;

“downstream gas operations’ means all activities entered into for the
purpose of, distribution and supply of natural gasto retail customers, city
gatereception termina sfor natural gas, stationsfor the distribution, marketing
and retailing of natural gas;

“downstream petroleum products operations’ means all activities
entered into for the purpose of distribution and supply of petroleum products
to retail customers, tank farms for distribution of petroleum products, and
stationsfor the distribution, marketing and retailing of petroleum products;

“downstream petroleum operations” means downstream gas operations
and downstream petroleum products operations;

“effective date” means the date on which this Act comes into force ;

“exploration well” means awell that in the opinion of the Commission
isaimed at discovering petroleum in a separate field in which petroleum
has not been previously discovered ;

“domestic base price” means the price determined under subsection
167 (1) of thisAct ;
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“Federal High Court” means the Federal High Court established by
section 249 of the Constitution of the Federal Republic of Nigeria, 1999 ;

“Federation Account” means the Federation Account stated in section
162 of the Constitution of the Federal Republic of Nigeria, 1999 ;

“field development plan” means a field development plan as specified
under section 79 (2) of thisAct ;

“field” includes an area consisting of a single reservoir or multiple
reservoirsall grouped on, or related to, the samegeological structural feature,
stratigraphic condition, acombination of both and refersto the underground
productive formations or their vertical projection to the surface;

“fiscal gas price” means the price established in paragraph 8 (3) of the
Seventh Schedule to thisAct ;

“fiscal oil price” means the price established in paragraphs 8 (1) and
(2) of the Seventh Schedule to thisAct ;

“forcemajeure” includes delays or inability to perform any obligations
under thisAct (other than a payment obligation), due to any event beyond
the reasonabl e control of a person, and the event may be, but is not limited
to, any act, event, happening, or occurrence due to natural causes, and acts
or perilsof navigation, fire, hostilities, war (declared or undeclared), blockade,
labour disturbances, strikes, riots, insurrection, civil commotion, quarantine
restrictions, epidemics, storms, floods, earthquakes, accidents, blowouts or
lightning and an event of force majeure shall not include changes in the
laws of Nigeriaor any political subdivision thereof or any acts or orders of
Government, any minister, ministry, department, subdivision, agency,
authority, council, committee, or other constituent element thereof, or any
corporation owned or controlled by any of the foregoing, where operations
are delayed, curtailed or prevented by force majeure, then the time for
carrying out the obligation and duties thereby affected, and rights and
obligations hereunder, shall be extended for a period equal to the period
thusinvolved provided that such period shall not exceed three yearsin total
after which each party can terminate the respective licence or lease ;

“frontier acreages’ means any or al acreages in an area on land in
Nigeria defined asafrontier in aregulation issued by the Commission ;

“frontier basin” means basinswhere hydrocarbon exploration activities
have not been carried out or previous commercia discovery oil and gas
have not been made or an areathat is undevel oped and includes Anambra,
Dahomey, Bida, Sokoto, Chad and Benue trough or as may be declared by
the Commission through aregulation ;

“frontier exploration fund” means the fund established in section 9 (3)
of thisAct;
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“fund manager” means a person or company appointed by the Board
of Trustees to manage and invest the reserve fund established under the
provisions of Chapter 3 of thisAct for the benefit of the trust;

“gasdistribution licence” meansalicencefor the distribution of natural
gasthrough alow-pressure pipeline system in aspecific geographical area
under section 148 of thisAct ;

“gas distribution network” means a set of interconnected distribution
pipelinesfor natural gas;

“gas distributor” means the holder of a gas distribution licence ;

“gas processing licence” means alicence granted under section 129 of
thisAct ;

“gasretailer” meansaholder of aretail gassupply licence under section
146 of thisAct ;

“gas transportation network” means a set of interconnected gas
transportation pipelinesin a particular geographical area;

“gas transportation network operator licence” means a licence to
operate a gas transportation network under section 138 of thisAct ;

“gas transportation network operator” means the holder of a gas
transportation network operator licence ;

“gas transportation pipelineg’” means a pipeline for the transportation
of natural gas;

“gas transportation pipeline licence” means a licence for a gas
transportation pipeline granted under section 135 of thisAct ;

“good international petroleum industry practices” means those uses
and practices that are, at the time in question, generally accepted in the
international petroleum industry as being good, safe, economical,
environmentally sound and efficient in petroleum operations and should
reflect standards of service and technology that are either state-of-the-art
or otherwise appropriate to the operationsin question and should be applied
using standardsin all mattersthat are no less rigorous than those in use by
petroleum companiesin global operations;

“Government” means the Federal Government of Nigeria;

“host communities” means communities situated in or appurtenant to
the areaof operation of asettlor, and any other community as a settlor may
determine under Chapter 3 of thisAct ;

“host communities development plan” has the meaning given to it in
section 252 of thisAct ;

“host communities development trust” has the meaning given to it in
section 235 (1) of thisAct ;
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“host communities development trust fund” means the fund established
under section 240 (1) of thisAct ;

“host communities needs assessment” has the meaning given to it in
section 251 (1) of thisAct ;

“large-scale gas utilisation industries’” means—

(a) large-scale industries that use natural gas as a feedstock such as
gas-to-liquid plants, petrochemical industriesand fertiliser plants; and

(b) mini-LNG plants, power plants and such other industries as defined
inregulations;

“lease” means a petroleum mining lease ;

“lessee” means a holder of alease;

“LIBOR" means London Interbank Offered Rate ;

“licence” means a licence issued by the Commission or Authority in
respect of any applicable upstream, midstream or downstream petroleum
operations;

“licensee” means a holder of alicence;

“licensing round guidelines’ means guidelines that are established by
the Commission to govern the process of issuing licences or leasesduring a
licensing round ;

“liquefied natural gas’ or “LNG” means natural gas in liquid form
through condensation at close to atmospheric pressure and at atemperature
of approximately minus 162 degrees celsius;

“liquefied petroleum gas’ or “LPG” means mixtures of propane and
butane and small concentrations of other gases which are gaseous under
room temperature and pressure but are liquefied by applying pressure ;

“local distribution zone” means an authorised area as specified in
regulations, within which one gas distributor may operate ;

“loss’ means aloss ascertained in like manner as an adjusted profit ;

“management committee” means the committee set up under section
247 of thisAct ;

“marginal field” meansafield or discovery which has been declared a
marginal field prior to 1st January 2021 ;

“marketable natural gas’ means natural gaswhich meets specifications
determined by the Authority for distribution to wholesale customers and
retail customers—

(a) for use as adomestic, commercial and industrial fuel ; and
(b) as feedstock or industrial raw materia ;
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“marketable natural gas delivery point” means a point where
marketable natural gasis made available to customers, at the exit of agas
processing plant or gas conditioning plant or at a measurement point, or
such other location immediately downstream of a facility in which such
natural gas has been produced, processed, conditioned or treated in order
to produce marketable natural gas ;

“measurement point” means—

(a) apoint determined in the field devel opment plan under section 79

(2) of this Act, where petroleum is being measured and its value is

determined for royalty purposes,

(b) where the point has not been determined, a point directly
downstream of the flow station in the petroleum mining lease, and

(c) where measurements take place outside the petroleum mining
|ease, adeemed measurement point in the petroleum mining lease based
on acalculation procedure approved by the Commission adjusting from
the points where petroleum is being measured ;

“midstream and downstream gas infrastructure fund” means the fund
established under section 52 of thisAct ;

“midstream and downstream gas operations’” means activities
downstream of the measurement points of petroleum mining leases, whether
or not related to the petroleum mining lease, with respect to the construction
and operation of natural gas transport or transmission pipelines, including
therelated compressor stations, construction and operations of facilitiesto
compress, transport and deliver compressed natural gas (CNG); construction
and operations of gas processing facilitiesand central processing facilities,
producing ethane, propane, butane and natural gas liquids and marketable
natural gas; construction and operation of underground or above ground
facilitiesfor the storage of natural gas, ethane extraction plants, construction
and operation of gasto liquids (GTL) plants, construction and operation of
lubricant, petrochemical and fertiliser plants, construction and operation of
LNG plants, and related LNG terminals aswell as storage and transport of
LNG, acquisition, operation or chartering of LNG tankers for coastal and
marine transportation, purchase and sale, trading, bartering, aggregating
and marketing of natural gas transported by pipelines, compressed natural
gas, LNG, methane, ethane, propane, butane, natural gasliquidsand liquids
from GTL plants with respect to wholesale customers and gas distributors
and related administration and overhead ;

“midstream petroleumliquids operations’ means activities downstream
of the measurement points of petroleum mining leases, whether or not related
to the petroleum mining lease, with respect to the construction and operation
of facilitiesfor upgrading of heavy ail, construction and operation of |ubricant,
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petrochemical and fertiliser plants, construction and operation of petroleum
liquidstransport pipelines, including therelated pumping stations; acquisition,
operation, leasing, rental or chartering of barges, coastal or ocean-going
tankers, railcars and trucks for the transport of petroleum liquids,
construction, leasing and operation of tank farmsand other storagefacilities
and export terminals for petroleum liquids, construction and operation of
refineries, purchase and sale, trading, bartering, marketing of petroleum
liquidsand related administration and overhead ;

“midstream and downstream petroleum operations’ means midstream
petroleum liquids operations and midstream and downstream gas operations;

“Minister of Petroleum” or “Minister” meansthe Minister of Petroleum
Resourcesor any person designated by the President as having responsibility
for overseeing the Petroleum Industry ;

“Ministry of Environment” means the Federal Ministry in charge of
environmental matters;

“Ministry of Finance” means the Federal Ministry in charge of finance
matters ;

“Ministry of Finance Incorporated” means the corporation sole
established by the Ministry of Finance Incorporated Act, Cap. M15, Laws
of the Federation of Nigeria, 2004 ;

“MMBtu” means millions of British thermal units;
“model contract” means a contract under section 85 of this Act ;

“model lease” means a standard petroleum mining lease with termsand
conditionsadopted for aspecificlicensing round and may contain contractual
provisions in a model contract attached to or incorporated in the model
lease ;

“model licence” means a standard petroleum prospecting licence with
termsand conditions adopted for aspecificlicensing round and may contain
contractual provisions in a model contract attached to or incorporated in
the model licence;

“National Data Repository” meansnational petroleum databank as defined
inthe Nationa Data Repository Regulation, 2007 and itsamendment ;

“National Salaries, Incomes and Wages Commission” means the
National Salaries, Incomes and Wages Commission established by section
1 of the National Salaries, Incomes and Wages Commission Act, Cap.
N72, Laws of the Federation of Nigeria, 2004 ;

“national strategic stock” means the reserve of petroleum products
kept in certain storage depots and facilities by the Government or on behal f
of the Government to provide for emergency ;
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“natural gas” means all gaseous hydrocarbons, and all substances
contained in it and as exist in natural statein strata, associated or not with
crude oil, and are in a gaseous state upon production from areservoir and
excludes condensates ;

“natural gas liquids’ or “NGL” means hydrocarbons liquefied at the
surfacein separators, field facilities or in gas processing plants, and include
ethane, propane, butanes, pentanes, and natural gasoline ;

“Nigeria” meanstheterritory of the Federal Republic of Nigeriainclusive
of its land borders, territorial waters, continental shelf and exclusive
economic zone;

“Nigerian National Petroleum Corporation” or “NNPC” means the
Nigerian National Petroleum Corporation established by section 1 of the
Nigerian National Petroleum Corporation Act, Cap. N123, Laws of the
Federation of Nigeria, 2004 ;

“NNPC Limited” means Nigerian National Petroleum Company Limited,
acompany to beincorporated under the Companiesand Allied MattersAct
under thisAct ;

“non-associated gas’ means natural gas that is found in a reservoir
which does not contain significant quantities of crudeoil ;

“oil mining lease” meansan oil mining lease granted under the Petroleum
Act, Cap. P10, Lawsof the Federation of Nigeria, 2004 prior to the effective
date of thisAct ;

“0il prospecting licence” meansan oil prospecting licence granted under
the Petroleum Act, Cap. P10, Laws of the Federation of Nigeria, 2004
prior to the effective date of thisAct ;

“onshore” means any land areas above the high-water mark, other than
frontier acreages ;

“open access’ means, subject to section 116, non-discriminatory access
to amidstream facility, transportation pipeline or transportation network for
all usersor shippersunder conditionswhere the licensee does not have any
preferential rightsto thesefacilities, under conditions stipulated in thelicence
and in the case of atransportation network or pipeline;;

“paying guantities” means in relation to the level of production of a
field, the production of volumes of ail or gas or both, of which the value
exceedstheroyalty and operating costs on aregular basis, based on levels
of production that are aimed at achieving maximum economic recovery of
the petroleum ;

“parcel” means a parcel under section 69 (4) of thisAct ;

“permit” means an official certificate of permission to undertake an
activity issued by the Commission or Authority ;
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“person” means any individual, company or other juristic person ;

“petroleum” means hydrocarbons and associated substances as exist in
its natural state in strata, and includes crude oil, natural gas, condensate
and mixtures of any of them, but does not include bitumen and coal ;

“Petroleum Equalisation Fund” means the fund established under the
Petroleum Equalisation Fund (Management Board, etc.) Act, Cap. P11,
Laws of the Federation of Nigeria, 2004 ;

“petroleum exploration licence” means a licence under section 71 of
thisAct ;

“petroleumexploration operations’ means any geological, geophysical,
geochemical and other surveysand any interpretation of datarelating thereto,
and thedrilling of such shot holes, core holesand stratigraphic tests, related
totheexploration for crude oil and natural gas, but not including exploration
wellsor appraisal wells;

“petroleum industry” means the industries involved in upstream,
midstream and downstream petroleum operationsin Nigeria;

“Petroleum I nspectorate” meansthe Petroleum I nspectorate established
under section 10 of the Nigerian National Petroleum Corporation Act, Cap.
N123, Laws of the Federation of Nigeria, 2004 ;

“petroleum liquids” means crude oil, condensates, liquid petroleum
products and natural gasliquids;

“petroleum liquids transportation pipeline licence” means a licence
for apetroleum liguidstransportation pipeline granted under section 190 of
thisAct ;

“petroleum liquids transportation network operator” means the
holder of apetroleum liquids transportation network operator licence ;

“petroleum liquids transportation network operator licence” means
alicenceto operate apetroleum liquidstransportation network under section
193 of thisAct ;

“petroleum liquids transportation pipeline” means a pipeline
transporting petroleum liquids;;

“petroleum mining lease” means a lease under section 81 of thisAct ;

“petroleum operations’ means upstream, midstream and downstream
petroleum operations;

“Petroleum Pricing and Product Regulatory Agency” means the
Petroleum Pricing and Product Regulatory Agency established under section
1 of the Petroleum Pricing and Product Regulatory Agency (Establishment)
Act, Cap. P43, Laws of the Federation of Nigeria, 2004 ;
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“petroleum product distribution licence” means a licence for the
distribution of petroleum products under section 201 of thisAct ;

“petroleum product distributor” meansthe holder of apetroleum product
distributionlicence;

“petroleum product retailer” means a holder of a petroleum product
retail licence;

“petroleum product retail licence” means a permit to retail petroleum
products to final customers under section 203 of thisAct ;

“petroleum products’ means materialsderived from crude oil and natural
gas processing such as ethane, propane, butanes, pentanes, liquefied
petroleum gas, natural gasliquids, asphalts, gasoline, diesel, gasail, jet fuel,
transportation fuels, fuel oilsfor heating and el ectricity generation and such
other derivatives;

“petroleum prospecting licence” means a licence under section 72 of
thisAct ;

“pipeline” means al parts of any tubular infrastructure through which
petroleum is conveyed, including pipes, valves, pumping and compressor
stations and other equipment appurtenant to pipes;;

“President” means the President of the Federal Republic of Nigeria ;

“producer client” means a lessee who is a client of the domestic gas
aggregator making use of the escrow account mechanism ;

“production sharing contract” means any agreement for the
exploration, development and production of petroleum ontermsunder which
the financial risk-bearing party shall recover costs and receives a share of
the profits based on a share of production as established in the contract
from the applicable area;

“public service obligations’ means specific obligations imposed by
the Authority on licensees in relation to security of supply, social service,
economic development, environmental protection or the use of indigenous
materias;

“qualified person” means a person designated by regulation in respect
of the issuance of alicence, lease or permit to any person with respect to
upstream, midstream and downstream petroleum operations ;

“raw gas’ meansnatural gas prior to any conditioning for the removal of
H2S, CO2 and other impuritiesand prior to processing to remove natural gas
liquids and which does not have the qualities of marketable natural gas;

“regulation” means rule or order having force of law issued by the
Minister, Minister of Finance, the Commission or Authority in accordance
with thisAct ;
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“rent” means the annual charge made in respect of a licence or lease
granted under thisAct ;

“renegotiated production sharing contract” means a production
sharing contract for which court cases or arbitration caseswere outstanding,
and was or is being renegotiated after the effective date of this Act with
the objective of settling the outstanding court cases or arbitration cases;;

“reserve fund” is the fund under section 244 (b) of thisAct ;

“reservoir” meansasubsurface rock formation containing an individual
and separate natural accumulation of producible petroleum characterised
by asingle natural pressure system ;

“retail gas supply licence” means a licence granted under section 146
of thisAct ;

“retention area” means the area approved by the Commission for a
significant gas discovery or significant crude oil discovery under thisAct ;

“retention period” means the period not exceeding 10 years granted by
the Commission to the holder of a petroleum licence to retain rights to
develop an areaover which asignificant gas discovery or significant crude
oil discovery has been made ;

“royalties” meanstheroyalties specified in the Seventh Scheduleto this
Act ;

“settlor” isaholder of an interest in a petroleum prospecting licence or
petroleum mining lease whose area of operationsislocatedin or appurtenant
to any community or communities;

“shallowwater” meansany areawithin theterritorial waters, continental
shelf or exclusive economic zone offshore of Nigeriaup to and including a
water depth of 200 meters ;

“signature bonus’ means a payment made to Government with respect
to the grant of a petroleum prospecting licence or petroleum mining lease;

“Jgnificant crude oil discovery” means a discovery of crude oil that
issubstantial intermsof reservesand ispotentially commercial, but cannot
be declared commercia for one or both of the following reasons—

(a) no pipeline or facilities are available in existing systems where
commercia conditions indicate that the best option for development is
based on the future expansion of such systems or the use of such systems
when capacity will become available in the future ; or

(b) where the crude oil discovery would only be commercial when
jointly developed with other existing discoveries or potential future
discoveries;
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“significant gas discovery” means a discovery of natural gasthat is
substantial interms of reservesand ispotentially commercial, but cannot
be declared commercia for one or more of the following reasons—

(&) no markets for natural gas within Nigeria;

(b) export markets need to be identified and developed ;

() nopipeline, processing or liquefaction capacity isavailableinexisting
systems where commercial conditions indicate that the best option for

development is based on the future expansion of such systems or the use
of such systems when capacity will become available in the future ; or

(d) wherethe natural gas discovery would only be commercial when
jointly devel oped with other existing natural gas discoveriesor potential
future natural gas discoveries;

“gpecial investigation unit” meansaunit established either under section
27 or 50 of thisAct ;

“standard cubic foot” means, in relation to natural gas, the quantity of
dry ideal natural gas at a temperature of 60 degrees Fahrenheit and a
pressure of 14.696 pounds per square inch absolute contained in avolume
of one cubic foot ;

“supplier” means the holder of a wholesale gas supply licence, a
wholesale petroleum liquids supply licence or aretail gassupply licence;

“tariff” meansthe price charged for the provision of aparticular service,
or group of services, with respect to midstream and downstream petroleum
operations;

“terrain” meansthe areaof any petroleum exploration licence, petroleum
prospecting licence or petroleum mining lease;;

“terminal” means aterminal for petroleum liquids, pumping or booster
station, or other installation or structure associated with aterminal, including
its storage facilities, other than a terminal situated within “a port or any
approaches thereto” within the meaning of the Nigerian Ports Authority
Act, Cap. N126, Laws of the Federation of Nigeria, 2004 ;

“third party access’ meansthe legal requirement for owners of certain
infrastructure facilities to grant access to those facilities to parties other
thanthemselves or their own customers, for uncommitted capacity, including
competitorsinthe provision of therelevant services, ontermsstipulatedin
thisAct or regulations;;

“transportation fuels” means fuels used for transport on land, on water
and in the air, such as gasoline, aviation gasoline, diesel, jet fuel, marine
bunker fuel, LNG, CNG and other fossil fuel based products, as well as
hydrogen, bio-diesel, bio-jet fuel, ethanol and other fuelsused for transport
purposes;;
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“transportation network” means a system of interconnected
transportation pipelinesand other facilitiesrequired to transport natural gas
or petroleum liquids;

“transportation pipeline” means apipeline used for the bulk conveyance
of petroleum liquids and for natural gas under high-pressure ;

“transportation pipeline owner” means the holder of a gas
transportation pipelinelicence or apetroleum liquidstransportation pipeline
licence;

“upstream petroleum operations’ means the exploration for, appraisal
of, development of and winning or obtaining of petroleum in Nigeriaby or
on behalf of a company on its own account for commercia purposes,
petroleum expl oration operations, the drilling of exploration, appraisal and
development wells, all activities upstream of the measurement points, rel ated
to the winning of petroleum through wells or mining from petroleum
reservoirs, drilling, fracking, completing, treatment and operation of wells
producing petroleum, construction and operation of gathering lines and
manifolds for crude oil, natural gas and water, construction and operation
of high and low pressure separators, construction and operation of facilities
to treat crude oil and natural gas, flaring of natural gas, compression and
reinjection of natural gasin reservoirs, construction and operation of facilities
for the production of electricity or heat from natural gas or other fuels as
energy source for the winning of petroleum, injection or re-injection of
water into the reservoirs, construction and operation of pipelinesand other
facilitiesfor the discharge of water, construction and operation of fixed or
floating platforms or other vessels required for the winning of petroleum,
construction and operation of fixed or floating storage facilities of crude ail
inthelicencearea, transportation to and from the licence area of personnel,
goadsand equipment, metering of well stream fluids, metering of petroleum
at the measurement points prior to transportation, sale and marketing of
crude ail, natural gas or condensates or any of them at the measurement
pointsand such other activitieswhich by regulation are considered upstream
petroleum operations, and related administration and overhead, provided,
however, that wherefield facilitiesor fixed or floating platforms or vessels
providefor fully integrated upstream and midstream petroleum operations,
the Commission may consider the entire operations as upstream petroleum
operations under section 8 (d) of thisAct ;

“UTM” means the Universal Transverse Mercator, a conformal
projection which uses a two-dimensional Cartesian coordinate system to
give locations on the surface of the earth ;
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“wholesale customer” means a class of customers designated in
regulations with respect to—

(a) natural gas, the right to contract for and purchase a supply of
whol esale gas, with acapability to connect individually and economically
to atransportation pipeline or transportation network and shall include
gasdistributors, and

(b) crude ail or petroleum products, it shall be a customer of ayearly
volume defined by regulation and shall include petroleum product
distributors;

“wholesale gas’ means natural gas sold by a supplier to wholesale
customers ;

“wholesale gas supplier” means the holder of a wholesale gas supply
licence;

“wholesale gas supply licence” means a licence for the supply to
wholesale customers of natural gas under section 142 of thisAct ;

“wholesal e petroleum liquids supplier” means a holder of awholesale
petroleum liquids supply licence;

“wholesale petroleum liquids supply licence” means a licence for the
supply to wholesale customers of petroleum liquids under section 197 of
thisAct.

319. ThisAct may be cited as the Petroleum Industry Act, 2021.

Citation.
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SCHEDULES
FIRST SCHEDULE Section 3 (3)

RiGHTS oF PRE-EMPTION

1. Thelicensee or lessee shall use his best endeavoursto increase so far
as possible with his existing facilities, the supply of petroleum or petroleum
products, or both, for the Federal Government to the extent required by the
Minister.

2. Thelicensee or lessee shall, with all reasonable expedition and so as
to avoid demurrage on the vessel s conveying the same, use hisbest endeavours
todeliver al petroleum or petroleum products purchases by the Minister under
theright of pre-emption in such quantities, and at such places of shipment or
storage in Nigeria, as may be determined by the Minister.

3. Where a vessel employed to carry petroleum or petroleum products
under paragraph 2 is detained on demurrage at the port of loading, the licensee
or lessee shall pay the amount due for demurrage according to the terms of
the charter-party or the rates of loading previously agreed to by the licensee
or lessee, unlessthe delay is due to causes beyond the control of the licensee
or lessee.

4. Any dispute which may arise as to whether a delay is due to causes
beyond the control of the licensee or lessee shall be settled by agreement
between the Minister and thelicensee or lessee or, in default of agreement, by
arbitration.

5. Thepriceto be paid for petroleum or petroleum productstaken by the
Minister in exercise of the right of pre-emption shall be—

(a) the reasonable value at the point of delivery, less discount to be
agreed by both parties ; or

(b) where no such agreement has been entered into prior to the exercise
of the right of pre-emption, afair price at the port of delivery to be settled
by agreement between the Minister and the licensee or lessee or, in default
of agreement, by arbitration.

6. Toassistinarriving at afair price for the purposes of paragraph 5 (b),
the licensee or lessee shall, if the Minister so requires—

(a) furnish for the confidential information of the Minister particulars
of quantities, descriptionsand prices of petroleum or petroleum products
sold to other customers and of charters or contracts entered into for
their carriage ; and
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(b) exhibit original or authenticated copies of the relevant contracts or
charter-parties.

7. Any arbitration under the First Schedule shall take place after the
petroleum or petroleum products have been delivered.
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SECOND SCHEDULE
Sections 54 (7) and 65 (1)

PrinciPLES OF NEGOTIATING INCORPORATED JOINT VENTURES
General Provisions

1. (1) An1JvC may be created for an existing joint operating agreement
and each |JV C shall be formed under the Companies and Allied MattersAct,
and NNPC Limited shall enter into negotiationswith the other partiesto such
existing joint operating agreements with aview to, among other things—

(a) agreeing and executing a shareholders agreement in respect of the
applicable [IVC;

(b) agreeing the provisions of the memorandum and articles of association
of the applicable IJVC ; and

(c) incorporating the applicable 1JVC.

(2) Priortotheincorporation of each 13V C, the partiesto each applicable
joint operating agreement shall continue to carry out their obligations under
such joint operating agreement in the ordinary course of business.

(3) Each 1JvC shall be owned by the parties to the applicable existing
joint operating agreement in the same proportion astheir existing participating
interests set forth in such joint operating agreement, or in such other proportion
as the parties thereto shall mutually agree.

(4) Upon and following the incorporation of an |JVC—

(a) it can carry out upstream, midstream and downstream petroleum
operations subject to the appropriate fiscal regime as specified in thisAct,
provided, however, that where the parties wish to enter into more than one
stream of operations, the parties shall incorporate separate companies under
section 302 (3) and (4) ;

(b) it shall be deemed to be the sole licensee or |essee (as applicable) of
each petroleum prospecting licence or petroleum mining lease held jointly
under the applicabl e existing joint operating agreement immediately prior to
itsincorporation;

(c) it shall at all times be the operator of petroleum operations under each
petroleum prospecting licence and petroleum mining leasethat it holds;

(d) it may contract for specific petroleum services but may not enter into
any contract or group of contractswhich would havethe effect of transferring,
directly or indirectly, any of thefunctionsas operator except with the approval
of the Commission, inthe case of upstream petroleum operations, or Authority,
in the case of midstream and downstream petroleum operations ;
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(e) it shall by publication on its website make public reasonable details
relating to itsincorporation and constitutional documents; and

(f) it may render any services related to its operations (other than
financial and insurance services), to any other 1JVC, NNPC Limited, or
any other third party under such conditions as it may deem necessary or
desirable.

Special Provisions Relating to Incorporated Joint Venture Companies

2.—(1) No IJVC shall be subject to the provisions of the Fiscal
Responsibility Act and the Public Procurement Act.

(2) Onceincorporated, thefollowing provisionsshall apply to each [V C—

(a) prior to any sale of shares in an |JVC by any shareholder, the
other shareholders (including NNPC Limited) shall have the right of
first refusal on such transaction at fair market value and appropriate
ministerial consent ; and

(b) each 13V C shall haveits head office and main operational officesin
Nigeria.

Organisation of Incorporated Joint Venture Companies

3.—(1) Each 13V C shall have a Board of directors to be appointed by
the shareholders of the [JVC.

(2) The Board of directors of each |JVC shall be made up of persons
who—

(a) have distinguished themselvesin their various capacities ; and

(b) are able to exercise independence and objectivity with respect to
the affairs of the 1JVC.

(3) Thepowersof the Board of directorsof each |3V C shall be established
inthearticlesof association of such [V C, provided that, the Board of directors
of such 13V C shall have the power to approve the annual work program and
budget of such 13V C and any revisions thereof.

(4) The Board of directors of each 13VC may create committees and
subcommittees.

(5) Decisions of the Board of directors of each 13V C shall be guided by
commercial and technical considerations that represent good international
petroleum industry practices.
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Special provisions relating to the shares of Incorporated
Joint Venture Companies

4.—(1) The share capital of each 1JVC shall initially consist only of
ordinary shares.

(2) The sharesheld directly or indirectly by NNPC Limited in each IJVC
shall at all times during thelife of each 13V C remain non-transferable either by
way of sale, assignment, mortgage or pledgeto any other entity except asapproved
by the Government and such sale or transfer shall be at fair market value after
an open, transparent and competitive bidding processin which only companies
who qualify under section 95 (11) of thisAct can participate.

Special provisions relating to rents, royalties, taxes and
other levies payable by an [JVC

5—(1) Each IJVC shall be subject to this Act on payment of rents,
royalties and taxes.

(2) Theinitia capitalisation of each 13V C and the transactions required
to create such I3V C shall not create any additional tax liabilitiesfor any of the
holders of sharesinthe |V C, provided that, all assets, interestsand liabilities
previously held jointly pursuant to the applicablejoint operating agreement are
transferred to the IJVC at their net book value.

Special right of shareholders in an Incorporated Joint Venture
Company to purchase petroleum and any petroleum derivatives

6.—(1) Each direct holder of sharesin an 1JVC shall have the right to
purchase from the IJVC—

(a) at open market prices, a percentage of the crude oil, natural gas and
condensates produced by such 1V C equal to its shareholding interest in
such IJVC ; and

(b) at open market prices, a percentage of the petroleum products
produced by such 13V C equal to its percentage ownership interest in
the 1JVC.

(2) Where the direct holders of shares in an |JVC do not purchase all
crudeail, natural gas, condensates and petroleum productsthat they areentitled
to under subsection (1), such 1J3VC may sell the remaining balance to any
person at open market prices on arm’s length terms.

(3) Anyincomereceived by an1JV C asaresult of theexport of petroleum
may be held in bank accounts abroad and may be used by such [JV C to pay
its obligations outside Nigeria, subject to any obligation of such 13V C under
this Act and any other applicable enactments.
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(4) Thetransfer overseas of any fund by an [JV C shall be subject to the
regulations and policies of the Central Bank of Nigeria.

Pro-rata Dividend Distribution

7.—(1) Each 1JvC shall pay dividends and other distributions pro rata
among the number of issued shares held directly by its shareholders.

(2) Each dividend payment or other distribution shall be subject to any
withholding tax applicable under the Companies Income Tax Act.

Dividend Policy

8. The Board of directors of each 13V C shall establish and from timeto
time amend the dividend distribution policy of such IJV C and such dividend
distribution policy shall be premised on the prudent and commercialy reasonable
management of the finances and operations of the 13V C.

Special Provisions Relating to Financing of Operations

9.—(1) Each 13V C shall finance any exploration for new prospects,
development of new fields, or any other investments in accordance with the
applicable approved annual work program and budget for such incorporated
joint venture from the cash flows of the 13V C and any borrowings by such
IJVC, in each case as approved by its Board of directors.

(2) Where the cash flow, together with any borrowings, of an IVC is
insufficient to finance the work program in respect of any exploration for new
prospects, development of new fields, or any other investments approved by
the Board of directors of such 1JVC, the shareholders of such IJVC shall
consult as to the manner in which further financing can be raised.

(3) With respect to subparagraph (2), the shareholders may consider
among others—
(a) permitting any of the shareholders to contribute equity in exchange
for the issuance of ordinary shares ; and

(b) the creation of preferred shares for any shareholder that wishes to
make afinancial contribution to theincorporated joint venture.
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THIRD SCHEDULE
Sections 167 (1) and 318

1. The domestic base price at the marketable gas delivery point under
section 167 (1) shall be determined based on regul ationsincorporating among
such other matters as may apply pursuant to the subsequent paragraph, the
following principles—

(a) the price must be of alevel to bring forward sufficient natural gas
supplies for the domestic market on a voluntary basis by the upstream
petroleum industry ;

(b) unless required to satisfy conditions under sub-subparagraph (a),
the price shall not be higher than the average of similar natural gaspricesin
major emerging countriesthat are significant producers of natural gas based
on countries determined by the Authority ;

(c) subject tothelimitationsunder sub-subparagraph (b) the price shall
be adjusted upward on ayearly basisin order to account for inflation on a
yearly amount or percentage basis ; and

(d) the Authority shall determine the domestic base price based on the
regul ations within three monthsfollowing the effective date and modify this
pricewhererequired by the circumstancesin the domestic market pursuant
toregulations.

Allocation and Pricing of the Domestic Delivery Obligation

2. Pursuant to section 110 of thisAct, the Commission shall establish the
criteria for allocation of domestic gas delivery obligations including the
following—

(a) all availablegasat low cost of supply shall be eligiblefor designation
to the domestic gas market —

(i) the ranking of gas available for the domestic gas market shall be
determined by atier system based on the cost of supply,

(ii) the pricing of gas for the domestic market shall be based on the
lowest cost of supply of gas available in the three-tier classification of
supply sources for the domestic market, and

(iii) the Commission shall determinethe pricing mechanism to beutilised
for gassupply to thedomestic market under the domestic delivery obligation
and such pricing may include gas on gas, oil based price mechanism,
equivalent energy mechanism and bilateral pricing mechanism or any other
such mechanism that reflects the prevailing market condition ;

(b) all associated gasfrom producing fieldsshall beeligiblefor designation
astier one gas for the domestic gas market ;



Petroleum Industry Act, 2021 2021 No. 6

A 349

(c) all gascap gasfrom depleted oil fields shall be considered astier two
gas and designated for the domestic gas market ; and

(d) available gas in non-associated gas fields onshore and shallow
offshore shall be considered as tier three to be evaluated for eligibility of
supply to the domestic gas market based on its cost of supply.
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FOURTH SCHEDULE
Section 168 (1) and (4)
Pricing formula for gas price for the gas based Industries

The gas price for the gas based industries shall be determined by the
following pricing formula—

CP = NRP * (1 + EPF) <=EPP

Where - CPisthe applicable pricein US $/MMBtu, EPP isthe domestic base
price under section 168 (3), NRP is the National Reference Price which is
US$UMMBLtu

EPF is the End Product Factor which is described by the following formula
(CMPP — PRP)/PRP

CMPP is the Average Current Month End Product Pricein US $/MT

PRP = Product Reference Price in US $/MT i.e. dollar per metric tonne
which varies depending on theindustry

NRP (US $/mmbtu)
End Product Net of transport Tariff | PRP (USS/MT)
US$/Kcf

Ammonia 100 250
Urea 100 250
Methanol 100 250
Polypropylene 100 250
(LDPPE/HDPPE)

Low Sulphur Diesal (GTL) 100 35

TheAuthority may by regulation change the formulas or the valuesfor NRP,
CMPP and PRP and introduce other valuesfor one or more gas based industries
where the circumstances so justify.
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FIFTH SCHEDULE

Sections 263 (1) (d), 266 (1) (a), 270, 271 (2) (b) and (c),
277 (1) (c) 280 (1) (b) and 302 (10) (a)

CAPITAL ALLOWANCES
Interpretation
1. For the purpose of this Schedule—

(a) “concession” includes a petroleum exploration licence, petroleum
prospecting licence, petroleum mining lease, any right, title or interest in or
to petroleum in the ground and any option of acquiring any suchright, title
or interest ;

(b) “lease” includes an agreement for a lease where the term to be
covered by the lease has begun, any tenancy and any agreement for the
letting or hiring out of an asset, but does not include a mortgage, and all
cognate expressions including “LEASEHOLD INTEREST” shall be
construed accordingly and where,—

(i) with the consent of the lessor, a lessee of any asset remains in
possession after the termination of the lease without a new lease being
granted, that |ease shall be deemed for the purpose of this Schedule to
continue so long as the lessee remains in possession, and

(i) on the termination of a lease of any asset, a new lease of that
asset is granted to the lessee, the provisions of this Schedule shall have
effect asif the second lease were a continuation of the first lease ;

(c) “qualifying expenditure” means, subject to the express provisions
of this Schedule, expenditure incurred for the purpose of hydrocarbon tax
in an accounting period, which is capital expenditure, referred to as—

(i) “qualifying plant expenditure” incurred on plant, machinery and
fixtures directly for upstream petroleum operations applicable to crude
oil for petroleum mining leases or petroleum prospecting licence,

(i) “qualifying pipeline and storage expenditure” including floating
production systemsincurred directly or gathering pipelinesfor upstream
petroleum operations applicableto crudeoil for petroleum mining leases
or petroleum prospecting licences,

(i) “qualifying building expenditure” other than expenditure, which
isincluded in sub-subparagraph (c) (i), (ii) or (iv) of this* Interpretation”,
incurred directly on the construction of buildings, structures or works of
apermanent naturefor upstream petroleum operations applicableto crude
oil for petroleum mining leases or petroleum prospecting licences, or
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(iv) “qualifying drilling expenditure”, tangible and intangible, other
than expenditure which isincluded in sub-subparagraph (c) (i) or (ii) of
this “Interpretation”, incurred directly in connection with upstream
petroleum operationsfor petroleum mining leases or petroleum prospecting
licence, in view of searching for or discovering and testing petroleum
deposits, or winning access, or the construction of any worksor buildings
which arelikely to be of little or no value when the upstream petroleum
operations for which they were constructed cease to be carried on,
provided that, for the purposes of these definitions, qualifying expenditure
shall not include any sum which may be deducted under section 263 of
this Act and have benefited from capital allowances prior to the
acquisition of the asset by another entity ;

(d) for the purpose of interpretation of qualifying expenditure, where
expenditureisincurred by acompany beforeitsfirst accounting period and
such expenditure would havefallen to betreated as qualifying expenditure,
ascertai ned without the qualification contained in theforegoing provisoiif it
had been incurred by the company on the first day of its first accounting
period and that expenditureisincurred in respect of an asset, owned by the
company then such expenditure shall be deemed to be qualifying expenditure
incurred by it on that day, or which has been disposed of by the company
before the beginning of itsfirst accounting period, then any loss suffered by
the company on the disposal of such asset shall not be allowed on
commencement of accounting period and any profit realised by the company
on such disposal shall be liable to capital gains tax in the same period
accordingly.

Provisions relating to pre-production expenditure
2. For the purpose of this Schedule, where—

(a) expenditure has been incurred before itsfirst accounting period and the
expenditure would have been treated as aqualifying expenditurein any of the
classesof qualifying expenditures stated in subparagraph (1) (c) (i)-(iv), then it
shall be so classified and capital alowances claimed accordingly ; and

(b) Where the expenditure before the first accounting date should
have been treated as allowable deduction in an accounting period, it
shall be so allowed but fully amortised over a period of five years with
a 1% retention value.

Owner and meaning of relevant interest
3.—(1) For the purpose of this Schedule, where an asset consists of a

building, structure or works, the owner shall be taken to be the owner of the
relevant interest in such building, structure or works.
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(2) Subject to this paragraph, the expression “the relevant interest”
means, in relation to any expenditureincurred on the construction of abuilding,
structure or works, the interest in such building, structure or works to which
the company which incurred the expenditure was entitled when it incurred the
expenditure.

(3) Whereacompany incursqualifying building expenditure or qualifying
drilling expenditure on the construction of abuilding, structure or works, the
company isentitled to two or moreintereststherein, and one of thoseinterests
isaninterest which isreversionary on all the others, that interest shall be the
relevant interest for the purpose of this Schedule.

(4) Where the owner of the relevant interest does not have statutory
titletotheasset, that is, itisnot thelicensee or lesseeto the asset, the qualifying
capital expenditure and the capital allowances accruing therefrom, for the
purposes of this Schedule, shall beto the benefit of the holder of thelicence or
lease.

Sale of Buildings

4. Where capitd expenditure has been incurred on the construction of a
building, structure or worksand therelevant interest is sold, the company which
buys that interest shall be deemed, for the purpose of this Schedule, to have
incurred, on the date when the purchase price became payable, capital
expenditure on the construction equal to the price paid by it for such interest or
to the original cost of construction, whichever is the less and the capital
expenditure shall not be digible for capita allowance deduction under the
hydrocarbon tax, provided that where such relevant interest is sold before the
building, structure or works has been used, the foregoing provisions of this
paragraph shall have effect with respect to sale and the original cost of
construction shall be taken to be the amount of the purchase price on such sale.

Annual Allowance

5.—(1) Subject to this Schedule, where in any accounting period, a
company owning any asset has incurred in respect of the asset qualifying
expenditure wholly, reasonably, exclusively and necessarily for the purpose of
upstream petroleum operations applicable to crude oil carried on by it, there
shall be due to that company as from the accounting period in which the
expenditure was incurred, an allowance “an annual allowance’ at the
appropriate rate percent specified in the table to this Schedule.

(2) Notwithstanding the provisions of subparagraph (1) of thisparagraph,
there shall be retained in the books, in respect of each asset 1% of theinitial
cost of the asset which may only be written off in accordance with

subparagraph (3).
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(3) Any asset or part of it in respect of which capital allowances have

been granted, may only be disposed of on the authority of a certificate of
disposal issued by the Commission or any person authorised by it.
6. Subject to paragraph 18, an annual alowance in respect of qualifying
expenditure incurred in respect of any asset shall only be due to a company
for any accounting period if at the end of the accounting period it was the
owner of that asset and the asset was in use for the purpose of the upstream
petroleum operations applicableto crude oil carried on by it.

Balancing allowances

7. Subject to this Schedule, wherein any accounting period of acompany,
the company owning any asset in respect of which it hasincurred qualifying
expenditure wholly and exclusively for the purposes of upstream petroleum
operations applicable to crude oil carried on by it, disposes of that asset, an
allowance “a balancing allowance” shall be due to that company for that
accounting period of the excess of the residue of that expenditure, at the date
such asset is disposed of, over the value of that asset at that date, provided
that a balancing allowance shall only be due in respect of such asset if
immediately prior toitsdisposal it wasin use by such company for the purposes
of the upstream petroleum operations applicable to crude oil for which such
qualifying expenditure wasincurred.

Balancing charges

8. Subject to this Schedule, wherein any accounting period of acompany,
the company owning any asset in respect of which it hasincurred qualifying
expenditure wholly and exclusively for the purposes of upstream petroleum
operations applicable to crude oil carried on by it, disposes of that asset, the
excess “a balancing charge” of the value of that asset, at the date of its
disposal, over theresidue of that expenditure at that date shall, for the purpose
of section 262 (1) (a) of thisAct, be treated asincome of the company of that
accounting period, provided that a balancing charge in respect of such asset
shall only be so treated if immediately prior to the disposal of that asset it was
in use by such company for the purposes of the upstream petrol eum operations
applicableto crude oil for which the qualifying expenditure wasincurred and
shall not exceed the total of annual allowances due under this Schedule, in
respect of such asset.

Residue

9. Theresidue of aqualifying expenditure, in respect of any asset, at any
date, shall betaken to be thetotal qualifying expenditureincurred on or before
that date, by the owner, in respect of that asset, less the total of any annual
alowances due to such owner, in respect of that asset, before that date.
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Meaning of *“disposed of ”

10. Subject to any express provision to the contrary, for the purpose of
this Schedule—

(a) abuilding, structure or works of apermanent natureisdisposed of if
any of the following events occur—

(i) therelevant interest is sold,

(if) that interest, being an interest depending on the duration of a
concession, comes to an end at the end of that concession,

(i) that interest, being a Leasehold interest, comesto an end and the
possession of the building, structure or works of a permanent nature
reverts to the holder of the reversionary interest, or

(iv) the building, structure or works of a permanent nature are
demolished, destroyed or, without being demolished or destroyed, cease
altogether to be used for the purpose of upstream petroleum operations
applicable to crude oil carried on by the owner ;

(b) plant, machinery or fixtures are disposed of if they are sold, discarded
or cease altogether to be used for the purposes of upstream petroleum
operations applicable to crude oil carried on by the owner ; or

(c) assetsin respect of which qualifying drilling expenditureisincurred
are disposed of if they are sold or if they cease to be used for the purpose
of the upstream petroleum operations applicableto crude oil of the company
incurring the expenditure either on the company ceasing to carry on the
operations or on such company receiving insurance or compensation money
therefrom.

Value of an asset or interest in a petroleum prospecting
licence or petroleum mining lease

11.—(1) The value of an asset or interest in a petroleum prospecting
licence or petroleum mining lease at the date of its disposal shall be the net
proceeds of the sale or of the relevant interest, or, where it was disposed of
without being sold, the amount which, in the opinion of the service, the asset
or the relevant interest, as the case may be, would have fetched if sold in the
open market at that date, less the amount of any expenses which the owner
might reasonably be expected to incur if the asset were so sold.

(2) For the purpose of this paragraph, where an asset is disposed of in
the circumstances that insurance or compensation money are received by the
owner, the asset or the relevant interest, as the case may be, shall be treated
as having been sold and as though the net proceeds of the insurance or
compensation money were the net proceeds of the sale.
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Apportionment

12—(1) Any referenceinthis Scheduleto thedisposal, saleor purchase
of any asset or interest includes a reference to the disposal, sale or purchase of
that asset, as the case maybe, together with any associated asset, whether or
not qualifying expenditure has been incurred on such associated asset, and,
where an asset is disposed of, sold, or purchased together with another asset, so
much of thevalue of the assetsas, on ajust apportionment, isproperly attributable
to thefirst mentioned asset shall, for the purposes of this Schedule, be deemed
to be the value of, or the price paid for that asset, as the case may be.

(2) For the purpose of thissubparagraph, all the assets or interest which
are purchased or disposed of in pursuance of one bargain shall be deemed to
be purchased or disposed of together, notwithstanding that separate prices
are or purport to be agreed for each of those assets or that there are or
purport to be separate purchases or disposals of those assets.

(3) The provisionsof subparagraph (1) shall apply, with modifications,
to the sale or purchase of the relevant interest in any asset together with any
other asset or relevant interest in that other asset provided that the provisions
for apportionment in subparagraphs (1) and (2) shall not apply in the sale or
disposal of concessions or interest in a part of the asset.

Part of an asset

13. Any reference in this Schedule to any asset shall be construed
whenever necessary asincluding areference to a part of any asset, including
an undivided part of that asset in the case of joint interests and when so
construed, any necessary apportionment shall be made in amanner, whichin
the opinion of the Service, isjust and reasonable.

Exclusion of certain expenditure

14. Subject to the express provisions of this Schedule, where any
company hasincurred expenditure which isallowed to be deducted under any
provision, other than a provision of this Schedule, such expenditure shall not
be treated as qualifying expenditure.

Asset used or expenditure incurred partly for the
purpose of petroleum operations

15.—(1) The following provisions of this paragraph shall apply where
either or both of the following conditions apply with respect to any asset the—

(a) owner of the asset has incurred in respect of the asset a qualifying
expenditure partly for the purpose of upstream petroleum operations
applicableto crude oil carried on by him and partly for other purposes ; or
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(b) asset in respect of which the owner has incurred qualifying
expenditureisused partly for the purpose of upstream petroleum operations
applicableto crudeail carried on by such owner and partly for other purposes.

(2) Any alowanceswhichwould bedue or any balancing chargeswhich
would be treated as income if both expenditure were incurred wholly and
exclusively for the purpose of the upstream petroleum operations applicable
to crude oil and if the asset were used wholly and exclusively for the purpose
of such operations, shall be computed in accordance with the provisions of
this Schedule.

(3) So much of the allowances and charges computed in accordance
with subparagraph (2) shall be due or shall be so treated, as the case may be,
as in the opinion of the Service is just and reasonable having regard to al
circumstances and to the provisions of this Schedule.

Disposal without change of ownership

16.—(1) Wherean asset in respect of which qualifying expenditure has
been incurred by the owner has been disposed of in circumstances that the
owner remainsthe owner, then, for the purpose of determining whether and, if
so, in what amount, any annual or balancing allowance or balancing charge
shall be made to or on such owner in respect of his use of that asset after the
date of the disposal—

(a) qualifying expenditure incurred by the owner in respect of the asset
prior to the date of the disposal shall be left out of account ; and

(b) the owner shall be deemed to have bought such asset immediately
after thedisposal for aprice equal to theresidue of the qualifying expenditure
at the date of the disposal, increased by the amount of any balancing charge
or decreased by the amount of any balancing allowance made asaresult of
thedisposal.

(2) Capital allowances shall be for the computation of hydrocarbon tax
and not for cost recovery purposes in production sharing contracts, which
shall have their own provisions under the model contract.
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Capital allowance rates
17.—(1) Qualifying expenditure shall be subject to the rates bel ow—
Qualifying Capital Expenditure | 1st 2nd 3rd 4th 5th
Year Year Year | Year Year
Qualifying Plant Expenditure 20% 20% 20% 20% 19%

Qualifying Pipeline Expenditure 20% 20% 20% 20% 19%

Quadifying Building Expenditure 20% 20% 20% 20% 19%

Quadifying Drilling Expenditure 20% 20% 20% 20% 19%

(2) Exploration expenditure and thefirst two appraisal wellsexpenditure
inthesamefield areto betreated as deductible costs 100% in the year incurred,
whilefor additional exploration expenditures and appraisal expendituresinthe
samefield relating to pre-production period are to be amortised and deducted
on commencement of accounting period at an annual alowance of 20% inthe
first to fourth year and 19% in the fifth year with a 1% retention value.

18.—(1) For the purpose of this Schedule, an asset shall be deemed to
be in use during a period of temporary disuse.

(2) For the purpose of paragraphs 5 and 6 of this Schedule—

(a) anasset inrespect of which qualifying expenditure hasbeen incurred
by the owner for the purpose of petroleum operations carried on by him
shall be deemed to be in use between the dates mentioned, where the
Service determines that the first use to which the asset will be put by that
owner will be for such operations ; and

(b) the said date shall be the date on which such expenditurewasincurred
and the date on which the asset isin fact first put to use—

Provided that where any allowance has been given in consequence of
subparagraph (2) and the first use to which such asset is put is not for the
purpose of such operations, or it is not put to use within five years from
the date the expenditure was incurred, capital allowances already claimed
on such assets shall be withdrawn and the amount so claimed shall be
assessed to tax.
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SIXTH SCHEDULE

Sections 264 (q), 266 (1) (b) and (2),
277 (1) (d) and 280 (1) (c)

ProbucTtion ALLowaNces AND CosT Price RaTio LimiT

Production Allowance

1—(2) There shall be a production alowance for crude oil production
by leaseswhich are converted oil mining leases based on aconversion contract
and their renewals, which shall be the lower of US $2.50 per barrel and 20%
of thefiscal oil price.

(2) Thereshall beaproduction alowance per field for crude oil production
by a company for leases granted after the commencement of this Act and
determined asfollows—

(a) for onshore areas — the lower of US $8.00 per barrel and 20% of
thefiscal oil price per barrel up to acumulative maximum production of 50
million barrels from commencement of production and the lower of US
$4.00 per barrel and 20% of the fiscal oil price thereafter ;

(b) for shallow water areas — the lower of US $8.00 per barrel and
20% of thefiscal oil price, up to acumulative maximum production of 100
million barrels from commencement of production and the lower of US
$4.00 per barrel and 20% of the fiscal oil price thereafter ; and

(c) for deep offshore areas and frontier basins — the lower of US $8.00
per barrel and 20% of the fiscal oil price, up to a cumulative maximum
production of 500 million barrels from the commencement of production
and thelower of US$4.00 per barrel and 20% of thefiscal oil pricethereafter.

(3) The detailed procedures for determining the production allowances
shall be established in regulations.

(4) Any alowances for crude oil shall aso apply to condensates and
ligquid natural gas liquids under section 260 (1) (a) of thisAct.

Cost Price Ratio (CPR) Limit

2—(1) All costs prescribed under section 263 and under the Fifth
Schedule to this Act, excluding those related to section 263 (1) (a), (b) and
(h), in an accounting period the sum of which is eligible for deduction under
the hydrocarbon tax shall be subject to acost priceratio limit of 65% of gross
revenues determined at the measurement points.
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(2) Where, as a result of subparagraph (1), any excess costs incurred
not allowed for deduction for that year of assessment, then—

(a) the costsmay beallowed for deduction for the purposes of ascertaining
the profits of the company for subsequent years of assessment provided that
thetotal costs to be deducted shall not exceed the actua costs incurred ;

(b) the total coststo be allowed as deduction in those subsequent years
shall be such an amount that if added to the sum of the total costs to be
alowed as deduction under subparagraph (1) shall not exceed the specified
cost priceratio limit of 65% ; and

(c) where under paragraph 2 (2) (b), any cost exceed the cost price
ratio limit upon the termination of upstream petroleum operationsrelated to
crude oil, such costs shall not be deductible for purpose of calculation of
the hydrocarbon tax.
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SEVENTH SCHEDULE
Section 268 (3),
303 (1), 306 and 318
PETROLEUM FEES, RENTS AND ROYALTY

PART |—FEES
Fees payable for licences and leases

1. Commission shall through regulations publish the rates or fees payable
in respect of thefollowing—

(a) application for apetroleum exploration licence;

(b) application for arenewal of a petroleum mining lease ;

(c) application to assign an interest or sublet a petroleum exploration
licence, petroleum prospecting licence or petroleum mining lease;

(d) application to terminate or effect a partial or full surrender of a
petroleum exploration licence, petroleum prospecting licence or petroleum
mining lease;

(e) application for permit to operateadrilling rig ;

(f) application for grant of field development plan approval and the
related petroleum mining lease;

(9) application for the approval of the drilling of awell ;

(h) permit to export samples for analysis;

(i) application to withdraw any of the applications in sub-subparagraph
(@-(h) ; and

() application for other fees as may be deemed necessary by the
Commission.

ParT [|I—REeENTs AND BoNusES

Rents for Licences

2. Every petroleum prospecting licence and petroleum mining lease
shall be subject to rent as prescribed in the relevant regulation and the rent
shall be an amount per hectare per year.

Payment of fees before grant of licence or lease

3.—(1) A petroleumn prospecting licence and petroleum mining lease
shall not be granted without prior payment of the applicable fees, applicable
signature bonus, and the rent applicable to the first year.

(2) A petroleum mining lease shall not be renewed without prior payments
of the renewal bonus under this Act.
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Penalty for default in payment of rent

4. Failure to pay the rent as prescribed in the relevant regulation shall
resultin apenalty as prescribed in the said regulation or any other enactment,
provided that where no penalty is prescribed in the said regulation, there shall
be an application of an interest rate of LIBOR or any other successor rate
plus 10% to the outstanding payment in US Dollars and where the payment of
the applicablerent isnot made within three months, revocation of such licence
or lease under thisAct shall be initiated.

Verification and payment account

5.—Any rentsimposed under this section shall be paid into the Federation
Account and verified by the Commission.

ParT Ill—RovYALTIES
All Petroleum production subject to Royalties

6. All production of petroleum, including production tests, shall be subject
toroyalties on anon-discriminatory basiswith respect to al licensee and lessees
and shall be paid into the Federation Account and verified by the Commission
and for royalty purposes condensates shall be treated as crude oil and natural
gas liquids shall be treated as natural gas.

Measurement Point for the determination of production volumes

7.—(1) Royalties shall be determined on a monthly basis at the
measurement points and where there is production from production tests
under a petroleum prospecting licence, the Commission shall determine
measurement point for such production and where there is no measurement
equipment at a possible measurement point in thefield at the commencement
of this Act, or where logistical conditions make the installation of
measurement equipment at a possible measurement point impractical or
uneconomic in the opinion of the Commission, the Commission may approve
procedures for determining the chargeable volumes at a deemed
measurement point in the field based on measurements at the point of sale,
export terminal or other point downstream of such deemed measurement
point under the regulations or guidelines and the measurement of crude ail,
condensates and natural gas liquids shall be in barrels and of natural gasin
standard cubic feet and where so justified, the Commission may approve
reporting of production of natural gasliquidsin metric tons.

(2) The chargeable volume for royalty purpose shall be calculated by
ascertaining the quantity of natural gas, crude oil, condensates and natural gas
liquids produced in the relevant month from each field operated by thelicensee
or lessee under aregulation or guideline.
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(3) Where natural gas liquids are extracted in a gas processing plant
downstream of the measurement point, the rich natural gas volumes, still
including the natural gasliquids, shall be measured at the measurement point
and bethe basisfor royalty cal culations and the value of such rich natural gas
shall be the value of the marketable natural gas plusthe natural gasliquids at
the exit of the gas processing plant, less the gas processing costs and less the
transport cost between the measurement point and the gas processing plant
based on tariffs established by the Authority.

(4) Natural gasliquids and liquid petroleum gases shall have the same
royalty rates as the natural gas from which these products are derived.

(5) The chargeable volume shall be measured at standard temperatures
and pressures as defined by regulation or guidelines and production shall not
include any—

(a) volumesburned, flared or vented with the approval of the Commission;

(b) volumes re-injected by the lessee into reservoirs for the purpose of
improving or enhancing production of crudeoil or for conservation of natural
gas;

(c) volumes used in the upstream petroleum operationsfor the production
of electricity or heat for exclusive use in the operations of the lessee ; and

(d) water or sediments.

(6) Theobligationtoinstall the necessary measurement equipment shall
be that of the licensee or lessee and shall be certified by the Commission and
the measurement procedures and equipment for measurement at and prior to
the measurement point shall be established in regulations or guidelines.

Determination of price for royalty

8.—(1) Theroyalties applicableto crude oil and condensates shall be
based on the fiscal oil price determined for the field at the measurement
points under applicable regulations or guidelines, and this price shall be
determined by the Commission on the basis of information supplied by the
lessees and from non-confidential independent publications, making such
adjustments for quality and transport costs as appropriate to prices of
comparable crude oils and condensates sold in theinternational market, as
determined by the Commission, for which appropriate information is
available and with the objective to approximate as reasonably as possible
the average fair market value of the month of the crude oil and condensates
for such month for such field.
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(2) Thefisca oil pricefor eachfield shall consider any quality differentials
related to international crude oils and condensates and shall be an export
parity price taking into consideration the deduction of transportation costs
within Nigeriafrom the measurement points as determined by theAuthority to
export terminals.

(3) Royalties applicable to natural gas shall be based on the fiscal gas
price determined for the field at the measurement point under applicable
regulationsor guidelinesand this price shall be determined by the Commission,
taking into consideration submissions by thelessees, and shall be based on the
netback value at the measurement point based on the composition of the natural
gasinterms of marketable natural gas, ethane, propane, butane, pentanesand
other natural gas liquids as may be derived by processing of the natural gas
and the net back procedure shall take into consideration the type of natural
gas markets to which the natural gas from the field is being sold, such as
export markets, domestic whol esal e markets, markets based on the aggregate
gas price or other natural gas pricing framework as permitted under thisAct
and the procedure shall take into consideration conditioning costs, processing
costs and transportation costs within Nigeria as determined by the Authority
from the measurement point to the market, where the sales point isdownstream
of the measurement point, and where natural gas liquids are produced in the
field, the total gross value of the liquids shall be taken into account in the
determination of thetotal gross value of the natural gasfor the purpose of the
fiscal gas price.

Royalties in kind or cash

9.—(1) The Commission shall receivetheroyalty inkind or in cash at its
discretion and the payment shall be subject to notice periods and procedures
as provided for in regulations or guidelines and where royalties are paid in
cash the payments shall be based on the fiscal oil price and fiscal gas price.

(2) Thelicensee or lessee shall pay royaltiesto the Commission within
a period that is not more than one month after the end of every month
during which the petroleum is produced or as the Commission may direct,
with respect to—

(a) crude oil and condensatestheroyalties shall be based on theroyalties
based on production under paragraph 10 plus the royalties based on price
under paragraph 11 ; and

(b) natural gas and natural gasliquidstheroyalties shall be based onthe
royalties based on production under paragraph 10.



Petroleum Industry Act, 2021 2021 No. 6

A 365

(3) Royadtiesshal bepaidin USDollars, however, for production delivered
for local refining, royalties may be wholly or partly paid in Nairaat Central
Bank of Nigeria applicable exchange rate for the valuation of crude oil
delivered.

(4) The Commission shall inform the Minister responsible for Finance
of instances where the Commission intends to levy royalties in kind rather
than in cash.

Royalties based on production

10.—(1) For the purpose of paragraph 9, royalties based on production
shall be calculated on afield basis.

(2) Theroyalty shall be at arate per centum of the chargeabl e volume of
the crude oil and condensates produced from the field area in the relevant
month on terrain basis asfollows—

(a) onshore areas 15% ;

(b) shallow water (up to 200m water depth) 12.5% ;

(c) deep offshore (greater than 200m water depth) 7.5% ; and
(d) frontier basins 7.5%.

(3) For deep offshore fields with a production during a month of not
more than 50,000 bopd, the royalty rate shall be 5% and the share of the
production above 50,000 bopd shall be at the royalty rate specified in
subparagraph (2).

(4) Royaltiesfor onshorefid dsand shallow water fields, including margina
fields, with crude oil and condensate production not more than 10,000 bopd
during a month shall be at arate per centum of the chargeable volume of the
crude oil and condensates produced from the field area per production day
during a month on tranched basis as follows—

(a) for the first 5,000 bopd 5% ; and
(b) for the next 5,000 bopd, for the share of production over 5000
bopd 7.5%:

Provided that fieldswith crude oil and condensate production more than 10,000
bopd during amonth, the share of the production over 10,000 bopd per month
shall be at the royalty rates specified under subparagraph (2).

(5) With respect to paragraphs (3) and (4), where a single field covers
two or more petroleum mining leases, the royalty shall be determined based
onthetotal production fromthefield.
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(6) Royalty based on production for natural gas and natural gas liquids
shall be at arate of 5% of the chargeable volume and royalty rate for natural
gas produced and utilised in-country shall be 2.5% of the chargeable volume.

(7) Whereafieldislocated partially in onshore and in shallow water or
partially in shallow water and deep offshore areas, the weighted average
royalty shall be calculated as per regulations.

Royalty by price

11.—(1) There shall be payable, in addition to the royalty set out in
paragraph 10 for onshore, shallow water and deep offshore aroyalty by price
with respect to crude oil and condensates at the rates set out below—

(a) below US $50 per barrel — 0%,
(b) at US $100 per barrel — 5%,
(c) above US $150 per barrel — 10%, and
(d) between US $50 and US $100 per barrel and between US $100 and
US$150 per barrel the royalty by price shall be determined based on linear
interpolation,
as an example, if in 2020 the priceis US $75 per barrel, the royalty by price
shall be 2.5%, and the price levels mentioned in sub-subparagraphs (a), (b)
(c) and (d) shall apply to the year 2020, and at the beginning of 2021 and of
each succeeding calendar year these price levels shall be increased by 2%
relative to the values of the previous year.

(2) There shall be no royalty by price for frontier acreages.

(3) Royalty derived from “royalty by price” shal be for the credit of
Nigerian Sovereign Investment Authority.

12. Penalty for non-payment and outstanding payments of royaltiesand
enforcement of payment where any royalty due and payable under thisAct is
not paid within two months after the month in which the royalty isdue, then it
qualifies to be a debt which shall attract—

(a) asum equal to 10% of the amount of the royalty payable which shall
be added to the royalty ;

(b) inthe case of foreign currency transactions, the outstanding payments
due shall incur interest at the prevailing LIBOR or any other successor rate
plus 10% point basis;

(c) inthe case of Nairatransactions, the outstanding payments due shall
incur interest at the prevailing NIBOR plus 10% point basis;

(d) N10,000,000 or US Dallar equivalent on the first day the failure to
pay the royalty occurs ; and
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(e) 2,000,000 or USDollar equivalent for each day inwhichthefailure
continues.

Revocation, Seizure and Sistrain

13. Where any fee, rent or royalty due under thisAct is unpaid within
three months after the month when it becomes due, whether legally demanded
or not, the Commission may, in addition to any other remedy which may be
available—

(a) initiate revocation of such licence or lease under thisAct ; and
(b) enter into any land, property or premises possessed or occupied by
the licensee or lessee in connection with the licence or lease, and—

(i) seizeand distrain and sell aslandlords may do for rentsin arrears,
any petroleum, petroleum products, engines, machinery, tools, implements
or other effects belonging to the licensee or lessee which may be found
in or upon the land, property or premises, and

(i) out of money arising from the sale of the distress, retain and pay
off the arrears of the fee, rent or royalty and also the costs and expenses
incidental to the distress and sale, rendering the surplus, if any, to the
licensee or lessee.

PaART IV—SUPPLEMENTAL

Production Sharing, Profit Sharing and Risk Service Contracts

14.—(1) Wherethe Commission decidesto grant apetroleum prospecting
licence or petroleum mining lease under contractual termsunder section 85 of
this Act, the Commission shall prepare the related model contract, which
stipul ates the fiscal and other provisions related to fees, rents, royalties for
such contract, to be attached to such licence or lease.

(2) Themodel contract shall contain asaminimum, the provisionsrelated
to fees, rents, royalties, hydrocarbon tax and companiesincometax stipul ated
inthisAct.

(3) A model licence related to frontier acreages shall not contain
contractual provisions under section 85 of thisAct and shall only contain the
minimum provisions related to fees, rents, royalties under paragraph 10 and
companies income tax stipulated in this Act and upon the renewal of any
petroleum mining leases, hydrocarbon tax and royalty based on price under
paragraph 11 based on onshore conditions shall apply.

(4) For new acreage any production sharing contract shall have a cost
limit of 70% based on total oil production, and where applicable condensates
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and natural gas liquids derived from associated gas, measured at the
measurement point, and the minimum profit oil scale to Government in a
production sharing contract shall be based on cumulative production per field
asfollows—

(a) upto and including 50 million barrels- 5% ;

(b) over 50 million barrels and up to and including 100 million
barrels — 10% ;

(c) over 100 million barrels and up to and including 350 million
barrels — 15% ;

(d) over 250 million barrels up to and including 750 million
barrels — 25% ;

(e) over 750 million barrels ad up to and including 1500 million
barrels — 35% ; or

(f) over 1500 million barrels — 45%.

(5) There may be production sharing for associated or non-associated
natural gas, to which only therents, royaltiesand companiesincometax applies
under thisAct, capital and operating costsrelated to making associated natural
gas available at the measurement points can be recovered from cost ail.

(6) The contractors shall be the licensees or |essees and shall thereby be
entitled to the capital allowances under the Fifth Schedule.

(7) The profit oil for crude oil under conversion contracts or for new
acreages shall be determined asthetotal volume of crude oil, where applicable,
condensates and natural gas liquids derived from associated gas, less the
royalties and less the cost oil as defined in the model contract.

(8) For production sharing purpose, the adjusted profit of acompany for
hydrocarbon tax shall be determined under section 263 (1) (b), which means
that royaltiesand the value of profit oil delivered inkind or cash fromall fields
to the Federation Account shall be deductiblefor the purposes of determining
the adjusted profits and the calculation shall be consolidated as per the two
classes under section 267 and the capital allowancesunder the Fifth Schedule
shall be applied.

(9) For a production sharing contract subject to a conversion contract
under thisAct, the cost limit shall be 60%.
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EIGHTH SCHEDULE Section 53 (3)

Creation of the Ministry of Petroleum Incorporated

1. TheCorporation sole known asthe Ministry of Petroleum Incorporated
(the Corporation) is established and shall continue to be a Corporation sole
under that title.

2. The Corporation may sue and be sued in its said name and shall have
perpetual succession and a corporate seal which may from time to time be
broken, changed, altered and made anew as the Corporation deems fit, and,
until a seal is provided under this section, a stamp bearing the inscription
“Federal Ministry of Petroleum” may be used as the corporate seal.

3. The Corporation may enter into contractsand may acquire, purchase,
take, hold and enjoy movable and immovable property of every description,
and may convey, assign, surrender and yield up, charge, mortgage, demise,
reassign, transfer or otherwise dispose of, or deal with, any movable or
immovable property vested in the Corporation upon such terms as the
Corporation deemsfit.

4. (1) All deedsand other instrumentsrequiring the seal of the Corporation
shall be sealed, with the seal of the Corporation in the presence of the
Permanent Secretary and signed by the Permanent Secretary, and such signing
shall be sufficient evidence that the said seal was duly and properly affixed
and that the same is the lawful seal of the Corporation.

(2) Any other document requiring the signature of the Corporation shall
be signed by the Permanent Secretary.

5. The Minister may, by order, vest in any public officer or authority any
property, movable or immovable, for thetime being vested in the Corporation
and, upon the coming into operation of any such order, the property to which
such order relates shall, without any conveyance, assignment or transfer, vest
in such officer or authority for the like title, estate or interest and on the like
tenure and for the like purposes as the same was vested or held immediately
before the coming into operation of the order.
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| certify, in accordance with section 2 (1) of the Acts Authentication
Act, Cap. A2, Laws of the Federation of Nigeria 2004, that thisisatrue copy
of the Bill passed by both Houses of the National Assembly.

Ox O. A, fnig fcia
Clerk to the National Assembly
9th Day of August, 2021

ExpPLANATORY MEMORANDUM

ThisActisto providelegal, governance, regulatory and fiscal framework
for the Nigerian petroleum industry, and the devel opment of host communities
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